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 Average college students has 3 credit cards

 Also between $1500 & $2000 in debt

 Things to know if you’re getting a credit 
card

 Who accepts it?

 What amount can you charge to meet your 
needs?

 Can you use it to get cash?

▪ This should never be done unless it’s an extreme 
emergency
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 Must fill out an application

 Name

 Address

 Employment

 Income

 Savings

 Other credit
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 Creditors want to make sure you are worth the 

risk

 There are five primary considerations that 

affect a lender's decision to approve or decline 

your loan application

 The Five C’s 
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 Capacity –

 your ability to repay the loan

 Check to see if you have a job

 How long you’ve worked there

 How much you’re paid

 Character –

 Want to know if you’ve paid your bills in the past
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 Credit History –

 How well you’ve paid your bills in the past

 Credit Bureau

▪ Agency that collects information about your credit history

▪ Equifax, Experian, TransUnion

▪ Can get 1 free report from each bureau per year
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 Credit Score 

 a numerical rating that represents a person’s 

level of creditworthiness

 Range is 300 – 850

▪ The higher the score 

the better

 Average score is 692

 Anything above 700 

is good



 Capital –

 How much assets do you have?

▪ Cash, savings, investments, etc.

 What you’re worth

▪ Creditors want to know if you can pay them back

 Collateral –

 Used as security for a loan

 If you fail to pay the loan, creditor will take your 

property
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The maximum amount you can spend or 

charge on a credit account.

You will not be able to charge more than the 

limit

If you pay your bills on time, the creditor will 

often increase your credit limit
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Signs the loan with you

Agrees to make the payments if you don’t

Usually a parent
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 You are under the age of 18 

 Individuals under 18 years of age who are granted 
credit can't legally be held responsible for unpaid debt. 

 You have no credit history

 If you're a first-time borrower, you probably don't have 
much credit history. 

 You have a poor credit history

 Loan applicants who have failed to make payments as 
promised in the past aren't reliable. 
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 Installment Loans
 Down Payment

▪ Portion of the total cost that you pay up front

 Principal
▪ Amount of money you still owe after down payment

▪ Amount of interest you pay is based off this amount

 Example
▪ Car costs $10,000

▪ Down payment is $5,000

▪ Principal equals $5,000

 Cash Loans
 Get from bank and you can purchase items anywhere 

 Paid back just like an installment loan
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 Secured Loan

 A loan that is backed by collateral

▪ Car loans

▪ Mortgages

 Unsecured Loan

 A loan that is not backed by collateral

▪ Student loan

▪ Only backed by your “promise” to pay it back.
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 Annual Percentage Rate (APR)

 Percent rate determines the cost of your credit 

on a yearly basis.

▪ An APR of 18% means your interest charge is 1.5% 

per month on any unpaid balance

 APR’s can vary on a credit card

▪ Introductory rates

▪ Penalty rates

▪ Separate APR for cash advances
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 Finance Charge

 Total amount it costs you to finance the loan

 It’s stated in dollars and cents, including interest 

and other fees

 Would be the total dollar value of the loan

▪ You take out a $10,000 loan to buy a car – when you sign 

for the loan it will tell you the total cost of it 

▪ Example - $14,000

11/9/2017 15



 Variable Interest Rate

 Rate changes as interest rates in the banking 
system change 

 Good for short term loans

 Prime Rate

▪ Is a standard interest rate used by banks

▪ Currently it’s 3.25%

 Fixed Interest Rate

 Interest rate remains the same for the entire loan

11/9/2017 16



 Some Credit Cards may have fees:

 Annual fee

 Cash advance fee

 Balance transfer fee

 Late payment fee

 Over-the-credit-limit fee

 Credit limit increase fee

 Other fees
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 Grace Period

 Amount of time to pay off debt without having to 

pay interest

 Credit card does NOT cost you any money if you 

pay your bill in full every month

 Credit Statement Examples
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file://PEHS-DATA/VOL1/USER/BNEUBAU1/Plainfield East High School Documents/Orientation to Business/Orientation to Business (Neubauer)/Chapter 25/Earthmover Credit Card Statement Examples.pdf


 People with good credit ratings will get lower 

interest rates

 Why?

 Know how much you can afford

 Should not use more than 20% of your income 

for credit payments
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 Minimum Payment

 You should ALWAYS pay more than the 

minimum payment

 It would take over 30 years to pay off a credit 

card debt of $2,500 at 18.9% if you only make 

the minimum payment.

 Federal Reserve Credit Card Rules

 Overextending Credit

 Reach limit on one card and start using another

 Getting too many credit cards 
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http://www.federalreserve.gov/consumerinfo/wyntk_creditcardrules.htm


 Credit Problems

 Bad credit rating

▪ Will make it more difficult for you to get more credit

 Garnishing wages

▪ Having part of your paycheck taken to make up for late 

payments

 Repossess

▪ Take back collateral to make up for missed payments

▪ Car

▪ House
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