Accounting I 







Ms. Wagemaker

CRHS

Assignment :  Compare Credit Cards 

Background:   Credit Cards allow you to purchase something, but put off the payment until the payment is due on the card, usually sometime within a month of making the purchase. However, if you leave your payment on the card for more than a month, you have to pay interest on the balance, or the amount still owed to the credit card. 

There are many different companies offering credit cards to consumers.  In this assignment, you will create a table to research different credit card offerings, and compare the cards to determine which is the best deal.  

Instructions:   

1. Read the handout ‘CREDIT CARD VOCABULARY ‘ to become familiar with the components of credit cards.   

2. Read the handout “CREDIT CARD OFFERS MATRIX”.


3. Complete the table on the “CREDIT CARD OFFERS MATRIX” for the 5 credit cards described.  

4. Look up an additional 3 credit card offers online.  Complete the table for the three credit cards you find. Be sure to include the name of the credit card in the first column  

a. Suggested websites for credit card offers:

i. http://www.creditcards.com/
ii. http://www.bankrate.com
5. Answer the following questions: 

a. Explain the differences between credit cards, debit cards and checks.  

b. Which of the credit cards do you feel is the best deal?  Explain your answer, and be sure to mention what factors influenced your decision.
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CREDIT CARD OFFERS MATRIX


Card #1
Card #1 has no annual fee, and an initial APR of 0%. The card also includes rewards: with every $1,000 spent, you get a $10 gift certificate to a local burger chain. After six months, the APR jumps to 19.1%. 

Card #2
Card #2 also has no annual fee, and an initial APR of 0%. The cardholder can also take money out on the card at the ATM. However, when these types of transactions are made, the APR jumps to 24.1%. In fact, the rate will go to 24.1% after three months for all purchases. This card also features rewards: after spending $35,000 on the card, you get a free domestic airline flight.

Card #3
Card #3 also has no annual fee, although the APR is 12.9%, with no different initial APR. No rewards are offered. 

Card #4
Card #4 is a little different. There is an annual fee of $150, but no APR. With this card, you have to pay off your balance every month. This card also features a rewards program: you get one "point" for every dollar spent on the card, and points can be redeemed for magazine subscriptions and other items.

Card #5
Card #5 isn't officially a credit card. There is no annual fee, no APR, and no balance carried. This card takes money directly from your savings or checking account. 



	Credit Card Name
	Bank Name
	Initial APR
	APR %
	Annual Fee
	Rewards (if any)
	Minimum Payment

	Card #1


	
	
	
	
	
	

	Card #2


	
	
	
	
	
	

	Card #3


	
	
	
	
	
	

	Card #4


	
	
	
	
	
	

	Card #5
	
	
	
	
	
	

	Card of your choice 1
	
	
	
	
	
	

	Card of your choice 2
	
	
	
	
	
	

	Card of your choice 3
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CREDIT CARD VOCABULARY 

Definitions:

Credit --
A loan of money that is given to a borrower for a specified amount and a specified period of time. 

Credit card --
A plastic card with an assigned account number, which enables the holder to purchase goods or services and receive cash on credit. 

Credit risk --
The risk that a borrower may not repay a loan on time, or at all.

Interest rate --
The cost of using the money provided by a loan, credit card, or line of credit, usually expressed as a percentage over a period of time. Interest also refers to the income, figured as a percentage of the original loan or principal. 

APR -- 
Abbreviation for Annual Percentage Rate. The APR is basically the cost of credit, or how much you must pay to get a loan, on a yearly basis. The APR is expressed as a percentage, and it reflects the interest rate, as well other fees and charges. APRs can vary widely from one credit card to another.   To figure out the interest rate a consumer would pay monthly on their credit card balance, take the APR rate and divide by 12.  

Credit limit --
The maximum amount of money a credit card holder is allowed to borrow using the credit card.

Adapted from www.thirteen.org

