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Credit Card Applications 

 What kind of general  

    information do you get? 
 

 What information can you  

    use to compare offers? 

         

 



Definition & Importance of… 

•  Annual Percentage Rate (APR) 

  This is the annual rate of interest that the  

  creditor will charge you on your balance. 

 

•  Annual Fee 

  This is the annual charge on your credit card  

  and can range from $20 -$60 

 

•  Grace Period 

  This is the amount of time you have to  

  make a payment to avoid  interest charges. 

 



Balance Computation Method:  
Average Daily Balance 

     

    In this method, actual amounts outstanding each day 
during the billing cycle are added up and then divided by 
the number of days in the cycle.  

 
 

Example: The billing cycle starts on the first day of the 
month and your balance is: 
 $200 
 If $100 is paid 15 days later 
 The average daily balance for the month is $150 
 At the rate of one and a half percent a month 
 The interest charge is $2.25  

 If you delay making payments under this method,  
 you may pay more than the previous balance method.  



 

Balance Computation Method: Previous Balance 
   This is the most common method creditors use to compute 

finance charges. It is perhaps the most costly because 
interest is based on the outstanding balance at the start of 
the last billing cycle. Payments, purchases, and returns 
made during that period aren’t taken into account.  

Example: 
  
If $200 was charged and $100 paid within 25 days,  
the next monthly service charge will be  
$3 for the $200 or a periodic rate of one and a half  
percent a month. 
That is 3% of the $100 really owed.  
Is an effective annual rate of 36% compared  
to the stated 18%. 



 

 

         Balance Computation Method: Adjusted Balance 

 

 Finance charges are computed AFTER payments are deducted.  

 Example: The balance is $200 on the first of the month. $100 is  

 paid on the 15th for a new adjusted balance of $100. The finance 

 rate of one and one half percent a month is calculated on the  

 $100 and the cost is $1.50. This is the least expensive, compared  

 to the “previous balance” or “average daily balance” methods. 

 



What is a Credit Card? 
How Do I Use It? 

Pay promptly 
 
Check monthly statements 
against your credit card 
receipts 
 
Never lend your card or give 
your account number to 
anyone 
 
Make a list of credit cards and 
phone numbers 



Steps to  
Establishing or Reestablishing a Good Credit History 

 

Open a checking and/or saving account 

  

Open a charge account or apply for a 
credit card 

 

Get a secured credit card 

 

Establish credit through on-time 
payments 



What’s in Your Score? 

 

http://www.myfico.com/CreditEducation/WhatsInYourScore.aspx

