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RENTAL PAYMENTS - SHOULD THEY BE CONSIDERED WHEN ASSESSING CREDIT RISK?  
 
Credit is the deferral of payment for a debt. It includes borrowed money individuals can use to 
purchase goods and services as needed. Consumers are increasingly dependent on credit to make 
purchases including the financing of higher education and medical expenses.  Moreover, credit 
history and a credit score can positively or negatively affect an individual or family’s ability to rent.  
Your credit score can affect your rental options, essentially where you are able to live and how 
much you have to pay to live there.   
 
Interest rates are generally risk based. Meaning, the higher your credit score, the lower your rates 
and related fees are likely to be.  Additionally, you may not qualify to rent a desired property if the 
landlord requires a specific minimum credit score or if that same landlord requires a higher deposit 
because of a lower credit score. Remember, a higher credit score generally means the risk is low 
that a consumer will default on the required mortgage or rental payment.    
 
Credit can affect you in many ways: 

 Credit may affect what vehicle you can afford to purchase.  Similar to a mortgage, applicants 
with good credit may qualify for a larger loan with lower interest rates.   

 Credit may affect your ability to find gainful employment. Some states allow employers to 
use credit history in their hiring decisions.  

 Credit can affect your ability to start a business.  Just like a mortgage or car purchase, 
lenders are hesitant to provide capital to individuals with a poor credit history.   

 Credit may affect your ability to obtain a higher education.  Student loans and interest rates 
may be dependent upon credit history, whether the parent or student applies.   

 Credit affects other monthly bills - your deposit to obtain utility service, cable, telephone, 
water and cell phone service.  

 
A credit score is a three digit-number designed to represent your credit risk, or the likelihood that 
you will pay your bills on time.1 The score is calculated based on the contents of your consumer 
file.2 When you borrow money, sign a rental contract, open utility accounts, etc., you are promising 
to make payments on time and in full over time. Your performance is usually reported to credit 
bureaus which becomes your credit history. If you have positive payment performance reported to 
your credit file, your credit history will show that you are a good credit risk and that you will likely 
make good on your financial obligations. 
 
Although mortgage payments are factored into an individual’s credit score, a borrower’s rental 
payment history is not always reported to one or more of the three major credit reporting agencies. 
Additionally, the data may be fragmented and sporadic, possibly leading to an incomplete depiction 
of a person’s credit risk. Yet, as the graphic to the right shows, the number of rental households has 
increased substantially over the past decade, such that, approximately 32% of all households in the 
U.S. are renters. There is tremendous potential for increased rental reporting to provide a pathway 
to the type of financial empowerment that a strong credit score can provide.”   
 
Urban Strategies, Inc. (USI) is a not-for-profit organization working on a national scale and whose 
mission is to ensure that all children and families are stable and thriving. USI specializes in results-
informed human services development, planning, and strategy implementation as part of 
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comprehensive neighborhood revitalization, and works with over 30,000 families in 14 cities 
nationwide.  
 
Equifax® seeks to transform knowledge into insights that power better decisions. As a consumer 
advocate, champion of economic advancement, and steward of financial capability, Equifax 
recognizes the value of reporting rental payments on a person’s credit history, because it can 
provide more insight into the creditworthiness of the now 43 million renters nationwide, which 
may help lead to more economically healthy communities. According to David Stiffler, Vice-
President of Global Corporate Social Responsibility, “Equifax is transforming the ways in which we 
impact communities, especially vulnerable ones.  We are working to join the ranks of the most 
innovative and trusted corporate community partners by creating shared value – investing less in 
communities and consumers from a charitable mindset, which cannot always drive impact, and 
more with the data, products and internal resources that define us as a company.” 
 
Together, USI and Equifax seek to combine their expertise and resources to not only research the 
impact that rental payment history has on a person’s credit score, but to better understand how 
that data is collected. As well, USI and Equifax intend to act on the data to design holistic solutions 
that help stabilize communities and improve the rental marketplace. 
  
This paper will now discuss the following: 

 current rental demographics 
 challenges renters face 
 the benefits of incorporating rental payments into credit 

score models 
 the potential ways to accurately incorporate this data 
 some rental solutions on the horizon 

 
Who Are the Affected Renters? 
 
Recent reports point to an increase in the number of renters, as well 
as a transition in their demographics. Specifically, more than 18% of 
renters in 2016 were those with incomes of $100,000 or more, and 
the median age of renters was 403. Thus, not only are there more 
renters, but perhaps surprisingly, they’re not all young people 
establishing their first household. Although the largest increase in 
renter rates occurred among young, higher-income households, 
much of the overall growth was driven by older households.4 
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Renters over 50 accounted for 52% of the increase in the total number of renters from 2006-2016.5  
 
Stereotypes to the contrary, renters are of every age, race/ethnicity, income, 
and family type, living in every setting from cities to rural countryside. 
Despite a sizable high-end market, rental housing remains home to a 
disproportionate share of the nation’s most disadvantaged households. 
Renters are more likely to be low-income; two-thirds of all renter 
households live below the U.S. median household income and over half of 
owner households are above the U.S. median household income.6 Renters 
also have less savings and wealth. In 2016, the median net worth of a renter 
household was $5,000, compared to $230,000 for an owner household.7  
 
The widening of the income divide is clearly evident in the rental market. 
Incomes at the high end of the distribution have grown disproportionately 
faster than those at the low end. Households with an annual income of 
$50,000 or more drove 60% of the growth in rental households from 2006-
2016.8 
 
Although millions of middle- and high-income households rent their homes, 
low-income and low-wealth households make up a large segment of the 
market; over 25% of renters are extremely-low-income (ELI), having a 

household income at or below the poverty level, or 30% of the area median income, whichever is 
higher9. The graphic to the left shows that many ELI renters are working and elderly —evidence 
enough that working and saving for retirement are no cure for poverty. These are potential 
borrowers and families who are often society’s most vulnerable. Rental payment reporting could 
more accurately reflect their credit risk as borrowers and a strengthened credit history could be a 
foundation which ELI families use to move out of poverty. 
 
Timeliness of Rental Payment  
 
Having a high credit score can potentially impact an individual’s ability to improve their quality of 
living, and save on interest rates. However, the mere increase of one’s credit score doesn’t 
necessarily lead to more positive outcomes; credit bureaus use predictive models to develop a 
credit score, and different combinations of factors can lead to a variety of outcomes. In general, a 
credit score of 700 or higher is considered good, and scores of 750 or higher are considered 
excellent.10 The higher the credit score, the more an individual has demonstrated responsible credit 
behavior in the past, which may make potential lenders and creditors more confident when 
evaluating a credit request.11 Most borrowers have credit scores in the 600-750 range, making them 
have fair to good credit. Those with poor credit are frequently required to pay a fee or deposit, or 
will not be approved for traditional types of credit at all.    
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Using Timely Rental Payments to Positively Impact Renters 
 
Research conducted by the Urban Institute analyzed how past mortgage payment history can 
predict future loan performance, and compared the monthly payments of renters and mortgage 
holders.12 The results showed that rental payment history is highly likely to be predictive of 
mortgage performance.13 Specifically, a loan paid on time for 24 months has a .25% probability of 
going 90+ days delinquent in the subsequent three years; additionally, renters and homeowners of 
similar income levels in similar homes have similar monthly housing expenses.14 Therefore, the 
Urban Institute concluded that, “given the predictability of future loan performance based on 
mortgage payment history, rental payment history is likely a strong predictor of mortgage default, 
and thus a powerful indication for credit risk purposes.”15 Using rental payment history as a factor 
in credit reporting could improve renter’s credit scores, leading to an increase in renter purchasing 
power, housing stability, and the ability to move into homeownership.  
 
Benefit to Credit Bureaus and Landlords 
 
Equifax® recognizes the potential value of including rental payment history in credit scoring 
models, and they are exploring a Rent Credit Pilot in partnership with several national and local 
community development partners: Housing Opportunity Commission (HOC); McCormack Baron 
Management Services (MBMS); Southside Community Development Corporation (SCDC); andUSI.  
The three rental management partners (HOC, MBMS and SCDC) will provide access to the rent 
payments for their tenants.  The Center for Social Development at the Brown School of Social Work 
at Washington University in St. Louis is developing the algorithm to determine how much of an 
impact timely rent payments will have on credit scores.  USI will coordinate services to families at 
these properties to connect families to critical financial literacy services or financial assistance 
services, thus, enhancing the ability of families to take steps to improve their credit scores, and 
reducing the possibility that such families would face evictions. This work enables families who 
may be struggling to receive the assistance needed to ensure that all families have the ability to 
benefit from a credit score increase and will collect both qualitative and quantitative data on how 
the increases have impacted families. This is not an easy task, however, as rental payment data is 
often aggregated with other factors in a credit analysis.  
 
Equifax studies indicate that rental payment data can be a predictive and stable input leveraged by 
many commonly-used credit  scoring models in the market today, and they confirm that current 
industry reporting guidelines already allow for the contribution of this type of data.  Generally 
speaking, there is a need to align landlord incentives with consumer benefit incentives to drive 
material industry-wide momentum in the capturing of rental payment data. Many landlords do not 
take advantage of the traditional incentives leveraged by other credit payment providers-using 
positive and negative rental payment data and inquiries to model future behavior and make 
decisions during application, and using derogatory payment reporting as a means of encouraging 
rental payment to report payment history. Additionally, landlords must report payments to a credit 
agency every 30 days, but not every management company adheres to such a schedule when it 
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comes to evictions. For example, landlords may choose to evict someone after 22 days, thus not 
needing to report a missed rental payment at the traditional 30 day mark.  
 
We propose that housing authorities consider serving as a clearinghouse for rental payment 
reporting. This would help to capture a section of the rental community more accurately and allow 
rental payment data to be analyzed more efficiently. Landlords could benefit from technical 
compliance and reporting expertise, particularly in the area of FCRA dispute management, and the 
process of reporting could be made easier and less costly. There is a clear need to further research 
ways to align these key stakeholder groups.  
 
Accurately capturing rental payment data and using it as a factor in credit score determination 
broadens the opportunities for many potential consumers. We call on rental industry participants 
to help us find a way to meaningfully broaden and accelerate rental payment contribution for the 
benefit of millions of low to moderate-income families. 
 
One Solution On the Horizon 
 
Equifax is currently working with a St. Louis-based non-profit, Tower Grove Community 
Development Corporation, on the expansion of their tenant screening platform (HomeScreen – 
www.myhomescreen.org). The online platform is an easy-to-use meeting place for property owners 
and prospective tenants that offers verification services and screening.  “The unique aspect of this 
partnership with Tower Grove is that, while we are very excited to support the improved 
technology of the platform through the use of our core products to drive consumer impact, what we 
are most proud of is the additional offerings tied to the service - the financial coaching for 
consumers and families who use Homescreen to ensure that, if at first they don’t screen, we help 
them try again and get into that rental of their choice,” intones David Stiffler. Homescreen is 
product meant to address all rental markets. 
 

http://www.myhomescreen.org/
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