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As we all know, a good credit score is one 

of the most important aspects of financial 

stability. Lenders, landlords, insurers, and 

utility companies all examine this rating; 

therefore, failing to maintain a good 

credit score could put a strain on one’s 

financials.

With so many misconceptions surrounding 
what helps or hurts a credit score, it can be 
difficult to separate fact from myth Even the 
most well-informed consumers do not fully 
understand how credit scores work and may 
still believe in some of the most common myths 
about them. 

The following guide will help clear up some of 
these credit score myths and provide tips to 
keeping your score in the best shape possible.
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One of the most common beliefs about credit 
scores is that checking your own credit will 
lower your credit score. Fortunately, requesting 
a copy of your own credit report will not have 
an effect on your credit score. Your credit score 
is only impacted when the credit check is made 
for credit cards or loans.

Identify and Correct Inaccuracies 
This myth can be very dangerous to your credit 
score as it discourages you from monitoring 
your credit report. It is important to review 
your credit report periodically to identify and 
address any inaccuracies. Keeping an eye on 
your credit report will allow you to confirm that 
your payment performance is accurate and will 
enable you to remove any accounts that are 
falsely reported. 

Errors on your credit report can put a damper 
on your credit score and impact how lenders 
evaluate your credit worthiness. 

Myth #1:  Checking Your Credit     
    Hurts Your Credit Score
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Many consumers believe that all they must 
do to keep a strong FICO score is pay their 
bills on time, but there is more to a good credit 
score than just a good payment history. Paying 
your bills on time accounts for just 35% of 
your credit score. The other 65% is comprised 
of the amount owed (30%), length of credit 
history (15%), new credit (10%) and type of 
credit (10%). It is important to take all of these 
components into account when reviewing your 
credit profile.

Make Late Payments a Thing of the Past
It is also important to note that your credit 
score is impacted by both positive and negative 
information on your credit profile. Late 
payments will have a negative effect on your 
score; however, if you improve your payment 
habits and consistently pay on time, you may 
see an increase in your credit score.

Myth #2: Paying Bills On Time  
    Is All You Need To Do
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Asking your lenders for lower limits does not 
necessarily improve your credit score. In fact, 
maintaining substantial credit limits can 
actually help your score so long as you do not 
run up the debt to the maximum limit. When 
reviewing your credit profile, most lenders 
look for a fairly wide gap between the limit 
available and the actual amount of credit you 
are using.

Get to Know Your FICO Score 
As you know, your FICO score is based on a 
number of calculations. How much debt you 
owe makes up 30% of your score and can be 
calculated using your debt-to-available credit 
ratio. Debt is how much money you owe on all 
your credit cards, and the available credit is 
the sum of all the credit lines that are open. 

The lower your debt-to-available credit ratio 
the better your score. Therefore, if you reduce 
your credit limits but maintain the same debt, 
your debt-to-credit ratio will increase and can 
reflect negatively on your credit score.

For example, if you have $3,000 debt on your 
credit card with a limit of $10,000, you’re debt-
to-available credit ratio is 30%. If you were to 
lower your credit limit to $7,500, you’re debt-
to-available credit ratio would jump up to 75% 
and this could possibly lower your credit score. 
  

Myth #3: Lowering Your Credit Limit  
     Helps Your Credit Score
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Closing credit cards does not help your credit 
rating. In fact, when you close an account your 
credit score may take a hit. Because the length 
of your credit history makes up roughly 15% of 
your FICO score, closing a credit card with a 
long payment history could be detrimental to 
your score.

Reasons to Keep Your Credit Cards Active 
If you stop using one of your oldest credit cards 
over a period of time, the card issuer may 
stop reporting updates on the account to the 
credit bureaus or close the account altogether. 
Even if the account still appears on your credit 
report, this long-standing credit account will 
not positively impact your score as much as it 
would if it were actively being used. 
The longer your credit history, the better. So 
it may be good for your score to keep an older 
account open and use the card at least once a 
month.

If you feel you must close an account, it is 
better to close the most recently opened cards 
first. For example, if you recently opened up a 
credit card to receive a discount, this would be 
the account to consider closing first.

Myth #4: Closing A Credit Account 
    Can Help Your Credit Score
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Very often, many consumers believe having 
several active credit cards help improve 
their FICO score. However, the truth behind 
this myth depends on a number of factors. 
Depending on your overall credit history, 
opening several credit card accounts can 
actually hurt your credit score. For instance, 
having several credit cards with either high 
balances or high credit limits can have a 
negative effect on your credit score.

High Balances Can Hurt Your FICO Score 
Regardless of the number of credit cards 
you have, whether 5 or 25, maintaining 
high balances can hurt your FICO score. To 
lenders, having high balances on credit cards 
indicates you may be a higher risk and this 
can impact whether credit is extended to you. 
Furthermore, having high debt-to-credit ratios 
on your open credit accounts will not help your 
credit score either.

Overall, opening too many credit cards only 
affects your credit score if you don’t handle 
them properly.

Myth #5: Opening Many Credit Cards 
    Is Good For A Credit Score 



We hope you found this whitepaper to be 
informative. Having a good credit score is the 
key to obtaining loans for a new car, home or 
small business. So, make sure you take the 
steps necessary to achieve and maintain a good 
credit profile. 

 

About Balboa Capital
Balboa Capital is a technology-driven financing 
company that provides business owners with 
fast, hassle-free solutions to fuel their growth 
and success. The company specializes in 
small business loans, equipment financing, 
commercial financing, equipment vendor 
financing, and franchise financing. 

Balboa Capital developed an intuitive online 
platform that simplifies the entire financing 
process. Calculators provide instant estimates, 
applications can be completed and submitted 
in a matter of minutes, and sophisticated credit 
scoring technology provides instant decisions. 
Visit http://www.balboacapital.com to learn 
more.

Summary
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