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Credit Card Math                                                

Overview: Students will first answer a series of questions based on the information provided in a July credit card 

statement. They will then calculate the financial information for the August, September and October credit 

card statements including each month’s average daily balance, finance charge and new balance. 

   Activity Answers and Math Solutions: Pages 7-10 
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Brad’s Account Statements                                            

Overview: Students will complete the Summary of Account Activity from two of Brad’s MasterCard 

statements. They will answer a series of questions pertaining to his statements.  

   Activity Answers and Math Solutions: Pages 5-6 
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Credit Cards—Don’t Be Jeff                                             

Overview: Students will read the true story of how Jeff found himself in serious credit card debt. They will explain who 

they believe was at fault and why. They will also explain what they think Jeff needs to do to repair his credit. 

   Activity Answers: Page 12 
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Credit Card Usage                                                

Overview: Students will read 12 situations and  decide if credit cards are commonly accepted and used in the situations. 

They will explain when and why they would use a credit card rather than a debit card or cash to make 

purchases and give specific examples. 

   Activity Answers: Page 11 

Credit Card Core Activities 
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4 
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Donna’s New Car                                               

Overview: Students will calculate the total of payments and the finance charge on car loans with terms of 36 months, 

48 months, 60 months and 72 months. They will complete the monthly payment schedule for the first four 

months of Donna’s loan including the monthly unpaid balance, monthly interest payment and monthly 

principal payment. They will also answer related questions. 

   Activity Answers and Math Solutions: Page 13 1 
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First time Home Buyers                                             

Overview: Students will do a series of calculations to determine the costs of financing an $80,000 starter home with a 

30-year fixed-rate mortgage at 5% interest. They will also complete the first five months of the payment 

schedule including the monthly unpaid balance, monthly interest payment and monthly principal payment. 

   Activity Answers and Math Solutions: Page 14 2 
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Long Term Car Loans                                             

Overview: Students will evaluate a survey of the lengths of car loans and answer related questions. They will calculate 

the total of payments on car loans with terms of from 2 to 9 years at both 5% and 10% interest. 

   Activity Answers and Math Solutions: Page 15 3 

Loans Core Activities 
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TwentySomething Debt                                               

Overview: Students will read a series of facts about twentysomething debts and write an explanation of how they can 

prepare themselves to be on their own and avoid the same pitfalls. 

   Activity Answers: Page 16 1 
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Where To Borrow                                             

Overview: Students are presented with three different credit situations including Bob who wants to buy a motorcycle, 

Juanita who wants a new laptop and printer and the Haverlands who want to buy a house. For each situation, 

they will decide which of five credit sources could be used and explain what is good and bad about each 

source.  

   Activity Answers: Pages 17-18 2 
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Your Credit Score                                             

Overview: Students will read an explanation of what a credit score is and how they are determined. They will calculate 

the costs of a car loan and a home loan based on different credit scores so they understand its importance 

to them. 

   Activity Answers and Math Solutions: Page 19 3 
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 These activities require no specific answers. 

 

Ask Andy 

Students will play the role of a staff writer for Andy Lendman who publishes a syndicated column giving advice 

about personal finance. They will write answers to three personal finance questions sent in by readers. 

 

Before You Sign On The Dotted Line 

Students will play the role of a blogger on the website Consumer Corner. They will write ten things a borrower 

should do “before you sign on the dotted line” and commit to a loan. 

 

How To Control Your Credit Cards 

Students will play the role of a blogger on the website Consumer Corner. They will write 10 helpful hints to help 

consumers control their credit cards. 

 

How To Shop Smart For A Loan 

Students will play the role of a blogger for the website Consumer Corner and write a series of helpful hints about 

how to shop smart for a loan. 

 

It’s Your Money 

Students will play the role of a writer on the PBS educational series “It’s Your Money”. They will create a one-page 

outline for a thirty minute program about a young person who gets trapped in credit card debt. They will create a 

title, a list of characters, the setting and the plot. 

 

Lights, Camera, Action 

Students will play the role of a staff writer for the TV series “On Our Own”. They will outline an upcoming episode 

about two characters dealing with their personal debts and credit choices.  

 

Payday Loans 

Students will read a description of how payday loans work and read the true story of Bob Mathews who found 

himself trapped in a payday loan cycle. Students will write an explanation of what they believe Bob should do to 

break  his debt cycle. 

 

Rent-To-Own Stores 

Students will read a short description of how rent-to-own stores work. They will write an argument for or against 

rent-to-own stores from the point of view of a representative of the rent-to-own industry or a consumer advocate. 

 

Retail Installment Contracts 

Students will use a description of how retail installment contracts work to design a poster illustrating the process. 

 

Subprime Credit Cards 

Students will read a description of subprime credit cards. They will write an argument supporting why they believe 

these credit cards should be legal or illegal. 

1-10 

Creative Activities 



Brad’s Account Statements 

Tran Date Post Date Reference Number Purchases and Cash Advances Amount 

01/18/2018 01/19/2018 2548367D201PG5Z8H Coz E Corner Inc. 21.80 

01/20/2018 01/21/2018 2553606D53Z01CC9D Sullivan’s Foods 45.28 

01/24/2018 01/26/2018 553087D9FXNDYY8H Shell Oil 18.64 

01/29/2018 01/31/2018 2553606DE2NMS85JW Sullivan’s Foods 61.33 

02/05/2018 02/08/2018 054368DM8PDE9593 Casey’s General Store 18.82 

02/11/2018 02/12/2018 2553606HT2Z02TTZQ Sullivan’s Foods 54.06 

02/11/2018 02/14/2018 0543684DV8DF8NY1Y Casey’s General Store 17.39 

Brad is a freshman at the Midland Valley Institute of Technology, a two-year tech school, where he is studying network 

administration. He works part time in a school district 20 miles from Midland Tech where he is an assistant to the IT 

Director. On his way to his dorm room after classes, he stopped and picked up his mail which included his credit card 

statement. 

 

1. Complete the Summary of Account Activity section of his credit card statement and answer the questions. 

Summary of Account Activity 

Previous Balance ........................  $ 105.45 

— Payments (see below *) .........  $ 105.45 

— Other Credits .........................  $     0.00 

+  Purchases ...............................  $ 237.32 

+  Cash Advances ......................  $     0.00 

+  Fees Charged .........................  $     0.00 

+  Interest Charged ....................  $     0.00 

=  New Balance ...........................  $ 237.32 

 

Credit Limit ................................  $ 500.00 

Available Credit ..........................  $ 262.00 

    

   * See his checking account  transactions on page 2. 

2. Brad bought gas twice at Casey’s 

General Store and once at Shell Oil. 

How much did he spend?  

 

What percentage of his credit card 

charges were for these gas purchases? 

Round your answer to the nearest 

1/10th percent. 

 

3. Brad used his credit card three times at 

Sullivan Foods. How much did he 

spend?  

 

What percentage of his credit card 

charges were for these three food 

purchases? Round your answer to the 

nearest 1/10th percent. 

 

4. What percentage of his credit limit did 

he charge? Round your answer to the 

nearest 1/10th percent. 

$ 54.85 

23.1% 

$160.67 

67.7% 

47.5% 

 



Brad’s Account Statements 

Tran Date Post Date Reference Number Purchases and Cash Advances Amount 

05/14/2018 05/18/2018 8510159SGLAQ47M6MA Steampowered.com 15.93 

05/22/2018 05/24/2018 5530876HOFXRDGCRDA Shell Oil 50.00 

05/24/2018 05/26/2018 2541575H202KNGRDV0 Marathon Oil 15.06 

05/24/2018 05/26/2018 5530876HOFXJDNGHIME Shell Oil 8.32 

05/30/2018 06/01/2018 5530876H824GEDIHUW9 Shell Oil 27.58 

06/06/2018 06/08/2018 5530876H3JUDHYER89N Shell Oil 25.00 

06/08/2018 06/10/2018 0543684JDIKH957WDHB Casey’s General Store 28.28 

06/12/2018 06/13/2018 5548382HDFRMNSX351 Wal-Mart 9.90 

06/12/2018 06/14/2018 5530876H824KIHGDS29 Shell Oil 25.00 

06/15/2018 06/16/2018 5531658DFRGCJKYF88W BP Oil 30.00 

Brad finished his first year at the Midland Valley Institute of Technology in mid-May and began working four full days 

each week at his school district job. He is making more, but also spending more because on his days off he is visiting 

friends he made at Midland Valley Tech who live in different towns in the area. Shown below is his June credit card 

statement. 

 

5. Complete the Summary of Account Activity section of his credit card statement and answer the questions. 

Summary of Account Activity 

Previous Balance ........................  $ 148.26 

— Payments (see below *) .........  $ 148.26 

— Other Credits .........................  $    0.00 

+  Purchases ...............................  $ 235.07 

+  Cash Advances .......................  $    0.00 

+  Fees Charged .........................  $    0.00 

+  Interest Charged ....................  $    0.00 

=  New Balance ...........................  $ 235.07 

 

Credit Limit .................................  $500.00 

Available Credit ..........................  $ 264.93 

  

   * See his checking account  transactions on page 4. 

6. All of Brad’s credit card transactions 

were for gas except 

Steampowered.com and Wal-Mart. 

How much did he spend on gas? 

 

What percentage of his credit card 

charges were for these gas purchases? 

Round your answer to the nearest 

1/10th percent. 

 

7. What percentage of his credit limit did 

he charge? Round your answer to the 

nearest 1/10th percent. 

  $ 209.24 

  89.0 % 

  53.0 % 

 



 

A credit card is a powerful financial tool that allows you to make credit purchases at the point of 

sale (the store), over the phone and online. But a credit card is also a very expensive form of credit 

and your debt can grow quickly if you don’t control your spending. It is very important to be able to 

understand your statement and know how entries on the statement are calculated. 

  

1. Use the July credit card statement to answer the questions at the bottom of the page. 

Transaction 

Date 

 

07/20 

07/24 

07/26 

Posting Date 

 

 

07/21 

07/24 

07/27 

Reference 

 

 

004567893 

087623890 

004784563 

Merchant Name or Transaction Description 

 

 

Ikea 

Game Stop 

Jet Blue Airlines 

New Purchases, Fees, 

Advances & Debits 

 

248.00 

  27.27 

220.00 

Payments & Credits 

 

 

 

Previous 

Balance 

 

 

0.00 

New Purchases, 

Fees, Advances 

& Debits 

 

495.27 

Finance Charge 

Due to Periodic Rate 

 

 

0.00 

Payments & 

Credits 

 

 

0.00 

New Balance 

 

 

 

495.27 

Average Daily 

Balance 

 

 

0.00 

Minimum 

Payment Due 

 

 

20.00 

Annual  

Percentage Rate 

 

 

19.8% 

Periodic 

Rate 

 

1.65% 

Corresponding Annual 

Percentage Rate 

 

19.80% 

Balance To Which Applicable 

 

 

Purchases, Advances, Finance Charges & Fees 

Corresponding Finance 

Charge Balance 

Billing Date 

 

08/01 

Payment Due Date 

 

08/26 

Account Number 

 

XXXX XXXX XXXX XXX 
July Statement 

What was the total cost of the items charged? ................................................................................................  $ 495.27 

 

What was the previous balance? .......................................................................................................................  $     0.00 

 

Was a credit card payment made in July? .........................................................................................................            No 

 

What was the finance charge? ...........................................................................................................................  $      0.00 

 

By what date must the new balance be paid to avoid any finance charge next month? ...............................          8/26 

 

What was the minimum payment that had to be made? .................................................................................  $     24.00 

 

What is the monthly interest rate charged by the credit card company? .......................................................          1.65% 

 

What is the yearly rate charged by the credit card company?.........................................................................        19.8%% 



Transaction 

Date 

 

 

08/16 

 

08/20 

08/19 

Posting Date 

 

 

08/15 

08/17 

08/17 

08/20 

08/20 

Reference 

 

 

587439685 

004948379 

004567893 

052947502 

003457239 

Merchant Name or Transaction Description 

 

 

Payment—Thank You 

Wal-Mart 

Ikea 

The Apple store 

The Finish Line  

New Purchases, Fees, 

Advances & Debits 

 

 

  25.00 

  

  96.00 

131.35 

Payments & Credits 

 

 

100.00 

 

248.00 

 

 

 

Previous 

Balance 

 

 

495.27 

New Purchases, 

Fees, Advances 

& Debits 

 

252.35 

Finance Charge 

Due to Periodic Rate 

 

 

6.89 

Payments & 

Credits 

 

 

348.00 

New Balance 

 

 

 

406.51 

Average Daily 

Balance 

 

 

417.45 

Minimum 

Payment Due 

 

 

20.00 

Annual  

Percentage Rate 

 

 

19.8% 

Periodic 

Rate 

 

1.65% 

Corresponding Annual 

Percentage Rate 

 

19.80% 

Balance To Which Applicable 

 

 

Purchases, Advances, Finance Charges & Fees 

Corresponding Finance 

Charge Balance 

Billing Date 

 

09/01 

Payment Due Date 

 

09/26 

Account Number 

 

XXXX XXXX XXXX XXX 
August Statement 

 

 

2. Follow the directions at the bottom of the page to complete the August credit card statement. 

Calculating the Finance Charge 

 

$  495.27  (Daily balance from 8/2 - 8/14) 

x         13  (Number of days from 8/2 - 8/14) 

$6,438.51 (Sum of the balances from 8/2 - 8/14) 

 

$  395.27  (Daily balance from 8/15 - 8/16) 

x           2  (Number of days from 8/15 - 8/16) 

$   790.54 (Sum of the balances from 8/15 - 8/16) 

 

$  172.27  (Daily balance from 8/17 - 8/19) 

x           3  (Number of days from 8/17 - 8/19) 

$   516.81 (Sum of the balances from 8//17- 8/19) 

 

$  399.62  (Daily balance from 8/20 - 9/1) 

x         13  (Number of days from 8/20 - 9/1) 

$5,195.06 (Sum of the balances from 8/20 - 9/1) 

 

 

12,940.92 / 31 = $417.45 (Average Daily Balance) 

 

 

$  417.45  (Average Daily Balance) 

x    .0165  (Periodic Rate) 

$      6.89  (FINANCE CHARGE) 

Calculating the  New Balance 

 

$  25.00 

    96.00 

+131.35 

$252.35  (New Purchases) 

 

$100.00 

+248.00 

$348.00  (Payments & Credits) 

 

$495.27  (Previous Balance) 

+252.35  (New Purchases) 

$747.62  

+    6.89  (Finance Charge) 

$754.51 

-348.00   (Payments & Credits) 

$406.51  (New Balance) 



Transaction 

Date 

 

 

 

Posting Date 

 

 

09/17 

 

Reference 

 

 

587439685 

 

 

Merchant Name or Transaction Description 

 

 

Payment—Thank You 

 

New Purchases, Fees, 

Advances & Debits 

 

 

   

Payments & Credits 

 

 

100.00 

 

 

 

Previous 

Balance 

 

 

406.51 

New Purchases, 

Fees, Advances 

& Debits 

 

0.00 

Finance Charge 

Due to Periodic Rate 

 

 

5.83 

Payments & 

Credits 

 

 

100.00 

New Balance 

 

 

 

312.34 

Average Daily 

Balance 

 

 

353.07 

Minimum 

Payment Due 

 

 

20.00 

Annual  

Percentage Rate 

 

 

19.8% 

Periodic 

Rate 

 

1.65% 

Corresponding Annual 

Percentage Rate 

 

19.80% 

Balance To Which Applicable 

 

 

Purchases, Advances, Finance Charges & Fees 

Corresponding Finance 

Charge Balance 

Billing Date 

 

10/01 

Payment Due Date 

 

10/26 

Account Number 

 

XXXX XXXX XXXX XXX 
September Statement 

3. Complete the September credit card statement. You should use the same methods you were shown when completing 

the August statement, but with one difference. The company is not allowed to include the unpaid finance charge from 

the previous month in the balance when computing the new finance charge. Therefore, your first multiplication will be: 

 

$399.62 ($406.51 - $6.89) 

x       15 

 

You will not need to subtract the previous finance charge ($6.89) from your balance after the payment is made on 

9/17 since the finance charge will have been paid. 

$     399.62  (Daily balance from 9/2 - 9/16) 

x            15   (Number of days from 9/2 - 9/16) 

$  5,994.30  (Sum of the daily balances from 9/2 - 9/16) 

 

$      306.51 (Daily balance from 9/17 - 10/01) 

x             15 (Number of days from 9/17 - 10/01) 

$  4,597.65 (Sum of the daily balances from 9/17 - 10/01) 

 

$  5,994.30         

+  4,597.65 

$10,591.95       10,591.95 / 30 = $353.07 (Average Daily Balance) 

$ 353.07 (Average Daily Balance) 

x   .0165  (Periodic Rate) 

$     5.83  (FINANCE CHARGE) 

 

$ 406.51 (Previous Balance) 

+     5.83  (Finance Charge) 

$ 412.34 

-  100.00 (Payment) 

$ 312.34 (New Balance) 



Transaction 

Date 

 

10/02 

 

11/01 

Posting Date 

 

 

10/03 

10/08 

11/01 

Reference 

 

 

 

587439685 

 

 

Merchant Name or Transaction Description 

 

 

Shell 

Payment—Thank You 

 

New Purchases, Fees, 

Advances & Debits 

 

12.35 

   

20.00 

Payments & Credits 

 

 

 

100.00 

 

 

 

Previous 

Balance 

 

 

312.34 

New Purchases, 

Fees, Advances 

& Debits 

 

32.35 

Finance Charge 

Due to Periodic Rate 

 

 

4.00 

Payments & 

Credits 

 

 

100.00 

New Balance 

 

 

 

248.69 

Average Daily 

Balance 

 

 

242.52 

Minimum 

Payment Due 

 

 

20.00 

Annual  

Percentage Rate 

 

 

19.8% 

Periodic 

Rate 

 

1.65% 

Corresponding Annual 

Percentage Rate 

 

19.80% 

Balance To Which Applicable 

 

 

Purchases, Advances, Finance Charges & Fees 

Corresponding Finance 

Charge Balance 

Billing Date 

 

11/01 

Payment Due Date 

 

11/26 

Account Number 

 

XXXX XXXX XXXX XXX 
October Statement 

 

 

4. Complete the October credit card statement. Remember that the annual fee must be excluded from the balance. 

$ 306.51   (Daily balance for 10/2) 

x           1  (Number of days) 

$ 306.51   (Balance for 10/2) 

 

$   318.86  (Daily balance from 10/03 - 10/07) 

x            5  (Number of days from 10/03 - 10/07) 

$1,594,30  (Sum of the balances from 10/03 - 10/07) 

 

$   224.69  (Daily balance from 10/08 - 11/01) 

x          25  (Number of days from 10/08 - 11/01) 

$5,617.25  (Sum of the daily balances from 10/08 - 11/01) 

 

$    306.51 

   1,594.30 

+ 5,617.25 

$ 7,518.06     7,518.06 / 31 = $242.52 (Average Daily Balance) 

$ 242.52  (Average Daily Balance) 

x   .0165  (Periodic Rate) 

$     4.00  (FINANCE CHARGE 

 

$ 312.34  (Previous Balance) 

+   32.35  (New Purchases) 

$ 344.69 

+     4.00  (Finance Charge) 

$ 348.69 

-  100.00  (Payment) 

$ 248.69  (New Balance) 



For Your Information:  

 

Today, bank credit cards such as Visa and MasterCard are used just like cash and personal checks for 

making day-to-day transactions. But unlike cash and personal checks, your credit card allows you to 

spend money you may not have.  

 

Credit cards are actually revolving charge accounts which allow you to make purchases throughout 

the month and then either pay the balance in full when you receive your monthly statement or make a 

partial payment and pay interest on the remaining balance. 

 

1. For each of the following, check Yes if credit cards are commonly accepted and used in the 

situation. Check No if they are not commonly accepted or used. 

Situation Yes No 

  1. You're going to a restaurant for dinner with friends. Can you use a credit card to pay for the meal? ..  X  

  2. You've found a new car you want to buy. Can you use a credit card to pay for it? ................................   X 

  3. You're going to the movie. Can you use a credit card to pay for your ticket? ........................................  X  

  4. You've stopped to fill up your car. Can you use a credit card to pay for the gas? ..................................  X  

  5. You want to buy a new pair of athletic shoes. Can you use a credit card to pay for them? ...................  X  

  6. You need to pay your telephone bill. Can you use a credit card to pay for it?  ......................................  X  

  7. You've stopped at Taco Bell for lunch. Can you use your credit card?  ...................................................  X  

  8. You're going to make airline reservations over the phone. Can you charge the tickets with your credit 

card? ............................................................................................................................................................  

 

X 

 

  9. You've found a jacket you like in a mail order catalog. Can you use your credit card to pay for it?  ....  X  

10. You're going to buy a candy bar from a vending machine. Can you use your credit?  ...........................   X 

11. It's time to pay your rent. Can you use a credit card?  .............................................................................  X X 

12. You're going to buy your first house. Can you use your credit card to make the down payment?  ......   X 

2. Explain when and why you would use a credit card rather than a debit card or cash to make purchases.  Give specific 

examples. Remember that a purchase made with a debit card is subtracted from the balance in your checking account. 

 

 _______________________________________________________________________________________________________________  

 _______________________________________________________________________________________________________________  

 _______________________________________________________________________________________________________________  

 _______________________________________________________________________________________________________________  

 _______________________________________________________________________________________________________________  

 _______________________________________________________________________________________________________________  

 _______________________________________________________________________________________________________________  

 _______________________________________________________________________________________________________________  

 _______________________________________________________________________________________________________________  



Read the following true story. 

 

Jeff entered college committed to using only cash, but during his first semester he applied for and 

received two credit cards. At first he planned to us them only for emergencies, but then started using 

them for things he needed and finally for anything he wanted. He regularly used ATMs to get cash 

advances with his credit card. When money was tight, he found himself skipping payments or using 

one card to pay another. He would move balances to new cards to take advantage of low introductory 

interest rates. By the end of his sophomore year, he had 8 credit cards and the companies were 

raising his credit limit. During his junior year, he had to get a $10,000 debt consolidation loan from 

the student credit union, but it proved to be only a temporary band-aid.  

 

During his senior year, he started a business with another student translating resumes for Mexican and Latin American 

students over the internet. The business, which they financed for $2,500 each with their credit cards, failed after six 

months. The two then decided to recoup their losses by investing in the stock market. They each bought $5,000 worth of 

stock using cash advances and each lost $3,000. To help make payments on his credit card debt for 11 bank and 5 retail 

credit cards, he had two part-time jobs while still attending school.  

 

Jeff graduated with a bachelor’s degree in finance, a $10,000 debt consolidation loan, over $20,000 in credit card debt, 

and over $30,000 in student loans. During an interview with a major Wall Street banking firm after graduation, he was 

confronted with his credit history. The interviewer said, "How can we feel comfortable about you managing large sums of 

our money when you have such difficulties handling your debts." He was not offered employment.  

 

"I feel like a victim,” said Jeff. “Giving credit cards to kids in college is like giving steroids to an athlete."  In reference to 

the bank he said, "Can you believe it? They want an explanation about my personal finances in college and yet they lost 

over $120 million last year!" 

 

 

1. Who do you think is at fault—the credit card company, Jeff or both. Explain why? 

 

 No specific answers are required 

 

 

2. What do you think Jeff needs to do to repair his credit? 

 

No specific answers are required 

 



Donna’s New Car 

Donna Hart graduated from South Suburban Community College with an associates degree in 

business and has begun her first full-time job. The office where she works is about twenty 

miles from her apartment. Since gas at times has cost as much as $3.29 a gallon, she has 

decided to trade in her old car for a new small hybrid. She's going to finance the car at her 

bank with a $15,500 car loan. The loan officer explained that she could take up to 72 

months to repay the loan and that the finance charge would be based on an interest rate 

of .75% a month on the unpaid balance. 

 

1. Complete the following chart to see what her total of payments and finance charge 

will be if she takes 3, 4, 5 or 6 years to repay the loan. 

Term of the Loan Monthly Payments Total of Payments Finance Charge 

36 Months $492.90 $17,744.40 $2,244.40 

48 Months $385.65 $18,511.20 $3,011.20 

60 Months $321.76 $19,305.60 $3,805.60 

72 Months $279.40 $20,116.80 $4,616.80 

The total of payments equals the 

monthly payment multiplied by the 

number of payments. 

 

The finance charge equals the total 

of payments minus the amount 

financed. 

2. Donna decided on a four year loan with  monthly payments of $385.65. The first four months of her payment 

schedule is shown below. Complete the payment schedule. Round all amounts to the nearest cent. Month 1 is 

done for you as an example. 

Payment  

Schedule 

Unpaid  

Balance 

Interest  

Payment 

Principal  

Payment 

Month 1 $15,500.00 $116.25 $269.40 

Month 2 $15,230.60 $114.23 $271.42 

Month 3 $14,959.18 $112.19 $273.46 

Month 4 $14,685.72 $110.14 $275.51 

Each month her payment is divided 

between an interest payment and a 

principal payment. The interest 

payment is calculated by multiplying 

the unpaid balance by the monthly 

interest rate (.75%). The remainder 

of her payment is applied against 

the principal. 

3. What is the annual percentage rate Donna is paying for the loan?  9%    (.75% x 12) 

 

4. What is the advantage of using a short term loan rather than a longer term loan? 

The shorter the term of the loan, the less interest Donna will pay 

 

5. What is the advantage of using a long term rather than a shorter term loan? 

 

The longer the term of the loan, the smaller her monthly payment will be. 

 

6. Other than her bank, where else could Donna get the money to buy her new car? 

 

 She could finance the car at another financial institution such as a credit union.  

 The dealer where she bought the car could also finance the car through the manufacturer. 

 Her parents might also be able to finance the car for her. 

 

Donna should compare interest rates to find the cheapest financing. 



First Time Home Buyers 

The Chapmans have been living in an apartment since they were married three years ago. 

They have found a small affordable house that needs some work at a cost of $80,000. 

 

They met with a loan office at their bank to discuss a mortgage and found that they could 

qualify for a 30 year fixed rate mortgage assuming they could afford a 10% down 

payment and $1,200 in closing costs. Then they met with their parents who agreed to 

help with the down payment and closing costs. 

 

1. At the time of the closing (when they take possession of the house), how much 

will the Chapmans need to cover the down payment and the closing costs? 

 

$ 9,200     [($80,000 x .10) + $1,200] 

 

2. How much will they be borrowing from the bank? $ $72,000   ($80,000-$8,000) 

 

3. Use the chart on the right to determine their monthly payment on the amount they 

are borrowing. (example: $86,000 borrowed = $461.68 monthly payment.) 

 

$ 386.53    ($268.42 + $107.37 + $10.74) 

 

4. How many monthly payments will they make to pay off their mortgage?  360 

 

5. What will be their total of payments at the end of the 30 years? $ 139,150.80 

     ($386.53 x 360) 

 

6. How much interest will they have paid over the 30 years? $ 67,150.80 

     ($139,150.80-$72,000) 

 

7. Use the following directions to complete the Chapman’s payment schedule for the 

first five months of their loan. Round all answers to the nearest cent. 

 

 The unpaid balance for month 1 is the amount they borrowed from the bank. 

 

 The interest payment for month 1 = (month 1 unpaid balance x .00416).  

      Note  5% / 12 = .00416 

 

 The principal payment for month 1 = (monthly payment-interest payment) 

 

 The unpaid balance for month 2 = (month 1 unpaid balance-principal payment) 

 

 The interest payment for month 2 = (month 2 unpaid balance x .00416). 

 

 The principal payment for month 2 = (monthly payment-interest payment). 

 

 Continue this same pattern for the remaining months. 

Payment  

Schedule 

Unpaid  

Balance 

Interest  

Payment 

Principal  

Payment 

Month 1 $72,000.00 $299.52 $87.01 

Month 2 $71,912.99 $299.16 $87.37 

Month 3 $71,825.62 $298.79 $87.74 

Month 4 $71,737.88 $298.43 $88.10 

Month 5 $71,649.78 $298.06 $88.47 

Amount 

Borrowed 

Payment 

At 5% 

 100  .54 

 200  1.08 

 300  1.61 

 400  2.15 

 500  2.69 

 600  3.23 

 700  3.76 

 800  4.30 

 900  4.84 

 1,000  5.37 

 2,000  10.74 

 3,000  16.11 

 4,000  21.48 

 5,000  26.85 

 6,000  32.21 

 7,000  37.58 

 8,000  42.95 

 9,000  48.32 

 10,000  53.69 

 20,000  107.37 

 25,000  134.21 

 30,000  161.05 

 40,000  214.73 

 50,000  268.42 



Long Term Car Loans 

As new cars become more expensive, lenders are offering buyers longer term loans (up to seven years and more). The chart below 
lists eight car loan categories and the percentage of borrowers that used each category. 

 

Term 

Percentage of  

Borrowers 

 

Term 

Percentage of  

Borrowers 

24-29.9 Months 0.7% 66-71.9 Months 3.2% 

36-41.9 Months 6.9% 72-77.9 Months          40.1% 

48-53.9 Months 5.3% 84-89.9 Months 4.1% 

60-65.0 Months           38.6% 96 + Months 0.1% 

1. In years, which two term lengths are most popular for borrowers?    2   3   4   5   6   7   8   9 

 

2. What is the advantage of longer term car loans? 

 

The longer the term of a car loan the smaller the monthly payment. 

 

3. What is the disadvantage of longer term car loans? 

 

The longer the term of a car loan, the greater the finance charge. 

Years Monthly Payment Total Of Payments 

2 $877.43 $21,058.32 

3 $599.42 $21,579.12 

4 $460.59 $22,108.32 

5 $377.43 $22,645.80 

6 $322.10 $23,191.20 

7 $282.68 $23,745.12 

8 $253.20 $24,307.20 

9 $230.35 $24,877.80 

 Monthly Payments at 5% 

Years Monthly Payment Total Of Payments 

2 $922.90 $22,149.60 

3 $645.35 $23,232.60 

4 $507.26 $24,348.48 

5 $424.95 $25,497.00 

6 $370.52 $26,677.44 

7 $332.03 $27,890.52 

8 $303.49 $29,135.04 

9 $281.58 $30,410.64 

 Monthly Payments at 10% 

4. Listed below are the monthly payments on a $20,000, new car loan at 5% and 10% interest with loan terms of 2 

to 9 years. Calculate the total of payments for each. The first one is done for you as an example.  

     

$877.43 x 24 = $21,058.32 



TwentySomething Debt 

Most of you reading this page are in your teens. But before you know 

it, you’ll be twentysomethings facing college costs, first jobs and, if 

you’re not prepared, a mountain of debt. 

 

On the right are some facts about the current generation of 

twentysomethings. Just like them, you’re anxious to be on your own.  

 

1. But considering these facts, what do you think you need to do to 

better prepare yourself for financial independence when it’s 

your turn to be a twentysomething? 
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Some facts about twentysomethings. 

 

 Nearly two-thirds carry some debt. 

 

 Student-loan debt averages $14,379. 

 

 Credit card debt averages $5,781. 

 

 Installment debt averages $17,208. 

 

 Their late payments are rising. 

 

 They are more likely to be late than 

       other Americans. 

 

 60% feel they are facing tougher financial 

pressures than young people in previous 

generations. 

 

 30% say they worry frequently about their 

debt. 

 

 40% are not saving regularly. 

 

 55% are not saving in an IRA or 401(k). 

 

 28% are helped by their parents to meet 

major expenses. 

 

 A large percentage of twentysomethings 

are moving back home after college 

rather than out on their own. 

 

 

Nearly half of twentysomethings have: 

 

 Stopped paying a debt forcing the lender 

to sell the debt to a collection agency. 

 

 Had cars repossessed. 

 

 Sought bankruptcy protection. 



Answer Key: 

 

Bob 

 

Loan Source 1: His Family      (X) Yes ( ) No 

Bob could borrow the money from his parents or another family member and he might have to pay less interest than at a 

financial institution or no interest at all. However, borrowing from family can lead to strained relationships. If he decides 

to borrow from a financial institution, his parents will probably have to help by co-signing the loan contract. 

 

Loan Source 2: His bank (Credit Union, Savings and Loan)      (X) Yes ( ) No 

Bob could borrow the money from his bank assuming he has a good credit score. If he does not have a credit history or if 

he is under 18, his parents will have to co-sign the loan contract. By taking out a bank loan and making his payments on 

time, he will create a credit history which will make it easier to borrow in the future. 

 

Loan Source 3: A Finance Company (Small Loan Company)      (X) Yes ( ) No 

Bob could borrow the money from a finance company, but this should be a source of last resort. He should only consider 

a finance company if his bank turns him down because he has a poor credit score. A finance company will charge a much 

higher rate of interest than his bank. 

 

Loan Source 4: The Dealer (who sells him the motorcycle)      (X) Yes ( ) No 

Bob could borrow the money from the dealer. Most retailers who sell high cost durable items such as motor vehicles, 

furniture, and appliances can direct buyers to financial institutions or finance the purchase on the spot with a retail 

installment contract which they will then sell to a financial institution. Bob must be sure to compare the costs of 

borrowing from the dealer to his other sources.. 

 

Loan Source 5: A Credit card      ( ) Yes (X) No 

Credit cards are not commonly accepted to purchase motor vehicles. This is not to say that it is never done, but is very 

unlikely in Bob’s case. He must have a bank credit card, have a credit limit that is high enough to cover the cost of the 

motorcycle and be willing to pay the very high credit card interest rates. 

 

Juanita 

 

Loan Source 1: Her Family      (X) Yes ( ) No 

Juanita could borrow the money from her parents or another family member and she might have to pay less interest than 

at a financial institution or no interest at all. However, borrowing from family can lead to strained relationships. If she 

decides to borrow from a financial institution, her parents will probably have to help by co-signing the loan contract. 

 

Loan Source 2: Her Bank (Credit Union, Savings and Loan)      (X) Yes ( ) No 

Yuanita could borrow the money from her bank assuming she has a good credit score. If she does not have a credit 

history or if she is under 18, her parents will have to co-sign the loan contract. By taking out a bank loan and making her 

payments on time, she will create a credit history which will make it easier to borrow in the future. 

 

Loan Source 3: A Finance Company (Small Loan Company)      (X) Yes ( ) No 

Juanita could borrow the money from a finance company, but this should be a source of last resort. She should only 

consider a finance company if her bank turns her down because she has a poor credit score. A finance company will 

charge a much higher rate of interest than her bank. 

 

Loan Source 4: The Retailer (who sells her the computer)      ( X Yes ( ) No 

Juanita could borrow the money from the retailer. Most retailers who sell high cost durable items such as motor vehicles, 

electronic equipment, and appliances can direct buyers to financial institutions or finance the purchase on the spot with a 

retail installment contract which they will then sell to a financial institution. Juanita must be sure to compare the costs of 

borrowing from the dealer to her other sources. 

 

Loan Source 5: A Credit Card      (X) Yes ( ) No 

Yuanita could use her bank credit card if she has one, but her credit limit must be high enough to cover the cost of the 

laptop and she must be willing to pay the very high credit card interest rates. A loan from her bank would be much 

cheaper. 

Where To Borrow 



Answer Key: 

 

Gary and Linda Haverland 

 

Loan Source 1: Their Family      ( ) Yes (X) No 

It is unlikely that their family could afford to lend them the money to buy their first home. Even a starter home can cost 

over $100,000 in many locations. It is more likely that their parents could help them with the money for a down payment. 

 

Loan Source 2: Their Bank (Credit Union, Savings and Loan)      (X) Yes ( ) No 

They could borrow the money from their bank assuming they have a good credit score. It is very likely that they would 

have made other loans (i.e. car loan) and used credit cards before applying for their home loan. But, If they do not have a 

credit history, their parents might be able to help by co-signing the mortgage. If Gary and Linda do their banking at a 

credit union, they may have to go elsewhere for a home mortgage. Some credit unions are not large enough to handle 

long term, real estate financing. 

 

Loan Source 3: A Finance Company (Small Loan company)      ( ) Yes (X) No 

A finance company could not given them a home loan. 

 

Loan Source 4: The Realtor (who sells them the house)      ( ) Yes (X) No 

Realtors are in the business of selling real estate not lending money. However, one of the services realtors provide is 

helping find a lender and the right type of mortgage to fit the buyer. 

 

Loan Source 5: A Mortgage Company      (X) Yes ( ) No 

Mortgage companies are financial institution that specialize in home loans. Gary and Linda should compare the financial 

terms offered by their bank with those offered by one or more mortgage companies. 

 

 

 

Where To Borrow 



Like your social security number, your credit score will follow you 

throughout your life. It will determine whether or not you can get a 

credit card or a loan and what interest rate you’ll be charged.  

 

The chart on the right explains where your credit score comes 

from. 

 

Here are two real-life examples of how your credit score can affect the interest 

rate you are charged. And keep in mind that low credit scores mean you won’t 

get the loan from your bank and you will have to go to a very expensive credit 

source such as a finance company or sub-prime mortgage lender. 

What is a credit bureau? 

A credit bureau is a business that 

collects credit, employment and 

p e r so na l  i n fo r ma t io n  a bo ut 

individuals and sells that information 

to creditors. 

 

What are the three major credit 

bureaus? 

TransUnion, Experian and Equifax 

 

What is a credit score? 

It is a number calculated by inputing 

your credit bureau information into 

either software leased from the Fair 

Isaac Corporation (the FICO Score) or 

from inputing that information into 

software developed jointly by the 

three major credit bureaus (The 

VantageScore). The VantageScore was 

introduced in 2006 to compete with 

the FICO Score. 

 

What is a good or bad credit score? 

 

VantageScore uses this range: 

901-990 = A (Best) 

801-900 = B 

701-800 = C 

601-700 = D 

501-600 = F (Worst) 

 

FICO uses this range: 

751-850 = Excellent 

700-750 = Very Good 

680-699 = Good 

620-679 = Okay 

580-619 = Borderline Risk 

500-580 = Bad 

Under 500 = Very Bad 

1. Tanya wants to buy a late model used car and she needs to borrow $8,000 

to make the purchase. The rate her bank will charge depends on her FICO 

credit score as well as the term of the loan. The table below lists her 

bank’s monthly payments for the loan based on four different terms and 

three categories of FICO scores. Complete the table.  

3. Alex and Karen Robertson want to buy their first home. They hope to borrow $100,000 with a fixed-rate 

mortgage. The rate their bank will charge depends on their FICO credit scores and the term of the loan. The 

table lists the monthly mortgage payments based on three different terms and three categories of FICO scores. 

Complete the table. 

Term 

In months 

(FICO) 

720 +  

Total of  

Payments 

(FICO) 

690-719 

Total of  

Payments 

(FICO) 

670-689 

Total of  

Payments 

24 $356.38 $8,553.12* $358.19 $8,596.56 $360.00 $8,640.00 

36   246.11 $8,859.96   247.94 $8,925.84   249.77 $8,991.72 

48   193.44 $9,285.12   195.31 $9,374.88   197.19 $9,465.12 

60   161.26 $9,675.60   163.18 $9,790.80   165.10 $9,906.00 

* $356.38 x 24 =  $8,553.12 

Term 

In Years 

(FICO) 

720 +  

Total of  

Payments 

(FICO) 

690-719 

Total of  

Payments 

(FICO) 

670-689 

Total of  

Payments 

10 $1,060.66 $127,279.20* $1,072.42 $128,690.40 $1,084.77 $130,172.40 

20      687.89 $165,093.60      701.51 $168,362.40      715.85 $171,804.00 

30      574.71 $206,895.60      590.58 $212,608.80      606.64 $218,390.40 

* 10 x 12 = 120     $1,060.66 x 120 = $127,279.20 

2. Based on your table, how much would Tanya save by having the best cred-

it score and the shortest loan term compared to the worst credit score 

and the longest term? 

 

$ 1,352.88     ($9,906.00  —  $8,553.12) 

4. Assuming they use a 30-year mortgage, how much will Alex and Karen 

save by having a credit score of 740 rather than 680? 

 

 

$11,494.80 

 

($218,390.40  —  $206,895.60) 

Your Credit Score 



Decide if each statement is True or False. 

 

 

  1. Credit cards are revolving charge accounts ...................................................................................................  True 

 

  2. You may charge as much as you wish with your credit card .........................................................................  False 

 

  3. A credit bureau can give you a loan ...............................................................................................................  False 

 

  4. The longer the term of a loan, the greater the interest paid .........................................................................  True 

 

  5. If the previous balance on a credit card statement is $0.00, the finance charge must also be $0.00 .......  True 

 

  6. The principal of a loan is the amount borrowed ............................................................................................  True 

 

  7. If the previous balance on a credit card statement is $200.00, then there must be a finance charge 

      on the statement ..............................................................................................................................................  False 

 

  8. If you fail to make your payments, the property purchased on credit can be repossessed  .......................  True 

 

  9. A credit score of 600 or more is considered “good credit” ...........................................................................  False 

 

10. Retail installment contracts are used by financial institutions to make loans .............................................  False 

 

11. You can get cash using your credit card ........................................................................................................  True 

 

12. A credit on a credit card statement would be a subtraction from your new balance ..................................  True 

 

13. If you use a credit card, you must pay monthly finance charges ..................................................................  False 

 

14. The average daily balance is a method of computing credit card finance charges......................................  True 

 

15. Your credit score is calculated by the lender giving you the loan ................................................................  False 

 

16. The shorter the term of a loan, the larger the monthly payments ................................................................  True 

 

17. Finance charges are additions to your credit card new balance ...................................................................  True 

 

18. Payments are subtractions from your credit card new balance .....................................................................  True 

 

19. Everyone has a legal right to a credit card .....................................................................................................  False 

 

20. You should compare APRs when shopping for a loan or a credit card .........................................................  True 

Assessment (True / False) C. W. Publications 



Solve each of the following problems. 

 

 

1. The annual percentage rate on your credit card is 19.2%. What is the monthly interest rate?  ...........  1.6% 

 

19.2% / 12 

 

 

 

 

 

2. The average daily balance on your credit card billing statement is $234.96. The annual 

     percentage rate is 19.8%. What is your finance charge? .......................................................................  $ 3.88 

 

$234.96 x .0165 = 3.8768 = $3.88 

 

 

 

 

 

 

3. The previous balance on your credit card statement is $100. On June 20th, your $50 payment was  

    posted. You made no new purchases during the billing period. The billing date on the statement  

    is 07/01. What is the average daily balance? .........................................................................................  $ 80.00 

 

 

$100.00 x 18 = $1,800 (sum of the daily balances from 06/02-06/19) 

$  50.00 x 12 = $   600 (sum of the daily balances from 06/20-07/01) 

                         $2,400 / 30 = $80.00 

 

 

 

 

 

4. Your credit card statement shows the following information: 

 

 A previous balance of $345.69 

 A purchase of $123.60 

 A purchase of $34.86 

 A payment of $200.00 

 A credit of $29.45 

 A purchase of $87.34 

 A cash advance of $100 

 A finance charge of $7.89 

 

What is your new balance? ......................................................................................................................  $ 469.93 

 

$345.69 + [$123.60  + $34.86 + $87.34 + $100 + $7.89] - [$200.00 + $29.45] 

Assessment (Math Problems) C. W. Publications 



Solve each of the following problems. 

 

 

5. You've found a new computer you would like to buy that costs $1,600 including sales  

    tax. You're going to borrow the money from your credit union and repay it in 12  

    installments of $144.42 based on an interest rate of 1.25% a month on the unpaid balance.  

    Compute each of the following: 

 

Total of Payments ................................................................................................................................  $ 1,733.04 

 

Finance Charge ....................................................................................................................................  $ 133.04 

 

Annual Percentage Rate ......................................................................................................................   15.0% 

 

Total of Payments = $1,733.04    ($144.42 x 12 = $1,733.04) 

Finance Charge = $133.04           ($1,733.04-$1,600 = $133.04) 

Annual % Rate = 15.0%                 (1.25% x 12 = 15.0% 

 

 

 

 

 

6. You are going to borrow $15,500 to buy a car. If you repay the loan in 4 years, your monthly  

    payments will be $385.65. If you repay the loan in 5 years, your monthly payments will be  

    $321.76. How much larger will the finance charge be for the 5 year loan than the 4 year loan? .....  $794.40 

 

$385.65 x 48 = $18,511.20 

$321.76 x 60 = $19,305.60 

$19,305.60-$18,511.20 = $794.40 

 

 

 

 

 

 

 

 

7. You've taken out a 30 year home mortgage for $91,000 with a 6% interest rate. Your monthly payment is $545.61. 

Complete the payment schedule for the first three months of the loan. 

 

 

Assessment (Math Problems) C. W. Publications 

Payment  

Schedule 

Unpaid  

Balance 

Interest  

Payment 

Principal  

Payment 

Month 1 $91,000.00 $455.00 $90.61 

Month 2 $90,909.39 $454.55 $91.06 

Month 3 $90.818.33 $454.09 $91.52 



Common Core State Standards  C. W. Publications 

Common Core State Standards 

For 

Mathematics 

 

 

Each of the following anchor standards for mathematics which is aligned with activities in Credit has been marked with a 

red arrow.  

 

 

Standards for Mathematical Practice 

 

1. Make sense of problems and persevere in solving them. 

 

 

2. Reason abstractly and quantitatively. 

 

 

3. Construct viable arguments and critique the reasoning of others. 

 

 

4. Model with mathematics. 

 

 

5. Use appropriate tools strategically. 

 

 

6. Attend to precision. 

 

 

7. Look for and make use of structure. 

 

 

8. Look for and express regularity in repeated reasoning. 

 

 

 



Common Core State Standards  C. W. Publications 

Common Core State Standards 

for 

Literacy in History/Social Studies, Science and Technical Subjects 

 

 

Each of the following anchor standards for reading which is aligned with activities in Credit has been marked with a red 

arrow. Where a specific term or statement is particularly applicable it has been highlighted. 

 

 

College and Career Readiness Anchor Standards for Reading 

 

Key Ideas and Details 

 

1. Read closely to determine what the text says explicitly and to make logical inferences from it; cite specific textual evidence when 

writing or speaking to support conclusions drawn from the text. 

 

2. Determine central ideas or themes of a text and analyze their development; summarize the key supporting details and ideas. 

 

3. Analyze how and why individuals, events, or ideas develop and interact over the course of a text.  

 

Craft and Structure 

 

4. Interpret words and phrases as they are used in a text, including determining technical, connotative, and figurative meanings, 

and analyze how specific word choices shape meaning or tone. 

 

5. Analyze the structure of texts, including how specific sentences, paragraphs, and larger portions of the text (e.g., a section, 

chapter, scene, or stanza) relate to each other and the whole. 

 

6. Assess how point of view or purpose shapes the content and style of a text.  

 

Integration of Knowledge and Ideas 

 

7. Integrate and evaluate content presented in diverse formats and media, including visually and quantitatively, as well as in words. 

 

8. Delineate and evaluate the argument and specific claims in a text, including the validity of the reasoning as well as the relevance 

and sufficiency of the evidence. 

 

9. Analyze how two or more texts address similar themes or topics in order to build knowledge or to compare the approaches the 

authors take. 

 

 

Range of Reading and Level of Text Complexity 

 

10. Read and comprehend complex literary and informational texts independently and proficiently. 



Common Core State Standards  C. W. Publications 

Common Core State Standards 

for 

Literacy in History/Social Studies, Science and  Technical Subjects 

 

 

Each of the following anchor standards for writing which is aligned with activities in Credit has been marked with a red 

arrow. Where a specific term or statement is particularly applicable it has been highlighted. 

 

 

College and Career Readiness Anchor Standards for Writing 

 

Text Types and Purposes 

 

1. Write arguments to support claims in an analysis of substantive topics or texts using valid reasoning and relevant and sufficient 

evidence. 

 

2. Write informative/explanatory texts to examine and convey complex ideas and information clearly and accurately through the 

effective selection, organization, and analysis of content. 

 

3. Write narratives to develop real or imagined experiences or events using effective technique, well-chosen details and well-

structured event sequences. 

 

 

Production and Distribution of Writing 

 

4. Produce clear and coherent writing in which the development, organization, and style are appropriate to task, purpose, and 

audience. 

 

5. Develop and strengthen writing as needed by planning, revising, editing, rewriting, or trying a new approach. 

 

6. Use technology, including the Internet, to produce and publish writing and to interact and collaborate with others. 

 

 

Research to Build and Present Knowledge 

 

7. Conduct short as well as more sustained research projects based on focused questions, demonstrating understanding of the 

subject under investigation. 

 

8. Gather relevant information from multiple print and digital sources, assess the credibility and accuracy of each source, and 

integrate the information while avoiding plagiarism. 

 

9. Draw evidence from literary or informational texts to support analysis, reflection, and research. 

 

 

Range of Writing 

 

10. Write routinely over extended time frames (time for research, reflection, and revision) and shorter time frames (a single sitting 

or a day or two) for a range of tasks, purposes, and audiences. 


