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Good Day January, 2009

Hot?  Buy a cold 
refreshing water for only 
75 cents.
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Many people use credit wisely to buy things they need now such as a 
house or college education. 

Many people do not use credit responsibly and borrow more than 
they can repay. Perhaps paying for a vacation they cannot afford or 
buying too many Christmas presents. 

Is this person doing a good job of using credit?

Alvin uses his credit card every month but only spends what he can 
afford and pays off the credit card in full each month. 

Theodore borrowed money to pay for college and is now making 
monthly payments to pay off the loan now that he has graduated 
from college and has a good job.

Simon can barely make the minimum payments on his credit card 
each month because he has charged a vacation, meals, and furniture 
on his credit card. 

Definition - someone is willing to loan you money—
called principal—in exchange for your promise to pay 
it back, usually with interest. 

Credit

Vocabulary
Credit/Credit Pre-Test questions 1-10
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The biggest cost of using credit is the interest rate. 

If you do not make your credit payments on time, you will pay a 
higher interest rate than those who do make payments on time.

Will this person pay a lot of interest for a loan?

Sam Witwicky has always paid his bills on time and now wants to buy 
a car using credit. 

Mikaela Banes pays her bills whenever she can - not always when 
they are due.  She now wants to get a credit card.

Definition - the amount you pay to use someone else’s 
money. The higher the interest rate, the greater the 
costs of using credit.

Interest

Vocabulary

Many people want to know their credit limit for a loan so they can go 
out and get the most expensive car or house they can. 

When you reach your credit limit on a credit card you are said to be 
"Maxed Out".

Definition - the maximum amount of credit (money) a 
lender will give to a customer.

Credit Limit

Vocabulary
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If you charge $100 on your Visa credit card and pay the entire $100 
when you get your bill in the mail.  You will not have to pay any 
interest.

If you always pay your credit card bill in full every month you will 
never have to pay any interest. 

Will this person pay interest on their credit card?

Seth buys some new jeans with his Mastercard credit card.  He gets 
the bill from his credit card company for $29.99 and sends in the 
entire payment before it's due date.  

Evan buys Becka dinner with his Visa.   He gets the bill in the mail for 
$78.32 and send Visa $50.  

Definition - The grace period is the length of time you 
have before you start accumulating (having to pay) 
interest on a loan.

If you plan to pay off your balance each month, make 
sure to get a credit card with a grace period of 25 or 
more days so you can avoid paying interest on your 
purchases.

Grace Period

Vocabulary

Over-the-Limit Fee  - a fee for spending more than 
your credit limit

Late Fee - a penalty for making a payment after the
due date.

Fees

Vocabulary

If you charge more than your credit limit, you will pay a fee 
for this.  While you would think that your purchase should be 
declined, it may go through so that the credit card company 
can charge you a fee.

If you do not pay your bill on time (by the due date).  By the 
way it must reach the company by the due date, not mailed on 
the due date. Hey, you can always pay online.  There is 
sometimes a fee for this. 

Will this person pay a fee?

Gabriella Montez has a visa with a credit limit of $1,000. She 
has a current balance of $950 on her card.  She purchases a 
gift for $51.00.  

Troy Bolton Visa bill is due by January 31.  He sends off a 
check on January 31 for the bill.    

Scam Alert
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Definition- This means they can hike up
your interest rate if you make just one late payment—
even if that late payment is made to a different 
creditor for a different type of payment.

Universal Default

Vocabulary

In fact, the late payment doesn’t even have to be for a big 
payment like your car loan. It could be for a phone bill you 
overlooked during a move or a forgotten magazine subscription.

Your A.P.R. may increase to something like 30%

Can this person have their interest rate increased on their 
credit card?

Sharpay Evans turns in her library book late and has a fine that 
she hasn't paid in a year. 

Ryan Evans has gone two months without paying his cable bill 
because he is having an argument with his roommate about who 
should pay for the pay per view movies.    

Scam Alert

Credit/Credit Vocabulary questions 1-5
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Write down 4 questions you should ask yourself BEFORE you borrow money. 
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Free Credit Report - auto commercial

Free Credit Report - job commercial

3 Credit Reporting Agencies
Experian
Equifax
Transunion Credit Score Range

850500
700

What do you think free creditreport.com costs?

What can't he buy a nice car?

Do employers look at your credit score?



December 17, 2008

Cr
ea

te
 a

 c
re

di
t 

re
po

rt
 o

n 
yo

ur
 o

wn
 p

ap
er



December 17, 2008

Credit Report
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The 4 C’s of Credit

Collateral 
This is an asset of value that lenders can take 
from you if you don’t repay the loan as 
promised. When you put up collateral for a 
loan—typically for a home mortgage or car 
loan—it may be referred to as a “secured” loan.

The 4 C’s of Credit

Capital
Lenders take comfort in knowing that you have
personal items of value. In the event you don’t 
pay your bills, lenders will want to know if you 
have items they can sell to repay the loan. 
Typical items they look for are an investment 
account and, in some states, your home.
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The 4 C’s of Credit
 .

Capacity
Lenders’ chief concern is whether you are able to 
repay a loan. So key factors of creditworthiness 
are your income and employment history. A 
pattern of rising income and steady employment 
gives lenders more confidence. Of course, if you 
already have a lot of debt or have an uneven 
work history, lenders will question whether you are 
able to make your payments.

The 4 C’s of Credit

Character 
Finally, lenders want to know if you’re 
trustworthy.  One way they measure this is by 
looking at your credit record. A history of 
paying bills on time shows them that you are 
responsible with your finances.

Credit/Credit quiz day 2  -  questions 1-6
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Negative information will stay on your credit report for 7 years

Bankruptcy will stay on your credit report for 10 years

You must be at least 30 days late before you can be reported 
late on your credit report.  Your creditor may charge you a fine 
if you are 1 day late, but you cannot be reported as being late 
until 30 days.

Credit/Credit quiz day 2  -  questions 7-10
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Go to Loan Calculator to show the difference between the 
interest paid for each loan.
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Back

FreeCreditReport.com


