Unit 6:  Financial Services

Lesson 3:  Credit

Assignment
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1.  Calculate the interest due on the following credit card balance:  an unpaid balance of $1629.53 at a rate of 19.50% for 21 days.
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2.  On May 6, Tammy withdraws $1225 on her credit card.  This cash advance shows up on Tammy’s credit card statement on May 31 and she does not pay it.  If her credit card company charges 20.15% annual interest rate for cash advances, how much interest will have accrued on Tammy’s credit card by her next statement on June 30?
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3.  On February 1, Penny had a balance of $1112.67 on her credit card.  During the next two months, she made the following purchases:

· Feb. 3 $38.50

· Feb. 11 $92.12

· Feb. 20 $26.74

· Feb. 29 $9.95

· March 5 $42.00

· March 14 $48.71

· March 26 $33.66

· March 30 $18.10

On February 14, she returned items worth $51.49.  If Penny made the minimum monthly payment of 6%, determine her balance on April 1 if the interest charge is 19.25% per annum.
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4.  Dan bought a bicycle for $318.00 plus tax (11%).  He put the purchase on his credit card that charges 2.25% per month.


a.  Find the total cost of the bicycle.


b.  If the minimum monthly payment is 5%, find how much he would have to pay in the first payment.
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5.  Monique’s credit card charges an interest of 20.85% per year on unpaid balances.  On her March 12 statement, she had a balance of $739.65.  By the due date, she made the minimum payment (5% or $10.00, whichever is greater).  On March 16, she made a purchase of $179.39.  If she makes no other purchases or payments, what will her balance be on her next statement, dated April 22?
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6.  Dexter is buying a new couch.  He has three payment options.

· Option 1:  Pay cash.  The couch costs $1000.00 plus 11% tax.

· Option 2:  Pay with a credit card.  The card charges 18.00% annual interest and Dexter expects to pay off the charge in 60 days.

· Option 3:  Take the store promotion of 12 monthly payments of $105.00 (including tax).

a.  Calculate the cost of each option.

b.  Give one reason Dexter might choose each of the payment options.

c.  Which payment option do you recommend he choose?  Explain your answer.
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7.  What are some long-term consequences of having too much credit card debt?  If you find yourself accumulating credit card debt, what are some options for paying down the money you owe?  There are not-for-profit credit counselling agencies in Canada that help people to create budgets, get out of debt, and use credit wisely.  Research some of these services.  Make a poster with 10 ideas on managing your credit and debt.
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8.  Alan, Brent, and Carl each have different types of bank accounts and different credit cards.  The three bank accounts are: a chequing account, a line of credit account, and a savings account.  The three credit cards are: Mastercard, VISA, and American Express.  The following rules give information about which person has which type of bank account and credit card.


Clue 1:  Alan and Carl do not have chequing accounts.  The person with the savings account does not have the American Express.


Clue 2:  The person who has the line of credit account does not have a Mastercard or an American Express.


Clue 3:  Alan does not have a savings account, and the person who has a VISA does not have a savings account.


Use these clues to find the type of account and the type of credit card each person has.
Assignment Grade:  /54

