
 

 
THE WINNERS’ WAYS PODCAST 
EPISODE 18: UNDERSTANDING YOUR FICO SCORE.       

 

On today’s show, I will be sharing the different factors that affects your credit score and what 
you need to do to maintain good credit score.  

The FICO®Score is the most widely used credit scoring model, which falls in a range from 300 
up to 850 with a higher score indicating a better credit rating. 

FICO (legal name: Fair Isaac Corporation), formerly Fair, Isaac and Company, is a data analytics 
company based in San Jose, California focused on credit scoring services. It was founded by Bill 
Fair and Earl Isaac. 

In the United States, the FICO score is used to measure a consumer risk. The credit score is a 
very important number, at least if you will need to borrow money. This score is used to gauge 
your creditworthiness, it shows whether you are a reliable borrower, and it shows if you pay on 
time, the number of years you’ve carried debt balance and if you have ever defaulted on paying 
back the debt you owe. Basically, Credit scores help lenders evaluate whether they want to do 
business with you. 

So on today’s show, I will be talking about factors that can affect your FICO score: 

FACTORS THAT DETERMINE YOUR CREDITWORTHINESS: 

1.       Payment history (35%): Your payment history plays a huge role in your FICO score.  
Paying your bills on time is the single most significant factor that promotes a good credit score. 
Late or missed payments can harm your score, and delinquent accounts can hurt it a lot more. 
Payment history contributes about 35you’re your overall credit rating. 

2.       Credit utilization rate (30%): Never max out your credit cards by letting your 
outstanding balances climb close to your borrowing limits. For example, if you have a credit card 
with a limit of $5,000, never, ever use $4,500 out of the $5,000 limit. It is recommended to keep 
your usage rate to below 30% of your limit. If you owe $5,000 on your credit cards and have a 

 

 



 

total credit limit of $10,000, for instance, your credit utilization rate would be 50%. That is 
already too high. Credit utilization rate is responsible for about 30% of your FICO Score. 

3.       Length of credit history (15%): Lenders like borrowers with reliable track records of 
managing credit, so credit scores generally improve as your credit history ages. If you're a new 
credit user, your credit score will be lower than someone with a longer record of responsible 
credit usage. Length of credit history can constitute up to 15% of your FICO Score. 

By the way, the Chinese government has a social credit system which is a national reputation 
system that assesses the citizens based on their social reputation. People are punished or 
rewarded based on the social credit system. Penalties include loss of employment and 
educational opportunities, as well as transportation restrictions. Those with high scores get perks, 
like discounts on utility bills and faster application processes to travel abroad. 

4.       Credit Mix (10%): The FICO Score tends to favor a variety of credit, including both 
installment loans (those with fixed monthly payments, such as mortgages and student loans) and 
revolving credit (accounts such as credit cards that let you borrow within a specific credit limit 
and repay in variable amounts over time). Credit mix contributes about 10% of your FICO Score. 

5. New Credit (10%): If you have a new credit inquiry or you open a new account, your credit 
score will be impacted, most of the time. It drops. 

 Why is FICO score important? 

If you have a very low credit score, you may find it difficult to qualify for credit cards and loans, 
or you may be required to pay a higher annual percentage rate (APR) or additional fees. 

Closing Thoughts: 

I try to discourage people from going into debt, but the society as it currently relies heavily on 
FICO score to determine if someone is financially responsible. For example, getting an 
apartment, utility, or even some cable services, your credit score will be used to qualify you for 
those services. So it is reasonable to ensure you have a good credit score. If you use a credit card, 
ensure you pay it off at the end of the month. Don’t borrow money and live within your means. 
At Winners Ways, we are on a mission to create more winners. We want you to succeed in your 
career and personal finance. Please subscribe, rate, and review our podcast and also leave us a 
review on iTunes so that more people will know about this show. 

 


