Student Activities

Lesson Three

Credit Cards

Practical Money Skills
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name: date:

2| shopping for credit

Credit card costs and features can vary greatly. This exercise will give you a chance to shop for and
compare the costs and features of three credit cards.

directions
Using the attached form, research the costs and features of:

= Two major credit cards; and
®  One credit card from a department store.

When youre done, answer the following questions.

what did you find?

1. Which credit card has the highest annual percentage rate and how much is it?
2. What method is used to calculate the monthly finance charge for the first major credit card?

3. When does the finance charge begin to accrue on the credit card from the local
department store?

4. Do any of the cards have annual fees? If so, which one(s) and how much is the fee?

5. Is there a transaction fee on any card? If so, how much is it?

6. Is there a minimum finance charge on either of the major credit cards? If so, how much is it?
7. Does the first major credit card charge a fee for late payments? If so, how much is it?

8. What is the grace period on the credit card from the local department store?

9. Rachel wants to buy a new CD player that costs $450. According to his budget, she can afford
payments up to $62.00 per month. Which of the three credit cards you've found would you
recommend that Rachel use to purchase the CD player?

Why?
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shopping for credit (continued)

use the following form to compare two or more credit cards:

card one card two

Type of account:

Credit card
Charge card

Company name,
address, phone

Website

Locations where
card is accepted

Annual fee (if any)

Interest rate

Calculation method

Credit limit

Minimum payment

Other fees:
Late payment

Other features
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name: date:

2] how much does it really cost?

directions
Answer the following questions:

José wants to buy a stereo for $650 and pay for it using a credit card that has an annual percentage rate
of 19.85%.

If José pays the minimum monthly payment of $21.45:
1. How long will it take him to pay for the stereo?

2. What is the total amount José will pay for the stereo?

3. What is José’s total cost of using credit?

If José makes monthly payments of $60:

4. How many months will it take for José to pay off the stereo?

5. What is the total amount José will pay for the stereo?

6. What is José’s total cost of using credit?

Patty took a cash advance of $1,500. Her new credit card charges an interest rate of 21%. The transaction

fee for cash advances is 3% of the cash advance, with a maximum fee of $35. This fee is added to the total
cash advance, and accrues interest.

If Patty makes monthly payments of $65:

7. How long will it take Patty to pay for the cash advance?

8. What is the total amount Patty will end up paying for the cash advance?
9. What is the total finance charge Patty will pay?

If Patty pays the cash advance back at a rate of $130 per month:

10. How long will it take Patty to pay for the cash advance?

11. What is the total amount Patty will end up paying for the cash advance?

12. What is the total finance charge Patty will pay?
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how much does it really cost? (continued)

Marie just used her new credit card to buy a bike for $400. Her budget allows her to pay no more than
$25 each month on her credit card. Marie has decided not to use the credit card again until the bike is
paid off. The credit card she used has an interest rate of 21%.

If Marie pays $25 each month on her credit card:

13. How long will it take Marie to pay for the bike?

14. What is the total amount Marie will end up paying for the bike?

15. How much interest will Marie pay for using her credit card to buy the bike?
If Marie pays the minimum payment of $14 each month:

16. How long will it take Marie to pay for the bike?

17. What is the total amount Marie will end up paying for the bike?

18. How much interest will Marie pay for using her credit card to buy the bike?

Gary has just used his credit card to buy a new watch. He got the watch on sale for $235. The regular price
was $290. He used a credit card that has an interest rate of 20%.

If Gary makes the minimum monthly payment each month of $10:

19. How much will Gary end up paying for his new watch?

20. How long will it take Gary to pay for his watch?

21. What is the total amount of interest Gary will end up paying?

If Gary pays $25 each month, instead of the minimum monthly payment of $10 each month:
22. How much will Gary end up paying for his new watch?

23. How long will it take Gary to pay for his watch?

24. What is the total amount of interest Gary will end up paying?
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name: date:

2] how deep can they go?

directions
Read each of the following scenarios and determine if the purchase can be made and how the
decision will affect the credit load.

Write your answers in the blanks provided. Use the space below each problem to show how you
arrived at your answer. (Use the other side of this paper if you need more room.)

1. Nancy and Thomas have a combined monthly net income of $1,200.
What is the most they can afford to pay for instalment and credit card debt?

2. Jessie has a monthly net income of $800. His fixed monthly expenses consist of $150 for rent.

He currently pays $80 each month for a credit card bill, and now he wants to buy a car.

What does Jessie have left in his budget for a car payment to stay within his safe debt load?

3. Carla has a monthly net income of $450. She wants to buy a new bike and pay for it using a
credit card. What is the largest monthly payment she can commit to making?

4. George has a monthly net income of $640. His fixed monthly expense consists of a rent
payment of $120. (A) Right now, how much can he afford to borrow to stay within his safe
debt load?

He also has a car payment of $125 per month. Jorge wants to buy new tyres for his car. The

tyres will cost him $40 each month on his credit card.

(B) With his car payment and the new tyres, will he still be within his safe debt load?
(C) What percentage of his net income, after rent, will he now have committed to debt

payments?
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lesson three quiz: credit cards

true-false

1. A proprietary credit card is usually accepted by one type of store or company.

2.

balance o

— The aver'cige daily balance method of calculating interest is based on the opening
the account for the previous month.

The annual fee for a credit card is set by the government.

4. If your credit card is lost or stolen, you should report it to your bank immediately.

multiple choice

6. — A credit card issued through
a credit union would be an
example of a card.
A. bank
B. travel and entertainment
C. store
D. proprietary

7. — The grace period refers to
the time:

A. taken to process a credit
card application

B. for paying an account without
an interest charge

C. allowed to notify a creditor of
a billing error

D. used for calculating interest

case application

8.

— Comparing the APR among several

credit cards allows you to obtain the:
A. lowest grace period

B. lowest annual fee

C. lowest interest rate

D. least expensive method of
calculating interest

It a billing error occurs on a credit
statement, a consumer has days
to notify the creditor.

A. 30
B. 60
C. 90
D. 120

Jack uses his credit card for almost all purchases. He charges petrol purchases, clothing, food, and
other living expenses. What is your opinion of this money management habit?
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