Name:______________________Hour:_________

Credit and Interest Rates

Objective:  We have been learning and discussing credit cards and interest rates.  REAL LIFE!  Let’s take a look at how much you will pay if you DON’T pay off your credit card vs.  if you DO!  Lesson:   Spend Wisely!!

Directions:  Go to http://www.bankrate.com 

Part 1:  Credit Cards
1.  Click on the “credit card” tab., click “”credit card home”.   Scroll down to the bottom and click on “Student Cards”.  Compare 2 credit cards that YOU could apply for today (hint:  Look at American Express Serve – no credit check required!)

Credit Card #1:  ______________________

	Regular APR (Annual Percentage Rate)
	Annual Fee
	Credit Needed
	Rewards

	
	
	
	


Credit Card #2:  ______________________

	Regular APR (Annual Percentage Rate)
	Annual Fee
	Credit Needed
	Rewards

	
	
	
	


Click the back key.  Go to the “credit card” tab, then click “calculators”.  Click on “Credit card minimum payment calculator”.

Change the information for Credit Card #1 to the following:

Credit Card Balance:  $2000
Credit Card Rate: 15%
Minimum Payment:  15%

Click “calculate”, click “view report”.

Answer the following:

2.  If you continue to make the monthly payment of $300, how long will it take you to payoff this debt?_______
3.  How much $ in interest will you pay?_______
Click “Hide Report”, and change the minimum payment to 20%.  Click “view report”.  

Answer the following:

4.  If you continue to make the monthly payment of $400, how long will it take you to payoff this debt?_______

5.  How much $ in interest will you pay?_______

6.  Analysis:  How much money did you save by bumping up your minimum payment from 15% to 20%?

7.  What can you interpret about minimum payments after looking at these numbers?

Part 2:  Savings
Click on the “investments” tab in the top toolbar.   Click on “calculators”

Click on “how long until you become a millionaire”.

Change the information in the box to the following:

Initial amount:  $5000 (what most people receive after a high school graduation party)

Monthly deposit:  $100 (doable even when in college)

Average annual return:  5% (low risk stock investment)

Inflation:  3% (annual inflation rate- given)

Final amount desired:  1,000,000 

Press “calculate”.

8.  How long will it take to reach your goal of $1 million?

9.  How much will that money be worth at that time?

10.  What can you interpret/propose/ formulate/conclude about investing?
Go back to the investment calculator

Click on “Investment Goals Calculator”

Fill in the table with the amount of money you’d like to have saved…. Fill in how long you have to save this money… keep the rate of return on investment at 7%, fill in how much money you’ll initially put in…. fill in your periodic contribution and the frequency of when you will be making those contributions, and click “compound annually”.  Click “calculate”.

11.  How much money is your investment goal?

12.  How long are you investing?

13.  How much money does your current plan produce?
14.  When do you think YOU should start saving for retirement?  Why?
