
Hard Core Boot Camp  
Content Session #2 



Service or Short Term Credit 

  utility bills; doctor bills 
 

Revolving – amount due changes based on 
purchases  

 Visa, MasterCard 
 

 Installment – set amount due each month to 
cover principal and interest  

 car loan, mortgage 
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•  Teaser rates? 

•  Default rates (penalty APRs)? 

•  Late fees? 

•  Over-the-limit fees? 

•  Minimum payments? 





You owe $3,000 on credit cards and pay the 
minimum of 3% of the balance with an 18% APR.  
How long will it take to pay off this $3,000? 
 

 a.  8 years? 
 b.  10 years? 
 c.  14 years? 
 

Resource:  
http://www.federalreserve.gov/creditcardcalculator/ 
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http://www.federalreserve.gov/creditcardcalculator/
http://www.federalreserve.gov/creditcardcalculator/
http://www.federalreserve.gov/creditcardcalculator/




 
http://www.federalreserve.gov/creditcard/default.htm  
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Most common computation method used 

Outstanding balances added daily 

 Total is divided by days in cycle 

New purchases may or may not be added 

 Interest assessed each day at daily rate 
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Date Charges Payments Balance
April 1 ---- ---- $200

April 12 $135 ---- $335

April 25 ---- $110 $225

11 days @ $200= $2,200

13 days @ $335= $4,355

  6 days @ $225= $1,350 Total=
$7,905

Average daily balance=$7,905/30 days=$263.50
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 Cash advances are cash loans from a credit card 
account 

Often done with “convenience checks” 

 Fees are charged: 

 Cash advance fee from date of advance; 1% to 5%  

 Most cards have minimum cash advance fees 

 APR  (often higher than regular credit use) 

 No grace period for cash advances 
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 Transfer amount owed from one card to another 

 Company B pays balance with Company A 

 Balance owed is now on Company B credit card 

 Transfers usually done to get a lower APR 

 Balance transfers usually have transaction fees 

 Often 4% of transferred balance 



Card 1 Card 2 Card 3 
APR 
Annual Fee 
Minimum Pmt. 
Penalties 

Late Fees 

Cash Advance 
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Suggested Activity: 
Compare Credit Cards 

Resource: 
http://rci.rutgers.edu/~boneill/assignments/creditcard.html  

http://rci.rutgers.edu/~boneill/assignments/creditcard.html


 45 days notice to increase your rate or other fees with 
right to cancel 

 Disclosure of time and amount to pay off your balance 
with minimum payments 

 No new interest rates for first year of account 

 Apply any increased interest rate to new purchases only 

 Apply payments to highest interest rate charges first 

 Consumers can opt out of  “over the limit” purchases 

 if under 21, must prove ability to pay  or get co-signer 
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Lenders and creditors 

Landlords 

Potential employers 

Insurance companies 
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Identifying 
Information 

Credit 
History 
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Recent 
Inquiries 

Accounts 
in 
Collection 

Public 
Records 



  Uses rating scale for risk of default 
  Higher the number, the better 
  Must usually pay a fee to obtain 
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 FICO 
 Scores from 350 to 850 
 www.myfico.com 
 

 Vantage  
 Joint rating system of credit reporting bureaus 
 Scores 501 to 990 

http://www.experian.com/consumer-
products/vantage-score.html 
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Resource:  
www.myfico.com/myfico/creditcentral/loanrates.aspx 
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http://www.myfico.com/myfico/creditcentral/loanrates.aspx


http://www.creditscorequiz.org/ 
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By Consumer 
Federation of 
America 

http://www.creditscorequiz.org/


http://njaes.rutgers.edu/money/wise-credit/ 
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http://njaes.rutgers.edu/money/wise-credit/


Getting a loan to repay existing debt 

 Charging more each month than payments 

 “Juggling” (rotating) payment of bills 

Using credit card cash advances for bills 

 Consumer debt-to-income ratio > 20% 

 Being at or near maximum credit limits 

 Calls and letters about overdue bills 



 Early  - Begin paying late penalties 

 pay minimum due 

 a month or 2 behind 

 Later - Bills are months overdue 

 difficult to pay minimum 

 creditors are making contact 

 Final - Court proceedings threatened/pending 

 wages subject to garnishment 

 secured items (car, etc.) repossessed 
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 Three repayment options: 

 Highest interest rate first (in sequence) 

 Lowest balance first 

 Shortest payoff term first 

 Can add one-time or periodic additional payments 
(e.g., bonus, tax refund, change W-4, etc.) 

 Savings will vary according to length of debt, number 
of creditors, APRs, etc. 

www.powerpay.org 
 

http://www.powerpay.org/


 Name of each creditor 
 Balance owed 
 Monthly payment (minimum or above) 
 APR (interest rate) 





 Budget Counseling – should be a nominal cost 
 
 Debt Management Program (DMP) 
 Must incur no further debt and surrender credit cards 
 Administrative fee charged for cost of repaying bills 
 Will only take on clients with ability to repay debt 

 

     National Foundation for Consumer Credit 
 800-388-2227 or www.nfcc.org 
 
 In NJ, look for state-licensed counseling agencies 

http://www.nfcc.org/
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