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Understanding and Improving Your Credit Score

Y

our credit score has a huge impact on some of the biggest aspects of your adult life. You’ll likely
need a decent score if you want to
rent, lease or finance a car, open a
credit card account, and of course,
buy a home. Even potential employers can check your credit to screen
applicants who may be a theft or
fraud risk to their company. Your
credit score is incredibly important,
and neglecting to improve it can result in low scores that lead to high
interest rates and, thus, cost you
more money. To avoid making costly mistakes that harm your credit,
you first have to understand how it
works.
When lenders and credit issuers
evaluate an application, they usually want both your credit report and
credit score. The score is a mathematical calculation based on the information found on your credit
report. The score represents how
much of a credit risk you may be to
lenders. You have probably heard
your credit score referred to as your
FICO score, because the software
used to calculate it was developed
by Fair, Isaac, and Company, or
FICO. All the major credit reporting
companies use FICO scores but
sometimes different sets of information on their reports. FICO scores
range from 300 (the highest risk) to

850 (the lowest risk), and that score
depends on many factors. The major
factors are the following:
• Bill payment history. If you consistently pay your bills on time,
that will be reflected in a higher,
less-risky score. But if you’ve
been late in payments, had debt
sent to collections, filed for
bankruptcy, etc., that will factor

into a lower, higher-risk score.
• Your outstanding debt. This is
your total debt, including mortgage, car loans, student loans,
credit cards, home-equity lines of
credit, and any other type of loan
reported to a credit agency. And
while it may seem like lower balances will always result in better
Continued on page 2

How Much Is Too Much to Pay for a House?

T

here are a few situations in life
when it seems like money
should be no object: weddings,
birthdays…and purchasing a dream
home. But in reality, a house is generally the largest investment people
make over the course of their lifetime; and there is real financial
danger to being blind to important
factors when looking at a beautiful
home. Before you let yourself fall in
love with the house you’re considering, think about the location, comparable houses, area trends, and a
realistic budget to see if it’s worth
the asking price.
Location, location, location. You
fall in love with the house itself, but
much of its value has more to
do with where it is than the highend finishes inside. Ask yourself the
following questions:
• How attractive is the area?

• How easy is it to get around?
• What is the crime rate?
• How are the schools?
This is also where the “Buy the
worst house on the block” adage
comes in. It’s not that you must buy
an ugly house, but recognize the
house can change, but the location
won’t. So you may as well get a bargain in a great location instead of
paying for a premium house.
Sometimes a location that seems
unappealing is actually undergoing
positive change. Consider current
trends in the neighborhood (you
may need the help of a real estate
professional) to try to determine
how much value the property will
hold. Ask yourself the following
questions, for starters:
• Are young, upwardly mobile
families starting to move into
Continued on page 3
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Credit Score

Do You Have Too Much Debt?

Continued from page 1

scores, a very important factor is
how much available credit you
don’t use. Those who use credit
sparingly — about 10% of what
they have available and no more
than 30% — will have the highest
credit scores.
• How long you’ve had a credit
history. The longer you have had
and used credit (responsibly), the
higher your score. Even better is
if you have established long-term
credit with the same set of
lenders. College graduates will
find themselves with a silver lining to all those student loans:
they have been building a credit
history, even if they’ve never
touched a credit card.
• Different types of credit. If you
have a mix of fixed-payment
loans and revolving credit (like
a credit card), you will have a
higher score to reflect the variety
of credit.
• Hard credit pulls. If you have
applied for credit several times in
a short period of time, it will signal to lenders that you may be a
risky option. This risk results in a
lower FICO score. However, multiple applications for a specific
type of credit in a short time
frame (such as rate shopping for
a mortgage lender) does not have
the same negative effect.
Now that you know what your
credit score is based on, it is easier to
understand why those factors are
important to lenders. Applicants
with credit scores of 720 and higher
receive the best deals when it comes
to interest rates. If your score is
below that, there are ways to improve it:
• Review your credit report to stay
updated and catch any mistakes.
Your score is based on information on your credit report, so any
errors on the report could be
costly for you even if you actually have a good credit history. Get
copies of your report from the
three main reporting agencies

V

arious rules of thumb exist to
help determine when debt levels are excessive. For instance, one
states your total debt payments including your mortgage and credit
card bills should not exceed 36% of
your gross monthly income. The
problem with rules of thumb, however, is they don’t take into account
your unique circumstances. Look
for these signs that your debt level
may be getting too high:
• You have no money left over at
the end of the month. If you
have nothing left to save after
paying your bills every month,
your debt may be too high. Be
especially concerned if you have
to dip into savings to pay bills.
• You’ve reached your maximum
credit limit. If you’ve maxed
out your credit card limits or are
considering obtaining new ones
for additional credit, your debt
may be getting out of hand.
Credit cards should be used as a
convenience, not to finance an

unaffordable lifestyle.
• You’re only making minimum
payments. Minimum payments
on credit card debt are so low
that it can take decades to pay it
off. It will be difficult to get
your debt under control if
you are only making minimum
payments.
• You don’t have an emergency
fund. Ideally, you should set
aside three to six months worth
of living expenses in case of
emergencies, such as a job loss or
major home or car repair. If you
can’t maintain that due to debt
payments, your debt level is
probably too high.
• You’re not comfortable. The ultimate test of whether your debt
level is too high is your comfort
with it and the payments that
must be made.
If your debt level is too high,
take steps now to get it under control. Please call if you’d like help
with your debt. zxxx

(Experian, TransUnion, and
Equifax) and check each for mistakes. You are entitled to one free
report from each company every
year.
• Pay your bills on time. Check to
see if your credit report shows
any late notices. If you have an
otherwise good credit rating, you
might be able to get the lender to
remove the notice.
• Reduce your credit utilization
rate. Your score is higher when
your debt is lower as a percentage of your available credit. Pay
down whatever you can and stop
using credit for large purchases.
If you cannot pay it down right
away, ask your lender to increase
your available credit. This way
your outstanding debt will be a
lower percentage of available
credit…but you will need to resist the temptation to draw on
any of that newly available credit.
Make sure you never use more

than 50% of available credit.
• Keep credit card accounts open.
This may seem counterintuitive,
because once you’ve paid off a
balance you probably want the
satisfaction of closing it out. But
when you close the account, you
no longer have that available
credit to count toward your utilization percentage. If you have
more than five credit cards, close
the newest ones so your longterm credit relationship stays in
the report.
• Consider installment loans if you
only have revolving credit. Fixedpayment loans like a car loan or
mortgage will increase the variety of credit in your report, and
you will be rewarded in your
FICO score.
• Avoid asking for more credit as
much as possible. Inquiries about
more debt will show up in your
credit file like hard pulls and will
lower your credit score. zxxx
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Pay for a House?

How Mortgage Appraisals Work

Continued from page 1

the area?
• Are new roads being built or
existing highways being expanded?
• How is the economy? Consider
the national, regional, and local
confidence in the economy.
• Is it a buyer ’s market with too
much supply and not enough demand driving prices down or a
seller’s market that may result in
aggressive bidding wars over
most properties?
If you’ve determined the house
is in the location that is best for you,
you still need to figure out if the
dollar amount per square foot is
reasonable. What are comparable
houses selling for? A good real estate agent who is familiar with the
neighborhood can help you figure
out if the house is overpriced for the
area by checking recently sold
homes with similar square footage
and features.
It can be difficult to determine
the accurate and future value of a
home, but it’s a bit easier to figure
how much you can afford to pay for
a house. Your lender will set a ceiling for you by determining how
much they will approve for you to
borrow based on your income-todebt ratio and other financial risk
factors. But just because you may
be approved for a large amount
does not mean you should spend it.
Consider how those mortgage payments will factor in with everyday
expenses and your lifestyle, and
don’t forget you will need an emergency fund for costly home repairs.
Before you fall in love with a house
you may not be able to afford, set a
budget that works for your circumstances and house shop in that
range.
Nowadays with sites like Zillow
and Realtor.com, it can be hard to
only look within your means.
Scrolling through listings on your
couch is much easier than going out
to tour each one with your agent,
FR2018-0521-0002

O

nce you have a contract to
purchase a home or if you are
refinancing your existing home,
lenders will order an appraisal of
the property. An appraisal is simply
an unbiased professional opinion of
what the home is worth.
When a lender gives you a
mortgage, the home serves as the
collateral for the loan. If the mortgage goes into foreclosure, the
lender will sell the house to recoup
the money. The appraisal provides
assurance to the lender that the loan
is reasonable.
The Appraisal Process
All 50 states require that appraisers be licensed and familiar
with the area in which they are conducting appraisals. Federal regulations also require appraisers to
be impartial and have no direct or
indirect interest in the property.
Most appraisers use the Uniform Residential Appraisal Report
from Fannie Mae. Appraisers do a
thorough inspection of the interior
and exterior of a home. They document the number of bedrooms and
bathrooms, other home amenities,
and square footage. They will also
look for any conditions that would
negatively impact the value of the
home.
Appraisers also look at sales of
other homes in the same area and
compare values to the home they

and the pricey homes tend to have
lovely photographs. So don’t underestimate the pull of a seemingly perfect but over-budget home. HGTV
shows are as popular as they are for
this very reason: we love beautifully
designed (and expensive) houses. If
you find yourself having a hard time
resisting the premium priced house,
consider your overall financial objectives.
If you buy the most expensive
house you can get, will that stall
your savings for your children’s

are inspecting. The appraiser then
provides a complete report, which
must include:
• A street map showing the location of the property
• An explanation of the calculation
of the square footage
• A sketch of the home’s exterior
• Photographs of the front, back,
and street view of the home
• Copies of comparable sales used
• Other documentation, including
market sales data, public land
records, and public tax records
Most appraisals cost several
hundred dollars and are typically
paid for by the purchaser.
The Appraised Value
If the appraised value of the
home is at or above the agreedupon purchase price, you will be on
your way toward the closing. However, if it is valued below the contract price, the whole deal can go
sideways. Typically, the lender will
approve a mortgage with a loan-tovalue (LTV) ratio of 80%, meaning
they will lend you up to 80% of the
home’s value. In this situation, the
buyer has the advantage of negotiating a lower price on the house, or
the seller may decide to walk away
from the deal.
If you are refinancing a home,
you may not be able to if the appraisal is lower than the amount
you want to refinance. zxxx
educations or delay your retirement?
Are you wiping out your savings to
make a massive down payment?
Keep in mind you can always stay a
few years to build up equity and
then sell up…or make enough
changes to a house to turn it into
your dream home. A financially
practical, comfortable house will always beat out a mansion that leaves
you house-poor.
Please feel free to call if you
would like to discuss this topic in
greater detail. zxxx
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News and Announcements
From the Flinton Household
“Travel makes one modest. You see what a tiny place
you occupy in the world.”
~ Gustave Flaubert
A sense of wanderlust has befallen our family.
After a summer of seeing, sensing, tasting, and being,
we continue to make plans for our family travels to
come. We ended the summer with a trip to Breckenridge, Colorado. The Tenmile Range was mesmerizing, and the crisp mountain air was energizing to our
souls. We took numerous hikes, watched Samantha
jump off a 15-foot rock into the river that we were
rafting, and enjoyed incredible mountain views at
every turn.
One of my favorite moments was only captured
by my memory. One morning, I awoke before dawn
and took a short stroll just before sunrise to enjoy a
cup of coffee as the 47-degree morning planted a
smile on this Okie’s face. As I was taking in the beautiful flora and fauna on the mountain range, I saw a
large figure move ever so slightly at the base of the
mountain. As I walked down a short path at the back
of the resort, I came upon a moose that stood nearly
eight feet tall. Standing only 15 yards apart, the
moose slowly turned toward me and stared into my
eyes for what felt like an eternity. As I stood motionless staring back, I am certain he was confused as to
why I was smiling so big. I knew it was one of those
quiet moments in life that was meant only for me to
experience. No phone. No photo. No Facebook. Just
me, my coffee, and the moose.
Have a wonderful month,

Andrew Flinton, CFP®
From the Rudy Household
For the first time in 11 years, we don’t have a
child in elementary school. However, things are still
new and exciting with the start of the school year.
Kayla started her junior year in high school. She
is on the yearbook staff and is a member of a community service organization. She has a rigorous class
schedule and has started preparing to take college
entrance exams. She is evaluating the different universities, and we plan to visit a few schools next
spring.
Megan is a freshman, joining Kayla in high
school. They enjoy being together in the same school
and even have the same teacher at different times in
the day. Megan is very excited to have made the high
school golf team. I believe I have helped her by

demonstrating what a golf swing is not supposed to
look like.
Tatum is in sixth grade and moved up to middle
school. She is very excited about meeting new friends
and having a locker. She loves going to multiple
classes throughout the day. Last year, she joined the
elementary school drama club. But now that she is in
middle school, she cannot wait to be in the school
play. She is still playing basketball and taking dance
outside of school.
While there are many things I will miss from the
elementary years, I look forward sharing new experiences with my girls as they navigate the world of
middle school and high school.

Chad Rudy, CFP®
From the Bolander Household
State Capitol buildings offer interesting architecture, art, and history. So far, I have visited nearly
half of them and found that a few still use the original
buildings, like Wyoming. But most are in the second
or third versions; and like Oklahoma, many states
have moved their government from one city to another. However, each building is unique with its own
beauty and intriguing stories.
For example, in Maryland, I stood where General
George Washington voluntarily resigned as Commander of the Continental Army; in Ohio, I stood where
Lincoln received a telegram telling him that he was
officially the President-elect; in Indiana, I pondered
elegant statues carved of fine Italian marble; in New
York, I stared back at hundreds of faces carved into
handrails, banisters, and walls; and from California, I
have a coffee mug with a famous silhouette labeled
“The Governator.”
This summer we toured the Missouri Capitol,
which was finished the same year as the Oklahoma
Capitol in 1917, and coincidentally under restoration,
too. The second floor includes scenic paintings in
which the subjects seem to rotate or change locations
as you walk past them…fascinating and beautiful. I
hope to go back to see the rest when the restoration is
completed. I’ll keep you posted.
Have a great month!

Brenda C. Bolander,
CFP®, CPA/PFS

