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If you're like most Americans, you have credit cards — and credit card debt. The average
household carries over $16,000 in credit card debt, amounting to $747 billion nationwide,
according to Nerdwallet. You may think you understand how credit works, but what you
don't know can hurt your credit score. Here are five common credit myths that can block
your path to financial well-being.

Myth No. 1: Checking Your Credit Score Counts Against You

The consequences of running a credit check depends on its purpose and your own
background. According to FICO, a single new credit application may not affect your score at
all, or it could raise it by less than five points if you have a short credit history.

Checking your own score to see where you stand is a soft inquiry that won't hurt you a bit.
Credit card companies are increasingly providing customers with free credit scores. You can
also get a free credit report through AnnualCreditReport.com. Keep in mind that a credit
report isn't the same as a FICO credit score, which is what many lenders look at when
considering your application.

Ready access to your FICO score is a useful tool. Holders of a KeyBank consumer credit card
enjoy that access as a benefit of online and mobile banking.

Myth No. 2: Carrying a Balance Improves Your Score

Carrying a debt load will not improve your credit score, and with an average interest rate of
15 percent, according to CreditCards.com, credit cards are an expensive way to fund

purchases and an easy way to get in over your head. Nevertheless, only 35 percent of credit
card users do not carry debt, reports Money.

Owning a credit card helps you establish credit, and paying it off each month puts you in
good financial standing. Though you're only required to pay the minimum balance, it's best
to pay the full amount and avoid accumulating interest that can weigh you down later.

Myth No. 3: Closing an Account Means You're Financially
Responsible
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Actually, closing an account could hurt your credit score. Your FICO score is calculated in
part by how much available credit you actually use, known as your credit utilization ratio. For
a good score, you should keep your ratio under 30 percent. If you close an account and accrue
a larger balance on the other card, your ratio could balloon.

If your card doesn't require an annual fee, it's best to keep it. That doesn't mean you have to
use it — you can even cut it up if you want to. Just don't close the account.

Myth No. 4: Maxing Out Your Card Isn't a Problem as Long as You
Pay the Balance on Time

Even if you always pay your balance on time, maxing out on your credit card will catapult
your credit utilization ratio to 100 percent, lowering your credit score. It makes credit card
companies nervous, despite the fact that they allowed you to do it, and some will close your
account. If you're maxed out, you might have trouble repaying the debt on time.

Myth No. 5: Credit Only Refers to Credit Cards

A credit card helps you build a track record, but people with the highest scores have a mix of
credit cards and other types of loans, such as mortgages, car loans and student loans. Paying
off several types of debt demonstrates financial acumen and improves your score. It also
shows lenders you can handle the type of credit they extend.

Using credit responsibly improves your score and brightens your financial future. To get on
the right path, embrace reality and let go of damaging credit myths.

This information and recommendations contained herein is compiled from sources deemed
reliable, but is not represented to be accurate or complete. In providing this information,
neither KeyBank nor its affiliates are acting as your agent or is offering any tax, accounting,
or legal advice.

By selecting any external link on Key.com, you will leave the KeyBank website and jump to an
unaffiliated third-party website that may offer a different privacy policy and level of security.
The third party is responsible for website content and system availability. KeyBank does not
offer, endorse, recommend or guarantee any product or service available on that entity's
website.
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tel:18005392968

Clients using a TDD/TTY device:
1-800-539-8336

Clients using a relay service:
1-866-821-9126
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Schedule an Appointment
Talk to a Branch Manager in your neighborhood.

Schedule an appointment now
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Find a Branch or ATM
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