Credit Unit Test    Name: _______________________________
True Cost of Credit

Students will go to the following site and answer the three questions below:

http://www.bankrate.com/calculators/managing-debt/annual-percentage-rate-calculator.aspx
1. You borrowed $7500 from the bank to install new cabinets in your kitchen. Your credit score was not very good so you had to pay 15% interest. You will pay the loan back in 4 years. How much did that kitchen really cost?

2. You borrowed $28,000 from your credit union to buy a new car. You have a 10% interest rate and on your 5 year loan. How much does that car really cost?

3. You get smart and decide you do not like flushing money down the toilet (paying interest). You work very hard and pay that car loan in #  XXXXX off in 3 years! Now how much did that same car cost? How much money did you save?

20-10 Rule – should not borrow more than 20% of net yearly income and monthly payments for debt, excluding rent or mortgage, should never exceed 10% of net monthly income.
4. Toneisha has a net monthly income of $3500. Her fixed monthly expenses consist of  $1000 per month for her house payment. Her car payment is $200 and her college loan  payment is $90. Are these payments within Toneisha’s safe debt load? Why or Why  not?

5. Sidney has a monthly net income of $1500. She currently owes $800 for her car and is  making $200 payments every month. Using the 20-10 rule, decide if it is a good idea for Sidney to use credit to pay for a  $300 paint job for her car. Why or why not?

True/False

6. _________  
An advantage of using credit is impulse buying

7. _________
 A steady employment history helps a person’s credit history.

8. _________  
Using the 20-10 Rule, a person with a net yearly income of $40,000 
 should have no more than $8000 of total outstanding debt.

9. _________ 
If someone uses your credit card without your consent, you are 



liable for  no more than $50.
10.  _________ 
The APR measures the fees and late charges charged by the credit 


card company.

11.  _________
Paying the minimum monthly payment on your credit card is a good
 idea.

12.  _________
When you use a credit card, you are borrowing money.

13.  _________
Those with good credit will get a higher interest rate on loans.

14.  _________
Credit cards are a good way to supplement your income.

15. _________  
Having too many credit cards can negatively affect your credit 


score.

16.  _________
The same item will often cost you more if you buy it on credit 


instead of paying cash.

17. _________ 
 The fine print can help uncover details of what an option may truly
 cost in interest, fees and other penalties

18. _________
It’s a good idea to sign up for as many credit cards as possible, 


especially when you can get free stuff with it.

19.  _________
You should always take the maximum credit limit a credit company 


is willing to give you.

20.   _________
The only time you should need to look at your credit report is when 



you have been denied credit.
Multiple Choice
21. Which of the following is not a major mistake that people make with credit cards?
A.
Paying the minimum balance

B. 
Using credit cards to pay for everyday purchases
C. 
Using a credit card so that they can earn “rewards”
D.
Using credit cards only for emergencies
E.
All of the above

22.  What is a credit limit?



A. how long you can keep a credit card


B. the maximum amount you can charge on your card



C. how often you can use your credit card



D. the maximum number of times you can use your card during the month


E. all of the above

23. Your credit limit is based on:



A. how old you are



B. what kind of job you have



C. how big your family is



D. your ability to handle debt



E. all of the above

24. What is the grace period on credit cards?



A. a period of time in which you can spend as much as you want without 



paying back



B. a period of time when you have to be graceful



C. a period of time in which, if you pay your bill in full, you won’t have to pay 



interest charges.



D. a period of time in which you cannot use your credit card.



E. all of the above

25. Credit card interest rates range from 8% to 29% or higher depending on:



A. your monthly income



B. your address



C. your credit history



D. your age



E. all of the above

26. If you lose your credit card or if it is stolen, you should:



A. notify your credit card company or bank



B. look for it for a few days so you don’t get in trouble



C. call 911



D. request a new card



E. all of the above

27. A credit report is:


A. an IRS report about your credit.


B. a record of your borrowing and paying habits



C. is not important until you need money to buy a house.


D. a police report filed when your credit card is stolen.


E. all of the above

28. Companies such as FICO use your credit report to assign you a credit score. This score determines:


A. what bank will give you credit



B. whether you will be able to rent a particular apartment



C. whether or not a particular company will hire you



D. the interest rate on new loans



E. all of the above

29.
 Which of the following is the best way to utilize a credit card?

A. Emergency

B. groceries

C. clothing

D. cell phone bill

E. all of the above


30. Credit experts recommend that you check the status of your credit at least


A. 
every time you apply for credit.


B. 
when you apply for your first loan or credit card



C. 
once a year



D. 
once every five years



E. 
whenever you have time


31. Which of the following actions helps a consumer raise a low credit score?



A. 
make all loan payments on time



B. 
use a credit card and keep the balance under 25% of the credit limit



C.
avoid opening several new credit cards at the same time



D. 
payoff balances on open accounts



E.
 all of the above

Credit Scores
32. Is carrying a high balance on a credit card a factor used to calculate your credit score?



_______ yes



_______ no



_______ don’t know

33. Is a person’s age a factor used to calculate a credit score?



_______ yes



_______ no



_______ don’t know

34. Are missed payments a factor used to calculate a credit score?



_______ yes



_______ no



_______ don’t know

35. Is marital status a factor used to calculate a credit score?



_______ yes



_______ no



_______ don’t know

36. Is personal bankruptcy a factor used to calculate a credit score?



_______ yes



_______ no



_______ don’t know
Short Answer

37. Many students and adults believe that they have to have a credit card to function



 in society today. What do you think?

38. What do you plan to do so that you will not have credit problems in your future?
39. After you are 18, what are 3 things that you can do to begin to establish yourself 


as a financially responsible adult.

40. What does the saying “Buy Now, Pay More Later” mean to you?
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