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How much does bad credit cost?

Contributed by Rockmond
Thursday, 08 March 2007

Most people are not aware of just how much a bad credit score can impact the interest that they pay on loans and credit
cards. Unfortunately, bad credit does cost you real money. You can use the examples below to get a better
understanding of what your credit score may be costing you.
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Most people are not aware of just how much a bad credit score can impact the
interest that they pay on loans and credit cards. Unfortunately, bad credit does

cost you real money. You can use the examples below to get a better
understanding of what your credit score may be costing you.

Buying a home

{bot_wrgoogle}The cost of bad credit is most evident and most expensive when a large ticket
item is being purchased. For most people, that is the purchase of their dream

home. Here, a bad credit can really hurt you. If you have poor or bad credit

score, you will end up paying between $66,000 and $99,000 more in interest than

if you had an excellent credit score (that is approximately $2,000 to $3,000 of

interest per year that can be saved by simply improving your credit score).

Here's an example on a $200,000 mortgage paid over 30 years to illustrate this.

Example:$200,000 house mortgage paid over 30 years:

Credit status Interest rate Monthly payment Extra interest paid over the 5 years
Excellent 7% $1,331 $0
Poor 9% $1,609 $66,140

Bad 12% $2,057 $99,019

Buying a car

If you have bad credit and have obtained a loan to purchase your car, your
interest rate will be much higher and you'll end up paying $3,000 to $6,000 more
in interest than you would have if your credit score was good. This added

interest shows up every month in form of a higher monthly payment. The example
below illustrates this on a typical $25,000 car loan paid over 5 years.

Example: $25,000 car loan paid over 5 years:

Credit status Interest rate Monthly payment Extra interest paid over the 5 years

Excellent 8% $507 $0

Poor 12% $556 $2,952
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Bad 16% $608 $6,062

Credit Cards

Consumers with bad credit in most instances cannot obtain the prime credit

cards. These are the cards with reasonably attractive interest rates, payment

terms and credit limits. So, consumers with bad credit are typically relegated

to so-called "sub-prime" credit cards. These cards typically require exorbitant setup fees (or recurring monthly fees), offer
very low credit lines, often require cash deposits, and in most cases do not report your positive credit activity to the credit
bureaus.

Going in for Credit repair is good Option.

Author -- Rockmond Dunbar . Rockmond is an experienced Credit Score Repair Expert and producer of Credit Repair
Kit. He is the owner of Hi Score Inc . A Guide to Improve Credit Score and Raise FICO score
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