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Goals:

· Level 1: Students will be able to identify rules and responsibilities that come with credit.

· Level 2: Students will determine advantages and disadvantages of credit.

· Level 3: students will define interest as a cost of credit including different types of credit cards.

· Level 4: Students will be able to compare and contrast various aspects of credit cards.

Standards: Accounting and Finance
· 2.2.1 Credit Analysis–analyze credit worthiness and compare alternative sources of borrowing.
· 2.2.4 Financial Responsibility–evaluate the cause and the corresponding effect of improper credit use.
WARM UP: 
Students will be asked to answer the following question in a paragraph and also share their thoughts with the class: Have you ever heard the term “credit score” in your family? Do you know what it is and why someone needed it in your family?

CLASS DISCUSSION:
In response to warm up students will share their own experience with credit scores and events that occurred in their families regarding credit.

INSTRUCTION:

Students will be given the definition of credit, credit history, charge accounts, secured and unsecured credit cards and credit scores. Also 3 credit bureaus will be introduced. (Experian, Equifax, TransUnion)
PARTNET ACTIVITY: Types of Credit Worksheet

Students will try to define Good Credit, Bad Credit and No credit together on the worksheet. Responses will be recorded on the board.
GROUP DISCUSSION:

Students will try to answer the question “why is it important to have good credit history?” and “how can you establish a good credit history?
INSTRUCTION:

COST OF CREDIT: How credit card companies/ banks make money?
Students will be given information on finance charges, grace periods and how interest rates are determined.
PARTNER ACTIVITY:
Students will work on the Credit Worksheet where they will try to compare the cost of buying a used car with and without using financing.
JOURNAL WRITING:

Briefly explain what you learned from this lesson and how it will effect your future financial choices.

TAKE HOME ACTIVITY:

Students will visit a financial institution and get a personal-loan OR credit card application. They will fill it out and bring it to class. They will talk about if they think the questions on the application are fair and fully capture one’s ability to pay back a loan.

Types of Credit Worksheet

Define the following types of credit and give an example of how a person might have gotten that kind of credit rating.

_ No credit

Define:
An example of someone who might have no credit:

_ Bad credit

Define:

An example of someone who might have bad credit:

_ Good credit

Define:

An example of someone who might have good credit:
Cost of Credit Worksheet

Martin wants to buy a used car in excellent condition from his neighbor, but he’s $1,000 short of the $2,200 purchase price. His financial institution is willing to lend him $1,000 at an annual interest rate of 15%, to be paid back over one year.

Calculate the credit price of the car:

Cost of Buying the Car with Cash 

Cash price of the car: $____________ 
Cost of Buying the Car with Credit
Cash payment: $____________

Plus loan: $____________

Cost of credit: $____________

Cost of car with credit: $____________
