Chapter 7

1. Types of Credit. Explain the three types of credit. Under what conditions might a consumer find each type useful?
Installment credit- this is where an individual borrows a loan once in a huge lump sum and pay it over time with interest over a period of time. Once the loan is repaid the account is closed. A consumer will find it useful in periods such as when getting a mortgage or student loan
Revolving credit- this is a type of credit that allows the consumer to borrow over and over again. The interest is paid on the overdue but once paid in time the consumer can avoid paying the interest. A consumer may find this type of credit useful when making payment of important staff and they have not received their paycheck yet
Open credit- this is a type of credit that is paid over and over at the end of the month. A consumer will find it useful by using utilities such as water and pay for them later on.
2. Using Credit. What are the advantages and disadvantages of using credit?
Advantage- 
Helps one purchase something at a particular time
Helps one get access to better financial products
Disadvantage
High interest rate
Poor credit score
3. Cash versus Credit. Why should some people use cash to make purchases instead of credit? Paying with cash allows one to make purchases that are within the budget and they cannot overbuy like credit card
4. Credit Rights. Under what conditions does the Equal Credit Opportunity Act prohibit creditors from denying credit? It prohibits creditor from denying one credit if it’s discriminatory such as race, social class or gender. If you are denied credit, do you have the right to know the reason for the denial? Yes the lender has an obligation to let you know why they denied you the loan
5. Impact of Credit Report. Explain how a weak credit report can affect you.
A weak credit score will lead one paying high interest cost and one is limited in loan options and this can lead to people having difficult in accessing certain resources
                     

                      Chapter 8 

1. Credit Cards. What are three advantages of using a credit card? 
Opportunity to build credit.
Earn rewards such as cash back or miles points.
Protection against credit card fraud.
Free credit score information.
No foreign transaction fees.

Can you think of any disadvantages?
Established credit-worthiness needed before getting a credit card.
Encouraging impulsive and unnecessary “wanted” purchases.
High-interest rates if not paid in full by the due date.
Annual fees for some credit cards – can become expensive over the years.

2. Applying for Credit. What information will you need to supply when applying for credit? Legal name, birth date, address, Social Security number and annual income what kinds of attributes are creditors looking for? Character, capacity, capital, conditions and collateral Do you need to have all these attributes to get credit? Yes the attributes are necessary for creditors to make a decision
3. Retail Credit Cards. Describe the differences between a credit card like MasterCard or Visa and a retail (or proprietary) card. MasterCard can be used anywhere while retail cards are limited to one specific store How do credit and retail cards generate revenue? They generate fee by collecting interest and interest fees are the primary source. What is the biggest disadvantage of one type of proprietary card? That proprietary cards are only used in a specific place
4. Credit Limit. What is a credit limit? Maximum amount of credit a credit firm can give a client. How can you increase your credit limit? Boosting one credit score, paying the credit on time and applying for new card
5. Credit Card Fees. What are some common credit card fees?
			Annual fees.
Late payment fee.
Foreign transaction fee.
Balance transfer fee.
Cash advance fee.
Interest fee

                    Chapter 9 
1. Sources of Personal Loans. List some possible sources of personal loans.
Friends and family
Commercial institutions
Online lending services 
What precautions should be taken with loans from family members or friends?
Getting the loan in writing
Lending what one can afford
Dealing with cash only
Discussing terms

2. Avoiding Scams. List some things that should raise red flags with regard to online lending.
Pressure to sign the agreement
No full disclosure of the loan terms
Asking you to take more amount than one needs
Their website is not secure
3. Debt Consolidation. Explain debt consolidation loans. This is a type of personal loan where one combines their huge loans into one with a lesser interest rate when is it advisable to use a debt consolidation loan? When one has a lot of huge debts
4. Personal Loan Process. What does the personal loan process involve?
Application, underwriting and closing
5. Loan Amortization. What does it mean if a loan is amortized? Type of financing that is paid over a period of time. The borrower pays the same amount of money over time. What do the loan payments represent? The loan payment represent the amount the debtor need to pay to cover the amount they were given
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1. Steps in Buying a Home. What is your first task when considering buying a home? Comparing the homes in the area and determining whether buying is cheaper than renting and vice versa. Why is this step important? The step is important as it helps one know the type of houses they are going for and the cost how can a real estate broker help you? By showing one the type of houses and also recommending which are better in buying.
2. Purchasing a Home. What are the two financial components you must consider before purchasing a home? Down payment and the monthly mortgage payments why should you consider them? Focus on homes you can afford
3. Affordable Payments. What should you consider when determining an affordable down payment and monthly mortgage payments? The market value of your assets and Your monthly cash inflows and outflows
4. Economic Conditions and Job Stability. How do economic conditions and the stability of your job affect the home buying decision? Mortgage payments cover a long period of time so you need to consider the stability of your job when determining how much to borrow. Also consider whether your job will be affected if the economy weakens. Borrowing less than you qualify for will make it easier to make payments if you are laid off when economic conditions deteriorate.
5. Selection Criteria. List the criteria you should use when selecting a home.
Real estate taxes, Maintenance and school system
