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This handy little guide 
explores the basics of credit 
scoring and credit reporting 
in Australia. 



What is a credit score?
A credit score is a number (typically between 0 and 1,000) that represents your
credit worthiness in the eyes of a credit provider. It is based on the information in 
your credit file and indicates the likelihood that you will be able to repay credit in 
the future.

How are credit scores used?
Credit providers can use your credit score and your credit file, along with 
information in your application for a credit card or loan, to determine whether to 
offer you credit.

If you have a high credit score, it suggests that you have demonstrated a history 
of financial responsibility and can be considered to be less risky to lend to than 
someone with a lower credit score.

There are also a number of credit products that offer lower interest rates for people 
with higher credit scores, so a good credit score could lead to a better deal on 
credit.

CREDIT SCORE BASICS

If you have a high credit score, 
it suggests that you have 
demonstrated a history of 
financial responsibility and can 
be considered to be less risky to 
lend to than someone with a lower 
credit score.
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A credit score is calculated by an algorithm that uses information from your credit 
file. It looks at patterns in your credit history, characteristics of your credit profile, 
and aspects of your credit applications. 

Who calculates credit scores?
A credit reporting body (CRB) collects, uses and discloses personal and credit 
related information about individuals. A CRB collects this information from credit 
providers and publicly available sources.

A CRB processes this information to report on the credit worthiness of an 
individual. It’s important to note that a CRB does not approve or deny credit.

There are a number of CRBs in Australia and each maintains their own set of 
consumer credit information. As a result, your credit file and credit score at each 
CRB may vary as they can have access to different data. It is a good idea to check 
with each CRB to get a more complete picture of your credit reputation. 

HOW IS YOUR CREDIT SCORE 
CALCULATED?

Below are some of the key things found on credit files

Credit Enquiries:
When you apply for a credit product, if a lender does a credit check on you, a credit enquiry is recorded on your credit 
file. This can include any credit card, loan, or utilities applications you may make.

The enquiry is recorded on your file for 5 years regardless of whether your application was approved or rejected. 

Having a large number of credit enquiries on your file over a short period of time can make you appear less favourable to 
credit providers, as they may assume other lenders have declined you or that you already have a lot of debt.

Credit Topics:
There are many types of credit available and each has a different level of risk. Your credit score accounts for both the 
type and amount of credit in your previous applications.

Likewise, each credit provider has a different level of risk. e.g. an application with a payday lender is seen differently to a 
bank or credit union.

WHAT IS INCLUDED ON YOUR CREDIT FILE?
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Defaults and other adverse events: 
A default is recorded on your credit file if your payment of $150 or more is overdue 

by 60 days or more. A default is kept on your credit file for five years, even after the 
amount has been repaid.

Additionally, if you have declared bankruptcy or had serious credit infringements 
or court judgements against you, it can be recorded on your credit file. This type of 

negative information on your credit file can adversely impact your credit score.

Your credit file (and therefore your credit score) does not take into account your 
income or assets. Earning a large salary or owning a lot of property does not have 
any bearing on your credit score.

Australia’s credit reporting system is moving towards a ‘positive’ reporting system, 
however the process will take time. At present, your credit file is unlikely to contain 
information on your credit limits, your repayment history or account open and close 
dates. 

WHAT ISN’T INCLUDED?

Earning a large salary or owning a 
lot of property does not have any 
bearing on your credit score.
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What causes scores to change?
Small fluctuations in your credit score aren’t a huge cause for concern - your credit score may move up and down from time to 
time and this is perfectly normal.  Some of the common reasons for movement in your score include:

The scoring model changing
New data is constantly being reported to the credit reporting bodies (CRBs), so from time to time they’ll adjust and fine tune the 
calculations in their credit scoring model to make sure your score is as relevant and accurate as possible. 

New information on your credit file
Your credit score is calculated based on the information in your credit file. So when new information is added to your 

file, your score may change as a result. For example if:

• You have recently applied for a new credit product

• You have a new negative credit event, such as a default or bankruptcy

• New information on you has become available to the CRB – they are always working in the background to 

get more data from lenders

As comprehensive credit reporting is starting to be adopted in Australia, small and frequent changes to your score are 

going to become more common as your file is slowly going to reflect additional information such as your repayment 

history.

Entries on your credit file ageing over time
How long an entry has been on your credit file can actually impact your score. For example, if your credit card enquiry 

has gone from 1 year old to 2 years old, you may see a change in your score. So, even if you haven’t done anything new, 

you may see some movement in your score as your credit file information ages over time. 

CREDIT SCORE MOVEMENT
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Old information dropping off your credit file
The information on your credit file doesn’t stay there forever. It only lasts for a limited period of time and once that time is 
up, the information will drop off and will no longer impact your score.

Errors on your file
Errors on your credit report could range from a simple mistake such as a duplicate entry or incorrect details, or it could 
mean something more serious like your identity being stolen. These errors could affect your score and it’s important to 
check your credit report regularly to prevent or amend any errors found. Note that if errors are corrected, this too could 
impact your score. 

12



Improving your credit score does take a bit of time and effort.  Here are 7 tips to help get your score moving in the right 
direction: 

1. Check your credit report regularly
Knowledge is power! It sounds simple but just knowing your score is a good first step. Checking it regularly will allow you 
track your score and see if you are making progress. It can also help you spot any errors or fraudulent activity on your 
credit file so you’re not caught out when you apply for credit. 

2. Correct any errors
If you do notice any errors on your credit report, you should first contact the organisation that provided the incorrect 
detail. If they cannot resolve the issue you should inform the relevant credit reporting body so they can investigate and 
remedy the issue. 

3. Pay on time and/or talk to your lenders
This kind of goes without saying but in order to get and keep a decent credit score, you need to repay what you borrow 
within the terms agreed. If you’re worried that you can’t make a payment, let your lender know as soon as possible. You 
may be able to modify your payment terms and you won’t have to worry about defaulting.

HOW CAN YOU IMPROVE YOUR 
CREDIT SCORE?

4. Pay by direct debit 
Consider setting up direct debits for your repayments so the payment is made on time automatically 
and you can take it easy knowing your credit score will be better off for it.

5. Don’t forget about utilities 
A default on a utility like your phone contract, or water or gas bills can be recorded on your credit 
report and may affect your credit score, so make sure you pay them on time and close the accounts 
or get your name removed from them if you move out of an address or share house. 

6. Pay off your defaults 
If you have defaulted on a credit card or a loan, pay it off as soon as possible. The default will still be 
included on your credit report for five years, but it will be indicated as paid, and may be looked on 
more favourably. 

7. Do your research and only borrow money when you need it 
Too many applications for credit can drag your score down so make sure you do your homework 
before you apply for anything. Research the market, compare products and read all that fine print to 
make sure you meet the eligibility criteria. This can help you avoid the dreaded rejection letter and 
ensure you get something that is right for your needs. And of course, only apply when you need it!
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Comprehensive Credit Reporting (CCR), also known as Positive Reporting
Simply put, CCR refers to additional information being provided to, and held by, Credit Reporting Bodies in Australia, which 
means that a more complete picture of an individual’s credit profile can be held on their credit file.

What’s happening?
Previously, your credit file didn’t have information on credit limits, repayment history or account open and close dates, which 
means the information on you has been relatively limited (or ‘negative’) – this is about to change.

Extra information that can appear on your credit file under CCR includes:

• Repayment history for credit accounts such as credit cards, home loans and personal loans

• The type of credit account opened

• The date the credit account was opened and/or closed

• The current limit on the credit account

CHANGES COMING TO CREDIT How could this help me?
Let’s say you always repay your credit cards or mortgage on time. Previously, your credit file wouldn’t show this – it’d 
only show when things got bad i.e. you defaulted on a payment or went bankrupt. Now, if you apply for a loan, a lender 
that performs a credit check can see that you’ve paid everything on time for the past 2 years!

Likewise, if you ended up closing a credit card, it will also be reflected on your credit file for 2 years afterwards, which 
again helps lenders get a clearer idea of your credit profile.

So how do I get ready for comprehensive credit reporting?
• Your repayment history is going to count, so make sure you pay everything on time

• Always do your homework before you apply for credit and only apply when you really need it. Your account   
    open dates are going to be on your credit file

• Monitor your free credit score and credit report regularly to check your progress and keep an eye out for  
    fraudulent entries 
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Q. WHY WAS I DECLINED FOR CREDIT?
If you’ve recently been declined for credit, you’re probably feeling a bit confused and 
annoyed right now. Let’s take a look at some of the common reasons why your credit 
application may have been declined:

Your credit score is too low 
Lenders can take into account your credit score and credit history when they 
consider your application. If your credit history shows a lot of credit enquiries 
in a short space of time, or adverse events (e.g. bankruptcies or defaults), your 
application may be affected by your low credit score.

Your income is too low
Many credit products have a minimum income requirement, especially for home 
loans or those premium credit cards that come with all the bells and whistles. 
Each credit product is different so make sure you double check that your annual 
income is higher than the minimum otherwise you will not be eligible to apply for 
the product.

COMMON QUESTIONS You already have too much credit
Just because you earn a six figure salary doesn’t guarantee that you’ll automatically be approved for a new credit product. A 
lender will often look at your income, assets, expenses and existing credit commitments when deciding the outcome of your 
application.

A credit provider must lend you money responsibly. If they believe that you already have too much credit and aren’t in a good 
financial position to take on any more, they could reject your application.

You don’t meet the employment requirements
Credit providers like to see that you have a stable and ongoing employment as this gives some assurance that you can meet 
the repayments for a new credit card or loan. If you are unemployed or if your employment is temporary or casual, you may 
not be approved for a new credit product.

You’re not of age or not an Australian citizen or permanent resident
Many credit providers have restrictions around who they can supply credit. They often specify that you must be over the age of 
18 and either an Australian citizen or a permanent resident to qualify for a particular credit product.

Remember, every credit provider has their own credit assessment criteria and will look at each application on an individual 
basis. If your application has been declined, get in touch with the credit provider to discuss the reasons why your application 
was not successful. Or, if you need help managing your debts and getting your finances in order, check out Credit Savvy’s Key 
Resources for a list of resources and initiatives.
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Q.  HOW CAN I CHECK MY CREDIT SCORE?
Credit Savvy is a free, consumer initiative committed to helping Australians make savvy financial decisions by tracking their 
credit score and reputation, learning how credit works, and comparing credit products to see if your credit score can get you a 
better deal.

By joining Credit Savvy you can access your Experian credit report summary and credit score as often you like for free (no 
tricks or hidden costs, its free and always will be).We will send you free monthly score updates and even send you alerts when 
something changes on your report so when we know, you know. Head to www.creditsavvy.com.au to get your free credit score 
today.

Q.  HOW DO I FIX AN ERROR ON MY CREDIT REPORT?
Your credit report can have errors, including misspellings of your name, the wrong address or a credit listing that is a duplicate, 
misleading or simply incorrect.

If that’s the case, contact the credit provider and/or credit reporting body (CRB) and ask them to investigate. Let them know 
why you believe the information is incorrect and if you have documents that are relevant in showing the information on your 
credit report is incorrect, it’s a good idea to provide this early on.

If you’re unsure how to go about this, you can make an appointment with a community legal centre who can help you with the 
process.

If neither the credit reporting body nor the credit provider can correct the listing, you can contact an independent dispute 
resolution scheme such as the Financial Ombudsman Service (FOS), the Credit & Investments Ombudsman (CIO), or the 
Telecommunications Industry Ombudsman (TIO).

We act as a credit intermediary and do not provide personal financial, legal or tax advice, or credit assistance of any form. Any content featured in 
this ebook is of a general and informative nature only and does not take into account your personal objectives, financial situation or needs. You 
should consider your needs, along with the product’s terms and conditions before making a decision. We do not accept any liability in respect of any 
product or service which you elect to acquire from any provider.

© 2017 AHL Investments Pty Ltd (AHL) ABN 27 105 265 861 and Australian Credit Licence number 246786 trading as Credit Savvy Australia.
Credit Savvy is a trade mark of AHL Investments Pty Ltd. AHL is a partly owned subsidiary of the Commonwealth Bank of Australia ABN 48 123 123 
124 AFSL and Australian Credit Licence number 234945.
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