What is Credit?

YES series on Credit from Equifax

Objectives:  

- to introduce Alvin and Alyssa’s role in the program

- to develop an understanding of the meaning of credit

- to recognize the key components required to obtain credit

- to learn why credit is necessary in today’s world

materials/equipment

- transparencies

- lesson summary - one for each student, collect for reuse

-overhead

Handouts/worksheets

- pre quiz to check on what they already know

- notesheet

- wordfinder exercise

- deciphering fine print exercise

- quiz on what is credit

Time required: one class period - quiz next day

Special Instructions: 

1) have students do pre quiz 

2) when finished with prequiz have them quietly read pp. 2 - 4 in lesson summary

3) go over quiz

4) go over notesheet

5) do worksheets

What is Credit?

I.  What is credit?

Credit


Promise to pay later for goods and services purchased today. Credit card usage exploded in 1960s

Examples: cars, homes, furniture, student loans, vacations, etc

II.  Advantages of buying on credit

A. Immediate possession - can enjoy goods and services immediately

B.  Flexibility - can take advantage of sales even when funds are low

C.  Safety - not having to carry cash, usually have protection for purchases in case there is                      a problem

D.  Emergency funds - available in case of emergency such as car repairs

III.  Disadvantages of buying on credit

A.  Overspending - too easy to spend money and have a huge bill before you know it

B.  Higher costs - businesses offering credit usually charge more for products and most                                credit users have to pay interest or finance charges

C.  Impulse buying - often ignore sales because they can just buy it whenever they want to

IV.  The Cost of Credit

A. Spelled out in “terms and conditions” of a contract or agreement, referred to as the      “fine print”

B.  Truth in Lending Act
Creditors are required to give applicants the annual percentage rate (APR) and finance charges of a loan or credit card.  These disclosures provide the total cost of credit

C.  APR (annual percentage rate)
measure of the cost of credit, on a yearly basis.  Rates can vary.  

D.  Annual fees


yearly charges for using or just having the card, vary from card to card

E.  Late Payment fees


penalty for not making your payments on time

F.  Over the limit fees


amount charged for exceeding you established credit limit

G.  Grace Period


an interest free period of time between the date you purchase something and when bill comes due

F.  Minimum monthly payment
very least you can pay each month

Example of how interest adds up

Purchase was $2000

APR is 19.8%

Annual Fee is $40

Minimum payment is 2% of balance which is $40

It will take 31 years and 2 months to pay off that purchase and it will cost $8202

V.  Statistics

74% of all US households have at least one general purpose credit card

29% pay off bill in full each month

71% carry over balance month to month

Average American has 6-8 credit cards

1996 - $450 Billion in outstanding credit card debt

Top Cards
Visa - 256.7 million total cards

MasterCard - 176.6 million total cards

Discover - 48 million total cards

American Express (green one) - 27.1 million total cards

VI.  Before you decide to use credit ask yourself these questions

1.  Do I really need this item?

2.  What interest rate am I paying? Are there additional fees?

3.  How much is monthly payment? Can I afford that?

4.  What happens if I don’t make payments on time?

5. How much more am I paying by using credit?  Is it worth it?

What is Credit?

I.  What is credit?

Credit



____________________________________________

Examples: _____________________________________________

II.  Advantages of buying on credit

A. _____________________ - can enjoy goods and services immediately

B.___________________ - can take advantage of sales even when funds are low

C. __________ - not having to carry cash, usually have protection for purchases in case                                       there is a problem

D.________________ - available in case of emergency such as car repairs

III.  Disadvantages of buying on credit

A. _____________ - too easy to spend money and have a huge bill before you know it

B.____________ - businesses offering credit usually charge more for products and most                                credit users have to pay interest or finance charges

C. _____________ - often ignore sales because they can just buy it whenever they want to

IV.  The Cost of Credit

A. Spelled out in “terms and conditions” of a contract or agreement, referred to as the      “fine print”

B. ___________________     
Creditors are required to give applicants the annual percentage rate (APR) and finance charges of a loan or credit card.  These disclosures provide the total cost of credit

C. _____________________ 
measure of the cost of credit, on a yearly basis.  Rates can vary.  

D. ___________


yearly charges for using or just having the card, vary from card to card

E. ________________

penalty for not making your payments on time

F.___________________

amount charged for exceeding you established credit limit

G. ____________

          an interest free period of time between the date you              purchase something and when bill comes due

F. ________________            
very least you can pay each month

Example of how interest adds up

Purchase was $2000

APR is 19.8%

Annual Fee is $40

Minimum payment is 2% of balance which is $40

It will take ____________ to pay off that purchase and it will cost ___________

V.  Statistics

_____ of all US households have at least one general purpose credit card

_____pay off bill in full each month

_____ carry over balance month to month

Average American has______ credit cards

1996 -_________ in outstanding credit card debt

Top Cards
__________ - 256.7 million total cards

__________- 176.6 million total cards

__________- 48 million total cards

__________ - 27.1 million total cards

VI.  Before you decide to use credit ask yourself these questions

1. ________________________

2. _______________________________________

3.  How much is monthly payment? Can I afford that?

4. ________________________________________

5. How much more am I paying by using credit?  Is it worth it?

What is Credit?

I.  What is credit?

Credit
- Promise to pay later for goods and services purchased today. Credit card usage exploded in 1960s

Examples: cars, homes, furniture, student                loans, vacations, etc

II.  Advantages of buying on credit

A. Immediate possession 

B.  Flexibility

C.  Safety

D.  Emergency funds

III.  Disadvantages of buying on credit

A.  Overspending

B.  Higher costs

C.  Impulse buying

IV.  The Cost of Credit

A. Spelled out in “terms and conditions” of a contract or agreement, referred to as the “fine print”

B.  Truth in Lending Act -Creditors are required to give applicants the annual percentage rate (APR) and finance charges of a loan or credit card.  These disclosures provide the total cost of credit

C.  APR (annual percentage rate) -measure of the cost of credit, on a yearly basis.  Rates can vary.  

D.  Annual fees - yearly charges for using or just having the card, vary from card to card

E.  Late Payment fees- penalty for not making your payments on time

F.  Over the limit fees- amount charged for exceeding your established credit limit

G.  Grace Period- an interest free period of time between the date you purchase something and when bill comes due

F.  Minimum monthly payment - very least you can pay each month

Example of how interest adds up

Purchase was $2000

APR is 19.8%

Annual Fee is $40

Minimum payment is 2% of balance which is $40

It will take 31 years and 2 months to pay off that purchase and it will cost $8202

V.  Statistics

74% of all US households have at least one general purpose credit card

29% pay off bill in full each month

71% carry over balance month to month

Average American has 6-8 credit cards

1996 - $450 Billion in outstanding credit card debt

Top Cards
Visa - 256.7 million total cards

MasterCard - 176.6 million total cards

Discover - 48 million total cards

American Express (green one) - 27.1                         million total cards

VI.  Before you decide to use credit ask yourself these questions

1.  Do I really need this item?

2.  What interest rate am I paying? Are             there additional fees?

3.  How much is monthly payment? Can              I afford that?

4.  What happens if I don’t make                             payments on time?

5. How much more am I paying by using                 credit?  Is it worth it?

Applying for Credit and Different Types of Credit

YES Credit Series from Equifax

Objectives: 

1.  Learn 3 C’s of credit

2.  Discover how to establish credit

3.  To understand why students are attractive targets for credit card solicitations

4. To understand different types of cards available today

5.  To realize that hte longer you take to pay, the more you’ll pay

Materials/equipment

Overhead

Transparencies

Handouts

Lesson Summary - one for each student - collect for reuse

Handouts/worksheets

notesheet

Figuring cost of credit worksheet

Buy something new or fix old blue worksheet

Quiz

Time Required: one class period with quiz next day

Special instructions:

1.  Take quiz for Module one - What is credit?

2. Have students read lesson summary pp. 5-9 after done with quiz

3.  Can have students grade quizzes or just collect them for grading later

4.  Notesheet

5.  Worksheets

6.  Give quiz on this unit next day

Applying for Credit and Different Types of Credit

I.  Most common reasons for Borrowing money

A.  Motor vehicle purchase

B.  Home purchase

C.  Other asset purchase

D. Personal expense

E.  Debt Consolidation

II.  The 3 C’s of Credit

A.  Capacity - Your ability to pay back a loan

B. Collateral/Capital - Your assets are used as a guide to determine your ability to repay                                     debt

C.  Character - your reputation as a reliable and trustworthy person

III.  Ways to establish credit

It helps to:

* have a relationship with bank or credit union - have checking or savings account

* have steady employment - creditors want to know you have an source of income

* have a co-signer - this person guarantees debt and legally responsible if borrower                                 defaults on loan

IV.  Attractive credit card targets

Teens

* credit card companies want to build brand name loyalty

* average U.S. teen spends $6000 a year

* average U.S. teen spends $25 per week

V.  Different types of credit

A.  Charge Card - pay full amount off each month

Examples: Gasoline cards

      American Express

                                        Diner’s Club

B.  Debit Card - takes money directly out of your checking account

C.  Secured Card - cardholder opens a special savings account as collateral for credit            limit offered, can’t withdraw money as long as account is being used as collateral

D.  Credit Card - pay full or part of balance each month, there is a finance charge is you                                do not pay off balance

E.  Smart Card - pay face value for card, then use card for purchase until you have used                               up the entire amount and you throw card away

VI.  3 Basic Types of Credit

A. Short Term Credit - sometimes referred to as a 30 day account, you pay not interest on                         this account.  You get a bill and pay full amount by due date

B.  Installment Credit - also known as closed-end credit, these require you to pay a part                             every month until you have paid the loan in full

C.  Revolving Credit - allows you to pay all or part of the outstanding balance you owe,                          each month you are billed a minimum amount plus any interest you may                         owe.  Examples are Visa, MasterCard, Sears, Discover

New Car Loan

Choice of Repayment Terms is Yours
Repayment Period:

36 Months

60 Months

72 Months
Total Amounts to Be repaid: $20,304

 $22,156.80

$23,040

Amount Financed:

  $18,000

 $18,000

$18,000

Finance Charge:

  $2,304

 $4,156.80

$5,040

Monthly Payment:

  $564


 $369.28

$320

Annual Percentage Rate:
   8%


  8.5%


 8.5%

______________________________________________________________________________

The Power of Interest
Loan Amount: $100,000
Interest Rate: 8%

30 Year Loan




15 Year Loan
Monthly Payment: $733.77



Monthly Payment: $955.95

Interest: $164,149.32




Interest: $72,070.57

Total Repayment: $264,149.32


Total Repayment: $172,070.57

The monthly payment does not include insurance and taxes.

Applying for Credit and Different Types of Credit

I.  Most common reasons for Borrowing money

A. ________________________

B. ________________________

C. ________________________

D.________________________

E.________________________

II.  The 3 C’s of Credit

A. __________- Your ability to pay back a loan

B. ______________ - Your assets are used as a guide to determine your ability to repay                                     debt

C. ___________ - your reputation as a reliable and trustworthy person

III.  Ways to establish credit

It helps to:

* ____________________________________ - have checking or savings account

* ____________________ - creditors want to know you have an source of income

* _____________ - this person guarantees debt and legally responsible if borrower                                 defaults on loan

IV.  Attractive credit card targets

Teens

* ______________________________________

* ______________________________________

* ______________________________________

V.  Different types of credit

A. _______________ - pay full amount off each month

Examples: Gasoline cards

      American Express

                                        Diner’s Club

B._______________ - takes money directly out of your checking account

C. _______________ - cardholder opens a special savings account as collateral for credit            limit offered, can’t withdraw money as long as account is being used as collateral

D. ____________ - pay full or part of balance each month, there is a finance charge is you                                do not pay off balance

E. ____________ - pay face value for card, then use card for purchase until you have used                               up the entire amount and you throw card away

VI.  3 Basic Types of Credit

A. __________________ - sometimes referred to as a 30 day account, you pay not interest on  this account.  You get a bill and pay full amount by due date

B.___________________ - also known as closed-end credit, these require you to pay a part every month until you have paid the loan in full

C.___________________ - allows you to pay all or part of the outstanding balance you          owe, each month you are billed a minimum amount plus any interest you may                         owe.  Examples are Visa, MasterCard, Sears, Discover

Applying for Credit and Different Types of Credit

I.  Most common reasons for Borrowing money

A.  Motor vehicle purchase

B.  Home purchase

C.  Other asset purchase

D. Personal expense

E.  Debt Consolidation

II.  The 3 C’s of Credit

A.  Capacity

B. Collateral/Capital

C.  Character

III.  Ways to establish credit

It helps to:

* have a relationship with bank or credit union - have chekcing or savings account

* have steady employment - creditors want to know you have an source of income

* have a co-signer - this person guarantees debt and legally responsible if borrower defaults on loan

IV.  Attractive credti card targets

Teens

* credit card companies want to build brand name loyalty

* average U.S. teen spends $6000 a year

* average U.S. teen spends $25 per week

V.  Different types of credit

A.  Charge Card

B.  Debit Card

C.  Secured Card

D.  Credit Card

E.  Smart Card

VI.  3 Basic Types of Credit

A. Short Term Credit

B.  Installment Credit

C.  Revolving Credit

Credit Reporting Agencies- What’s in my Credit File

YES Credit Program from Equifax

Objectives:  

1. To learn the role of Equifax and other Credit Reporting Agencies

2.  To introduce the credit file and its functions

Materials/Equipment:

Overhead

Transparencies

Handouts

Lesson Summary - one for each student - collect for reuse

Handouts/Worksheets:

Notesheet

Matching Credit Terms worksheet

Creditwits crossword puzzle

Quiz

Time Required: one class period and quiz next day

Special instructions:

1.  Have students take quiz

2.  Have students read lesson summary pp. 10-13

3.  Complete notesheet

4.  Do worksheets

5. Take quiz next day

Credit Reporting Agencies

What’s in my Credit File?

I.  Credit Report Impact

* influences every area of your life

* Credit Triangle - composed of consumer, credit grantor, and credit reporting agency

* Permissible reasons stated by The Fair Credit Reporting Act (FCRA) a credit agency needs to release your file:

* court order

* prospective employer with permission

* government agency considering application for business license

* consumer for their own file

* insurer when underwriting an insurance application

* business deciding whether to grant credit

II. 3 Main credit reporting companies

A. Equifax - Atlanta, GA

B.  Experian - Orange County, CA

C.  Trans Union - Chicago, IL

III.  Credit Report

* is your bill paying history

* credit agency does not grant or deny credit

* should have checked every six months

IV. What your credit file does not contain

1.  Checking and saving account information

2.  Medical information

3.  Driving record

4.  Criminal record

V.  5 parts of a credit file

A.  Personal Identification Information

* name

* addresses, current and previous

B.  Public Record Information

* tax liens

* judgements

* bankruptcy records

1.  Chapter 7 - also called straight, turn over assets and these are distributed to creditors, remains on record for 10 years

2.  Chapter 13 - set up a plan to repay debts over a period of time, remains on record for 7 years

C. Collection Agency account information

* accounts reported by collection agency commissioned by original creditor to collect debt

* includes things such as bounced checks, unpaid rent, unpaid utility bills, unpaid doctor and hospital bills

D.  Credit Account Information

*List of all credit grantors

* includes all information below:

Company name - creditor reporting information

Account number -  number assigned by creditor

Whose account - responsible parties

Date opened - when account was opened

Months reviewed - number of months has been reported

Date of last activity - date of last payment or change

High credit - highest balance every charged or credit limit

Terms - number of payments or monthly payments

Balance - amount owed as of report date

Past due - any amount past due

Status - Type of account

Timeliness of payment - keeping up with payments

Date Reported - last time updated

E.  Companies that requested your credit file

* record of who made inquires onto your account in last 24 months

VI. See copy of sample credit file 

Credit Reporting Agencies

What’s in my Credit File?

I.  Credit Report Impact

* influences every area of your life

* _______________ - composed of consumer, credit grantor, and credit reporting agency

* Permissible reasons stated by The Fair Credit Reporting Act (FCRA) a credit agency needs to release your file:

*____________________

* prospective employer with permission

* government agency considering application for business license

* ____________________

* insurer when underwriting an insurance application

* _______________________________

II. 3 Main credit reporting companies

A. _____________ - Atlanta, GA

B. ______________ - Orange County, CA

C.______________ - Chicago, IL

III.  Credit Report

* is your bill paying history

* _______________________________________

* should have checked every _____________

IV. What your credit file does not contain

1. _______________________________

2.________________________________

3.  Driving record

4. _______________________________

V.  5 parts of a credit file

A. ____________________________________

* name

* addresses, current and previous

B.____________________________________

* tax liens

* judgements

* bankruptcy records

1. __________ - also called straight, turn over assets and these are distributed to creditors, remains on record for 10 years

2.___________ - set up a plan to repay debts over a period of time, remains on record for 7 years

C. ________________________________

* accounts reported by collection agency commissioned by original creditor to collect debt

* includes things such as bounced checks, unpaid rent, unpaid utility bills, unpaid doctor and hospital bills

D. ________________________________

*List of all credit grantors

* includes all information below:

Company name - creditor reporting information

Account number -  number assigned by creditor

Whose account - responsible parties

Date opened - when account was opened

Months reviewed - number of months has been reported

Date of last activity - date of last payment or change

High credit - highest balance every charged or credit limit

Terms - number of payments or monthly payments

Balance - amount owed as of report date

Past due - any amount past due

Status - Type of account

Timeliness of payment - keeping up with payments

Date Reported - last time updated

E._________________________________

* record of who made inquires onto your account in last 24 months

VI. See copy of sample credit file 

Credit Reporting Agencies

What’s in my Credit File?

I.  Credit Report Impact

* influences every area of your life

* Credit Triangle - composed of consumer, credit grantor, and credit reporting agency

* Permissible reasons stated by The Fair Credit Reporting Act (FCRA) a credit agency needs to release your file:

* court order

* prospective employer with permission

* government agency considering application for business license

* consumer for their own file

* insurer when underwriting an insurance application

* business deciding whether to grant credit

II. 3 Main credit reporting companies

A. Equifax - Atlanta, GA

B.  Experian - Orange County, CA

C.  Trans Union - Chicago, IL

III.  Credit Report

* is your bill paying history

* credit agency does not grant or deny credit

* should have checked every six months

IV. What your credit file does not contain

1.  Checking and saving account information

2.  Medical information

3.  Driving record

4.  Criminal record

V.  5 parts of a credit file

A.  Personal Identification Information

* name

* addresses, current and previous

B.  Public Record Information

* tax liens

* judgements

* bankruptcy records

1.  Chapter 7 - also called straight, turn over assets and these are distributed to creditors, remains on record for 10 years

2.  Chapter 13 - set up a plan to repay debts over a period of time, remains on record for 7 years

C. Collection Agency account information

* accounts reported by collection agency commissioned by original creditor to collect debt

* includes things such as bounced checks, unpaid rent, unpaid utility bills, unpaid doctor and hospital bills

D.  Credit Account Information

*List of all credit grantors

* includes all information below:

Company name - creditor reporting information

Account number -  number assigned by creditor

Whose account - responsible parties

Date opened - when account was opened

Months reviewed - number of months has been reported

Date of last activity - date of last payment or change

High credit - highest balance every charged or credit limit

Terms - number of payments or monthly payments

Balance - amount owed as of report date

Past due - any amount past due

Status - Type of account

Timeliness of payment - keeping up with payments

Date Reported - last time updated

E.  Companies that requested your credit file

* record of who made inquires onto your account in last 24 months

Reestablishing “Good” Credit

YES Credit program from Equifax

Objectives:  

1. To learn the danger signals of financial trouble

2. To learn how you can et out of financial trouble

3. To recognize how to plan a financially sound future

Materials/Equipment

Overhead

Transparencies

Handouts

Lesson Summaries - one for each student - collect for reuse

Handouts/Worksheets

Notesheet

Credit Scrambel Worksheet

Credit Reporting Crossword Puzzle

Post Quiz

Time Required: one class period

Special Instructions:

1.  Give quiz for Credit agencies

2. Have students read lesson summary pp. 14-17

3.  Complete notesheet

4.  Worksheets

5. Take post quiz if have time

6.  Give test on unit next day

Reestablishing “Good” Credit

I.  Causes of Financial Problems

A.  Overspending - charging more than you can pay back

B.  Unemployment - voluntary or involuntary

C.  Underemployment - a person in this position is usually over qualified for the job

D.  Medical Expenses/Illness - paying expenses not covered by insurance

E. Divorce - financial problems begin when a two income household becomes a one income household, divorce does not release a person from the original contract or obligation

II.  Warning signs of credit trouble

1. Charging credit cards to limits and applying for new ones

2.  Using cash advances or credit cards to pay for essential items

3.  Using one card to pay for another

4.  Borrowing from family

5.  Afraid to open statements

6. No savings or frequently dipping into savings

III.  What if you ignore signs and don’t pay bills?

Credit grantors can:

1.  Turn your account over to a collection agency

2. Inform credit reporting agencies tat your delinquent

3.  Seize your assets

4. Garnishee your wages - force your employer, by court order, to send them a  portion of your paycheck

IV.  Money Problems What to Do?

1. Reduce your debt - pay more than the minimum on your credit card balance

2.  Increase your income - work a part-time job or overtime

3.  Talk to your creditors - don’t ignore them, tell them exactly what kind of trouble you are in and you intend to honor debt, set up payment plan

4.  Seek professional advice form Consumer Credit Counseling Service (CCCS) - nationwide non profit agency that helps people out of credit trouble

5.  Consider debt consolidation - but must be able to get rid of the problem of overspending or otherwise this is just a quick fix and you will be in debt again

6.  Bankruptcy - Should be very last option because leaves most negative marks on your credit report

V.  Balanced Budget

Budget - written plan for adjusting expenses to your income and is based on your net income. You must adjust your expenses to match what you have coming in

VI.  Parting words of wisdom

1. Limit credit use

2. Become a saver

3.  Distinguish between wants and needs

4.  Delay gratification

5.  Save for major expenses

6. Track expenses and develop a budget and stick with it

Reestablishing “Good” Credit

I.  Causes of Financial Problems

A. __________________ - charging more than you can pay back

B. __________________ - voluntary or involuntary

C. __________________ - a persons in this position is usually over qualified for the job

D. __________________ - paying expenses not covered by insurance

E.______________ - financial problems begin when a two income household becomes a one income household, divorce does not release a person from the original contract or obligation

II.  Warning signs of credit trouble

1. Charging credit cards to limits and applying for new ones

2.  Using cash advances or credit cards to pay for essential items

3. ___________________________

4. _____________________________

5. ____________________________

6. No savings or frequently dipping into savings

III.  What if you ignore signs and don’t pay bills?

Credit grantors can:

1. _____________________________

2. Inform credit reporting agencies tat your delinquent

3. _______________________________________

4. Garnishee your wages - force your employer, by court order, to send them a  portion of your paycheck

IV.  Money Problems What to Do?

1. ________________ - pay more than the minimum on your credit card balance

2.________________ - work a part-time job or overtime

3. _________________ - don’t ignore them, tell them exactly what kind of trouble you are in and you intend to honor debt, set up payment plan

4. ___________________________________________________ nationwide non profit agency that helps people out of credit trouble

5.__________________________________ - but must be able to get rid of the problem of overspending or otherwise this is just a quick fix and you will be in debt again

6. _______________________ - Should be very last option because leaves most negative marks on your credit report

V. Balanced Budget

_______________ - written plan for adjusting expenses to your income and is based on your net income. You must adjust your expenses to match what you have coming in

VI.  Parting words of wisdom

1._____________________

2.____________________________

3.  Distinguish between wants and needs

4. ____________________________

5.  Save for major expenses

6. Track expenses and develop a budget and stick with it

Reestablishing “Good” Credit

I.  Causes of Financial Problems

A.  Overspending

B.  Unemployment

C.  Underemployment

D.  Medical Expenses/Illness

E. Divorce

II.  Warning signs of credit trouble

1. Charging credit cards to limits and applying for new ones

2.  Using cash advances or credit cards to pay for essential items

3.  Using one card to pay for another

4.  Borrowing from family

5.  Afraid to open statements

6. No savings or frequently dipping into savings

III.  What if you ignore signs and don’t pay bills?

Credit grantors can:

1.  Turn your account over to a collection agency

2. Inform credit reporting agencies tat your delinquent

3.  Seize your assets

4. Garnishee your wages - force your employer, by court order, to send them a  portion of your paycheck

IV.  Money Problems What to Do?

1. Reduce your debt

2.  Increase your income

3.  Talk to your creditors

4.  Seek professional advice form Consumer Credit Counseling Service (CCCS)

5.  Consider debt consolidation

6.  Bankruptcy

V.  Balanced Budget

Budget - written plan for adjusting expenses to your income and is based on your net income. You must adjust your expenses to match what you have coming in

VI.  Parting words of wisdom

1. Limit credit use

2. Become a saver

3.  Distinguish between wants and needs

4.  Delay gratification

5.  Save for major expenses

6. Track expenses and develop a budget and stick with it

Vocabulary Bingo for Credit

1.Credit


Promise to pay later for goods and services purchased today.

2.Truth in Lending Act - Creditors are required to give applicants the annual percentage rate (APR) and finance charges of a loan or credit card.  These disclosures provide the total cost of credit

3.APR (annual percentage rate) - measure of the cost of credit, on a yearly basis.  Rates can vary.  

4.Annual fees- yearly charges for using or just having the card, vary from card to card

5. Late Payment fees- penalty for not making your payments on time

6.Over the limit fees- amount charged for exceeding you established credit limit

7.Grace Period - an interest free period of time between the date you purchase something and when bill comes due

8.Minimum monthly payment- very least you can pay each month

9.Capacity - Your ability to pay back a loan

10.Collateral/Capital - Your assets are used as a guide to determine your ability to repay                                     debt

11.Character - your reputation as a reliable and trustworthy person

12.co-signer - this person guarantees debt and legally responsible if borrower                                 defaults on loan

13.Charge Card - pay full amount off each month

 14.Debit Card - takes money directly out of your checking account

 15.Secured Card - cardholder opens a special savings account as collateral for credit  limit offered, can’t withdraw money as long as account is being used as collateral

16. Credit Card - pay full or part of balance each month, there is a finance charge is you                                do not pay off balance

17.Smart Card - pay face value for card, then use card for purchase until you have used                               up the entire amount and you throw card away

18.Short Term Credit - sometimes referred to as a 30 day account, you pay not interest on                         this account.  You get a bill and pay full amount by due date

19.Installment Credit - also known as closed-end credit, these require you to pay a part                             every month until you have paid the loan in full

20. Revolving Credit - allows you to pay all or part of the outstanding balance you owe,                          each month you are billed a minimum amount plus any interest you may owe.  

21.Chapter 7 bankruptcy- also called straight, turn over assets and these are distributed to creditors, remains on record for 10 years

22.Chapter 13 bankruptcy - set up a plan to repay debts over a period of time, remains on record for 7 years

23.Budget - written plan for adjusting expenses to your income and is based on your net income. You must adjust your expenses to match what you have coming in

24.  One party personal check 
check made payable to a specific individual or business to whom it is being presented in payment

25.Two party personal check
a personal check which is presented to an individual other than the payee and which must be endorsed (signed on the back by the payee named)

26.  Business check


a check authorizing a bank to withdraw funds from an account belonging to a business.  Some banks specify that two signatures are necessary to cash the check

27. Treasury check 


a United States Government check

28.  Money order


a form of payment which may be bought, usually from bank or post office.  It has a dollar limit printed on it and the amount to be given in cash must not exceed this limit

29. Traveler’s check


special check often used for the convenience of people traveling.  Requires two signatures, one when check is purchased and one when it is cashed and signatures must agree

30. Blank endorsements

payee’s signature on back of check

31.  Restrictive endorsement - which prevents further endorsement of the check

32.  Special endorsement

consists of the payee’s signature and a statement which designates the next individual or firm allowed to cash the check

33. Conditional endorsement

consists of payee’s signature and a statement which specifies a condition to be met before the check will be paid

34. Buying change - exchanging one denomination of money for another denomination of equal value

35.  Change fund - money place in cash drawer at the beginning of a work day to help cashiers make change easily

