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“C t l ti !“Congratulations!
You’ve got Credit!”

We’re going to cover:
What is “credit”?
How does it work?
What does it cost?
How do you use it?
How do you protect yourself  
when you get it?



Welcome to

EZ MONEY N ti l B kEZ MONEY National Bank
JB Moneybags, President and Chief Loan Officer

“If we won’t lend you money, nobody will”







Credit is buying use ofCredit is buying use of 
Someone Else’s Money

The Price is not the same for everyone--your price 
d ddepends on:
How much you are borrowing..
How good a borrower are you?How good a borrower are you?
How long you have to pay it back
“What can you give me (as collateral)”?What can you give me (as collateral) ?

In other words….how Risky is the loan?



What numbers measure how youWhat numbers measure how you 
are doing?

Grade point average
SAT Score
Credit Score



Credit Scoring

”FICO” Score- visit www.myfico.com to learn more
Your “grade point average” compiled from yourYour grade point average -compiled from your 
credit report

720-850=A
690-719=B
625-689=C
500 624=D500-624=D
Under 500=F
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You are your credit history

How you use credit reflects your maturity and 
judgment important tojudgment----important to
– Lenders
– Landlords
– Insurance companies 
– Any employer for whom you will be handling 

moneymoney
Credit scoring--used by more and more people 

to make decisions about you…to make decisions about you…
and your “grade” stays with you a long time…



The effects of bad credit

Landlords who won’t rent to you.
Expensive car loans or none at all
Higher cost for auto insurance
Disqualified for a student loan
Being passed over for jobs in certain 
industries



A Real Life Example of
the Costs of Poor Creditthe Costs of Poor Credit-
a 48 month $13000 used car loan
(Based on MyFico.com loan savings calculator, 11-24-05)

Credit Score Monthly payment 
& APR

Total cost
& APR

720- Grade=A $309 6.601% $14832

625-Grade=C $342 12.022% $16416 or $1584 
moremore

590-Grade=D $369 16.103% $17712 or  
$2880 more$2880 more



Credit cards-Buy now & pay later

Credit cards are HIGH COST  
d lunsecured loans

The easiest to get
The easiest to overuse
A card is important to have
But know the rules of the 
game before you play…



The Credit Industry Wants YOU

“Accepted everywhere….”
To sign you up, they offer you goodies…like
“Instant” discounts “if you sign up today…”
T-Shirts and water bottles
“Free” Airline Miles
“Cash Back”



What’s in it for them?

High interest-18 to 28% UNLESS you pay off 
th h l b l h th b f ththe whole balance each month before the 
“grace period” ends
If d thi h th ’t h dIf you do this each month, you aren’t charged 
and the credit industry has a name for you…
DEADBEAT!DEADBEAT!
To learn more, let’s look at the numbers…



What credit cards can cost you

IF you owe $2,000.00 on a credit card 
charging 19% and you pay only the 4%charging 19%, and you pay only the 4% 
minimum payment each month
You pay only $80 to start, but to pay offYou pay only $80 to start, but to pay off 
the whole $2000.00 will take you….???
118 months or almost 10 years! 
and in that time you will pay, in interest…
$1,217.28. Your total cost is $3,217, or 
161% vs paying cash161% vs paying cash. Source-www.bankrate.com  

This is if you never use the card again!



So what did it really cost?

If your $2,000 included $40 for a tank of gas, 
t ld b $64 40your cost would be $64.40

That Pizza you bought for $12 now costs 
$19 32you $19.32. 

And the gifts you bought for $100 now set 
you back $161 00you back $161.00



Small extra payment=big savings

Instead of the 4% monthly minimum payment, 
$105 00 h th ($25 t t t)pay $105.00 each month ($25 more to start)

Result:   The $2,000.00 balance will be paid off 
i 23 th d th i t t illin 23 months and the interest you will pay 
will only be $399.26.

Instead of 118 months and interest of $1217Instead of 118 months and interest of $1217.
You save $818 !



C h d t t b tCash advances-easy to get but even  
more expensive

They make it easy: 
>“Cash advance” checks orCash advance  checks or
>Tap your ATM for a little cash or 
>Ask for cash back at the grocery store…

BUT you are charged 24-28% annual interestBUT you are charged 24 28% annual interest
With no grace period- you start paying right away, 

EVEN IF you pay in full by the due date.
They cost more—paying the minimum at 24.9%=They cost more paying the minimum at 24.9%
144 months to pay it off, 

total cost to borrow $2000.00= $4009.00



GOTCHA! LATE FEES…

If you pay late, they charge you interest AND 
a late feea late fee
It’s easier than you think to get caught:
– Shorter “grace periods”= less time to pay– Shorter grace periods  less time to pay
– You get the bill late or forget
– Your check gets there late

YOU have to be careful…
or it can get very expensive



GOTCHA AGAIN!

As soon as you miss a payment, your rate 
k k t (“d f lt t ”)skyrockets (“default rate”)

Miss a payment on one card, and your rates 
ll f th (“ i l d f lt”)go up on all of them (“universal default”)

Know the “rules of the game”
R d th  fi  i t!Read the fine print!



Using Credit Cards Wisely

How much do you REALLY want to pay for that 
pizza or that tank of gas?pizza or that tank of gas?
If you can eat it or pay cash for it, DON’T charge it
Don’t pay just the 4% minimum
Limit yourself to one card
Pay off the balance each month if possible
If not watch your balances & stick to a plan to payIf not, watch your balances & stick to a plan to pay 
them off.

– stop using the card until you have paid off your balance,
h t h th t d th t i 4 6 th– pay enough extra each month to do that in 4-6 months.

Make a written budget— know what you can 
afford



Identity Theft

Scams to Steal your identity
Why pretend to be you?..

To borrow off your credit
To tap into your bank account

The key is your 
PRIVATE INFORMATION



How do we know it’s really you?

Unlisted Telephone number
S i l S it bSocial Security number
Student ID numbers
Mother’s maiden nameMother s maiden name
Drivers license number
PIN numbers
Bank account numbers
Credit card numbers
ANY information that is supposed to be kept private &ANY information that  is supposed to be kept private & 
allows someone else to pretend to be you…



Where do they get thisWhere do they get this 
information?

– From you
– From your computer

B t li f d t b– By stealing from databases
Which is the easiest and most 

common?common?



What you can do

Keep your numbers and personal information 
privateprivate
Be suspicious of people you do not know
Report suspicious activitiesReport suspicious activities 
Report stolen “ATM” cards or credit cards 
right away-g y
– The sooner you report theft, the less it costs you.
– 48 hours = $50 limit, or less 

Use passwords and PIN’s that are not easy 
to guess



Keeping your credit cards andKeeping your credit cards and 
ATM cards safe

Physical possession -don’t let others use your 
credit card, ATM card or bank account,
Don’t give away your PIN or password even to 
friends
Be on guard in public- the “shoulder peeper”Be on guard in public the shoulder peeper
Read your statements right away
Keep your statements at least 6 months 
Keep all your charge or ATM slipsKeep all your charge or ATM slips
(at least until all the charges have come in)
Report problems right away, directly to your 
bankbank
Keep a written record of any problems and  
Follow up in writing-email or letter



Shred, Shred, Shred

Shred unwanted Credit card solicitations
Shred unwanted cash advance checks
Shred, don’t throw out old bank statements
And, there’s hidden data on your computer. 
Deleting is not enough…



“Phishing” & “Vishing” Stealing“Phishing” & “Vishing”-Stealing 
from you using your computer

“Bogus Emails to get information from you
– warning of some problem or emergency 
– ask you to click a link “phishing” or call a number

(“vishing”)( vishing )
– the link, if clicked, can install a program that will 

steal info from you or take you to a bogus site
– These scams are constantly evolving. Be 

suspicious.
N i t i t i f ti thiNever give out any private information this way
Delete these messages.







Be Skeptical and be safe

Don’t be fooled just because it sounds official or 
serious 
Banks and reputable parties will never ask for your 
PIN or password unsolicited- they should have it
They do not use the internet to investigate fraudThey do not use the internet to investigate fraud
If suspicious, ask for a name, number and “file 
number”  and promise to call back.
Then contact them using the number etc that youThen contact them using the number etc that you 
independently verify from your statement etc.
Don’t use the number or address they give you
Telephone numbers like email addresses can beTelephone numbers like email addresses can be 
“aliased” or faked.



If it’ t d t b tIf it’s too good to be true…
Scams to watch for

“You won a prize”
Free offersFree offers
A tax refund on the internet
Nigerians or others needing help…g g p
Even “greeting cards”,,,,





Making passwords and PIN’s hardMaking passwords and PIN’s hard 
to crack

Easy to remember = easy to guess or steal
Don’t use family names, telephone numbers, parts 
of Social Security numbers etc.
Do useDo use 

– combinations of letters, numbers and punctuation,
– capital and small letters

Tip-password based on a phrase you will 
remember, using first letters etc of each word. For 
example:example:
“Making passwords and PIN’s hard to crack” 
becomes MPw&pH2c



Protect your computer and email

Antivirus software
Fi ll h d t h b tFirewall hardware at home between your 
computer and the internet
– Any “broadband router” and many cable modems– Any broadband router  and many cable modems
– They stops hackers-they see the router, not your 

computer
Firewall software:
– prevents hackers from getting into your computer

Most contain “privacy” tools to alert you whenever– Most contain privacy  tools to alert you whenever 
private numbers are being transmitted off your 
computer



Spyware

Very common--programs installed on your 
computer without your knowing it when youcomputer without your knowing it when you 
visit a site or download “free” software.
– To track what you do and where you goy y g
– Can include “keyloggers”-tracking your 

keystrokes (including passwords), to send out  
over the internet without you knowing itover the internet without you knowing it

Use anti-spyware software such as Spybot 
S&D [“Search & Destroy”] v.1.4-
– FREE at www.safer-

networking.org/en/index.html



Questions?

For More Information go to our website at 
www njblf org/njblflip htm orwww.njblf.org/njblflip.htm or
Credit scoring- www.myfico.com
Budgeting and credit cards-g g

– www.careprogram.us
– “Real Money 101” Student guide to money at 

www.hesaa.org/students/money_101/index.asp
– www.bankrate.com
– www.truthaboutcredit.com

Identity theft:Identity theft:  
www.ftc.gov/bcp/online/pubs/credit/idtheft.htm
Protecting yourself online- http://onguardonline.gov


