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What Drives A FICO ® Score

NOT Considered: ▪ Race ▪ Income
▪ Age ▪ Employment

© 2010 Fair Isaac Corporation. Confidential.3

▪ Gender ▪ Address



Most Consumers Have Good Scores
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65% of  US Consumers have a FICO® score of 650 or higher 



Delinquency Data Study Shows…

» Consumers with previous indications of not paying as agreed are more 
likely to demonstrate higher future risk.

M d f t i k ( t 12 th f i d ) f l» Measured future risk (recent 12-month performance window) for several 
population segments of interest.
Population
Segment Description Bad Rate

%Segment p %
1 No mortgage, clean on other accounts 5.0%

2 No mortgage, has delinquency on other accounts 42.1%

3 Has mortgage clean on mortgage clean on all other accounts 2 9%3 Has mortgage, clean on mortgage, clean on all other accounts 2.9%

4 Has mortgage, clean on mortgage, delinquency on other accounts 18.9%

5 Has mortgage, delinquency on mortgage, delinquency on other accounts 49.6%

6 Has mortgage, delinquency on mortgage, clean on other accounts 17.5%

» Consumers with negative mortgage information experienced future bad 
t th t 6 t 17 ti hi h d t ith

Bad Rate = 90+ days past due on any credit obligation
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rates that are 6 to 17 times higher compared to consumers with no 
negative items on file.



Mortgage Delinquency Impact To FICO® Score

Consumer A Consumer B Consumer C
Starting FICO Score ~680 ~720 ~780Starting FICO Score ~680 ~720 ~780
FICO® Score after these events:
30 days late on mortgage 600-620 630-650 670-690
90 days late on mortgage 600-620 610-630 650-670
Short sale / deed-in-lieu / 
settlement (no deficiency balance)

610-630 605-625 655-675

Short sale (with deficiency balance) 575-595 570-590 620-640
Foreclosure 575-595 570-590 620-640
Bankruptcy 530-550 525-545 540-560Bankruptcy 530 550 525 545 540 560

Source:  FICO® Banking Analytics Blog.  ©2011 Fair Isaac Corporation
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Estimated Time For FICO® Score To Fully Recover

Consumer A Consumer B Consumer C
Starting FICO Score ~680 ~720 ~780Starting FICO Score ~680 ~720 ~780
FICO® Score after these events:
30 days late on mortgage ~9 months ~2.5 years ~3 years
90 days late on mortgage ~9 months ~3 years ~7 years
Short sale / deed-in-lieu / 
settlement (no deficiency balance)

~3 years ~7 years ~7 years

Short sale (with deficiency balance) ~3 years ~7 years ~7 years
Foreclosure ~3 years ~7 years ~7 years
Bankruptcy ~5 years ~7-10 years ~7-10 yearsBankruptcy 5 years 7 10 years 7 10 years

Source:  FICO® Banking Analytics Blog.  ©2011 Fair Isaac Corporation
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Credit  Missteps Impact to FICO® Score  

Alex has a FICO score of 680 and: Benecia has a FICO score of 780 and:

Has six credit accounts, including Has ten credit accounts, including , g
several active credit cards, an active 
auto loan, a mortgage, and a student 
loan

, g
several active credit cards, an active 
auto loan, a mortgage and a student 
loan

An eight-year credit history A fifteen-year credit history

Moderate utilization on his credit card Low utilization on her credit card 
accounts (his balances are 40-50% of 
his limits)

accounts (her balances are 15-25% of 
her limits)

Two reported delinquencies: a 90-day Never has missed a payment on anyTwo reported delinquencies: a 90 day 
delinquency two years ago on a credit 
card account, and an isolated 30-day 
delinquency on his auto loan a year ago

Never has missed a payment on any 
credit obligation
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Has no accounts in collections and no 
adverse public records on file

Has no adverse public records on file



Credit Missteps Impact to FICO® Score 

Alex Benecia
Current FICO score 680 780
Score after one of these is added to credit report:
Maxing out a credit card 650-670 735-755
A 30-day delinquency 600-620 670-690A 30 day delinquency 600 620 670 690
Settling a credit card debt 615-635 655-675
Foreclosure 575-595 620-640

» The magnitude of FICO® Score impacts is highly dependent on the starting score

» While a score may begin to improve sooner, it could take up to 7-10 years to fully 
recover, assuming all other obligations are paid as agreed

» In general, the higher the starting score, the longer it takes for the score to fully recover

» Even if there is minimal difference in score impact between moderate and severe 
delinquencies, there may be significant difference in time required for the score to fully 
recover
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recover

» It is important to note that research was done on select consumer profiles; results may 
vary beyond what is displayed in the charts



Overtime, FICO® Scores Can Rebound

» Most delinquency and derogatory related items required to be 
purged after 7 years*

» As delinquency and derogatory information ages on the credit 
report, less points are lost for “recency related” characteristics 
(assumes no new late payments hit the file)

» Demonstration of other sound credit behaviors will help the score
» Keep balances low 
» Make payments on time» Make payments on time
» Only apply for credit when needed 

* Bankruptcies can remain on file for 10 years.
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Defining Strategic Default

Conceptually
» A consumer who can afford to continue paying 

their mortgage, but decides to default in 
response to (or in anticipation of) reaching 
negative home equity

More concretely
Mortgage delinquency (90+ past due)» Mortgage delinquency (90+ past due)

» Staying current on non-mortgage-related 
trade lines

» Loan-to-Value has exceeded some threshold 
(for example, 90% or 100%)
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Profiling of Strategic Defaulters

Relationship between CLTV and P(SD)

» Varies by geography; e.g., CA, NV, FL, AZ

» Varies by judicial vs. non judicial states

» Varies by recourse vs. non-recourse states

Compared to those who go delinquent across-the-board, 

y

p g q ,
strategic defaulters have:

» Better FICO score (good previous credit history)

» Lower utilization, less over-limit on credit card (better credit management)» Lower utilization, less over limit on credit card (better credit management)

» Less retail balance (spend money carefully)

» Shorter length of residence in the property (less attachment)
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FICO® Score Resources 

» Wealth of credit scoring information at www.myFICO.com and 
www.scoreinfo.org

» Consumer can also obtain their FICO score, explanation and 
underlying credit report to understand their specific credit 
situation

» Other FICO credit educational brochures and learning aids 
available as well
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THANK YOU
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