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FINANCIAL EDUCATION 

You Will Know


(  The characteristics of a credit card


(  The costs of using a credit card
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(  The potential problems with credit 
     card use 

Shopping for a Credit Card

(  Decide how you will use your card


(  Start small


(  Understand the terms


(  Be aware that introductory rates will  
     change


(  Avoid application fees


(  Understand fixed and variable rates 

Cost of Making Minimum Payments                     

	ITEM
	
PRICE
	
APR
	
INTEREST PAID
	HOW MUCH YOU REALLY PAY FOR THE ITEM
	
TOTAL YEARS TO PAY OFF

	TV
	$500
	18%
	$439
	$939
	8

	COMPUTER
	$1,000
	18%
	$1,899
	$2,899
	19

	FURNITURE
	$2,500
	18%
	$6,281
	$8,781
	34




Benefit of Making More Than the Minimum Payment

	
ORIGINAL BALANCE
	
APR
	MONTHLY PAYMENTS
	
TOTAL NUMBER OF MONTHLY PAYMENTS
	
TOTAL OF PAYMENTS
	HOW MUCH YOU REALLY PAY FOR THE ITEM

	$2,500
	18%
	Minimum Payment
	404
	34
	$8,781

	$2,500
	18%
	$50
	94
	8
	$4,698

	$2,500
	18%
	$100
	32
	3
	$3,163




Finance Charge Calculation

(  APR is 18%


(  Daily periodic rate is 0.0493%
    (18% divided by 365 days)


(  Multiply the average daily balance 
     ($200) by the daily periodic rate
     ($200 x .000493 = .0986 rounded to 
     .10)


 (  Equals $.10 per day (for each day you 
     have the $200 balance)


(  Finance charge is $.10 x 30 days or 
    $3.00

Correcting Credit Card Problems
(  Pay off credit card and higher interest
     rate loans first


(  Pay for future purchases using cash 
    or check


(  See a reputable credit counselor
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