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@ BUILDING BLOCKS STUDENT WORKSHEET

Shopping in Credit City

When you borrow money to buy items (instead of paying cash),
the total cost to own that item can increase.

Instructions
@ Read the scenario below.

e Roll a single die to determine the price you'll pay (principal) for each item.

o Multiply the number on the die by 100 to get the price.

e If youarolla1ora2, you'll be able to pay cash for your purchase. In
Credit City, you can pay cash for items that cost $100 or $200. In this case,
record the price in the appropriate field and move on to the next item.

o If you roll a 3 or higher, you'll have to charge the purchase to your credit
card. To calculate the charge, you'll need to roll the die two more times:

° Roll to determine the interest rate you'll be charged (rate).
»= Multiply the number on the die by 3 to get the interest rate.
° Roll to determine how long you will need to pay this off (time).

» Multiply the number on the die by 4 to get the number of months.

e Use a calculator and apply a simplified interest formula in the tables on
pages 2 and 3 to come up with total loan amounts and monthly payments.

@ Answer the reflection questions.

Scenario

You've just moved into your own apartment in Credit City. Because of your steady
job, you've saved $2,000 and you can purchase some items you've always wanted:
a couch, a big-screen TV, a smart watch, and a queen-size bed. However, in Credit
City, the law says you cannot pay cash for any item that costs $300 or more.
Instead, you'll need to use a credit card to buy those items. You like living in this
city, so you'll need to follow their credit rules. But you're concerned about how
much you may end up paying for these items once interest is factored in.
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ﬁ ltem #1: A new couch

Price (P) $

Interest rate (R) %
Length of the loan (T) Months
Estimated interest you'll pay (=P xR xT) $

Total amount of the loan (P + [) $

Monthly payment (Total loan + # months in the loan) $

ltem #2: A big-screen TV

=
Price (P) $

Interest rate (R) %
Length of the loan (T) Months
Estimated interest you'll pay (I =P xR x T) $

Total amount of the loan (P + I) $

Monthly payment (Total loan + # months in the loan) $

@ ltem #3: A smart watch

Price (P) $
Interest rate (R) %
Length of the loan (T) Months
Estimated interest you'll pay (I =P x Rx T) $
Total amount of the loan (P + I) $
Monthly payment (Total loan + # months in the loan) $
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=_. ltem #4: A queen-size bed

Price (P) $

Interest rate (R) %
Length of the loan (T) Months
Estimated interest you'll pay (I =P xR x T) $

Total amount of the loan (P + 1) $

Monthly payment (Total loan + # months in the loan) $

Reflection questions

1. How much did you end up paying for all four purchases? (Add the cash and
credit totals.)

2. How much interest did you end up paying for any items you bought on your
credit card?

3. How many items were you able to pay cash for? How did this make you feel?

4. How much would you save if you were able to pay cash for all four items instead
of using credit for the purchases?
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5. Imagine you lived in a city where you couldn’t use credit, and you wanted
to pay cash for all purchases. Would you have enough money to buy all four
items? If not, what decisions would you make about what to get now and

what to buy later?

6. What are some pros and cons of using cash or credit cards to buy what
you want or need?
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