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Flnericing Purcrnase
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> Triree wavs to finance currern

— Morey frorn savings

— Present earnings

— Borrow agalnst fuilre incorne
° Trade offs are Involved in using ci
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recllt Considerartions

pefore you use credit for a major
ourcnase, sy yo Urself sorme cuestions:
— Could | pay casn or rmeauwe a down payrnent?
— Do | want to use savings for inis purcnase?

— Does purcnase it wiin rmy goals and oudget?

— Could | use tne credit I'll neead In sorne petter
Wely?
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— Can | postporne this purcnase?
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ooxpommg s ourr nase?
- What are tne dollar and psyc HOJOJ]L:II

costs of using credit for inls purcrase
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HED]IT CONSIDERATIONS

CREDIT CAN SERVE Us — BUT — [T CAN
ALS0O MASTER US AND TrE CHOICE |5
OUKS. [T DEPENDS UPON FOW WE USE
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Advaritages of Credit
> Convenlert

Esiaolisn a JOOFJ credit ratinc

> May get oetier service

°> A meinod of forced savings
°> A way to iricrease net wortrn

r

> IT used wisely a nedde against inflatior



Advaritages of Consurner Credit

> Current use of goods and services

> Use for finaricial ermergericies
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> Can tare advaniage of float ime
° l\/lrl/ J@E repaies, airline miles or oiner

> Dermonsirates financial stapility

> Simplifies record kKeepingy
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> Credit cost morney

> Terngtation to overspernd

> Ties up future Incorne

> Possiole financial difficuliies

°> Potentlal loss of mercnandise due t
Of norn-peyrmernt
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Encolrages irmoulse ouying
Valy callse Yol o pe a ool plarnner
[r

Vzly cause rmearriage groolems

Viercnancdise may cost rmore — 0y not
snopping arourd

ost cards
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Loss of privacy



Mezsuring Your Credit Capzacity
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— What do |
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fake out a loan, ask yourself,..

(

ar | afford tne loan?

plan to give up In order to malke tnis

efore Cos]gn]ng e loarn consider...

on coesn’t Orl/ /ou will nave to.

ct your credu report.

— Request that a copy of overdue paymernt notices pe
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2 5 C's of Credt
Creditors look for tne 5 C's wnen evaluating ar

aoplicant for credit:

— Characier — Do you pay oills or tirmne?
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J,Lpa_c]'ty — Can you repay ine loan?
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oltel — Wniait are your assets and net worin?

— (‘olla"rer?ll — Whnat do you nave of value tnat ine
lencler can taue If you don't repay?

— Conditions — Wnat econornic conditions could affect

~

your repayrrent of the loan?



rlow Mucrn Credit Carn Youl

Afford?

> No two farnilies spend
sarne way.,
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Ir rroney the

> No nard and fast rules,

> Flyae Guldeas



> 20% of disposal incorme
— No more than 20% of disposal income for
deot payrent excluding nome morigage.
— ELarmnple: f'“2 000 per rnonin take nome gay
(924,000 per year) = .20 £ $2,000 = 3400
per montn or $4,800 ger year.
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> 10% of after tax Incorme over @ 18
rrorntr period.

—

Earmnple:

A.10=

S22 000 = 12 rnorntns incorrne
512 000 = 6§ rmortns Incorre

536,000 = 18 rmontns incorne
©360 per rmonth of deyt.
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> One rmonin’s tare norne pay

Frarnple: If take hore pay Is $2,000 per
rnoriin lirnit the total armount you owe or)
credit account minus auto and nouse

payrnents to $2,000 &t any time.
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L/3 of Discretionary incorrne

— Don't use rmore tnan one Emrrl of your yearly
ciscretio onary Incorne for credit. Discretionzary
Incorne s what you nave left after paying el

IS W Je

YOur re (esser/ COSIS, suchn as nousing, food,
clotning, transporiatior, eic

— EXarmnple: Fe e norne pay 52 ,000 minus
pasic IJerU st $18,000 = 6,0 OO cividled by 3
= $2,000,
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— Incorne
— Moninly spending (including savings,
ernergency fund and irregular expenses)



> Notlfy creditors If you can'’t rmare &
pcl/mdeL
> Degi collecton praciices require tnei;
— T a degt collector calls you, witnin five days
triey rmust senc you a written notice of
ernount owed.
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— {ou can dispute tne deot.

— Tne degt collector nas 30 da
clept.



Reasons for Indegtaedness

> Ermnotional problems sucn as tne need for instant
gratification.
> Tne Use of rmoney to gunisr.
X

> Th pectation of instant corrfort arnong
oL ples WMo overuse tne installment olan.
> eeplng Up wiin tre Joneses,
® OvermduUe ce of childrer.
> Lacy of cornrmunication ?lmong farnily rmermnpers.

> The arnount of finance charges is too high.
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Werning Signs of Degt Proolerns

> Paving only tne minirmurn oalance eacr rmonir.

> Inicreasing tne total palance due ezcn rmorin.

> Missing or alternating payrmenis or paying laie,

> Intentionally using overdraft protection or taxing
frequert casn acdvances.,

> Using savings to pay routine pills sucr as food.

> Getting second or inird payment noiices

> Not talring to your pariner apout rmoney or
talking only apout rmorney.

°> Deper Jrlmg o overiime to rmeet rouine
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Werning Signs of Degt Proolerns

> Using up your savings.
> Borrowing rnoriey to pay old depts,
o I\Jo”r Knovv]ng Now mllf"ﬂ you OwWe.

° Be JJ rlernerl rrerIJL d,le to @ credjz regort
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cerf't rlHOrfJ tnerr movv,
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urchase;, talic witr) /our rec Jlura Or

seer nelp frorm a non-profit credit counseling

— Malke an appolriirment.

— Businesses pay for Iis operaiion,
— Provides education apout credit.
— Provides nelo witn spending plarn.

— Provides degt counseling service for triose witr
serious financial proolerns.
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Alternailve Counseling Services
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> Unilversiiles, county exiension agerts,

credit unlons, and military bases,

> MasterCard’s “In the Red” prochure nas
aclvice and resources for meanaging ceot.
Call 1-800-633-1185 for a free copy.



Declaring Personal Bangrupicy
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Personzl b?lnkrllptcy rafe Is ine nignest It

l r -~ r r\r
nas ever peer
parrupicy was designed as a last resort

out nas pecorne an “acceptaple” ool of
credit marnagernernt.
Trne 1999 Banrrupicy Re
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sangrupicy: Tne Last Resor

>

Crniapter 1
— Plan to pay a gorilon of your deot,

— Trusiee disiriputes rmoney to your creditors.
— Can reep most of your property,

— Must niawve a regular incorre,
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uornit a petliion and pay a fee,
avvyers Crzarge aporos ’LSOO including court
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After Banerupicy You No |

Longer



After Bangrupicy You Stll Meay
Owe

° Taxes and fines
> Cnild support & alirmorny

> College loans & Co-signier opligations
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> |llaqgal depts
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