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Building Credit in Canada: The

Newcomer's Playbook

From zero Canadian credit history to a strong score. A precise, step-by-step

roadmap for newcomers and anyone rebuilding from scratch.

Sukrah Mebude | Phummie Mebson Financial Services Inc.
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Introduction

Credit in Canada is invisible until you need it urgently. Then it determines whether you can rent the
apartment, finance the car, get approved for the mortgage, or sometimes even secure certain jobs.
Newcomers face a specific challenge: regardless of their financial history in their home country,
they arrive in Canada with no Canadian credit file — lenders here have no record of their
borrowing behaviour. Insufficient credit history can feel just as limiting as a poor credit score to
Canadian lenders.

This guide gives you the precise information and sequence of actions needed to build a solid
Canadian credit profile as efficiently as possible. Most people who follow this system consistently
have a good score — above 660 — within 12 to 18 months of starting.

300 to 900

is the credit score range used by both Equifax and TransUnion in Canada. Generally speaking, scores
above 660 are considered good, above 725 very good, and above 760 excellent — though lenders set
their own thresholds and these ranges may vary. Starting from no file, consistent habits move you into
the good range faster than most newcomers expect.

How Canadian Credit Scores Work

Equifax and TransUnion are the two credit bureaus operating in Canada. Lenders report your
account activity to one or both. Your score is calculated from five weighted factors.
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Factor What It How to Optimize It

Measures
Payment ~35% Do you pay on Never miss a payment. Set up auto-pay for at least
History time every the minimum.

month?
Credit ~30% What % of your Keep balances below 30% of your limit on every card.
Utilization available credit

are you using?

Length of ~15% How long have Keep old accounts open even if you do not use them.
History your accounts
been open?
Credit Mix ~10% Do you have Over time, having a card and a loan helps the score.
different types of
credit?
New ~10% How recently Apply for new credit sparingly. Every application
Inquiries have you applied triggers a hard pull.
for credit?

Payment History: The Non-Negotiable Factor

A single missed payment can significantly reduce your score depending on your overall profile,
and remains on your report for up to six years. This is why setting up automatic payments is not
optional — it is the foundation of credit building. Set automatic payments for the full balance if
possible. If cash flow is tight, set it for the minimum payment as a floor so you never accidentally
miss a due date.

Credit Utilization: The Most Actionable Factor

If your card has a $1,000 limit and you carry a $800 balance, your utilization on that card is 80% —
far too high. Even if you pay it off every month, the balance is usually reported on your statement
date, not your payment date. This means a card you pay in full can still show high utilization if your
balance is high on the day the lender reports it.
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Credit 30% Utilization 10% (Ideal) What to Avoid

Limit Target Target

$500 $150 max $50 max Over $350
balance balance

$1,000 $300 max $100 max Over $700
balance balance

$2,500 $750 max $250 max Over $1,750
balance balance

$5,000 $1,500 max $500 max Over $3,500
balance balance

Your First Credit Products: The Right Sequence

Do not try to get everything at once. This sequence is designed to build your profile efficiently
without triggering too many hard inquiries in a short period.

Phase 1 (Months 1-3): Secured Credit Card

Deposit $200 to $500 with your bank. Receive a card with that amount as your limit. Use it for one
or two predictable monthly expenses only — your phone bill, a subscription, transit pass. Never
use more than 30% of the limit. Pay the full balance before the due date every month. Set up
automatic payments immediately. This single tool, used consistently, builds the foundation of your
entire credit profile.

Phase 2 (Months 4-12): Newcomer Unsecured Card

After four to six months of consistent secured card use, apply for a newcomer unsecured credit
card. Several major banks offer these without requiring Canadian credit history. Use the
unsecured card the same way as the secured card. Now you have two credit accounts — which
increases your credit mix and available limit, both positive signals.
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Newcomer Card

Key Feature

Program
Scotiabank Scene+ Visa
(StartRight)
RBC RBC Newcomer
Program
TD TD First Class
(Newcomer)
BMO BMO NewsStart
Mastercard
CIBC CIBC Dividend Visa
(Newcomer)

No Canadian history needed; rewards program

Path to unsecured card within 12 months

Travel rewards, available to new arrivals

No fee first year for newcomers

Cash back on groceries and gas

Phase 3 (Year 1+): Credit Limit Increase

After 12 months of responsible use, request a credit limit increase on your secured or unsecured

card. Banks will often approve increases automatically after a year of good history. A higher limit

on the same spending reduces your utilization ratio. Do not increase spending to match the new

limit.

Phase 4 (Year 2+): Small Installment Loan

Adding a different type of credit — such as a small personal loan or a credit-builder loan offered by

some credit unions — improves your credit mix. Some credit unions offer "credit builder loans"

specifically for people with thin credit files. The loan amount is held in a savings account while you

make payments; at the end, the savings are released to you.

SUKRAH'S TAKE
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Phase 3 is the one most people skip. They get a credit card, use it well, and never ask for a
limit increase. But the limit increase — without increasing spending — is one of the most
effective free actions you can take to push your utilization down and your score up. After 12
months of clean payment history, call your bank and ask. Most clients | have worked with get

approved on the first request.

Habits That Build a Strong Score

Pay on time, every
time

Keep utilization
below 30%

Never close your
oldest account

Limit new
applications to 1-2
per year

Check both credit
reports annually

Use credit
regularly, even

lightly

Single most powerful
score factor

Second most powerful
factor

Preserves credit history
length

Hard inquiries lower the
score temporarily

Catch errors and fraud
early

Dormant accounts may
stop being reported

Every billing cycle, no exceptions

Monitor monthly

Ongoing — keep it active with a small charge

yearly

Plan applications strategically

Once per year minimum (free)

At least one purchase per month per card

How to Read and Dispute Your Credit Report
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You are entitled to a free credit report from both Equifax and TransUnion once per year. Request

them online at equifax.ca and transunion.ca. Review four sections carefully:
* Personal Information: Confirm your name, address, date of birth, and SIN (partially masked)
are accurate. Errors here can cause your accounts to be misattributed

» Account History: Review every account listed — type, date opened, credit limit, current
balance, and payment history. Flag any account you do not recognize

* Inquiries: Hard inquiries (from lenders when you apply) and soft inquiries (from you or
promotional checks) are listed separately. A hard inquiry you did not authorize is a red flag

* Public Records: Bankruptcies, consumer proposals, judgments, and collections appear here.
Confirm timelines and balances are accurate

How to Dispute an Error

If you find inaccurate information, follow these steps:

» Gather evidence — bank statements, letters, payment receipts that support your dispute

» Submit a dispute online through the bureau's website (equifax.ca/dispute or
transunion.ca/dispute)

» The bureau is required to investigate within 30 days and correct verified errors

* If a dispute is rejected and you believe the information is still wrong, you can add a consumer
statement (up to 100 words) explaining the situation — visible to all future lenders

« If the error is the result of fraud or identity theft, file a police report and request a security alert
be placed on your file

Rebuilding Credit After a Setback

Missed payments, collections, a consumer proposal, or bankruptcy do not permanently close the
door on good credit. The timeline to recovery depends on the severity of the event:
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Credit Report
Impact

Score Recovery Timeline

Missed payment
(30 days late)

Collection account

Consumer proposal

First-time

bankruptcy

Second bankruptcy

6 years from date of
default

6 years from date of
first delinquency

3 years after
completion

6 years after
discharge

14 years after
discharge

12-24 months of good habits

2-3 years of consistent positive activity

Good score possible within 2-3 years of completion

Score recovery begins immediately after discharge

Longer recovery; requires strategic rebuilding plan

After any of these events, the path back is the same: secured credit card, consistent on-time

payments, low utilization, and time. There are no shortcuts, but the process is straightforward and

predictable.

QUICK WIN

This week: Request your free credit report from Equifax Canada at equifax.ca. Read through every
account listed. If anything looks unfamiliar or inaccurate, flag it and begin the dispute process. Then
contact your bank about a secured credit card if you do not already have one.
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Your Credit-Building Action Plan

Step 1
Apply for a secured credit card at your bank as soon as your SIN is confirmed.

Step 2
Set up automatic payment for the full balance on every credit card — never pay only the minimum
if you can avoid it.

Step 3
Keep your credit card balance below 30% of your limit at all times, even if you pay it off monthly.

Step 4
Ask your bank about a newcomer unsecured credit card after four to six months of secured card
history.

Step 5
Never close your oldest credit account — keep it active with at least one purchase per year.

Step 6
Request your free credit report from both Equifax and TransUnion and review every account for
accuracy.

Step 7
File a dispute immediately if you find any error or unrecognized account on your report.

Step 8
After 12 months of clean payment history, request a credit limit increase on your existing card.

Step 9
Limit new credit applications to one or two per year — each hard inquiry temporarily lowers your
score.

Step 10
Monitor your credit score monthly through your bank's free monitoring tool or a service like
Borrowell (free in Canada).
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About Your Guide

Sukrah Mebude is a finance educator with Phummie Mebson Financial Services Inc. With a focus
on plain-language education and practical guidance, Sukrah works with clients across North
America to help them understand their options, build lasting financial habits, and take confident
steps toward their goals.

This guide is part of a free educational series covering the topics Canadians and newcomers ask

about most. All sessions are completely free. No charge, no hidden fees, no obligation.

Phone (289) 244-3466

Website phummiemebsonFSinc.ca

Company Phummie Mebson Financial Services Inc.

Book a Session Visit phummiemebsonFSinc.ca to get started (always free)

The information in this guide is for educational purposes only and does not constitute regulated financial advice. Always
consider your personal circumstances and consult qualified professionals for your specific situation.
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