Hello Everyone,

Today’s missive avoids adding to the cacophony of poli cal chatter. Instead the focus is the arcane
subject of FICO scores.

Yes sirree (!), if you are having trouble getting a date, just talk FICO. That’s my saying.

Signed Your Was-Excited-The-Poli cal-Ads-Were-About-To-End-But-Was-Then-Told-2020-Campaigns-Are-
Already-Prepping Financial Advisor,

Greg

KKOB 11.05.2018 Have We Lost Our Minds? FICO

Bob: So, Greg, your topic this morning is, “Have we lost our collec ve
minds?” Is that right?

Greg: Itis. And, it has nothing to do with the elec ons. And since no
one knows what will happen tomorrow, let’s focus on something the
poli cians (regardless of whomever wins) will likely have to deal with
once the elec on is over. And, that something is---the thrilling subject
of---FICO scores. Bob, you’re familiar with FICO scores, right?

Bob: Sure: It’s your credit score. A high FICO means you can get a loan
at a low rate---- and a low score means you either pay higher interest ---
or you can’t get a loan at all.

Greg: Excellent—and right. So, do you remember in the not-so-distant
past...only 10-15 years ago...when the following happened:

e Banks lowered lending standards, so people with poor credit
could qualify for loans?

e Then, the ra ng agencies turned a blind eye to this claptrap and
rated billions in ques onable loans as A+?

e And, the Federal Government approved and encouraged the
whole thing in the name of equality?

e And, then housing prices pped down, flipping houses no longer

worked, millions of people couldn’t pay their loans, the housing

bubble popped, stocks tanked, and the economy went into a
tailspin?



Do you remember all that?

Bob: How could | forget? It was a disaster. Some never recovered. We
said we’'d never let it happen again. But, I’'m guessing you’re about to
tell me we’re doing something similar to back then.

Greg: | think we are. Here’s what’s going on. The fact is millions of
Americans have no FICO score. They either have no credit history or
their credit score is so bad their FICO is zero.

So, the geniuses at FICO decided to change their methodology regarding
how they calculate credit scores. And, here’s what they did.

Even if you have a history of not paying your bills.... if you can somehow
manage to keep $400 in your bank account, and not overdraw for two
consecutive months, you now get a big boost to your credit score.

Thus, over seven million people who couldn’t previously qualify can now
get car loans, mortgages, credit cards, student loans. You name it. Oh,
and people who were deemed marginal borrowers before are now
boosted to higher levels has well.

Bob: But, like you just said, this is what contributed to the housing
bubble. So, why are they doing this? There must be a reason.

Greg: Here’s their explanation. FICO said they “found problems with
credit reporting and recommended changes to help consumers.” Uhhh,
OK. I guess | get that. We all want people to have a chance in life, but
the timing of this couldn’t be worse.

Here are some fun facts, that might argue for doing the exact opposite.

e Overall debts levels—not just here in the US, but globally-- are at
their highest levels---ever!

e 14% of the companiesin the S & P 500 don’t even generate
enough income to pay the interest on their debts. And 40% of
corporate debt is rated just one step above junk or lower.

e Consumer debt will hit $4 trillion (!) this year...yet another
record.

e And credit card, auto, and student loan debts are at all-time
highs.



Sometimes, | think | should have a pillow in my office, so when | read
stories like the FICO one, | can just scream into it without upsetting the
people in the offices next to me.

Anyway, there’s my rant. Happy Monday. If you haven’t done so already,
go vote. Oh, and invest with an eye toward, “Uh oh, the politicians are
going to have to solve a debt problem again.”

Bob: | want a pillow in the studio, but it would be so | could take a nap
during the news....but, never during the business report!! How do
people reach you?

Greg: Yeah, yeah. You’re probably started drinking Red Bull as soon as |
said FICO score. My number is 508-5550, 508-triple-5-zero. Or go to my
website at zanettifinancial.com.

By accepting this material, you acknowledge, understand and accept the
following:

This material has been prepared at your request by Zanetti Financial, LLC
This material is subject to change without notice. This document is for
information and illustrative purposes only. It is not, and should not, be
regarded as “investment advice” or as a “recommendation” regarding a
course of action, including without limitation as those terms are used in
any applicable law or regulation. This information is provided with the
understanding that with respect to the material provided herein (i)
Zanetti Financial, LLC is not acting in a fiduciary or advisory capacity
under any contract with you, or any applicable law or regulation, (ii) that
you will make your own independent decision with respect to any course
of action in connection herewith, as to whether such course of action is
appropriate or proper based on your own judgment and your specific
circumstances and objectives, (iii) that you are capable of understanding
and assessing the merits of a course of action and evaluating investment
risks independently, and (iv) to the extent you are acting with respect to
an ERISA plan, you are deemed to represent to Zanetti Financial, LLC that
you qualify and shall be treated as an independent fiduciary for purposes
of applicable regulation. Zanetti Financial, LLC does not purport to and
does not, in any fashion, provide tax, accounting, actuarial,


http://zanettifinancial.com/

recordkeeping, legal, broker/dealer or any related services. You should
consult your advisors with respect to these areas and the material
presented herein. You may not rely on the material contained herein.
Zanetti Financial, LLC shall not have any liability for any damages of any
kind whatsoever relating to this material. No part of this document may
be reproduced in any manner, in whole or in part, without the written
permission of Zanetti Financial, LLC except for your internal use. This
material is being provided to you at no cost and any fees paid by you to
Zanetti Financial, LLC are solely for the provision of investment
management services pursuant to a written agreement. All of the
foregoing statements apply regardless of (i) whether you now currently
or may in the future become a client of Zanetti Financial, LLC and (ii) the
terms contained in any applicable investment management agreement
or similar contract between you and Zanetti Financial, LLC.



