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When You Apply For

Credit

Before you apply for credit, it is helpful to know
how lenders decide whether or not to give credit.

Lenders have certain laws they must obey. The
Equal Credit Opportunity Act is one. It says that a
lender must be fair. The law says that a
consumer cannot be denied credit because of
age, sex, marital status, race, color or
religion. Also, credit cannot be denied because a
person is a welfare recipient (such as receiving Aid
to Families with Dependent Children) or a Social
Security recipient or because all or part of the
person's income is alimony.

This means that a creditor may not use any of
these reasons to:

• discourage you from applying for a loan or credit,

• refuse you credit if you otherwise qualify, or

• lend you credit on different terms from other
persons with similar income, expenses, credit
history and collateral.

It also means that you may not be denied credit
just because you are married, single, widowed,
divorced or separated.

But the law does not guarantee that you will get
credit. You must show the creditor that you are
able and willing to repay.

What Creditors Look For

Creditors are interested in your ability to
repay, your willingness to repay and security
to protect the loan.

Ability to Repay is summed up in this
question: "Are you financially able to repay the
debt?" Creditors will want to know about your
employment: What is your job? How long have you
worked and how much do you earn? They usually
will want to know your expenses; for example. how
many people do you support and how much rent do
you pay?
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Willingness to Repay is judged by how
reliable you have been in paying other debts.
Creditors will look at your credit history or credit
rating. This is the record of other times you have
used credit. They may also look for signs of stability;
for example, how long you have lived at your
present address.

Security (or Collateral) is something the
borrower owns that guarantees his promise to pay
the debt. The lender may ask if you own things that
are worth more than the amount of money you
want to borrow. This might include a car, a savings
account or other items of value.

Creditors use this type of information to decide
if they are going to give credit. What information is
used may be different for each creditor.

In making their decision, creditors not only use
different information, but different creditors have
different guidelines for deciding when to grant
credit. With the same information, one lender might
decide to give credit while another might refuse.
Apply to several reputable creditors. If one source
of credit turns you down, go to another. Each
individual creditor may have different lending
policies.

What If Yau Are
Denied Credit?

When you apply for credit, the lender is
required by law to notify you in writing within 30
days after you complete the application if your
credit or loan has been denied. If the notice you
receive does not tell you why you were denied
credit, find out why. Ask the lender to explain it
to you. There may be something you can do to
change your credit worthiness. For example, you
may be able to apply for - and get - a smaller
amount of money.

If you have been denied credit, write to the
credit bureau mentioned in the letter you receive
and ask to see a copy of the information in their files
about you. Ask to have any errors corrected or give
the:n a statement telling your side of the story to
put in the file.



If the creditor refused to tell you why you were
denied credit or you believe you have been
discriminated against, ask to speak to the person in
charge about your problem. If you still do not get a
satisfactory explanation of why your credit was
denied, find out where you can make a formal
complaint.

When you apply for credit, you have an
equal opportunity to get credit. You also
have the responsibility of proving to the
lenders that you are a good risk!

Sample Application
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Other publications in this series include:
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