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PREFACE

A few years ago, credit scores were only for institutional use. Very few people knew
their credit scores, and even if they did get access to it, it contained complicated

jargon very few could understand.

Even today, very few people know what their credit score means and even less

know how to increase it.

We decided that we would change this and created our vision to empower and

educate millions of consumers.
This book is a result of this vision.

After educating thousands of South Africans through our online platform,

MyCreditStatus.co.za, we decided to take our knowledge and put pen to paper.

This book is unlike any information out there; it cuts through all the fluff and gets
straight to the point with actionable items that you can follow to increase your

score drastically.

If you follow this book’s advice, you will soon have an excellent credit score, qualify

for super-low interest rates and fantastic finance deals.



FOREWORD

Your credit profile is one of the most important financial aspects you need to

manage in order to access finance, rent a house, or even get a job.

Having a good credit score will literally make the difference between having access
to the most important things in life or struggling to gain access to the things that

you need most.

When we founded our credit reporting platform in 2012, Dawie and | shared the
vision of not just providing people with their credit reports but empowering them

to fix and improve their profiles.

Almost a decade later, we remain as committed to this cause as the day we created
the platform. Having served hundreds of thousands of people with their reports, we

know exactly what you need to do to get a great score.

Dawie has done an incredible job in this book by providing the exact details you
need to know to fix and improve your credit score. He has outlined the issues and

their solutions in a manner that everyone can understand and action.

Most importantly, Dawie has taken a pragmatic approach to personal finance, and
the tips and tricks he provides are based on almost a decade of experience and

follow a very holistic approach to personal finance.



This book's value is absolutely immeasurable, and if actioned will provide you with
the perfect profile and score.

Justin Harrison
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INTRODUCTION

A credit score is a three-digit number that determines the likelihood of you

repaying your debt.

It is probably one of the most neglected pieces of information amongst South
African citizens, yet almost every financial obligation you take on during your life

will likely hinge on this number.

Applying for a loan, getting store credit, getting a good interest rate on a bond,
renting a house, and in some cases even applying for a job, will be determined by

your score.

Getting a great credit score is pretty easy if you are naturally gifted when it comes
to money management because your credit score, for the most part, is a reflection

of your relationship with money.

Sadly though, most people only realise that they have a bad credit score when they

apply for some kind of finance and are declined.

It's very easy to maintain a good credit score, but it takes real determination and

sacrifice in most cases to repair a damaged one.

Until recently, credit scores were extremely complicated and almost impossible to

understand.



When you received your credit report from a credit bureau, you would get
something extremely complex, filled with jargon and numbers that very few people

could understand.

However, now with disruptive technology and platforms that centre on consumer
education, it has been “dumbed down” into a subject that almost anyone can

understand.

Contrary to popular belief, it really is a very simple concept.

Once you understand the basics and how your credit score is calculated, figuring

out what makes a good credit score becomes quite logical.

This book will teach you how to master the art of getting a great credit score. | will
take a complex subject and drill it down in a language that you can understand and

follow.

If you apply the information that | will teach you in this book, | promise that you will

get a credit score that will have lenders begging you to do business with them.

Let's get started!



CREDIT BUREAUS: THEN AND NOW

Before credit bureaus existed, credit approvals were largely based on human
relationships. For instance, if you wanted to apply for a loan, your banker would

decide if he felt you were responsible enough to repay your debt.

That's why the older generation still feels very strongly about personal relationships
with their bankers. They understood that their relationship with their banker was

the determining factor to get their credit applications approved.

This proved ineffective because it gave way for stereotyping, discrimination, racism,

and unfair human judgement when it comes to qualifying an individual for credit.

These days, the dynamics have changed significantly, and even if you have an
excellent relationship with your banker, you will not get approved for a loan with a

terrible credit score.

That being said, credit scores are fairly new, and that's one of the main reasons why

education on the subject is lacking in our school system.
A BRIEF HISTORY OF CREDIT BUREAUS

The concept of credit bureaus was launched in the 1950s by Bill Fair, an engineer,
and Earl Isaac, a mathematician. They created an automated scoring system that
was initially a flop, but after refining it, they built what became known as the FICO

score and the first credit bureau.



In 1989, FICO scores were used by some major international banks to calculate the
risk of customers applying for finance, and in 1995 Fannie Mae and Freddie Mac,

who buy mortgages from lenders, endorsed FICO scores for evaluating mortgages.

Global adoption started taking place in the 2000s, and eventually, credit bureaus
arrived in South Africa where we now have 4 major credit bureaus: TransUnion
(formerly known as TransUnion ITC), Experian, Compuscan (now owned by

Experian), and XDS.

CREDIT BUREAUS DON'T OWN YOUR DATA

In simple terms, credit bureaus are privately-owned companies that are custodians
of credit information. This means that your credit information doesn't belong to the

credit bureaus.

Wait, what?

Yes! Contrary to popular belief, the information that is displayed on your credit

report belongs to the creditors and not the credit bureaus.

Credit bureaus simply output the data on the credit report that they receive from

the creditors.

So, here's how it works in South Africa...

Most creditors in South Africa report to a company called SACRRA (South African
Credit & Risk Reporting Association).
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According to their website: “SACRRA is a not-for-profit voluntary association of
members who share credit and risk performance data of their customers. We aim to
give our members control of their data for them to comply with existing legislation and

enable them to adapt to an ever-changing business environment.”

This basically means that anyone who is a member of SACRRA can report credit

behaviour to SACRRA.

This information will then be distributed to all the credit bureaus in South Africa,

who will output the data on your credit report.

That's why you also see your insurance payment history on your credit report and

not only your credit accounts.

Why am | telling you all this?

Once you understand the basics of how the credit bureaus work and how the data
ends up on your credit report, it becomes a lot easier to fix and improve your credit

status.

The main takeaway from this is that you can approach your creditor to edit, remove
or add data to your credit report because they are the ones who own the data, not

the credit bureau.

For most people, this is an “aha” moment because this means that you have the

ability to negotiate with your creditors to have listings against you removed. For
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instance, you can negotiate to have your listing removed if you settle your entire

account in full at a certain time.

WHY CREDIT BUREAUS HAVE DIFFERENT SCORES

Each one of these major credit bureaus has a different algorithm when it comes to
calculating your credit score. However, they all contain the same data (data from

SACRRA).

They also have different scorecards based on the various products and solutions
they provide to creditors. For example, the scorecard for banking products is
different from the scorecard for cell phone contracts. | know this might sound very

complicated and not really relevant to you, but there’'s no harm in being aware of it.

This means that you will receive a different score from each of the 4 major credit

bureaus.

| bet by now you are extremely confused and asking yourself, “So, if each credit
bureau has a different score, which one should | look at, and which one should |

use?”

WHICH SCORE SHOULD YOU LOOK AT?

Even though each credit bureau has a different score and scorecards, they all have
one thing in common: the different risk classes that you fall in, ranging from

extremely poor to excellent.
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Each credit bureau will assign a risk class to you. On our credit reports at
MyCreditStatus.co.za (data taken from Experian at the time of writing this), it looks

something like this:

201 STATUS

FAIR
620 - 649
POOR GOOD
590 - 619 B 650-679

VERY POOR [ EXCELLENT
0-589 680 - 740

So, instead of obsessing over your score at each of the credit bureaus, | want to

propose something different.

Use a platform that is easy to understand and consumer-centric. Track your score
monthly on this platform and then focus heavily on improving your credit score and

risk class.
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As you start fixing your score, it will carry over to all the other credit bureaus
anyway, so it's kind of pointless tracking and obsessing over your score at each

bureau.
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WHY CREDIT SCORES ARE SO
IMPORTANT

In a podcast we recently did with the Managing Director of Carfin, he mentioned
that a credit score is probably the second most important thing to look after, the

first being your health.

While this might sound pretty extreme, he does have a valid point. Very few people

truly understand the impact that a bad credit score has on them.

If you have a bad credit score, you can forget about applying for cell phone
contracts, vehicle finance, personal loans, home loans etc. In most instances, even
landlords will do a credit check on you before approving you for a rental. Imagine
being turned down for a rental property just because you happened to make one

mistake on your credit report...

Even if you have an average credit score, it is still essential to work hard to get an
excellent credit score. The reason for this is that with an excellent score, you get

better interest rates on finance.

A bank will give a better interest rate to someone with an excellent credit score vs.

someone who has an average credit score.

The amount of money that you save with this is enormous in the long run.
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Let's look at an example of someone with a good credit score and someone with an

average credit score.

Both individuals apply for an R1,000,000 home loan over a 20-year term. The

person with a good credit score gets a home loan at an interest rate of 7%, while

the person with an average credit score gets an interest rate of 9%.

Over the 20 years, the person with an interest rate of 7% (good credit score) will pay

back R1,637,520, and the person with an interest rate of 9% (average credit score)

will pay back R1,900,320.

Person A Person B
Credit Score Good Average
Home Loan Amount R1,000,000 R1,000,000
Interest Rate 7% 9%
Home Loan Term 20 Years 20 Years
Total Repayments R1,637,520 R1,900,320
Total Interest Paid R757,520 R1,020,320

As you can see from the example above, by having a good credit score and getting a

better interest rate, Person A is saving R262,800 on interest over the 20-year period

compared to Person B with a slightly lower credit score.
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That's why it's so important that you try and get an excellent credit score before you

apply for finance. The cost that you will save in the long run is massive.

Imagine you had to walk 10km and you are given the option of doing it barefoot or

with shoes. Which option would you choose?

It's pretty logical, right? You would choose to take shoes because it protects your

feet and prevents you from getting blisters.

The same is true when it comes to applying for finance. First, make sure that you
have the best possible credit score, and only then apply for finance, because you
are going to get a better interest rate AFTER you obtain your better credit score.
With a better interest rate, you have a lower monthly repayment and you save a

fortune on interest.
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HOW CREDIT SCORES ARE
CALCULATED

Understanding how credit scores are calculated is probably one of the most

important steps before improving your credit score.

Let's assume you are sick and go to the doctor for a consultation. If you do not tell
the doctor what symptoms you are experiencing and what exactly is wrong with

you, the doctor will not have the slightest idea how to diagnose you.

The same is true for credit scores. If you do not know what influences your score
and what to look at, there is no way that you will actually know what to improve on

your credit profile.

By understanding how your score is calculated, you will get a better understanding

on diagnosing the problem and addressing the problem at the root.

No one really knows exactly what the bureaus’ scorecards are, and even if they did,
there are a lot of if's and or's and mathematical calculations involved in getting to

the final credit score.

However, we do have a good understanding of how scores are calculated, and by
following the basics, you will be able to improve your score without the technical

aspects.

Here's how credit scores are calculated in South Africa:
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Repayment history: 40%
Utilisation: 30%
Age of accounts: 20%

Inquiries: 10%

In other parts of the world, this calculation is different, but from what we know in

South Africa and based on our own experience, this calculation is pretty accurate.

Now, let's dive into each of them.

REPAYMENT HISTORY

Your repayment history is extremely important and accounts for the major part of

your credit score calculation.

It's logical, really. If you consider that a credit score is a three-digit number that
calculates the likelihood of you repaying your debt, then it makes sense that it

directly relates to your repayment history.

As we have mentioned, it accounts for 40% of your total calculation, so by fixing this

part alone, you are already 40% through the process.

What exactly is your repayment history? Well, it's pretty self-explanatory. It's a
record that shows how you have paid your accounts and how well you have been

paying these accounts.
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Let's take an example by referencing back to one of the credit reports on

MyCreditStatus.co.za.

ACCOUNT PAYMENT HISTORY

NEDCARD

150+ 150+ 1504 150+ 1504 150+ PAID UP 150+
AUG 17 SEP 17 OCT 17 NOV 17 DEC17 JAN 18 FEB 18 MAR 18
150+ 150+ 150+ 150+ 150+ PAID UP 1504 1504
APR18 MAY 18 JUN 18 JUL 18 AUG 18 SEP 18 0CT 18 NOV 18
150+ 1504 150+ 150+ 150+ 150+ PAID UP -

DEC 18 JAN 19 FEB 19 MAR 19 APR 19 MAY 19 JUN 19 JuL 19

BAYPORT FINANCIAL SERVICES

K K ACCOUNT CLOSED
AUG 17 SEP 17 OoCT 17

In the example above, you will see two accounts. Nedcard and Bayport Financial

Services.

Looking at the first account, Nedcard, you will see 150+ highlighted in red above the
months. This shows that this individual was 150+ days behind on his account at that

particular time.

This is what you want to avoid at all costs. If you have numbers in red highlighted
on your repayment history, then you can be sure that this will negatively impact

your credit score.

In the second example, you will see Bayport Financial Services with a green OK sign
above the specific months. This means that the payments are on time. This is what

you want on your credit report.
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You will often hear people refer to “Adverse Listings”, “Default Listings” and
“Defaults”. Essentially, all of them mean the same thing. They are listings on your

payment profile where you have been behind on your payments.

When can a creditor list you?

Now, let's assume you have a busy month and forget to pay one of your bills. Does
this mean that your creditor can now go and list you on the credit bureaus? No,

absolutely not!

Legally, a creditor has to give you 20 days’ notice in writing (email, fax, or registered

post) before they can list you on the credit bureaus.

This means that if your creditor did not give you 20 days’ notice in writing, you can

threaten them with legal action or go to the Credit Ombud to get the issue resolved.

What if you have accounts showing up on your payment profile that you don't even
own? Well, then you can dispute it and have them removed. We will cover disputes

in more detail further on.

UTILISATION

Your credit utilisation is the percentage of credit that you use of what is available to

you.

21



For example, let's assume you have a credit card with a R10,000 credit facility, and
you only use R1,000 of that credit facility. You are then using 10% of your total
credit which means your credit utilisation is 10% (R1,000 / R10,000 * 100 = 10%).

Something that very few people know is that your credit utilisation is one of the
easiest ways to improve your credit score. Because it accounts for a pretty large
percentage of your total credit score calculation, if you distribute some of the
balances on your cards, pay off a portion of your credit card debt, or just decrease

your utilisation, you can increase your credit score relatively quickly.

What should your utilisation be?

We highly recommend you use 30% or less of your credit utilisation. When you use
more than 30%, it is docked on your profile. When you go over 50%, it is docked

again, and the closer you go to 100%, the more it will count against you.

It all comes down to using credit responsibly. If you use less than 30%, it shows
creditors that you are responsible when it comes to credit and that you aren't a

high-risk individual who will splurge money and default on payments.

AGE OF ACCOUNTS

The age of your accounts is responsible for about 20% of your credit report
calculation. The reason for this is merchants want to see a larger picture of how
well you handle your credit accounts, and the longer the history, the more data

they have to work with.
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If you do not have any accounts on your credit report, then it will obviously be

negative since you don't have a repayment history.

If you do not have any accounts, then it's strongly advisable that you start
somewhere. If you don't like debt, then you can open something simple like an

insurance or telephone account.

It's important to mention that when you open a new retail account, your score will
drop somewhere around 10 points. As you continue to pay your account over the

next 6 months, it will gradually increase again.

Lenders like to see accounts up to 5 years of age on your credit report. This gives
them a clear view of how you manage your money, so if you have any old accounts,
do not close them. Contrary to popular belief, closing your old accounts will actually

count against you!

Build up a solid history and keep your accounts open. You don't have to make any
debt to accomplish this (I certainly don't have any debt, yet | have an excellent

credit score). You can still accomplish this by using other means.

INQUIRIES

Inquiries account for about 10% of your total credit score calculation. Inquiries
simply mean creditors looking into your credit report. There are two main kinds of

inquiries, hard inquiries and soft inquiries.
SOFT INQUIRIES
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Soft inquiries are inquiries that don’t show up on your credit report and don't have
any effect on your credit report. A soft inquiry incurs when you are looking into

your own credit score or when you are simply getting pre-qualified for a product.

For example, let's assume that you want to apply for a personal loan. You fill in a
form on a loan website, and you click the checkbox that says that they can perform
a credit check on you. At this point, most of the loan companies will send a request
through to the credit bureaus asking if you will likely be approved for a loan. The

bureaus will send a reply saying yes or no.

At this point, a soft inquiry was performed on your profile to check if you will

pre-qualify. This inquiry doesn’'t show up on your credit report.

HARD INQUIRIES

Hard inquiries are inquiries that do show up on your credit report and can be

negative to your score.

To refer back to the loan example: Let's assume you do pre-qualify for the loan, the
loan company contacts you, and you then agree to continue. They will then most
likely pull your full credit report to see your actual credit score and if you will be

approved. This is called a hard inquiry.

Hard inquiries also happen when you apply for home loans, vehicle finance, cell

phone contracts, etc.
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If you have frequent hard inquiries on your credit report, it reflects negatively on

your overall credit score.

Frequent hard inquiries show that you are desperate for credit and are thus a risk

to a lender.

So, the takeaway is to not apply for lots of credit-related products often and try to

avoid a situation where you will be, or appear to be, desperate for credit.

Now that you know how your credit score is calculated, we can get to the part you

have been waiting for: how to improve your credit score.

Let's dive in.
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HOW TO IMPROVE YOUR CREDIT
SCORE

Improving your credit score can be simple, or it can take a lot of hard work

depending on your past behaviour when it comes to money.

Sadly, most people only start giving attention to their credit score when it's already
damaged and thus takes a tremendous amount of time, effort, and patience to

correct the mistakes of the past.

It's very important to note that getting a great credit score is an ongoing process

and something you need to monitor monthly.

Most people make the mistake of only checking their credit report once a year. The
reason for this is you can get one free credit report from the credit bureaus every
year. This is a big mistake that can cost you dearly in the long run. Let me explain

why.

As you might have heard already - identity theft is booming in South Africa. In 2020
alone, identity theft was up by more than 330% and it's increasing more every

single year.
Checking your credit report monthly is the easiest way to combat identity theft.

It also allows you to track whether the changes you have made are working or not.
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Lastly, it allows you to pick up errors when they arrive on your credit report.
According to some news sources, 1 in every 5 people have some kind of error on

their credit report that is harmful to their score.

Having errors on your report is the easiest way for you to damage your credit score.
That being said, finding these errors and getting them fixed is also the easiest way

to increase your score.

So, now that | have explained the importance of checking your credit score

monthly, let's dive in and discuss how you can fix and improve your credit score.

GET YOUR CREDIT REPORT

This may seem obvious, but you will be surprised by the number of people who

don't know this.

If you want to fix your credit report, then it's only logical that you first get your

credit report and analyse the information in it.

| am still amazed every day when we get messages from people asking to increase
their credit scores, and when | ask them if they have pulled a credit report, the

answer is no.

That's like going to the doctor for help without explaining your symptoms. Or

wanting to go on a diet without knowing your current weight...

Where should you get your credit report?
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Well, that depends on you. There are a few free platforms out there, and you can

also get a free credit report every year from the major credit bureaus.

In South Africa, if you are a registered credit bureau, you are required by law to give
a consumer a free credit report each year. If you are a credit bureau reseller, on the

other hand, this law doesn't apply.

Our company, MyCreditStatus.co.za, is a credit bureau reseller, which means that
we have to pay the credit bureaus to get credit report data from them and that

means we have to charge the consumer a small fee.

The difference between a credit bureau and us is that we offer tools and features to
help consumers increase their credit score. We are entirely consumer-centric, and

we provide exclusive features that no other credit bureau can currently offer.

Lastly, the biggest thing that sets us apart from the bureaus is that we do not use

our consumer data to cross-sell other financial products.

| challenge you to sign up on any free platform. You will quickly notice you are being
offered financial services based on your credit score. If you have a good score, you
will be bombarded by loan offers - home loans, vehicle finance, etc. | have even
seen credit card offers with 27%+ interest rates. That's financial suicide for the

consumer, in my opinion.

We have a different philosophy. We believe that consumers should be empowered
by becoming financially independent and thus, we will never recommend any

product with astronomic interest rates, products that will harm a user’s credit score
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or any product that might put a consumer in a worse situation later down the line.

Our purpose with the platform is to educate, improve, and empower our users.

Now that you are aware of the importance of getting your credit report, let’s discuss

the next steps.

SCAN FOR ERRORS

When you have pulled your credit report, the first thing you need to do is check for

errors. Like | have mentioned before, 1 out of 5 people have errors in their report.

This is probably the easiest way to increase your credit score because an error is

simple to remove and doesn't require much effort, sacrifice or time.

When looking for errors, look at:

Incorrect addresses

e Incorrect employment details

e Incorrect phone numbers

e Incorrect accounts

e Incorrect account balances

e Incorrect spelling of names and accounts
e Incorrect dates

e Incorrect inquiries or inquires that you didn't give your consent for
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Credit repair experts always use this tactic first when assisting clients, because it's

by far the easiest way to repair an impaired credit score.

Let's discuss what happens next if you find one or more of these errors on your

report.

DISPUTE ERRORS WITH THE CREDIT BUREAUS

When you come across errors on your credit report, the next step is to dispute the

error with the credit bureau.

If this sounds complicated - it's not! | will make it very simple for you in this chapter.

Write a letter to the different credit bureaus to lodge your dispute. Below, you will

find an example dispute letter:

CURRENT DATE (DD-MM-YYYY)
YOUR NAME
[Your Address]

Dispute Department

Experian South Africa
Johannesburg (Head Office)
Ballyoaks Office Park

Tel: (011) 799-3400
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Dear Sir or Madam:

I recently obtained a copy of my credit report from Experian through

mycreditstatus.co.za and found the following item to be in error:

Item 1: | dispute [ITEM THAT YOU WANT TO DISPUTE] account number [ACCOUNT
NUMBER IF APPLICABLE]. This account has been paid in full.

I am requesting that the item be updated to correct the information.

Sincerely,
YOUR NAME

Once you have your dispute letter, you need to attach a copy of your identity
document, proof of address, and any proof that justifies your claim. For instance, if
you have an outdated account showing up on your report, you can send a

settlement letter as proof that an account has been paid off.

It really is as simple as that!

At MyCreditStatus.co.za, we give our members access to an automatic dispute
generator where they can simply click a button and upload their information. The
system will then generate a dispute letter for them that they can download straight

to their computer.

What happens after you have submitted your dispute?
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You have to wait up to 30 days to get a response from the credit bureau. During
this time, the bureau will reach out to the creditor or company that listed you, to

investigate the issue.

Legally, they have 30 days to get back to you, and if they don’t then you can take the
issue up with the NCR (National Credit Regulator).

Don't expect to get a response from them soon, though. Credit bureaus don't make
money from disputes. In fact, it's exactly the opposite. Disputes cost them money

because they have to allocate resources to handle the disputes.

| once disputed an item on my credit report, and after 30 days of no response, |
phoned them up, and they were literally looking through their Outlook mailbox to
find my email. Seriously? How on earth would you stay organised by handling

thousands of disputes every month via an Outlook inbox?

This goes to show that your dispute isn't a top priority and it also won't be, so it's up

to you to stay organised and follow up with the progress on your dispute.

It's also important to note that you shouldn’t dispute more than one item at a time.
Disputing more than one item at any given time will make you look like someone

who is trying to game the system.

Staying organised during the dispute process

It is extremely important to stay organised during the dispute process and to

document every single thing! As | have just explained, credit bureaus don't take
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disputes very seriously, so it's up to you to send the reminders and to reference

back to specific events during the process.

| will be the first to admit that | am not the most organised person, so | have come

up with a system that works really well for any individual.

Create a spreadsheet where you will document your dispute with the credit

bureaus, and be sure to update it whenever there are new developments or

updates regarding the dispute.

See example below:

ITEM 1

ITEM 2

Negative or incorrect
information

Company x. 40 days late on
payment

Company Z. Unpaid dentist
bill

Dispute date

01-01-2020

21-03-2020

Information corrected? If
yes, enter date

Yes, corrected on
20-01-2020

No. Noted on 28 March
2020

If not corrected what was
the explanation?

N/A

Dispute rejected. Still owe
Company Z full payment

2nd dispute date

29-03-2020

How was the dispute
made?

Negotiated on a settlement
plan with Company Z. Will
pay 50% of debt
immediately and settle
balance over 2 months if
they remove the negative
listing immediately.
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Information corrected? If Yes. Company Z removed
yes, enter date the item on 15-04-2020

Expert Tip

If your dispute is rejected by the credit bureaus, you can dispute it again. Very few
people know this, but you can actually request proof from the credit bureaus,
and if they cannot provide you with that proof, then, legally, they have to

remove the item from your credit report.

For example, let's assume there’s a R1,000 outstanding amount listed on your credit
report by COMPANY A. If you dispute the item and the credit bureaus reject your
dispute, you can dispute it again, but this time you request that they provide you
with proof that you were the one to open the account, along with the balances and

items purchased.

If the credit bureaus can’t provide you with this proof, then they have to remove it

from your report completely.

As you can imagine, this is a massive waste of resources for the credit bureaus, so
it's also a good loophole to take advantage of. You need to remember that this is
still a manual process, so, many times, if the individual handling the dispute doesn’t
want to proceed with the hassle of getting the proof, they can simply decide to take

the easy way out and remove the item from the credit report.
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Make use of this information and dispute often. There’s nothing to lose and so

much to gain.

CREATE A BUDGET

The next step in improving your credit score is to draw up a budget. You might be

wondering what a budget has to do with your credit score?

It has everything to do with your credit score!

Most people have bad credit scores because they don't manage their personal
finances properly. They are spending more than what they earn, and as a result,

they end up with defaults and a bad credit score.

To fix and improve your credit score, you need to cut back on your spending, live

within your means, and draw up a budget.

When you hear the word “budget”, | bet the following words pop into your head:

n o u

“restricting”, “limiting”, “pain”, “hardship”, and “suffering”.

That's the reason most people fail at budgets. They associate budgeting with pain

and discomfort instead of seeing it as a means to improve your net worth.

Once you start seeing budgeting as a fun process with the end goal being to
increase your net worth, then your outlook and feelings towards the process

change.
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There are thousands of budgeting methods you can choose. However, we prefer

the envelope budgeting method.

The way this works is to create envelopes for every category in your budget, then
allocate money to the envelopes when you receive your pay check. When the
designated envelope is empty, there is no more money left to spend on that
category, and when you have money left, you can either save it or allocate it to a

different envelope.

The reason this is so effective is that when there is no money left to spend in an
envelope, there is simply nothing left to spend - thereby forcing you to stick to your

budget.

You can find out more about the envelope system by searching the term on

YouTube. There are thousands of videos explaining the subject.

When you have created your budget, you will use this budget to negotiate with

creditors, which is what we will be discussing next.

NEGOTIATE WITH CREDITORS

Now that you have created a budget, it's time to negotiate with your creditors to

lower your repayments.

In your budget, you need to list all your fixed expenses such as rent, utilities,

groceries, etc., and then see what you have left to repay on your credit accounts.
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Take this budget to your creditors and start negotiating with them. You need to be
transparent with them and show them your budget, the minimum amount you can

pay towards your account, and confirm your commitment to repaying your debt.

You need to remember that these creditors will rather work with you and settle on
a repayment plan than run the risk of you defaulting on your payments. In other

words, it's best for them to receive little of something than to receive nothing at all.

When you contact your creditor to start the negotiations, make sure you speak to a
supervisor and not a call centre agent. The idea is to speak to someone that has the
power to make these kinds of decisions on your accounts, so it's best to talk to

people in management positions.

Don't start out by telling long, sob stories. These people are busy and have no time
to sympathise. Get to the point, and let them know that you are on the call with the

intention of settling your debt in a way that benefits both parties.

There are a few outcomes that you can aim to achieve with your negotiations. Here

are three of them:

e Settle the full amount, provided they remove your listing from the credit

bureau.
e Settle the full debt, but at a steep discount and removing penalties and fees.

e Negotiate a repayment plan that will allow you to settle your debt over time,
but at a lower monthly repayment. This can be achieved by lowering the
interest rate and extending the term of the settlement. This is exactly what

debt counsellors do for you when entering negotiations on your behalf.

37



Whatever end goal you decide on, make sure that you get everything in writing

before you repay any of your debt.

If you negotiate for a settlement of your entire account at a discount, make sure
that you also ask the creditor to put it in writing that the amount is “Paid as

Agreed”.

This is to protect yourself. Let's assume you pay the full amount as you agreed but
don't have anything in writing - your creditor can then decide to break the
agreement and still list you on the credit bureau for not paying the full amount. But
if you have it in writing that you have paid the account as agreed, you can dispute
this with the credit bureaus and inform them that the creditor has not kept their

word and that the information on your report is false.

Here are a few tips for negotiating with creditors:

e Always speak to a manager or someone in the position to negotiate your

repayments.
e Always be polite and sincere.
e Never get angry.
e Don't tell long, sob stories. Get to the point.
e Have an end goal in mind (the minimum you can pay).
e Get everything in writing.

e Record your phone calls.
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FOLLOW THE CHECKLIST

| know we have covered a lot of information already, and by now you are probably

feeling overwhelmed, but | am going to make it easy for you and give you a

checklist to follow. If you tick off the checklist, you will definitely see massive

improvements in your credit score (we have included a checklist for you in the

resources section that you can simply print out and tick off).

I 0 I N e I T T

Get your credit report.

Scan for errors on your report.

|dentify each error in a spreadsheet.

Start disputing the errors one by one.

If your dispute is unsuccessful, try again and request proof.

Create a budget.

Negotiate lower repayments with creditors.

Make sure you are using less than 30% of your credit utilisation ratio.
Make sure you get up to date with defaulted accounts.

Don't ever miss a payment.

Make sure that creditors gave you 20 days’ written notice before they listed
you as a bad payer at the credit bureaus. If they didn't, then dispute it or go
to the Credit Ombud.

Make sure you don't apply for lots of credit often.
Don't close old accounts.

Set up monthly debit orders to ensure that payments are made on time.

39



1 Sign up for a service to track your credit score monthly.

TRACK YOUR CHANGES MONTHLY

Now that you have a checklist to follow and you know how to increase your credit

score, it's time to track your progress.

As you will recall, earlier in this book | mentioned that two of the reasons to check
your credit report monthly are to combat identity theft and pick up errors, but
there is one more reason: to track your progress and to see if what you are doing is

working or not.

If you don't track your progress monthly, it's like going on a diet without ever

climbing on a scale.

It baffles my mind how much money people spend on alcohol, cigarettes,
takeaways and bank fees, but when you ask them to spend money on books,
courses or services to improve their personal finance, they have to justify the cost.
These items, in my personal opinion, should never be justified since they are the
building blocks of your future well-being and the tools to enable your financial

freedom.

A service tracking your credit score monthly will probably not even cost you R150.

It's worth every single cent.

The money you will save by getting better finance deals will pay for itself over and

over again.
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At My Credit Status, we not only give our members a credit report, but we also give
them exclusive tools, insider information, and go out of our way to educate and

empower our members to become financially free.

Lao Tzu, a Chinese philosopher, said, “Give a man a fish and you feed him for a day;
teach a man to fish and you feed him for a lifetime”. We believe in educating our
society and providing them with the knowledge and tools they need to improve
their credit scores and personal finances. In the end, that's the only way to become

financially free.

Who you use is up to you, but do yourself a favour and sign up for a monthly

service. It will be worth it.

STICK TO THE PROCESS

As | have mentioned earlier, it takes time to build up a good credit score. The only
way to achieve this is by following good money habits such as always making

payments on time and spending less than you earn.

There is no shortage of information when it comes to personal finance, but if you
would like to learn the personal finance lessons from us, you can head over to

GlobalMoneyAcademy.com.

My business partner, Justin Harrison, and | are passionate about personal finance,
and on GlobalMoneyAcademy.com we spend an enormous amount of time

educating people on personal finance.
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As a token of appreciation for getting this book, we are giving you all of our financial
courses for free so go register now. We teach you anything from making more

money to starting an online business to trading on the stock market.
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GETTING LISTINGS REMOVED

You have probably heard the words “blacklistings”, “listings”, “adverse listings”,
“negative listings”, etc., and as | have explained, they all mean the same thing.

Basically, they are accounts on your payment history where you have fallen behind

on your payments.

Here's an example from the credit reports on MyCreditStatus.co.za:

ACCOUNT PAYMENT HISTORY

NEDCARD

150+ 150+ 150+ 150+ 150+ 150+ PAID UP 150+
AUG 17 SEP 17 oCcT 17 NOV 17 DEC 17 JAN 18 FEB 18 MAR 18
150+ 150+ 1504 150+ 150+ PAID UP 1504 150+
APR 18 MAY 18 JUN 18 JUL 18 AUG 18 SEP 18 0CT 18 NOV 18
150+ 150+ 1504 150+ 1504 150+ PAID UP =

DEC 18 JAN 19 FEB19 MAR 19 APR 19 MAY 19 JUN 19 JuL 19

BAYPORT FINANCIAL SERVICES

K K ACCOUNT CLOSED
AUG 17 SEP 17 OCT 17

The account with the red number (150+) indicated above the months would be

considered a blacklisting. The red number is the number of days that the person

has been behind on his payment.

Getting these listings removed from your credit report isn’t easy, depending on the

situation.
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You need to remember that when you take on credit from a creditor, you have an

obligation to repay that debt.

When you are behind on payments, it's the creditor that is taking the loss, so it's

only natural and fair for them to blacklist you because of this.

That being said, there are instances where people get blacklisted illegally.

Let's discuss a few of these instances and how you can remove them.

Blacklistings that came as a result of identity theft:

These are pretty easy to get removed. If you have any unknown accounts popping
up on your credit report, then you can simply dispute the item with the credit
bureau and ask them to provide you with proof that it was you who opened the
account. If they cannot provide you with proof, the listing has to be removed by the

credit bureau.

Blacklistings being done illegally:

Creditors have to give you 20 days' notice in writing before they can blacklist you. If
they haven't given you 20 days’ notice, you can have it removed. Simply contact the
creditor, inform them of their error, and if they don't remove the listing, you can

take it up with the Credit Ombud.

This happens to many people in South Africa so make sure to enforce this law if you

are a victim. This is a surefire way to quickly increase your credit score.
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Prescribed debt:

Debt becomes prescribed if a creditor does not claim debt from you, does not start
legal action against you to claim debt, or does not communicate with you in any
way to reclaim debt in 3 years. In this case, debt becomes prescribed and has to be

removed from your credit report.

If you have prescribed debt showing up on your credit report, you can contact the
creditor and request that it be removed from your report or, alternatively, you can

dispute it with the credit bureaus.

It's important to remember that if you make a payment to a creditor after the debt

has been prescribed, then you become liable for that debt again.

GETTING LEGITIMATE LISTINGS REMOVED

The best way to get listings removed if you have defaulted on your payments is to

negotiate with your creditors.

As | have mentioned earlier in this book, the creditors own the data, so they have

the power to remove negative information from your credit report as well.

The best outcome for a negotiation is to have the creditor remove the listing
completely. For instance, if you have the money to settle your full outstanding
amount, then you can negotiate with your creditors to settle the amount, provided
that they remove the listing from your report. If you do this, make sure that you get

it in writing before you make any payments.
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If a creditor tells you that they can't remove a listing, they are lying to you, so make

sure to bring this up when you speak with them.

If none of that is an option, the only option left is to pay off your defaulted accounts

and get up to date on your payments.

Even if you get up to date on your accounts, the default history will still appear on
your credit report, however, your score will increase over time, making the past
defaulting payments less of an issue on your score. If you pay up an account in full
and send the settlement letter to the bureaus, you can see your credit score go up

almost immediately already.

| cannot stress enough the importance of making timely payments on your
accounts and making sure that you don't accumulate defaults. It's a long process

getting them removed, so it's best just to avoid them completely.

That being said, what should you do if you run into a sticky situation where you

cannot make your monthly repayment to your creditor?

The easiest thing to do is to phone them up and explain the situation clearly. Let
them know that you are committed to repaying your debt but that you need them
to accommodate you during this hard time. You will be surprised to see how

accommodating these creditors can become if you are transparent with them.
It's important to remember that when you default completely, the creditor

gets nothing so they will rather negotiate a lower payment with you than

facing the risk of you defaulting completely.
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When you default on your account, they sell your debt to a debt collection
agency for cents to the rand anyway. So make sure to use this tip - we have

seen many people successfully negotiate lower payments because of this tip.

Here's a great tip for you. When you enter negotiations and you want to pay
less monthly, make sure to ask your creditor to extend your payment term,

lower your payment terms and eliminate late fees.

This is what debt counselling companies do when you enter debt review. They
negotiate a payment plan on your budget, get the creditor to lower the
interest rate and extend the term of the payment. The result is a much lower

monthly repayment.

Take advantage of this information and do the negotiations yourself. It will
save you from going on debt review and it will save you a fortune in fees since
you are doing it yourself (refer back to the section where | explain how to

negotiate with your creditors).
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DEBT REVIEW

Debt review, or debt counselling, is a process that was introduced by the National

Credit Act in 2007 to provide debt relief to those that need it most.

To qualify for debt review, you need to be heavily indebted and you need to earn a

salary.
HOW DEBT REVIEW WORKS:

When you apply for debt review, you will be assigned a debt counsellor. This debt
counsellor will then go over your income and expenses and work out a budget that

you can afford.

The debt counsellor will then approach all your creditors and negotiate lower
interests on your debts as well as longer repayment terms to provide you with

smaller repayments per month.
If the creditors agree with the proposals, a legal “consent order” will be obtained.

Once this is done, you have to continue making your repayments until your debt is
settled with your creditors. Remember that if you ever miss a repayment to a
creditor, the creditor can reinstate the original interest rate that you were required

to repay before the debt counsellor negotiated on your behalf.
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In this case, the new interest rate that the debt counsellor negotiated for you will
fall away, so it's important that you stick to your agreement and finish the process

as agreed.

When you have completely repaid your debt, you will get a clearance certificate

from your debt counsellor.

You can then send this clearance certificate to the credit bureaus and have them

remove the debt review flag from your credit report.

Sounds like a very attractive option, right? Let's discuss the pros and cons, and you

can decide for yourself.

PROS OF DEBT COUNSELLING

The biggest pro is obviously that you get professional assistance to get you out of
debt. Your debt counsellor can also legally negotiate lower interest rates and longer

repayment terms with your creditors, which will benefit you greatly.

Another major pro is that no legal action such as judgements can be taken against

you when you are under debt review.

Your assets such as your car or house can also not be repossessed while under

debt review, making it a very attractive option if you are in this situation.

CONS OF DEBT REVIEW
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The biggest con when it comes to debt review is that you can forget about getting
any kind of finance during this period. You basically have a 0 credit score which

means that no creditor will work with you.

LIFE AFTER DEBT REVIEW

When you have completed your debt review term and all your debts have been

settled, you will get a clearance certificate.

Some debt review companies automatically send the clearance certificate to the

credit bureaus, others don't. In my opinion, this is unethical.

If your debt counsellor doesn't send the clearance certificate, you can simply send
the certificate to the credit bureaus yourself. They will then remove the debt review

flag from your credit report.

Now that your debt review flag has been removed, you are essentially starting off

on a clean slate.

You are re-entering the credit world as a newbie, so it will take time to build up a

solid credit profile again.

To do this, simply follow the best practices, keep paying your accounts, and start

building up history again as a rehabilitated individual.

Accounts such as insurance and telephone accounts will aid your new history, and

even some rental agencies post their data to the credit bureaus, so you can use this
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to build up a new repayment history. You don't necessarily have to take out a credit

card, retail account or any kind of debt.

Over time, you will see your credit score increase, and within a few months, you will

have a solid credit profile again.

WHAT IF | WANT TO GET OUT OF DEBT REVIEW?

If you cancel your debt review, you can continue to make the payments to your
creditors yourself, but the debt review flag will remain on your credit report until

you get it removed by following any of the two ways listed below.

The first is to pay all the debt that was listed under debt review. You will then get
the clearance certificate, and you can then get that removed from your credit

profile.

The second option is to go to court and prove to the court that you are no longer
heavily indebted and can now afford to pay your debt without the use of a debt
counsellor. If you can provide this proof to the court, they will rescind your original

consent order that was obtained by the debt counsellor.

It happens quite often where someone, for example, would enter into debt review,
and 5 years later, they are still under debt review but earning 5x the salary they
were when they first entered into debt review. In this instance, an individual can
use the second option and go to court to prove that they no longer need to be

under debt review.
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HOW TO CHOOSE A DEBT COUNSELLOR

A few months ago, we had a registered debt counsellor on one of our webinars and
he gave some excellent advice on choosing a debt counsellor that you want to work

with.

His advice was to choose a local debt counsellor so that you can sit around the

table and go over your financial situation together.

| think this is great advice. Your finances are obviously a very delicate subject and
not something just to be handed over to a call centre agent. | have nothing against
call centre agents, but at the end of the day, they are employed to sell you debt
counselling. They are not experts in assessing your financial situation and

determining your ability to repay debt.
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TIPS TO QUICKLY IMPROVE YOUR
CREDIT SCORE

So far, we have discussed how credit scores are calculated and how to

increase your score.

By now, you know that increasing your credit score is an ongoing process and

something that you have to work at constantly.

Now, there's another question | frequently get from people, and it is: “How

can | quickly increase my credit score?”

There certainly are ways, so in this chapter, | am going to discuss them. In no

particular order, here they are:
PAY OFF CREDIT CARD BALANCES

| have already discussed how your credit utilisation is the second biggest factor
when calculating your credit score. So, now that you know that you should keep

your utilisation below 30%, it's time to have a look at your credit card balances.

When you pay off some of the balances on your credit card, you should see your
credit score increase fairly quickly. The reason this increase occurs is it shows that
you are responsible and you are paying your debt. So, make sure that you keep

your utilisation under 30%, and pay off your outstanding balances.
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INCREASE YOUR UTILISATION RATIO

If you have a pretty small credit facility with your bank and you constantly struggle
to keep your utilisation below 30%, the easiest thing to do is to ask your bank to

increase your credit facility so that you can keep your utilisation ratio below 30%.

| absolutely hate debt, but I also love free money, so | use my credit card every
month for all my purchases. By doing this, | get free points that | can convert to

money and purchase online. This is basically free money.

As you can imagine, doing this will require that | use a large percentage of my
utilisation. The fix was pretty simple. | phoned up my bank and asked them to 10x

my credit facility, which means | am always below 30%.

A word of caution: be careful when you do this. If you don't have the discipline to

use your credit facility wisely, it can cause far more harm than good.

DISTRIBUTE BALANCES TO DIFFERENT CARDS

Let's assume that you don't have the money to pay down some of your balances on
your credit facility, and you are using more than 30% of your utilisation ratio. A

simple fix is to distribute balances between cards.

Let's say, for example, you have two credit cards. One is at 70% utilisation, and the

other at 10% utilisation. To lower the utilisation score, you can easily distribute
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some of the balances from the card using 70% to the account using only 10%. This

will almost immediately increase your credit score.

USE OLD CARDS EVERY NOW AND AGAIN

Many people think that closing old accounts will increase their credit score, but it's
actually quite the opposite. A big part of the credit score calculation is your account

history, so older accounts actually count in your favour.

Therefore, if you have old accounts or old credit cards, don't close them. Use them
once every now and again to keep them active, and keep them open to let the age

increase.

SET UP AUTOMATIC PAYMENTS

I've said this section is about increasing your credit score quickly, and setting up
automatic payments won't necessarily do this, but if you don't have automatic

payments set up, it can result in your score dropping overnight.

You may remember, | mentioned using my credit card to make all my purchases,

earning points which | convert to money (free money).

This can be a risky tactic for the undisciplined. The way | stay on top of this is to set
up an automatic payment from my cheque account at the end of every month to

settle my credit card balance in full.
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| can't stress enough how important this is. If you miss one payment, it can hurt
your score tremendously, so make sure you automate your banking and set up
automatic payments, not only for credit cards but for your debit orders as well, and

refrain from defaulting on any of your payments.

DISPUTE ERRORS ON YOUR REPORT

This is by far the easiest way to increase your credit score. Think about it - if you
have errors causing your credit score to drop, having them removed will

immediately increase your score.

As | mentioned earlier in this book, a large number of people have errors on their
credit reports, so make use of this and immediately dispute errors when you see

them. It's the easiest way to increase your credit score.

NEGOTIATE WITH CREDITORS

Late payments and defaults are the biggest reasons why people have bad credit
scores. The way to fix this is to negotiate with your creditors to have these listings

removed.

Now that you know the credit bureaus only post what's being sent to them by
creditors, you can take advantage of this and negotiate directly with your creditors

to have the listings removed.
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If you can reach a successful outcome with your creditors, it will result in your credit

score increasing basically overnight.
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MAINTAINING A GOOD CREDIT
SCORE

Now that you know how to get a good credit score, the next step is to maintain your

score.

As | have mentioned a few times in this book already, getting a great credit score is

an ongoing process and something you need to work at constantly.

One setback can ruin all your hard work, so it's essential that you track your

progress constantly and maintain good financial habits.

That being said, here are a few tips to stay on top of things:
GET YOUR SCORE EVERY MONTH

| have explained this a few times, but | cannot stress the importance enough, so |

think it's worth one last mention.

It's essential that you get your score every month, not only to pick up errors but to

eliminate problems before they turn into massive issues on your profile.

Getting your score monthly also allows you to combat identity theft.
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| highly suggest you sign up for an account at MyCreditStatus.co.za. Not only will
you gain access to your report every month, you will also gain access to our

personal guidance and all the tools and education on our platform.

SPEND LESS THAN YOU EARN

It goes without saying that when you spend less than you earn, you will not have

any financial issues down the line. So, stick to the basics and you will be fine.

BUDGET TO SAVE AND NOT TO LIVE

This point ties in with the previous point on spending less than you earn. Don't see

budgeting as a constraint. See it as a means to increase your net worth.

See it as a tool to help you become financially free. Once you see it that way, | bet

your thoughts around budgeting will change from negative to positive very quickly.

BECOME A MASTER AT PERSONAL FINANCE

In school, none of us were taught about personal finance. It's funny how money is
the one thing all of us work with every single day, yet it's completely missing from

our education system.

Very few people know this, but schools were started in the industrial revolution

because there was a lack in factory workers. The solution for these factory owners
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was to create schools to teach people how to be punctual, follow orders, and work

for a boss.

This same education system still exists today, and it's not difficult to see why so

many people have financial problems.

The only way you can change this is to take it upon yourself to change your future.
The habits you form around money are what shaped you into what you are today.

The habits that you form today are what will shape your future.

The only way to change this future is to change your current habits, and that

includes learning.

Make it your mission to become an expert in personal finance. Learn as much as

you can and learn from your mistakes.

| invite you to join us on GlobalMoneyAcademy.com where we teach people all
around the world how to become financially free. All our courses are 100% free
because we have an enormous passion to teach people the lessons about money

we never learned in school.
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CONCLUSION

Congratulations on making it to the end of this book. | bet you probably feel a bit

overwhelmed by the amount of information we've covered.

| highly suggest you read this book again and make notes on the sections applicable

to your specific situation.

Every person’s credit profile is different, so what might work for you isn't necessarily

the best solution for someone else.

For instance, a credit card could be a great tool to increase your credit score, but

for a person with bad financial habits, it could be their kryptonite.

If you take action and dedicate yourself to improving your credit score, the
information in this book is everything you need to reach your goal. Like anything in

life, the most important thing is to take action.

A bodybuilder cannot become a bodybuilder by reading books. The only way to get
there is to physically spend time in the gym and get there in increments, slowly but

surely.

The same is true for credit scores. If you take action constantly and apply the advice
given in this book, then you can also get an excellent credit score and ensure you

will be offered amazing interest rates by lenders.
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We would love to hear from you and to have you be the next success story as a

result of our education.

Good luck and | look forward to hearing about your success.

Dawie Bester
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