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Topic: Credit Cards


Subject Connections: English Language Arts, Math	


Time Required: 65 minutes (excluding Extended Exploration activities)


Learning Objectives: 


Students will be able to…


Identify and explain how credit cards differ from debit cards 


Discuss different types of credit cards


Summarize credit card key terms and conditions and consumer protection laws  


Evaluate credit card offers and explain how to manage a credit card 


Demonstrate how to compute the debt-to-limit ratio 


Supplies: 


Whiteboard or chart paper, markers


Projector (for teacher presentation slides)


Access to the Internet (optional)


Preparation: 


Make copies of student handouts


Set up projector with presentation slides





Student Handouts:�(found in Student Guide)


Credit Versus Debit


Credit Responsibility


Comparing Cards


Credit Trap 


Teacher Presentation Slides:


Two Truths, One Lie


Credit Versus Debit


Credit Card Fine Print 


Essential Questions:


How is a credit card different from a debit card? 


What do I need to know before getting a credit or debit card? 


Should I get a credit card now? What about when I turn 21?


Assessment Activities:


PRE-ASSESSMENT:


Two Truths, One Lie slide


POST-ASSESSMENT:


Credit Versus Debit slide


Comparing Cards handout


Credit Responsibility handout


Credit Trap handout


Money Smart Portfolio:


Comparing Cards handout


Credit Trap handout





Instruction Steps							


Warm Up 


Credit Card Facts  [5 minutes] 


Begin the lesson by displaying the Two Truths, One Lie slide and tell students that two out of the three statements are factual and one is a “lie.” Challenge students to make an educated guess on which statement is false and why.


Explain that statement two is false because credit is the ability to borrow money, not using your checking account to pay for purchases. When you pay for a purchase with a credit card, it means you are taking out a loan to make the purchase. Tell students that ATM/debit cards look like credit cards, but they actually remove the money from your checking account to pay for purchases.


MONEY SMART TIP!


Connect back to Lesson 7, Capacity, Character, Collateral, Capital, for more information on different forms of credit. Remind students that they can monitor their credit use by getting an annual free credit report from the website at www.AnnualCreditReport.com.


Guided Exploration


Credit Versus Debit  [25 minutes]


Distribute and review the Credit Versus Debit handout and explain to students that although credit and ATM/debit cards look similar, they use money in very different ways.


Next, divide the class into small groups. Give each group a small white board or piece of paper and marker. Explain that you are going to ask them a few questions to see if they can identify the difference between credit and debit. Tell groups to write down their answers as fast as possible and that whichever group puts their board up with the correct answers first wins. Display the Credit Versus Debit slide and start the challenge. Have the winning team present its answers to the class.


MONEY SMART TIP!


Discuss the difference between “virtual” money, such as money spent using a debit card, �and physical money like dollar bills. Ask students to reflect on why “virtual” money �has grown in popularity and whether they can imagine a “cashless” society. Explore and �discuss popular trends in virtual money, such as PayPal and Bitcoin.


Remind students that saving money and waiting to make a purchase is an alternative to credit and that it is important to think carefully about whether or not to take on credit. Explain that, if one day you do determine that a credit card is the right choice for you, there are some items to be aware of when selecting a card. Display the Credit Card Fine Print slide and use the terms in the glossary to define and discuss each of the concepts.





Grade-Level Modifications: 


Beginner: Rather than showing the Credit Card Fine Print slide, simplify the discussion by asking students to explain what it means to look for the fine print. Give other fine print examples, such as weight loss advertisements that reveal in the fine print that results are not typical, and help students make the connection that there is also fine print on credit card offers that reveal the full truth of what you’re signing up for.


Advanced: After reviewing the Credit Card Fine Print slide, give students an opportunity to practice computing the debt-to-limit ratio. (Refer to Lesson 9, As Easy as Pi for more information.)


MONEY SMART TIP!


Discuss with your students the 2009 Credit Card Accountability Responsibility and Disclosure Act (CARD Act), and the implications the act holds for young adults under age 21. For more information, visit � HYPERLINK "http://www.whitehouse.gov/the_press_office/Fact-Sheet-Reforms-to-Protect-American-Credit-Card-Holders/" �http://www.whitehouse.gov/the_press_office/Fact-Sheet-Reforms-to-Protect-American-Credit-Card-Holders/�. Explain that the act makes it more difficult to obtain a credit card until age 21. However, if a young adult is at least 18 years of age and is able to show a source of income or have a cosigner, he or she may be able to obtain a credit card.


Next, distribute the Credit Responsibility handout and have students work in small groups to analyze and assess the scenarios. Invite groups to share their analysis, and reiterate the differences between responsible and irresponsible use of credit cards.


independent Exploration 


Note: These activities are more independent than the Guided Exploration activities and may be used as homework assignments, collaborative group work, or independent study.		


Terms and Conditions  [25 minutes]


Distribute the Comparing Cards handout and tell students that they are going to complete a comparison-shopping simulation by researching and comparing different credit card choices. Explain that, anytime you are considering a new financial product like a credit card, researching your options thoroughly is the best way to know what you are signing up for before making any decisions.


Allow students time to complete the research, either working individually or with a partner. When students are finished, invite them to share their final conclusions about which card they discovered would be a good choice and why. 


Grade-Level Modifications: 


Beginner: Rather than students conducting the research, provide them with information from three different credit cards and discuss the similarities and differences of each.


Advanced: Have students prepare a report and presentation for the class explaining the positives and negatives for each of the credit cards they research.








Wrap Up 									


Credit Trap  [10 minutes]


Distribute the Credit Trap handout and allow students time to complete it. Invite students to share with the class and reflect on their “traps.”





Extended exploration	


Note: Use the following ideas to extend financial literacy concepts throughout the school year within core content areas through English Language Arts, Math, Social Studies and Economics, and Technology activities, projects, and discussions. Duration of activities will vary.


English Language Arts


Writing Prompts: 


What are the consequences of mobile banking replacing cash and credit cards?


Do you support or oppose the changes made in the 2009 CARD Act to restrict credit opportunities for young adults under age 21? Defend your position.


What role do you think the government should have in regulating credit cards?


Suggested Readings: 


The CARD Act: What It Means for You by VISA: Learn about the CARD Act and why it matters to consumers, particularly young adults under age 21. � HYPERLINK "http://www.whatsmyscore.org/facts/cc_act.php" �http://www.whatsmyscore.org/facts/cc_act.php� 


Mathematics


Activity/Project Ideas: 


Have students practice computing the debt-to-limit ratio. For example: refer to Lesson 9, As Easy as Pi, for information and problems related to financial ratios.


Challenge students to calculate the true cost of a credit card balance by computing interest paid over different periods of time. For example: if a credit card user does not �pay off the balance at the end of the month, how much does the user pay in interest at �12 percent, 18 percent, and 21 percent?

















Social Studies and Economics


Discussion Topics:


Engage students in a discussion about pros and cons of moving to a cashless economy. In what ways will the economy benefit by paying with “plastic” or mobile phones? What problems might this create?


Activity/Project Ideas: 


Have students conduct a research project to explore the history of money. For example: encourage students to visit the U.S. Department of Treasury’s Bureau of Engraving and Printing website at � HYPERLINK "http://moneyfactory.gov/uscurrency/currencyhistory.html" �http://moneyfactory.gov/uscurrency/currencyhistory.html�. 


Challenge students to research and create a cash-to-credit timeline showcasing historical milestones for how technology shapes the way we interact with money. For example: students may read The History of Credit Cards at CreditCards.com. � HYPERLINK "http://www.creditcards.com/credit-card-news/credit-cards-history-1264.php" �http://www.creditcards.com/credit-card-news/credit-cards-history-1264.php�


Technology


Online Resources: 


Farm Blitz by Financial Entertainment: An interactive game that allows users to manage farm resources and make decisions when faced with financial emergencies. � HYPERLINK "http://financialentertainment.org/play/farmblitz.html" �http://financialentertainment.org/play/farmblitz.html� 


Understanding Your Credit Card Offer by The Federal Reserve: A website illustrating a real credit card offer with tips on how to read each section. 


Reading Your Statement by The Federal Reserve: A website illustrating a real credit card statement with tips on how to read each section. 


Annual Credit Report: A website that allows you to obtain a free credit report once every 12 months. � HYPERLINK "https://www.annualcreditreport.com/index.action" �https://www.annualcreditreport.com/index.action� 


Activity/Project Ideas: 


Have students research and discuss smartphone technology and how the ability to bank anywhere, anytime is rendering physical wallets obsolete.


Have students discuss credit card terms and conditions with their parents.


Challenge students to consider how new payment products such as Apple Pay will affect customers.





Answer Key	129


Glossary with key vocabulary	146


National Education Standards	155





Lesson Overview 


Whether or not a cashless society is in the future, it’s no surprise that young adults have less cash and more plastic in their pockets. Despite the common practice of paying with plastic, teens and young adults still harbor misconceptions about issues like debit versus credit, what it really costs to “charge it,” and how to know what you’re getting before signing up for a credit card. This lesson tackles all of these key issues as young adults work through the process of decoding credit card offers and explore the real difference between debit and credit.
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