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Module 3: Credit Cards

Activity 1: Credit card terms and minimum payments

(©ChannelOne, LLC)

[ SGQa & 2 Liplé of rBundslbfitheé online gastill want That CardErom Channel
One News, New York, New York. The game offers us 3 types of unsecured credit cards to
choose from: Platinum, Gold and Plo&our job is to see how the cards work and which one
works best for you. The cards all have $2000 purchase limits and no annual fee. The
differences are in the APRs (introductory and continuing) and how long the introductory 0%
APR lasts.

Pl C K YO U R Instructions: Are you ready to have your own plastic?
Check out the credit cards here, and choose which one

CREDIT CARD you'd like to have.

PLY FOR APPLY FOR y
HIS CARD THIS CARD

GOLDCARD PLUS CARD

é}\\\wm

W

Low 0% APR Low 0% APR

on introductory purchases on introductory purchases No introductory APR

* 19.9% fixed APR after * 25.9% fixed APR after * 12.9% fixed APR
6 months 12 months * $2000 limit

* $2000 limit * $2000 limit
* No annual fee * No annual fee

* No annual fee

, E aLossAnv )

APR = Anual percentage rate
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http://www.channelone.com/life/swf_credit/
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how that impacts the real cost (price + interest charges) of the items and the time it would take
to pay down the balance to $0.
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Example 1:Paying $58/mo (minimum payment)

Price Interest Cost Interest Cost Interest Cost
HDTV 999 276.30 1275.30 221.04 1220.04 241.87 1240.87
Purse 220 60.85 280.85 46.68 268.68 53.27 273.27
Jacket 199 55.04 254.04 44.03 243.03 48.18 247.18
Camera 499 138.01 637.01 110.41 609.41 120.82 619.82
Total 1917 530.20 2447.20 422.16 2341.16 464.14 2381.14
Final 11.19 21.16 3.14
payment
Time 43 41 42
(months)
Example 2: Paying $100/mo (minimum payment + $42)
3 old P US
Price Interest Cost Interest Cost Interest Cost
HDTV 999 93.61 1092.61 35.75 1034.75 125.45 1124.45
Purse 220 20.61 240.61 7.87 227.87 27.63 247.63
Jacket 199 18.65 217.65 7.12 206.12 24.99 223.99
Camera 499 46.76 545.76 17.86 516.86 62.66 561.66
Total 1917 179.63 2096.63 68.60 1985.60 240.73 2157.73
Final 96.62 85.61 57.72
payment
Time 21 20 22
(months)
Example 3: Paying $150/mo (minimum payment + $92)
Pla old P
Price Interest Cost Interest Cost Interest Cost
HDTV 999 36.68 1035.68 0 999 80.78 1079.78
Purse 220 8.08 228.08 0 220 17.79 237.79
Jacket 199 7.31 206.31 0 199 16.09 215.09
Camera 499 18.32 517.32 0 499 40.35 539.35
Total 1917 70.39 1987.39 0 1917 115.01 2032.01
Final 37.39 117 122.01
payment
Time 14 13 14
(months)
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Discussion

See Example 1.
1 What do you think of paying the minimum payment required?
1 What would be worse than not paying the minimum payment required?

See Example 2.
1 What was the effect of paying a little over twice the minimuayment?
1 What did it do to the total interest paid and the total time to pay down the balance
completely?

See Example 3.
1 What was the effect of paying a lot ($150/mo) over the minimum payment required?
1 What did it do to the total interest paid and thetal time to pay down the balance
completely?
1 Why were there no interest charges for the Gold card?

Here, from the Federal Reserve, &d&ips: Getting the Most from ¥oCredit Card See the
Credit Card Statement below

Pay on time (see #2)

Stay below your credit limit (see #1)

Avoid unnecessary fees (see #8)

Pay more than the minimum amount (see #2)

Watch for changes in the terms of your account (see #6)

= =4 =4 4 A

In ournext Activity,Understanding a credit card statemént & 2 dzQf f 4SS gKSNB (2
information on your statement, so that you can get the most from your credit card.
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http://www.federalreserve.gov/consumerinfo/fivetips_creditcard.htm

Activity 2: Understanding a credit card statement

The following information isémthe CSRS NI f wSaSNWSQa /2y adzySNRa

XXX Bank Credit Card Account Statement Page 1 of 2
Account Number XXXX XXXX XXXX XXXX
February 21, 2012 to March 22, 2012

Summary of Account Activity Payment Information

Previous Balance $535.07 New Balance $1,784.53
(F;f:m?tsd't $;?222 Minimum Payment Due $53.00
er Lredits -

Brocpais +§529.57 Payment Due Date 4/20112
Balance Transfers +$785.00, |_ate Payment Warning: If we do not receive your minimum
Cash Advances +3$318 yment by the date listed above, you may have to pay a $35
Past Due Amount +30 : fee and your APRs may be increased up to the Penalty
Fees Charged +$69.4) itk o /
Interest Charged +§10.89 inimum Payment Warning: If you make only the minimyf

payment each period, you will pay more in interest and it
New Balance $1,784.53 take you longer to pay off your balance. For example: L

e
Creqit limit . $2,000.00 If you make no You will pay off the And you will
Available credit $215.47 additional charges balance shownon | end up paying
Statement closing date 3/22/2012 using this card and this in an estimated
Days in billing cycle 30 each month you pay... about... total of ..
QUESTIONS? enly:the . 10 years $3,284
Call Customer Service 1 XXHHXHKXKXK Lai ol
Lost or Stolen Credit Card A=K X XK -XXXX 362 3 $2,232
years (Savings=$1,052)
If you would like information about credit counseling services,
call 1-800-XXX-XXXX

Please send billing inquiries and correspondence to:
PO _Box XXXX, Anytown, Anystate XXXXX

Notice of Changes to Your Interest Rates

You have triggered the Penalty APR of 28.99%. ange will impact your account as follows:

Transactions made on or after 4/9/12: As of 5/10/12, the Penalty APR will apply to these
transactions. We may keep the APR at this level indefinitely.

Transactions made before 4/9/12: Current rates will continue to apply to these transactions.
However, if you become more than 60 days late on your account, the Penalty APR will apply to
those transactions as well.

Important Changes to Your Account Terms

The following is a summary of changes that are being made to bunt terms. For more detailed information, please
refer to the booklet enclosed with this statement.

These changes will impact your account as follows:
Transactions made on or after 4/9/12: As of 5/10/12, any changes to APRs described below will apply to these fransactions.
Transactions made before 4/9/12: Current APRs will continue to apply to these transactions.

If you are already being charged a higher Penalty APR for purchases: In this case, any changes to APRs described below
will not go into effect at this time. These changes will go into effect when the Penalty APR no longer applies to your account.

Revised Terms, as of 5/10/12
APR for Purchases 16.99%
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