History of Credit Cards

History of Credit Cards may be found at- http://video.pbs.org/video/1340904268/

American Bankers Association (ABA) "The American Bankers Association represents banks of all sizes on issues of national importance for financial institutions and their customers. The ABA brings together all elements of the banking community to promote the strength and profitability of the industry. It does this by providing effective leadership in government relations, building strong industry consensus, consistently listening to its membership, and responding to their needs through innovative products and services, public affairs support and legal services." [Source: URLhttp://www.aba.com]
Bankruptcy: "A legal proceeding that relieves you of the responsibility of paying your debts or provides you with protection while attempting to repay your debts." [Source: URLhttp://www.nolo.com/lawcenter/dictionary/dictionary_listing.cfm/Term/B23709A5-56E8-4542-8F3E5F2047D40913/alpha/B]

"Deadbeat:" Although "deadbeat" normally means "one who does not pay one's debts," [Source: URL http://dictionary.reference.com/search?q=deadbeat], the word has taken on a new meaning for credit card companies. For them, "deadbeat" means someone who avoids interest and fees by paying her/his account balance in full each month rather than paying the minimum amount and carrying a balance. Credit card companies do not earn much from these cardholders. About 55 million Americans pay their bills in full each month.

Interest: "A charge for a loan, usually a percentage of the amount loaned" [Source: URL http://dictionary.reference.com/search?q=interest]. The interest rates for credit card balances vary widely, both for one individual's account and for the industry at large. Interest rates for credit cards can change with 15 days notice to the cardholder.

OCC (Office of the Comptroller of the Currency): The OCC (an agency of the United States Department of the Treasury) is responsible for overseeing credit card policies. The U.S. Government Web site says: "The OCC charters, regulates, and supervises over 2,500 national banks and their operating subsidiaries to ensure a safe, sound and competitive national banking system that supports the citizens, communities and economy of the United States."

"Revolver:" According to the credit industry, a "revolver" is a customer who does not pay her/his balance in full each month. The fees and interest these customers pay generate income for the credit card companies. About 90 million Americans do not pay their bills in full each month and carry balances on their credit cards. The average balance is $8000.

"Universal default:" Communication among lending institutions means that a late payment on any debt (e.g. mortgage, car loan, credit card bill) may lead to a consumer being declared in "universal default," which can lead to an increase in fees and interest on all outstanding debts, even those on which the consumer's payments are up to date.

Usury: 1. The practice of lending money and charging the borrower interest, especially at an exorbitant or illegally high rate. 2. An excessive or illegally high rate of interest charged on borrowed money. [Source: URL http://dictionary.reference.com/search?q=usury]

HOW MUCH DOES DEBT COST?
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Although 55 million Americans pay off their credit card balances in full each month, 90 million Americans carry an average of $8000 in debt from month to month. Credit card companies print a required minimum payment on the bill – usually 2-2.5 percent of the outstanding balance. Most Americans do not know what interest rate they are actually paying. Nor are they aware that their interest rate can change in the course of their payment.
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Directions for Figuring the Cost of an Average Debt:

Using the information you find at http://aol1.bankrate.com/aol/calc/MinPayment.asp?nav=cc&page=calc_home figure out how much repaying an $8000 credit card debt will cost at interest rates of 12 percent, 19 percent and 29 percent

a) With only the required minimum monthly payment 
b) With a fixed payment of $250 (leave column for minimum payment blank)
c) With a fixed payment of $500 (leave column for minimum payment blank)
Note: Assume that your minimum payment is calculated at 2 percent. Be sure to choose EITHER "minimum payment" OR "fixed payment" before you click on "calculate."
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Credit Card Repayment Chart

You are an American family determined to pay off your $8000 credit card debt. How long will it take? How much interest will you pay? (Remember: This chart is for debt you already have – it does not include any new debt you might incur during the period of repayment.) Be prepared to discuss your findings.

	INTEREST RATE
	MINIMUM PAYMENT
	FIXED PAYMENT
	NUMBER OF MONTHS TO PAY OFF DEBT
	TOTAL INTEREST PAID ON $8000

	12 percent
	 
	0
	 
	 

	 
	 
	$250
	 
	 

	 
	 
	$500
	 
	 

	19 percent
	 
	0
	 
	 

	 
	 
	$250
	 
	 

	 
	 
	$500
	 
	 

	28 percent
	 
	0
	 
	 

	 
	 
	$250
	 
	 

	 
	 
	$500
	 
	 


Optional: Imagine that you have used a credit card to buy $900 in gifts for friends and family. Using the link below, calculate your repayment schedule.

[URL: http://aol1.bankrate.com/aol/calc/MinPayment.asp?nav=cc&page=calc_home]
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Write a one-paragraph summary of what you believe is good or bad about credit cards. 
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PERSONAL BANKRUPTCY: 
 WHAT DOES IT MEAN?
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Bankruptcy is: "A legal proceeding that relieves you of the responsibility of paying your debts or provides you with protection while attempting to repay your debts. There are two types of bankruptcies: liquidation, in which your debts are wiped out (discharged) and reorganization, in which you provide the court with a plan for how you intend to repay your debts. For both consumers and businesses, liquidation bankruptcy is called Chapter 7. For consumers, reorganization bankruptcy is called Chapter 13. Reorganization bankruptcy for consumers with an extraordinary amount of debt and for businesses is called Chapter 11." 
[Source: URL http://www.bankruptcyinformation.com/]

1-What are the differences between Chapter 7, Chapter 13, and Chapter 11 bankruptcies?

2-What are the differences between dischargeable debts and non-dischargeable debts.

The following Web site makes the search for terms easy.
http://www.nolo.com/lawcenter/dictionary/dictionary_listing.cfm/Term/B23709A5-56E8-4542-8F3E5F2047D40913/alpha/B
