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Q & A

Your questions will be addressed after the presentation.  

Use the Chat Box at the bottom of your Zoom screen to ask questions.

If you dialed in, email your questions to events@cwny.org



Help us learn what geographic areas we are reaching 

with our financial literacy series.

Click the link in the chat box.

If you dialed in, email your zip code to events@cwny.org



FEMALE FINANCIAL FREEDOM

CONSUMER CREDIT: GOOD OR BAD     

FOR FINANCIAL FREEDOM?



Consumer Credit Defined

The word “credit” has many meanings. In the world of 

finance, credit is defined as “an arrangement to receive 

cash, goods or services now and pay for them in the 

future”  Consumer credit refers to the “use of credit for 

personal needs” (Focus on Personal Finance, Kapoor, 

Sixth Edition). Consumer credit does not include home 

mortgage loans or loans for business purposes.



Types of Consumer Credit

Consumer credit includes credit cards and personal 

loans. Credit cards may be issued by banks or by 

merchandisers such as department stores and other 

retailers. Personal loans are most often obtained from 

banks and may or may not be held against other 

accounts at the bank (secured vs. unsecured). Lines of 

credit from checking accounts are also included.



Two types of Credit

Consumer credit can be “closed end” or “open end”.  

Closed end credit runs for a specific time frame and then 

it is paid off, and is usually for the purchase of a specific 

item, such as an auto loan or an installment loan for 

furniture. Open end credit, on the other hand, is a line of 

credit availabe for mutiple purchases at various types of 

places, up to one’s credit limit.



Interest

All types of consumer credit involve the payment of interest. 

Interest is the sometimes the factor in credit that consumers 

think about least, but it is the factor that can make the use of 

credit very costly if not understood properly and used 

carefully. Interest is defined as “a periodic charge for the use 

of credit” (Kapoor, Sixth edition). This simple definition belies 

the complex problems that high interest can cause.



Credit Card Interest

Most credit cards do not charge interest if the total balance 

on a credit card is paid within within thirty days. For 

example, if one makes a purchase for $25 on July 4, and 

then receives a bill that is due Aug. 1, and then pays the 

entire $25 before Aug. 1, there will be no interest charge, 

and the card balance will return to zero. Interest charges 

on statements are often referred to as “finance charges.”



Reading a Credit Card Statement

Most people who have credit cards tend to carry balances 

on them. This is a typical situation and will not cause a 

consumer problems unless payments are made late or 

card balances outstanding are too high. However, in 

actually looking at a monthly statement, a consumer may 

realize the card may not be the great deal it seems to be.



Typical 

Billing 

Statement



Typical Billing Statement

The billing statement on the previous page contains a lot of 

information. When one opens up a billing statement, 

usually one will look at the current amount due that must 

be paid, the date that it is due, and maybe not much else. 

But it is interesting to see where the numbers on this 

statement come from and what they mean to the 

consumer.



Reading the Statement

This sample statement is from Kohl’s department store. As we 

had discussed in last month’s webinar, department store cards 

are fairly easy to qualify for and are a good start in early credit 

building. However, some pitfalls can be seen right on this 

statement, including a high interest rate (in this case 25.99%), 

possible late charges (on which interest may accrue if balances 

are continued), and a statement about minimum payment 

warning.



Reading the Statement (continued)

The high interest rate of 25.99 % is typical of store cards and 

has nothing to do with the consumer’s credit score. With this 

type of card, there is no “preferential rate”.The same high 

interest is applicable to all cardholders. The rate applies to the 

outstanding balance on a monthly basis. On this statement, we 

see that the monthly interest (finance charge) was $37.12. The 

minimum payment due is seen to be $54.00



Doing the Math

In this case, the minimum payment of $54.00 would 

cover the $37.12 interest charge, leaving only $16.88 

to be applied toward the total outstanding balance of 

$1,880.97. Additionally, if the payment was made even 

one day late (after 11/4), a $38 late fee would apply, 

causing the outstanding balance to increase instead of 

decrease, even though no new purchases were made.



Reading the Warnings

Many consumers may find statements difficult to 

read or confusing. Much of the information 

contained on the statement has been required over 

the years to increase consumer protection and for 

consumers to better understand the financial 

implications of the cards.



Reading the Warnings

The sample statement includes two important warnings: a 

warning about the late payment charge, and a warning about 

the minimum payment. The warning about the minimum 

payment is an eye opener. If one made only the minimum 

payment on this card, it would take ten years to pay in full. 

Additionally, the consumer would be paying $4,156.00 for items 

that were originally purchased for less that $1,880.97. That is 

more than double the purchase price! 



Reading the Warnings

The Minimum Payment Warning  also shows that if a $70.00 

payment was made instead of the minimum $54.00 payment, 

the time frame for full payment would be reduced to three 

years. The total balance paid would then be $2,524.00.  Even 

this is significantly higher than the initial purchase price, and 

would eliminate the benefit of any sales price or discount the 

consumer may have received at purchase.  



Benefits of Credit Cards

Credit cards of all types, whether from department stores 

or banks, allow consumers to make purchases and do 

things they may not have been able to do with cash on 

hand. This is one of the reasons that credit is an important 

part of the economy, as it significantly extends the 

capability of consumers to purchase goods and services. 



Drawbacks of Credit Cards

One of the biggest drawbacks of credit cards is that many 

times consumers can get in beyond their means, 

particularly as the average person has more than one card 

available for use. If one’s financial circumstances change, 

or if employment is lost, it may be difficult to make the 

credit card payments. This will cause financial stress and 

possible damage to credit scores.



Credit Cards: Good and Bad

In the final analysis, there is no answer to whether 

consumer credit is good or bad for financial freedom.  

Certainly the use of credit gives one the opportunity to 

have make better purchases or have a higher standard of 

living, but in the end one must be capable of handling the 

payments and keeping balances in line.



More to Come

Thank you for attending. Next month we will address a 

related topic: Credit Scores: Mysterious but Important!



Thank You!

Kathy Carroll



Resources

Credit Cards - Consumer Financial Protection Bureau 
https://www.consumerfinance.gov/consumer-tools/credit-cards/

Credit Management - Investor.gov - U.S. Securities and Exchange Commission 
https://www.investor.gov/additional-resources/information/youth/teachers-classroom-resources/credit-

management

Credit Cards 101 - Nerd Wallet 
https://www.nerdwallet.com/article/credit-cards/credit-cards-101

11 Things to Know Before Getting Your First Credit Card - Nerd Wallet 
https://www.nerdwallet.com/article/credit-cards/things-to-know-first-credit-card

Credit Card Overview, Advantages and Disadvantages over a Debit Card - Corporate Finance Institute 
https://corporatefinanceinstitute.com/resources/knowledge/other/credit-card/

Credit Card Definition - Investopedia 
https://www.investopedia.com/terms/c/creditcard.asp

https://www.consumerfinance.gov/consumer-tools/credit-cards/
https://www.investor.gov/additional-resources/information/youth/teachers-classroom-resources/credit-management
https://www.investor.gov/additional-resources/information/youth/teachers-classroom-resources/credit-management
https://www.nerdwallet.com/article/credit-cards/credit-cards-101
https://www.nerdwallet.com/article/credit-cards/things-to-know-first-credit-card
https://corporatefinanceinstitute.com/resources/knowledge/other/credit-card/
https://www.investopedia.com/terms/c/creditcard.asp


JOIN US

BECOME A MEMBER

https://www.cwny.org/membership

DONATE

https://www.cwny.org/donations

https://www.cwny.org/membership
https://www.cwny.org/donations


Cwny.org

Queens Borough Hall
120-55 Queens Boulevard

Room 325
Kew Gardens, NY 11424

(718) 793-0672

Fort Totten Park
207 Totten Avenue
Bayside, NY 11359

(718) 229-0020

info@cwny.org

CONTACT US

mailto:info@cwny.org


FOLLOW US

Facebook

Facebook.com/centerwomenny

Twitter

@centerwomenNY

Instagram

@centerwomenny

YouTube

Center for the Women of New York

Our Podcast

Anchor.fm/centerwomenny
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