







Credit management
Name
Institute


Table of Contents
Introduction	3
Credit management	3
My Experian Credit report	5
Strong aspects of the report	7
Challenging aspects of the report	8
Strategies to improve the credit report	8
Experian credit score	9
Score rating	9
Considerable aspects for a house loan	10
Four Cs	10
References	12




[bookmark: _Toc174405172]Introduction
This report explains the process of credit management followed by an analysis of my credit score focusing on both strengths, weaknesses and potential strategy to improve the credit score. The report also extends its focus towards determining the aspects that banking managers would consider while accepting my request for the house with an explicit focus on Four Cs. 
[bookmark: _Toc174405173]Credit management
The concept of credit management is referred to as a systematic process generally conducted by the banks determining the creditworthiness of individuals whilst deciding about extending their credit or otherwise (Karim, 2019). This is a multi-faceted approach which also involves setting maximum credit caps for the customers, ensuring that their payments and collections are monitored, assessed and evaluated to identify the associated risks (Scott et al., 2024). Banks get indulged in the process of credit management for their B2B customers too which encompasses a comparatively higher defaulting risk (Abidovna, 2023). The Atradius Survey report (2023) backed this stance and highlighted that more than 50% payments for B2B businesses in the U.S were completed late. Designing an effective credit management system helps businesses take proactive actions to avoid non-payments and defaults (Popli & Puri, 2013; Scott et al., 2024). 
The process begins by creating an effective credit policy for the businesses which documents the terms and conditions established by the businesses to offer products or services on credit. Given that these terms and conditions may vary for existing and new customers (Afriye et al., 2018). The policy also enlists the criterion used by the credit teams to evaluate the credit worthiness of customers by clearly defining the dos and don’ts followed by highlighting the required information and clearly defining the payment terms to be enforced by the team along with listing exceptions, if any (Karim, 2019; Zereen, 2020; Scott et al., 2024). Besides, the policy also covers rules followed by the businesses in the case of early payment and discounts granted in that case. In addition, the protocols followed to manage and control the overdue payments and the processes applied to manage the delinquent accounts is also an important construct of the credit management policy (Karim, 2019). 
Completing the credit application is the second step where all the information related to the demographics, contact details, requested credit amount and their financial information is recorded (Scott et al., 2024). Likewise, customers are also asked to submit a reference application granted by their respective banks. Otherwise, a reference letter issued by the suppliers or trade partners is also acceptable, forming the basis to proceed with the third stage of evaluating the creditworthiness of customers. At the third stage, the credit management team verifies the provided information by contacting the references and reviews their financial history which may comprise of their annual sales or balance sheet which helps in determining their ability to payback the credit. Likewise, additional information is obtained from different credit bureaus for further evaluation of financial stability of the customers (Afriye et al., 2018; Karim, 2019). Compiled assessment report at the fourth stage helps the credit management team to either approve or deny the request. In the case of approval for large credit requests, the team may have to seek approval from the stakeholders. Given that the granted credits are continuously monitored, which is the fifth stage of credit management process. Monitoring the credit status is important because it enables the credit management team to keep a track record of all the payments made by the customers whilst helping them in determining their future decisions based on their payment behavior demonstrated by the customers (Natufe et al., 2023; Zeeren, 2020; Scott et al., 2024). 
[bookmark: _Toc174405174]My Experian Credit report
The Experian Credit Reports consist of different formats where the positioning of the information may vary; however, the type of information required to assess the creditworthiness of an individual is the same (Experian, 2020). My Experian credit report was divided into different sub-sections which are as follows:
Personal information
This section contains details about my name, identity, data of birth, address, contact details and my social security number. Furthermore, the details about my employment are also mentioned here. All the places that I have resided in or worked with are mentioned here which can be used by the credit management team to begin the process of evaluating my credit worthiness. It also has a subsection entitled “credit inquiries” highlighting the people who have opened my report in the last two years. 
Trade lines
This section contains all the important information about my credit accounts detailing the total number and type of accounts that are opened under my name, date of opening them, their respective limits, balance I have as well as the history of payments that I have made so far. Furthermore, it also lists the amount of loans I have with each account that provide an essential evaluation basis to the credit management team about determining my credit score. 
Public records
This section was empty in my report; however, for other people having relevancy to this section, it enlists all the public records about the individuals pulled from their respective countries and courts related to law suits, wage garnishes, liens, foreclosures as well as the details about the bankruptcies in the past. The critics have highlighted it as an irrelevant section stating that mentioning any non-financial circumstances or misdemeanors in the credit report may negatively affect the decision of credit evaluation managers whilst detrimentally impacting their credit scores reducing their chances of loan acceptance and credit grants. 
Credit scores
The next section in my credit report was my credit scores, which is a key construct impacting the decision of credit managers related to approving or rejecting my credit requests. The higher credit score refers to the financial stability of an individual increasing the chances of getting the credit or loan request approved. High credit score also increases the chances of having less processing time in proceeding the insurance request or buying of property. However, according to Kobliner (2017), the credit score is determined based on the number of credit accounts registered on an individual’s name, the new account applications that are due under the individual’s name, duration of credit history, details of transactions in terms of credit payments and the outstanding balance. Besides, it also takes into consideration the frequency of my payments through credit card termed as credit card utilization for their payments for goods and services. I seldom use credit card for payments and make sure that all the payments are cleared on time therefore, analyzing my credit report was a comparatively easier task for me. The details about my credit score are as follows:
Outstanding amount – According to my credit score report, the outstanding balance in terms of the debt that I still need to pay back is recorded to be 20%. This percentage is calculated based on the payments categorized as outstanding balance in my accounts. 
History of payments – The percentage reported in this section was 40% based on my history of payments on account of credits granted. This section was also a part of publicly available information where in my report, not any delinquencies were reported. 
Length of the credit – Credit length highlights details about all the accounts that were opened under my name along with enlisting the detailed history of activities related to credit management that were carried out through credit payments and repayments of the credit grants. Credit length information on my credit report comprised 20%. 
New Credit – This category included all of my new requests to get the credit applications approved or processed along with demonstrating the details of all of my recently opened accounts and hence consisted of 8% of the score. In addition to that, details concerning the history of credit inquiries were also included in the report. 
Credit types – The percentage reported for types of credits that I owe is 12% demonstrating a combination of credits that have been granted on my accounts including the revolving payments and installments for certain goods. 
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There are certain strong aspects in my Experian credit report, detailed analysis of which is as follows:
· First, my credit report contains only one inquiry on my report which means the lenders were not indulged in the process of conducting a hard credit check on my report. Given that, higher number of inquiries on the credit report decrease the credit score of an individual reducing the chances for the credit approval. Therefore, this limitation of only one inquiry on my reports adds to the strong point in my report. 
· I have variable credit accounts demonstrating a generally stable financial standing adding points to my credit score. Another considerable aspect is that my report has not reported to have any sort of derogatory remarks, negative reviews or collections contributing to strengthening my credit score significantly. 
· In addition, I have a strong demonstrated history of paying all my debts and outstanding payments on time. I am very careful about the due time of my credit payments which leaves a strong reputational impact on the credit evaluation managers. 
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Despite the strengths discussed in relation to my credit report, the only limitation or challenge that I may encounter in the future is that currently I have a higher level of outstanding balance. I also categorize it as the only yet most impactful weaknesses of my report.
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My credit report can be improved in many ways and aspects. First, detailed review of my credit report will be an effective approach which will enable me to identify and highlight any mistakes in my reports and hence find a solution to proceed with the quick fix at a fast pace. Doing so will also enable me to stay connected with the credit reporting agency to ensure that all the information mentioned on my report is accurate and updated. Since, the information mentioned on the report determines the credit score of an individual, therefore, in order to retain a good credit score and prove a higher level of my creditworthiness, informational accuracy and removal of any unnecessary of false information is a critical step. 
Second, considering the high outstanding balance, also identified as a weakness in my credit report, I consider myself obliged to settle this issue as soon as possible. Currently, I own three credit cards, all of which have reached their maximum limit leading to imposition of limitation of open amount in my account. I can also use credit account calculator to develop a strategy to improve my credit score which has a potential to be improved by 25 points if I become able to pay all of my outstanding payments. 
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As per the current report, my Experian credit score is recorded to be 690, where higher level of outstanding balance has significantly reduced my credit scores to a great extent. I am certainly not satisfied with this score and intend to improve these points as soon as possible. Considering my future goals and estimated need for me to obtain a loan to fulfil my goal of buying a new apartment, I have already calculated to maintain my credit score at 700 points which requires me to work on the identified weakness. 
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Generally, having a 690-credit score is good because it has a differential of only 10 points from my goal of reaching 700 points. I can easily achieve this by repaying all the outstanding amounts on my three credit cards. Considering my current financial status and future goals, attaining an excellent rating seems to be highly challenging; however, I am confident about retaining a good rating of my credit score in the future. 
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Considering the given situation where I have to request for a loan to buy a house, bankers will take into consideration many aspects. First, they will analyze the amount I will be paying as a downpayment. Given that higher downpayment will increase the chances for me to get the request accepted and obtain the loan. Second, the bankers will most likely look at my current credit history with a critical eye on my ability to repay the loans within the due time. Furthermore, they will also look at my outstanding balance. In the case where my outstanding balance can be cleared within a few months, the chances for the managers to grant loan will be significantly higher. In my case, although I have some outstanding balance; however, my credit history and timely payments will certainly act as an influencer for the credit evaluating managers to accept my request for the house. In addition, income will be the third considerable factor that bankers will consider while evaluating my creditworthiness for which they will look at my income and expenses by reviewing my banking statement. Currently, I have multiple sources of income and well-managed expenses which will add as another positive aspect. Lastly, my credit score will be the ultimate decision maker, where currently I have a good rating that will enable the banking managers to determine the length of my credit. Likewise, the credit score will give them an idea about my credit using history and payment trends to further ascertain the level and intensity of risks associated with the request loan grant. 
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While making a decision about accepting my loan request, the banking manager will take into consideration four Cs which are Capital, Capacity, Collateral and Character (Khine, 2023; Somashekhar & Reddy, 2024; Girmay, 2021; Gutierriz-Nieto et al., 2016) , the details of which is as follows:
Capital: The concept refers to the total value of assets alternatively termed as net worth of individuals where the bankers look at the sources of money which primarily include the assets, current investments yielding money and the savings (Khine, 2023; Zeeren, 2020). 
Capacity: This aspect will be considered by the managers to assess my financial capacity to repay the amount of loans. The information included in this aspect covers income, expenditures and employment (SomaShekhar & Reddy, 2024).  
Collateral is the next considerable aspect referring to the property and assets that are offered as a security against the loan. The identification of sources of collateral is based on the total value of the house for which I have requested the loan (Girmay, 2021; SomaShekhar & Reddy, 2024). 
Character is the fourth considerable aspect which refers to my ability to settle the debts and other respective payment of bills that I had processed in the past. There are certain highlights that credit managers may consider important while making a decision which include outstanding balance, late payments and the information in the credit report (Gutierriz-Nieto et al., 2016). 
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