HOW TO BUILD CREDIT WITH CREDIT UNION

How 1o BuiLd CrediT WITH A CReDIT UNION: YOUR
CoMPREHENSIVE GUIDE

HOW TO BUILD CREDIT WITH CREDIT UNION MEMBERSHIP OFFERS A UNIQUE PATHWAY TO ESTABLISHING AND IMPROVING YOUR
FINANCIAL STANDING. UNLIKE TRADITIONAL BANKS, CREDIT UNIONS ARE MEMBER-OWNED FINANCIAL COOPERATIVES, OFTEN
PRIORITIZING MEMBER EDUCATION AND SUPPORT. THIS GUIDE DELVES INTO THE SPECIFIC STRATEGIES AND FINANCIAL PRODUCTS
AVAILABLE AT CREDIT UNIONS THAT CAN EFFECTIVELY HELP YOU BUILD A STRONG CREDIT HISTORY. WE WILL EXPLORE THE
TYPES OF CREDIT PRODUCTS COMMONLY OFFERED, THE IMPORTANCE OF RESPONSIBLE USAGE, AND HOW CREDIT UNIONS CAN BE A
VALUABLE PARTNER IN YOUR FINANCIAL JOURNEY. UNDERSTANDING THESE ELEMENTS IS CRUCIAL FOR ANYONE LOOKING TO SECURE
LOANS, RENT AN APARTMENT, OR ACHIEVE OTHER SIGNIFICANT FINANCIAL MILESTONES.
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UNDERSTANDING CREDIT UNIONS AND CREDIT BUILDING

CREDIT UNIONS OPERATE ON A NOT-FOR-PROFIT BASIS, WITH PROFITS RETURNED TO MEMBERS IN THE FORM OF LOWER LOAN
RATES, HIGHER SAVINGS YIELDS, AND REDUCED FEES. THIS MEMBER-CENTRIC PHILOSOPHY EXTENDS TO THEIR APPROACH TO
CREDIT BUILDING. THEY ARE OFTEN MORE WILLING TO WORK WITH INDIVIDUALS WHO MAY HAVE LIMITED OR DAMAGED CREDIT
HISTORIES, OFFERING PERSONALIZED GUIDANCE AND ACCESSIBLE PRODUCTS. BUILDING CREDIT IS A FUNDAMENTAL ASPECT OF
FINANCIAL HEALTH, IMPACTING EVERYTHING FROM YOUR ABILITY TO OBTAIN A MORTGAGE TO SECURING FAVORABLE INSURANCE
RATES. A STRONG CREDIT SCORE DEMONSTRATES YOUR RELIABILITY AS A BORROWER TO LENDERS AND OTHER FINANCIAL
INSTITUTIONS.

THE PROCESS OF BUILDING CREDIT INVOLVES CONSISTENTLY DEMONSTRATING RESPONSIBLE BORROWING AND REPAYMENT
BEHAVIOR. THIS MEANS MAKING ON-TIME PAYMENTS, KEEPING CREDIT UTILIZATION LOW, AND MANAGING MULTIPLE CREDIT
ACCOUNTS WISELY. CREDIT UNIONS, WITH THEIR FOCUS ON MEMBER WELL-BEING, CAN PROVIDE A SUPPORTIVE ENVIRONMENT FOR
INDIVIDUALS EMBARKING ON THIS JOURNEY. THEY OFTEN HAVE A VESTED INTEREST IN YOUR FINANCIAL SUCCESS, MAKING THEM AN
EXCELLENT RESOURCE FOR THOSE STARTING FROM SCRATCH OR LOOKING TO REPAIR EXISTING CREDIT ISSUES.



THe CrenDIT UNION ADVANTAGE FOR NEW BORROWERS

FOR INDIVIDUALS NEW TO CREDIT, SUCH AS YOUNG ADULTS OR RECENT IMMIGRANTS, CREDIT UNIONS CAN BE PARTICULARLY
BENEFICIAL. THEY ARE LESS LIKELY TO HAVE STRINGENT CREDIT SCORE REQUIREMENTS FOR BASIC ACCOUNTS COMPARED TO SOME
LARGER, MORE COMMERCIALLY-DRIVEN FINANCIAL INSTITUTIONS. THIS ACCESSIBILITY ALLOWS NEW BORROWERS TO OBTAIN
ESSENTIAL CREDIT PRODUCTS THAT ARE THE BUILDING BLOCKS OF A CREDIT HISTORY. FURTHERMORE, MANY CREDIT UNIONS OFFER
FINANCIAL EDUCATION W ORKSHOPS AND ONE~-ON-ONE COUNSELING, EMPOWERING MEMBERS WITH THE KNOWLEDGE TO MANAGE
CREDIT EFFECTIVELY FROM THE OUTSET.

How CrepiT UNIONS HELP INDIVIDUALS WITH LIMITED oR DAMAGED CREDIT

INDIVIDUALS WITH A THIN CREDIT FILE OR PAST CREDIT CHALLENGES MAY FIND IT DIFFICULT TO QUALIFY FOR TRADITIONAL
CREDIT CARDS OR LOANS. CREDIT UNIONS OFTEN TAKE A MORE HOLISTIC APPROACH TO LENDING, CONSIDERING FACTORS BEYOND
JUST A CREDIT SCORE. THEY MAY LOOK AT YOUR OVERALL RELATIONSHIP WITH THE CREDIT UNION, YOUR INCOME STABILITY,
AND YOUR WILLINGNESS TO ENGAGE IN RESPONSIBLE FINANCIAL PRACTICES. THIS MAKES THEM A CRUCIAL STEPPING STONE FOR
THOSE SEEKING TO RE"ESTABLISH OR BUILD THEIR CREDIT PROFILE FROM A LESS-THAN-IDEAL STARTING POINT.

GETTING STARTED: BECOMING A CreDIT UNION MEMBER

ToO ACCESS THE CREDIT-BUILDING OPPORTUNITIES AT A CREDIT UNION, YOU FIRST NEED TO BECOME A MEMBER. MEMBERSHIP 1S
TYPICALLY OPEN TO INDIVIDUALS WHO LIVE, WORK, WORSHIP, OR ATTEND SCHOOL IN A SPECIFIC GEOGRAPHIC AREA, OR WHO
ARE PART OF A PARTICULAR EMPLOYER GROUP OR ASSOCIATION. MANY CREDIT UNIONS HAVE EXPANDED THEIR FIELD OF
MEMBERSHIP OVER THE YEARS, MAKING IT EASIER FOR MORE PEOPLE TO JOIN. RESEARCHING LOCAL CREDIT UNIONS AND
UNDERSTANDING THEIR ELIGIBILITY REQUIREMENTS IS THE FIRST PRACTICAL STEP IN LEVERAGING THEIR SERVICES FOR CREDIT
BUILDING.

ELiGiBILITY REQUIREMENTS

EACH CREDIT UNION WILL HAVE ITS OWN SPECIFIC MEMBERSHIP CRITERIA. THESE ARE OFTEN DEFINED BY A COMMON BOND, SUCH
AS LIVING IN A PARTICULAR COUNTY OR BEING EMPLOYED BY A CERTAIN COMPANY. SOME CREDIT UNIONS ALSO ALLOW
MEMBERSHIP THROUGH SMALL DONATIONS TO AFFILIATED ORGANIZATIONS. |T'S IMPORTANT TO VISIT THE WEBSITE OF A CREDIT
UNION YOU ARE INTERESTED IN OR SPEAK DIRECTLY WITH A REPRESENTATIVE TO CONFIRM YOU MEET THEIR REQUIREMENTS. ONCE
ELIGIBILITY IS CONFIRMED, OPENING A BASIC SAVINGS ACCOUNT IS USUALLY THE PREREQUISITE TO ACCESSING OTHER FINANCIAL
PRODUCTS.

OPENING A SAVINGS ACCOUNT AS A FOUNDATION

OPENING A SAVINGS ACCOUNT IS A STANDARD PROCEDURE WHEN JOINING A CREDIT UNION. THIS SMALL DEPOSIT ESTABLISHES
YOUR MEMBERSHIP AND GRANTS YOU ACCESS TO THE CREDIT UNION'S FULL RANGE OF SERVICES, INCLUDING THOSE DESIGNED FOR
CREDIT BUILDING. MAINTAINING A HEALTHY SAVINGS BALANCE CAN ALSO INDIRECTLY SUPPORT YOUR CREDIT-BUILDING EFFORTS
BY PROVIDING A SAFETY NET FOR PAYMENTS AND DEMONSTRATING FINANCIAL RESPONSIBILITY.

CrepIT ProbuCTS FOR BUILDING CrReDIT AT CreDIT UNIONS

CREDIT UNIONS OFFER A VARIETY OF FINANCIAL PRODUCTS SPECIFICALLY TAILORED TO HELP MEMBERS BUILD OR REBUILD THEIR



CREDIT. THESE PRODUCTS ARE DESIGNED TO BE ACCESSIBLE AND MANAGEABLE, ALLOWING INDIVIDUALS TO LEARN RESPONSIBLE
CREDIT HABITS AND GRADUALLY IMPROVE THEIR CREDIT\W ORTHINESS.

Securep CrepiT CARDS

SECURED CREDIT CARDS ARE AN EXCELLENT TOOL FOR THOSE WITH NO CREDIT HISTORY OR A POOR CREDIT RECORD. WITH A
SECURED CREDIT CARD, YOU PROVIDE A CASH DEPOSIT THAT ACTS AS COLLATERAL FOR THE CREDIT LINE. THE CREDIT LIMIT IS
TYPICALLY EQUAL TO THE DEPOSIT AMOUNT. FOR EXAMPLE, A $300 DEPOSIT WILL USUALLY RESULT IN A $300 CREDIT LIMIT.
CREDIT UNIONS FREQUENTLY OFFER THESE CARDS, MAKING THEM READILY AVAILABLE TO MEMBERS. USING A SECURED CREDIT
CARD RESPONSIBLY—MAKING PURCHASES AND PAYING THE BALANCE IN FULL AND ON TIME EACH MONTH—WILL BE REPORTED TO
CREDIT BUREAUS, GRADUALLY BUILDING A POSITIVE CREDIT HISTORY.

CRrEeDIT BUILDER LOANS

A CREDIT BUILDER LOAN IS ANOTHER EFFECTIVE PRODUCT OFFERED BY MANY CREDIT UNIONS. UNLIKE A TRADITIONAL LOAN \WHERE
YOU RECEIVE THE FUNDS UPFRONT, WITH A CREDIT BUILDER LOAN, THE LOAN AMOUNT IS HELD IN A SAVINGS ACCOUNT OR
CERTIFICATE OF DEPOSIT (CD) WHILE YOU MAKE REGULAR PAYMENTS TOWARDS IT. ONCE THE LOAN IS FULLY REPAID, THE
FUNDS ARE RELEASED TO YOU. THE PAYMENTS YOU MAKE ARE REPORTED TO CREDIT BUREAUS, DEMONSTRATING YOUR ABILITY
TO MANAGE DEBT AND MAKE TIMELY PAYMENTS. THIS PROCESS EFFECTIVELY BUILDS YOUR CREDIT HISTORY WHILE YOU SAVE
MONEY.

Co-siGNED LoAaNs AND CrepiT CARDS

FOR INDIVIDUALS STRUGGLING TO QUALIFY FOR CREDIT ON THEIR OWN, A CO-SIGNER CAN BE A VALUABLE ASSET. A CO-SIGNER
IS SOMEONE WITH A GOOD CREDIT HISTORY WHO AGREES TO BE LEGALLY RESPONSIBLE FOR THE DEBT IF THE PRIMARY BORROWER
FAILS TO PAY. CREDIT UNIONS MAY ALLOW MEMBERS TO APPLY FOR LOANS OR CREDIT CARDS WITH A CO-SIGNER. THIS CAN BE
A STEPPING STONE TO OBTAINING CREDIT, ALLOWING THE PRIMARY BORROWER TO ESTABLISH A POSITIVE REPAYMENT HISTORY
THAT CAN EVENTUALLY LEAD TO INDEPENDENT CREDITWORTHINESS.

SHARE SECURED LOANS

SIMILAR TO SECURED CREDIT CARDS, SHARE SECURED LOANS AT CREDIT UNIONS ALLOW YOU TO BORROW AGAINST THE FUNDS
IN YOUR SAVINGS ACCOUNT OR CERTIFICATE OF DEPOSIT. THE AMOUNT YOU CAN BORROW IS TYPICALLY A PERCENTAGE OF
YOUR SAVINGS BALANCE. THE INTEREST RATE ON THESE LOANS IS USUALLY VERY LOW, AND THE PAYMENTS ARE REPORTED TO
THE CREDIT BUREAUS. THIS IS ANOTHER ACCESSIBLE WAY TO BUILD CREDIT HISTORY WHILE STILL HAVING YOUR SAVINGS
ACCESSIBLE AND EARNING INTEREST.

STRATEGIES FOR RESPONSIBLE CREDIT USAGE

SIMPLY OBTAINING CREDIT PRODUCTS IS ONLY HALF THE BATTLE, RESPONSIBLE USAGE IS PARAMOUNT TO BUILDING A STRONG
CREDIT PROFILE. CREDIT UNIONS, WITH THEIR FOCUS ON MEMBER EDUCATION, CAN REINFORCE THESE ESSENTIAL HABITS.



MAKING ON-TIME PAYMENTS

THE SINGLE MOST IMPORTANT FACTOR IN YOUR CREDIT SCORE IS MAKING PAYMENTS ON TIME. PAYMENT HISTORY ACCOUNTS FOR
A SIGNIFICANT PORTION OF YOUR FICO SCORE. SETTING UP AUTOMATIC PAYMENTS OR REMINDERS CAN HELP ENSURE YOU NEVER
MISS A DUE DATE. W/ITH CREDIT BUILDER LOANS AND SECURED CREDIT CARDS FROM A CREDIT UNION, PRIORITIZE PAYING YOUR
BALANCE IN FULL OR AT LEAST THE MINIMUM AMOUNT BY THE DUE DATE EACH MONTH.

KeepING CReDIT UTILIZATION Low

CREDIT UTILIZATION REFERS TO THE AMOUNT OF CREDIT YOU ARE USING COMPARED TO YOUR TOTAL AVAILABLE CREDIT.
EXPERTS GENERALLY RECOMMEND KEEPING YOUR CREDIT UTILIZATION RATIO BELOW 309%, AND IDEALLY BELOW 10%, TO
POSITIVELY IMPACT YOUR CREDIT SCORE. FOR EXAMPLE, IF YOU HAVE A SECURED CREDIT CARD WITH A $500 LIMIT, AIM TO
KEEP YOUR BALANCE BELOW $ 150. CREDIT UNIONS CAN HELP YOU UNDERSTAND THIS CONCEPT AND MANAGE YOUR SPENDING TO
MAINTAIN A LOW UTILIZATION RATIO.

AvoIDING ExcessIVE CREDIT APPLICATIONS

EACH TIME YOU APPLY FOR NEW CREDIT, IT CAN RESULT IN A “HARD INQUIRY” ON YOUR CREDIT REPORT, WHICH CAN SLIGHTLY
LOWER YOUR CREDIT SCORE. W/HILE NECESSARY FOR OBTAINING CREDIT, IT'S WISE TO AVOID APPLYING FOR MULTIPLE CREDIT
PRODUCTS IN A SHORT PERIOD. FOCUS ON BUILDING A SOLID HISTORY WITH ONE OR TWO CREDIT-BUILDING TOOLS FROM YOUR
CREDIT UNION BEFORE SEEKING ADDITIONAL CREDIT.

LEVERAGING CREDIT UNION RESOURCES FOR CREDIT BUILDING

CREDIT UNIONS OFTEN GO BEYOND JUST OFFERING FINANCIAL PRODUCTS; THEY PROVIDE RESOURCES DESIGNED TO EMPOWER THEIR
MEMBERS FINANCIALLY.

FINANCIAL COUNSELING AND EDUCATION

MANY CREDIT UNIONS OFFER FREE FINANCIAL COUNSELING SERVICES AND EDUCATIONAL WORKSHOPS. THESE RESOURCES CAN BE
INVALUABLE FOR UNDERSTANDING CREDIT SCORES, BUDGETING, DEBT MANAGEMENT, AND THE LONG-TERM IMPLICATIONS OF
FINANCIAL DECISIONS. DON'T HESITATE TO TAKE ADVANTAGE OF THESE PROGRAMS, ESPECIALLY IF YOU ARE NEW TO MANAGING
CREDIT.

PERSONALIZED GUIDANCE

BECAUSE CREDIT UNIONS ARE MEMBER-FOCUSED, YOU CAN OFTEN RECEIVE MORE PERSONALIZED ADVICE FROM LOAN OFFICERS AND
FINANCIAL ADVISORS. THEY CAN HELP YOU CHOOSE THE RIGHT CREDIT-BUILDING PRODUCTS BASED ON YOUR INDIVIDUAL
CIRCUMSTANCES AND GUIDE YOU THROUGH THE PROCESS, OFFERING SUPPORT AND ENCOURAGEMENT ALONG THE WAY.

MONITORING YOUR PROGRESS AND LONG-TERM CREDIT HEALTH



BUILDING CREDIT IS A CONTINUOUS PROCESS. REGULARLY MONITORING YOUR CREDIT REPORT AND SCORE IS CRUCIAL TO TRACK
YOUR PROGRESS AND IDENTIFY ANY POTENTIAL ISSUES.

CHeckING YOUR CREDIT REPORT

YOU ARE ENTITLED TO A FREE COPY OF YOUR CREDIT REPORT FROM EACH OF THE THREE MAJOR CREDIT BUREAUS (EQUIFAX,
EXPERIAN, AND TRANSUNION) ANNUALLY. MANY CREDIT UNIONS ALSO OFFER TOOLS OR SERVICES THAT ALLOW YOU TO CHECK
YOUR CREDIT SCORE REGULARLY THROUGH THEIR ONLINE BANKING PLATFORMS. REVIEWING YOUR REPORT FOR ACCURACY AND
UNDERSTANDING THE FACTORS INFLUENCING YOUR SCORE ARE KEY TO LONG-TERM CREDIT HEALTH.

TRANSITIONING TO UNSeCURED CREDIT

AS YOU CONSISTENTLY DEMONSTRATE RESPONSIBLE CREDIT BEHAVIOR WITH SECURED PRODUCTS, YOUR CREDIT UNION MAY
OFFER YOU THE OPPORTUNITY TO TRANSITION TO UNSECURED CREDIT PRODUCTS, SUCH AS TRADITIONAL CREDIT CARDS OR
PERSONAL LOANS. THIS IS A SIGN THAT YOU HAVE SUCCESSFULLY BUILT A POSITIVE CREDIT HISTORY. CONTINUE TO MANAGE
THESE UNSECURED ACCOUNTS RESPONSIBLY TO MAINTAIN AND IMPROVE YOUR CREDIT SCORE OVER TIME.

FAQ: How To BuiLb CrebiT wiTH CReDIT UNION

Q: \WHAT IS THE FIRST STEP TO BUILDING CREDIT WITH A CREDIT UNION?

A: THE FIRST STEP IS TO BECOME A MEMBER OF A CREDIT UNION. THIS TYPICALLY INVOLVES MEETING THEIR ELIGIBILITY
REQUIREMENTS, SUCH AS LIVING OR WORKING WITHIN A SPECIFIC GEOGRAPHIC AREA OR BELONGING TO AN AFFILIATED GROUP.
ONCE YOU ARE A MEMBER, YOU CAN THEN EXPLORE THEIR CREDIT-BUILDING PRODUCTS.

Q: ARE CREDIT BUILDER LOANS OFFERED BY ALL CREDIT UNIONS?

A: WHILE MANY CREDIT UNIONS OFFER CREDIT BUILDER LOANS, AVAILABILITY CAN VARY. IT'S RECOMMENDED TO CHECK WITH
YOUR SPECIFIC CREDIT UNION TO SEE IF THEY OFFER THIS PRODUCT AND WHAT THE TERMS AND CONDITIONS ARE.

QI How LONG DOES IT TYPICALLY TAKE TO BUILD CREDIT WITH A CREDIT UNION?

A: BUILDING CREDIT IS A GRADUAL PROCESS. W/ ITH CONSISTENT ON-TIME PAYMENTS AND RESPONSIBLE USAGE OF CREDIT-
BUILDING PRODUCTS, YOU CAN START TO SEE POSITIVE CHANGES IN YOUR CREDIT REPORT WITHIN 3-6 MONTHS. HO\X/EVER,
ACHIEVING A SIGNIFICANT CREDIT SCORE IMPROVEMENT CAN TAKE 1-2 YEARS OR MORE.

Q: CAN A CREDIT UNION HELP ME IF | HAVE A HISTORY OF LATE PAYMENTS OR
DEFAULTS?

A: YESI CREDIT UNIONS ARE OFTEN MORE WILLING TO WORK WITH INDIVIDUALS WHO HAVE PAST CREDIT CHALLENGES THAN
TRADITIONAL BANKS. THEY MAY OFFER GUIDANCE, FINANCIAL COUNSELING, AND CREDIT-BUILDING PRODUCTS LIKE SECURED CARDS
OR CREDIT BUILDER LOANS TO HELP YOU RE-ESTABLISH A POSITIVE CREDIT HISTORY.



Q: WHAT IS THE DIFFERENCE BETWEEN A SECURED CREDIT CARD AND AN UNSECURED
CREDIT CARD?

A: A SECURED CREDIT CARD REQUIRES A CASH DEPOSIT AS COLLATERAL, WHICH DETERMINES YOUR CREDIT LIMIT. AN UNSECURED
CREDIT CARD DOES NOT REQUIRE A DEPOSIT AND IS TYPICALLY OFFERED TO INDIVIDUALS WITH AN ESTABLISHED CREDIT HISTORY.
CREDIT UNIONS OFTEN START MEMBERS WITH SECURED CARDS TO HELP THEM BUILD CREDIT.

QZ How DOES MAKING SMALL PURCHASES AND PAYING THEM OFF IMMEDIATELY HELP
BUILD CREDIT WITH A CREDIT UNION?

A: MAKING SMALL PURCHASES ON A CREDIT CARD AND PAYING THE BALANCE IN FULL BEFORE THE DUE DATE DEMONSTRATES TO
CREDIT BUREAUS THAT YOU CAN MANAGE CREDIT RESPONSIBLY AND PAY YOUR DEBTS ON TIME. THIS PRACTICE HELPS IMPROVE
YOUR PAYMENT HISTORY AND KEEPS YOUR CREDIT UTILIZATION LOW, BOTH OF WHICH ARE POSITIVE FACTORS FOR YOUR CREDIT
SCORE.

Q: CAN | USE MY CREDIT UNION SAVINGS ACCOUNT AS COLLATERAL FOR A CREDIT
BUILDER LOAN?

A: ABSOLUTELY. MANY CREDIT UNIONS ALLOW YOU TO USE FUNDS IN YOUR SAVINGS ACCOUNT OR A CERTIFICATE OF DEPOSIT
(CD) AS COLLATERAL FOR A CREDIT BUILDER LOAN, OFTEN REFERRED TO AS A SHARE-SECURED LOAN. THIS IS A COMMON AND
EFFECTIVE WAY TO ACCESS A LOAN WHILE USING YOUR OWN FUNDS AS SECURITY.

Q: DO CREDIT UNIONS REPORT MY PAYMENT ACTIVITY TO ALL THREE MAJOR CREDIT
BUREAUS?

A: MoST CrREDIT UNIONS, ESPECIALLY THOSE OFFERING CREDIT-BUILDING PRODUCTS, DO REPORT YOUR PAYMENT ACTIVITY TO
ALL THREE MAJOR CREDIT BUREAUS: EQUIFAX, EXPERIAN, AND TRANSUNION. THIS REPORTING IS ESSENTIAL FOR YOUR CREDIT
HISTORY TO BE ESTABLISHED AND GROW.
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