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The High Cost of Low Credit Scores 
By AnnaMaria Andriotis 

Record-low interest rates are useless to the millions of borrowers with less-than-perfect credit 
scores. They end up paying a high premium when applying for everything from credit cards to 

home mortgages. 

Despite the Federal Reserve’s efforts to encourage more 
lending and home buying, millions of people have been shut 
out from borrowing, according to a report today by The Wall 
Street Journal. Consumers with high credit scores accounted 
for nearly 90% of all new mortgages last year. 

This comes at a time when the number of Americans with 
poor credit is growing. Most lenders check borrowers’ FICO 

credit score, which ranges from 300 to 850, to determine whether to approve them for financing 
and at what terms. In general, borrowers with a FICO below 720 will end up with higher interest 
rates and could have a harder time getting a loan. Today, nearly a third of consumers have a 
FICO score in the 550 to 699 range – the highest since 2006, according to April data from FICO. 
And nearly half of consumers have a FICO score that’s lower than 700. 

Lenders say the premium for poor credit is necessary to manage their exposure to risk, with 
requirements varying widely by the type of loan. For those with poor scores, credit cards and car  

loans are the easiest to access, but the premiums may be very high. Credit card issuers charge at 
least 17% interest rates on average for borrowers with credit scores below 720, according to  

CardHub.com, a credit-card comparison web site. On car loans, average interest rates run up to 
13% for borrowers with lackluster credit scores, according to credit bureau Experian. 

Mortgages remain hardest to get: Few lenders are giving mortgages to borrowers 
with scores below 680, says John Ulzheimer, president of consumer education at 
SmartCredit.com, a credit-monitoring site. While lending standards have eased since 2008, the 
best rates – or even the good ones – are available only to those with perfect or near-
perfect scores, says Ulzheimer. 
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Here are the three major loans impacted by poor credit: 

#1: Car Loans 

Borrowers with shaky credit can qualify for a car loan, but 
they’ll pay a steep price. Roughly 44% of car loans 
originated during the first quarter of 2012 were given to 
subprime consumers, meaning those with scores lower than 
680 (based on the so-called PLUS range of 330 to 830), 
according to the latest report by Experian. That’s up nearly 
6% from a year prior. 

Interest rates on car loans vary significantly based on the borrower’s score. The best borrowers 
who have at least a 740 score pay 3.2% interest on average on new car loans and borrowers with 
680 to 739 scores pay 4.5%, according to Experian. Borrowers with lower scores could pay 
anywhere from 6.5% and 12.9% on average. 

The difference adds up: On a $10,000 five-year (the average term) new car loan at a 3.2% rate, 
monthly payments will be about $181 – with some $860 in interest paid over the life of the loan. 
At 12.9%, payments are around $227 per month, or $3,620 in interest over five years – an extra 
$2,760 compared to the borrower with pristine credit. 

#2: Credit Cards 

Over the past year, qualifying for a credit card has become 
easier for borrowers who don’t have pristine credit. But the 
rates they’ll get will be more than seven percentage points 
higher than borrowers with near perfect scores. Consumers 
with credit scores above 720 (based on the FICO score that 
ranges from 300 to 850) were charged 12.9% interest rates on 
average during the first quarter 2012, according to the latest 
study by CardHub.com, a credit-card comparison web site. 

Borrowers with FICO scores from 660 through 719 paid 17.1% on average and borrowers 
with scores from 620 through 659 paid 20.3% on average. 

Borrowers with even lower scores who want a credit card might consider a so-called secured 
card, says Odysseas Papadimitriou, chief executive at CardHub.com. To get a secured card, a 
borrower gives the credit-card issuer what is essentially a security deposit, usually at least $200, 
which establishes a line of credit. Their interest rates average 17.7%; in comparison, the few 
regular credit cards that exist for this group of borrowers charge 30% to 36% interest. 

For credit card users, interest rates kick in if they carry a balance. In that case, card users with the 
highest credit scores will save. With a 12.9% rate, borrowers who have a $5,000 balance on 
a credit card and send $150 per month toward paying it down will pay about $1,235 in interest. 
With a 20.3% rate, they’ll pay $2,421 in interest. 
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#3: Mortgages 

Out of all consumer loans, mortgages remain the 
hardest to get, especially for borrowers with 
poor credit. Borrowers with scores below 620 are 
unlikely to qualify, says Ulzheimer. 

Lenders say borrowers’ FICO scores are the most 
important factor in determining whether they’ll 
get approved for a loan and what their rate will be, 
though their overall debt compared to income and 
their down payment size play a role as well. 

Borrowers who have FICO scores of at least 760, make a 20% down payment, have a $300,000, 
30-year mortgage, and pay one point upfront (that equals one percentage of the mortgage 
amount) will have average annual percentage rate of 3.3% or about $1,311 per month, according 
to Informa Research Services. On the other end of the spectrum, those with 620 to 639 scores – if 
they can get approved — will pay 4.9% on average or $1,587 per month – and annually will pay 
$3,312 extra per year. 
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6 Most Damaging Credit Report Errors 
By Kirk Haverkamp  

 
Nearly four out of five credit reports contain errors of 
some sort.  
 
You've probably heard that it's a good idea to check your credit 
reports for errors once a year. But which errors are the ones that do 
the most damage to your credit score?  

By some estimates, nearly four out of five credit reports contain 
errors of some sort. But many, if not most, of these are relatively harmless to your credit score -- 
a misspelled address, an outdated employer or a closed, paid-off account still listed as active.  

Here are six common credit report errors that can do some of the most damage to your credit 
score if left uncorrected.  
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1 - Account listed as closed by lender  

Are there any old accounts that you closed out on your own initiative, perhaps following a billing 
dispute? If so, beware the words "closed by grantor" on your credit report in reference to that 
account. That means it was the lender's decision to close the account, and that never reflects well 
on the borrower. You want to make sure that any accounts that you closed indicate that they were 
paid off and closed voluntarily by you.  

2 - Outdated information  

Most negative items on your credit report -- missed payments, delinquencies, collection efforts, 
charge-offs for unpaid balances -- must drop off your report after seven years. The one exception 
is bankruptcies, which can stay on it for 10. However, if you have some credit blemishes in your 
past, check to make sure they're not still listed on your report after seven years. If they are, 
contact the credit reporting agency that produced the report to have it corrected.  

3 - Bogus accounts  

Occasionally, you might find on your credit report an account that you don't recognize. In the 
worst case, it could be that someone has stolen your personal information to open an account in 
your name. A more benign possibility is that the account belongs to someone with a similar 
name or social security number and was mistakenly listed on your credit report.  

Either way, you want to get this cleared up fast. Although you are not legally responsible for any 
debts incurred through fraudulent accounts, they can still wreak havoc on your credit until you 
get them cleared up. If you are a victim of identity theft, you'll want to report it to the FBI 
immediately, and submit an identify fraud report to each of the three major credit reporting 
companies.  

If it's just someone else's account, you'll still want to get it off your report as quickly as possible. 
Even if the account is in good standing, that could change suddenly, quite possibly right at the 
time you need your credit to take out a mortgage or other major loan.  

4 - Duplicate accounts  

It sometimes happens that information for a credit account gets double-reported to a credit 
bureau -- that information for the same account shows up twice. So instead of your credit report 
showing that you have one BigBucks Bank credit card, for example, it shows that you have two.  

This means that any balance you have on that card is effectively doubled in terms of your credit 
report, giving the impression you're carrying more debt than you actually are. Furthermore, any 
missed payments or other blemishes on the account will likewise be doubled.  

One of the most common ways that accounts get double-listed on a credit report is when they've 
been passed off to collection agencies, so it's reported by both the original lender and one or 
more collection agencies that have handled the account. All of that simply magnifies the original 
blemish on your credit.  
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5 - Old disputes  

If you've ever had an ongoing disagreement with a lender that resulted in your withholding 
payment for a period of time, it could show up on your credit report even if the dispute was 
eventually resolved in your favor. It could be that the lender once reported you as late with your 
payments and never corrected it after the dispute was resolved. This is why you always want to 
keep any correspondence over billing disputes and other credit records for at least seven years.  

6 - Ex-spouse fallout  

Money, they say, is one of the primary causes of breakups. Unfortunately, the consequences can 
stick with you for a long time on your credit report. Couples that merge their finances and credit 
accounts sometimes find that they're stuck with their partner's financial indiscretions long after 
things go south.  

While you can't do anything about the credit damage suffered while you were still a couple, you 
don't have to accumulate any further black marks after you've separated your financial affairs. 
Make sure you take your name off all joint accounts and keep a an eye on your credit reports -- 
maybe order one every four months, since you're entitled to a free report from each of the three 
credit reporting agencies once a year.  

When you find an error  

If you find a mistake on your credit report, the first thing you want to do is contact the credit 
reporting firm that produced the report and tell them you are challenging that item. You'll need to 
do this in writing. Include copies of any documents supporting your case -- don't send the 
original documents!  

They are then required to investigate, usually within 30 days, and get back to you in writing. If 
they find the information they had was inaccurate, they must correct it and inform the other two 
credit reporting agencies of their findings.  

If the credit reporting agency doesn't resolve the dispute in your favor, you can ask to have a 
statement disputing the item including in future credit reports. Next, contact the lender who 
reported the item and tell them you are disputing it. Include copies of supporting documents. If 
you can show the information is incorrect, they must tell the credit reporting agency to remove 
the negative item from your report.  

You are entitled to a free copy of your credit report once a year from each of the three major 
credit reporting agencies -- Equifax, Experian and Transunion. They jointly operate a web site, 
www.annualcreditreport.com, through which consumers may order their reports.  

Note that only your credit report is free -- if you want your FICO credit score, you'll either have 
to pay for it or sign up for a paid credit monitoring service. The official source for ordering credit 
scores is www.myfico.com; note that only Equifax and Transunion sell FICO scores directly to 
consumers. You may receive a free credit score along with your free credit report, but that will 
not be a FICO score.  
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Why Are Credit Report Errors  
So Hard to Fix? 
By Martha C. White 

A year-long investigation by the Columbus Dispatch has uncovered systemic flaws in the data 
collection and dispute resolution processes used by the credit bureaus. For Americans who find 
errors in their credit files, this can mean months of frustration trying to get the mistakes 
corrected. And during that painful process, many people are denied credit cards, mortgages and 
car loans, or are forced to pay much higher interest rates because of errors on their reports — 
errors consumer advocates say the bureaus could easily fix if they so choose. 

The Dispatch‘s series of articles about the issue caught the attention of Ohio Attorney General 
Mike DeWine, who calls the findings “stunning and infuriating,” and tells the paper he’s reached 
out to his counterparts in other states with the aim of jointly pursuing this issue. “We’re going to 
take this and run with it,” he says. 

The analysis included 30,000 consumer complaints filed with the Federal Trade Commission and 
attorneys general in 24 states. The complaints were about unresolved errors in credit files held by 
one or more of the big three credit reporting agencies: Equifax, Experian and TransUnion. 
The Dispatch‘s research shows an error rate of around 30%. In many cases, attempts to fix even 
simple mistakes dragged on for months, according to interviews with some of the people 
interviewed by the paper. 

Stuart Pratt, president and CEO of the Consumer Data Industry Association, the trade 
organization that speaks for the credit bureaus, defends the industry in the Dispatch‘s 
investigation, calling the examples “isolated problems.” He says many of the mistakes in 
people’s credit reports aren’t the type that he calls “an error of consequence.” 

“The important question [is not] whether or not we found an error, but how many errors are 
consequential,” he added. Pratt claims that in industry-backed research, only half of a percent of 
the credit bureau databases contain errors that would prevent someone from obtaining credit or 
affect their interest rate. 

Perhaps unsurprisingly, consumer advocates came up with some different results when they 
crunched the numbers. “Studies from U.S PIRG and Consumers Union have found errors in 25% 
of credit reports serious enough to cause a denial of credit,” a 2009 report by the National 
Consumer Law Center says. That report also cites an FTC study in which the results of an 
(admittedly small) pilot program found errors in 53% of credit reports. 
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Pratt tells the Dispatch the FTC’s numbers can’t be relied upon because they’re self-reported, 
meaning they could include people trying to get a legitimate debt erased in order to game the 
system. He estimates that at least a fifth of all the FTC’s complaints fall into this category. 

Chi Chi Wu, staff attorney at the NCLC, dismisses the notion that a person trying to lie to the 
credit bureaus would turn to a federal law enforcement agency to accomplish this. 

What about if your credit report is merged with someone else’s? The NCLC’s Wu says credit 
bureaus use truncated Social Security numbers, which can lead to one person’s data being 
merged with another if their numbers are similar. The bureaus “have been known to mismerge 
files when the consumers’ names are similar and they share seven of nine digits in their SSN,” 
the NCLC says in its 2009 report. 

“I’m not aware of the bureaus using a truncated SSN,” Pratt says. 

He may not be, but this practice was described by Equifax during a 2006 lawsuit against 
Discover Financial Services as an explanation as to why one woman’s credit file had been mixed 
up with that of another woman. At the time, Equifax said, “The files in this data bank are ‘built’ 
using a search logic that is designed to organize credit information in a single file pertaining to 
one consumer if the information matches at least seven of the nine digits of that consumer’s 
Social Security number, and has the same name and same state of residence.” 

Pratt also says the Social Security Administration is partly to blame for both “double-issuing” 
Social Security numbers and for accidentally listing living citizens as deceased. 

The NCLC’s Wu says that even though consumers buy credit reports from the bureaus, 
consumers are not the primary clients. Companies that buy or supply data are, which Wu says is 
a disincentive for bureaus to address consumer complaints. ”The credit bureaus don’t want to 
spend money investigating disputes [because] there’s no profit for them,” she says. “That’s why 
they’ve automated the heck out of the dispute system.” 

Wu’s advice: “If you do have an error, dispute it a couple of times and then get an attorney.” 
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How Accelerate Credit Repair  
Can Help Restore Your Credit 

 
A study by the National Association of State Public Interest Research Groups  
found that almost 79 percent of all credit reports had some type of error. 

 
Why Average Consumers Have Difficulty Resolving Credit Problems: 
The three major agencies, Equifax, Experian and TransUnion, have a 2-tier system for resolving 
errors. One is for average consumers and the other is for celebrities, politicians, judges and other 
influential people. People on that list get special help from employees in the US and errors are 
usually corrected immediately.1 
 
For everyone else, disputes are entered into a largely automated system and outsourced to 
subcontractors overseas. Workers there spend about 2 minutes analyzing the request and entering 
it as a 3-digit code into a computer system. Many times, consumer advocates say, the 
investigation is a perfunctory check of the bureau's own records.1 

 

Credit Bureaus Don't Believe Average Consumers 
"Credit-reporting agencies are naturally suspicious of documents they receive from consumers 
because anyone with a computer can create an official-looking record", says Norm Magnuson, 
vice president of public affairs for the Consumer Data Industry Association, in Washington, 
D.C., the credit bureau industry's trade group and congressional lobbying arm.2 

 
 
1 The New York Times May 14, 2011; http://www.nytimes.com/2011/05/15/your-money/credit-
scores/15credit.html?_r=0 
 
2 The Columbus Dispatch Investigation-Credit Scars, May 6, 2012 
http://www.dispatch.com/content/stories/local/2012/05/06/credit-scars.html 
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Top 10 Reasons People Choose 
Accelerate Credit Repair 

 
  Proven Results 

We have helped our clients remove negative items from their credit report, including 
bankruptcies, liens, judgments, foreclosures, charge-offs, collections, repossessions 
and late payments. 
 
Risk-Free, 100% Money-Back Guarantee 
Accelerate Credit Repair offers industry-leading credit repair services backed by a 
100% money-back guarantee.  
 
Low Price/Best Value  
Unlike other companies, there is no limit to the number of items we dispute at one 
time. That way, our clients pay a one-time, flat fee and avoid additional charges. 
 
No Recurring Monthly Fees or Long-term Commitments 
We don't prolong the process over 6 months to 1 year just to collect monthly fees. 
We get our job done right with only 1 round of disputes, eliminating the need for  
on-going fees. 
 
Fast Results 
Our credit repair service is unmatched in terms of effectiveness and speed. 
Typically, our clients experience results within 30 days.  

 We Do All the Work for You 
When you become our client, we do all the work for you. There's no need for you to 
contact credit bureaus on your own to dispute information on your credit report. We 
send letters on your behalf, written by attorneys, using special language, to dispute 
questionable, negative items on your credit report.  

 Proprietary Technology 
We utilize proprietary technology to streamline and simplify the credit repair 
process. Our proprietary system creates faster turnaround times, stronger client 
support and greater client satisfaction. 

 
Highest Ethical Standards 
In addition to our industry-leading services, proprietary technology and expertise, 
we strictly adhere to industry guidelines and regulations. Additionally, we hold 
ourselves to the highest ethical standards. 

 
Nationwide Service 
Accelerate Credit Repair services are available in all states. 

 
Better Business Bureau Membership 
The parent company for Accelerated Credit Repair is a Better Business Bureau 
(BBB) Accredited Business, with an impeccable A Rating. Accelerate Credit Repair 
is a member in good standing of the BBB in Nashville, Tennessee.  
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Before/After Results of Our Clients 
 
 
 
 
 
 


