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Unit 6: Using Credit Wisely provides students with the 
background and understanding needed to develop 
creditworthiness and make sound credit decisions over 
time. The unit begins with an introduction to what credit 
is and how it impacts them. Students then consider 
when credit should be used and when it ought to be 
avoided. Next, students learn about credit reports and the 
information they include. Students then learn about credit 
scores including what they are based on and how they  
are used. The unit concludes with an exploration  
of various options for paying off debt and avoiding  
debt-related scams. 

When teaching this unit, be sure to consider your students’ 
ages and backgrounds. Since the implementation of the 
Credit Card Accountability Responsibility and Disclosure 

Act of 2009 (or CARD Act), it is harder for individuals under 
the age of 21 to establish credit. In most cases, high 
school age students will be unable to get a loan or credit 
card without the help of a parent, guardian, or other older 
adult. Students are also likely to come from households 
that have an array of opinions on the use of credit.  
Some may avoid using credit altogether while others may 
regularly use (or even abuse) credit. 

Finally, be aware that credit—in particular credit reports— 
can be a sensitive subject in some families. In particular, 
some young victims of identity theft find that their 
information was acquired and used by relatives. This is 
often done out of perceived necessity rather than malice—
particularly when families face foreclosure, the loss  
of utilities, etc.  

Background
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Topics and Resources
Below is a description of the five topics in Unit 6 and the resources that are provided for each topic. 

Topic 1
Understanding 
Credit

Resource Links
Understanding Credit
What is credit and how does it impact you? 

With a complete unit from Next Gen Personal Finance, educators can find lessons, activities, projects, and a 
case study on credit basics, credit cards, and loans. Another lesson from University of Arizona’s Take Charge 
Today focuses on different sources and types of credit. In addition, a video from the Federal Reserve Bank of 
St. Louis shows how credit cards work and the importance of using them responsibly.

Topic 2
Deciding When  
to Use Credit

Self-Paced Module
Deciding When to Use Credit
When should you use credit and when should you avoid it? 
Students explore the question, “Is using credit good or bad?” The module begins with an introduction 
to credit and questions about the students’ own financial goals. Students learn about various forms 
of credit along with both the benefits and tradeoffs of using credit. They learn what questions they 
should ask before using credit.

Resource Links
Deciding When to Use Credit
What credit offer is best? 

With a lesson from the National Endowment for Financial Education’s High School Financial Planning 
Program, students consider when they think it is a good idea to use credit. A video, podcast, and online 
quiz help students understand how to compare credit cards and weigh the benefits and tradeoffs 
associated with borrowing money.

Topic 3
Checking Your 
Credit Report

Family Connection
Helping Children Build Credit: What You Can Do
How does your family use credit? 

This family connection gets families talking about credit use, credit scores, and credit reports with their 
teen. Parents are encouraged to walk their child through a credit card statement, investigate ways for 
their child to build credit, and check their child’s credit report once they turn 16. 

Resource Links
Checking Your Credit Report 
What is a credit report and how do you know what is in yours? 

With a lesson from the National Endowment for Financial Education’s High School Financial Planning 
Program, students learn what is included in a credit report and strategies for developing a positive credit 
history. Additional resources help students explore the credit bureaus and discover how to check a 
person’s credit report.
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Topic 4
Improving Your 
Credit Score

Self-Paced Module
Improving Your Credit Score
How does a lender judge whether or not you will be a good borrower? What can you do to improve 

your credit score? 

Students learn about the importance of having a good credit score. The module begins with students 
reflecting on their personal borrowing habits. They discover that credit scores impact more than just a 
person’s ability to borrow money. Students learn about the factors that influence a person’s credit and 
steps they can take to establish good credit.

Classroom Activity
Who Gets the Loan?
How are credit scores used, and why is having a good one important? 

After discussing what they already know about the loan application process, students consider their 
personal prospects for obtaining credit. Student “loan officers” evaluate the profiles of five individuals 
seeking car loans and make recommendations about which should receive loans.

Topic 5
Managing Debt

Self-Paced Module
Managing Debt
What can you do to pay off debt and avoid scams?  

Students learn strategies for managing debt. The module begins with an introduction to three 
characters and their debt management plans. Students select which plan they think will work best. 
Students then learn about potential consequences of debt and steps people can take to begin dealing 
with debt challenges. Several debt management strategies are explored, and students learn about 
scams they should try to avoid.

Classroom Activity
Snowball or Avalanche? 
How do you develop a plan for paying off debt? 

After discussing reasons people find themselves in debt, students work in small groups to learn about 
two popular debt repayment methods: the snowball and avalanche methods. Students explore two 
scenarios and discuss why individuals might prefer one method over another.
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Topic 2
Deciding When to Use Credit 

Overview
When should you use credit and when should you  
avoid it? In this module, students explore the question, 
“Is using credit good or bad?” The module begins with an 
introduction to credit and questions about the students’ 
own financial goals. Students learn about various forms of 
credit along with both the benefits and tradeoffs of using 
credit. They learn what questions they should ask before 
using credit.  

Key Learning Objectives
Students will be able to:

• identify forms of credit. 

• explain benefits and tradeoffs associated  
with using credit. 

• list factors people should consider before  
using credit. 

Setting the Stage
Before the module, engage students by discussing one  
or more of these questions:

• What forms of credit or borrowing are you familiar 
with such as credit cards, car loans, mortgages, etc.? 

• When do you think people should start using credit? 

• What is an example of a good use of credit?  
A poor one? 

Section-by-Section Educator Tips
• Prepare:

 ○ Setup: The module begins with a short 
animation which clarifies which type of credit 
will be the focus of the module. The question, 
“Is using credit good or bad?” is posed. Invite 
students to answer and share the reason for 
their response. 

 ○ Credit and You: Students are challenged to 
think about how they might use a credit card, 
a student loan, and a home loan. Compare 
student responses. Ask students what 
influenced their responses.

Using the Self-Paced Modules
This section provides strategies for incorporating the self-paced modules into instruction and tips  
for facilitating discussions before, during, and after each module. For a more general overview of 
what self-paced modules are, how they work, and the technology requirements for using them, 
please see the Pathway to Financial Success High School Educator Program Guide. 

https://www.pathwayinschools.com/sites/pathwayinschools.com/files/Educator%20Guides/Discover-Educator_Guide.pdf
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 ○ Show What You Know: The pre-test consists 
of three questions. Students have one 
opportunity to answer each question correctly. 
The correct answer is visible once an answer 
is submitted, and feedback is provided for 
both correct and incorrect answers. If using the 
module in a classroom setting, consider having 
students vote on answers or call on different 
students to provide ideas for each question 
before the students submit their answers.

• Learn:

 ○ Using Credit: Students learn about potential 
uses for credit including large purchases such 
as homes and higher education. Ask students 
if they think some uses of credit are better than 
other in their opinion.

 ○ Potential Credit Risks: Students discover some 
of the potential consequences of using credit 
including loss of collateral and paying more 
in interest and fees. Reinforce the concept of 
collateral with students and make sure students 
know which types of loan use collateral and 
which do not. Discuss how the potential loss of 
one’s collateral can be used as an incentive to 
get people t pay back their debt.  

 ○ Benefits of Using Credit: Through an 
animation, students explore potential benefits 
of using credit such as how a good credit score 
can help people do things like get a job or rent 
an apartment. Challenge students to explain 
why they think people other than lenders (i.e., 
potential employers and landlords) would use 
a person’s credit to make decisions. 

 ○ Use Credit?: Students are given five situations 
and asked to sort each based on whether they 
would use credit, not use credit, or unsure if 
they would use credit or not. Compare student 
responses. Challenge students to explain 
how they would personally weigh the benefits 
against the potential tradeoffs if they found 
themselves in one of these situations. 

 ○ Credit Questions: Students advance through 
a series of cards with questions they should 
ask before using credit including, “What is 
the interest rate?” Ask students what other 
questions they might ask in addition to these. 
What will they do once they get those answers?
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• Reflect:

 ○ Following a short wrap up, students are asked 
to rank how strongly they agree or disagree 
with the following statement: I understand 
the benefits and risks of using credit. Did 
more students agree with the statement after 
completing the module than before? If students 
still disagree at the end, ask them what they 
still need to know in order to agree with  
the statement.

• Challenge:

 ○ There are five post-module challenge 
questions. Students are encouraged to review 
the information in each section, if needed, 
before beginning the challenge. 

 ○ Students will encounter a variety of question 
types including matching, multiple choice, 
classification, and fill in the blank.

 ○ For each question, students have two 
opportunities to answer correctly. Full credit 
is given for correct answers on the first try. If 
students answer incorrectly, they are given an 
opportunity to try again or skip and continue 
to the next question. No additional points are 

given to students who either do not retry the 
question or retry the question and still answer 
incorrectly. Partial credit is given for students 
who correctly answer a portion of a multi-part 
question or who give the correct answer on a 
second try. The total number of available points 
in this module’s challenge section is 50.

Extending the Module
Once students complete the module, consider one or 
more of these extension activities: 

• Challenge students to consider their financial 
futures. When do they expect they will first need 
to access credit? For what purpose do they plan to 
use it? Can they achieve their financial goals in life 
without using credit? 

• The federal government requires some student loan 
borrowers to complete a short online counseling 
program when they take on a loan and also when 
they graduate or leave school. Pose the question, 
“Should borrowers for all types of loans be required 
to receive counseling before getting a loan?” to 
your students. Divide the class and invite groups  
to take and argue opposing viewpoints.

• Encourage students to discuss credit with their 
families. The Helping Children Build Credit: What 
You Can Do Family Connection can be used as a 
springboard for conversations.

• Invite students to take the Are You Ready for Your 
First Credit Card quiz from TransUnion to help them 
consider the factors they should keep in mind 
before getting their first card.

Standards Correlation
The following standards from the Council on Economic 
Education’s National Standards in Financial Literacy are 
addressed in this self-paced module:

• IV. Using Credit: Consumers can compare the cost 
of credit using the annual percentage rate (APR), 
initial fees charged, and fees charged for late 
payment or missed payments. 

• IV. Using Credit: Banks and financial institutions 

https://studentloans.gov/myDirectLoan/entranceCounseling.action?execution=e1s1
https://studentloans.gov/myDirectLoan/entranceCounseling.action?execution=e1s1
https://www.pathwayinschools.com/sites/pathwayinschools.com/files/documents/Unit%206_Topic%203_Checking%20Your%20Credit%20Report_Family%20Connector.pdf
https://www.pathwayinschools.com/sites/pathwayinschools.com/files/documents/Unit%206_Topic%203_Checking%20Your%20Credit%20Report_Family%20Connector.pdf
https://www.transunion.com/blog/credit-advice/quiz-are-you-ready-for-your-first-credit-card
https://www.transunion.com/blog/credit-advice/quiz-are-you-ready-for-your-first-credit-card
https://www.councilforeconed.org/wp/wp-content/uploads/2013/02/national-standards-for-financial-literacy.pdf
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sometimes compete by offering credit at low 
introductory rates, which increase after a set period 
of time or when the borrower misses a payment or 
makes a late payment. 

• IV. Using Credit: Consumers who use credit should 
be aware of laws that are in place to protect 
them. These include requirements to provide full 
disclosure of credit terms such as APR and fees, 
as well as protection against discrimination and 
abusive marketing or collection practices.
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Topic 4
Improving Your Credit Score

Overview
How does a lender judge whether or not you will be a 
good borrower? What can you do to improve your credit 
score? In this module, students learn about the importance 
of having a good credit score. The module begins with 
students reflecting on their personal borrowing habits. 
They discover that credit scores impact more than just a 
person’s ability to borrow money. Students learn about 
the factors that influence a person’s credit and steps they 
can take to establish good credit.  

Key Learning Objectives
Students will be able to:

• explain what factors influence a person’s credit score. 

• develop a plan to build good credit. 

• describe the impact poor credit can have on  
an individual. 

Setting the Stage
Before the module, engage students by discussing one  
or more of these questions:

• What factors would influence your decision to let  
a friend or relative borrow money? 

• Do you consider yourself to be a reliable borrower? 
Why or why not?

• Have you ever heard of a credit score? What do you 
know about how credit scores work and what they 
are used for? 

Section-by-Section Educator Tips
• Prepare:

 ○ Setup: The module begins by letting students 
know that a credit score is an indication of a 
person’s borrowing habits. They find out that 
only adults should have credit scores but that 
their habits as a teen can impact their future 
score. Challenge students to identify current 
habits they might have which could impact 
their future credit score. 

 ○ What Kind of Borrower Are You?: Students are 
asked a series of questions about their current 
habits. Based on their responses, they are 
classified as either a Trustworthy Borrower, 
Unpredictable Borrower, or Unreliable 
Borrower. Compare student results and ask 
students if they feel the description accurately 
reflects their borrowing habits. 

 ○ Show What You Know: The pre-test consists 
of three questions. Students have one 
opportunity to answer each question correctly. 
The correct answer is visible once an answer 
is submitted, and feedback is provided for 
both correct and incorrect answers. If using the 
module in a classroom setting, consider having 
students vote on answers or call on different 
students to provide ideas for each question 
before the students submit their answers.
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think most people realize the ongoing impact 
having a poor credit score can have on their 
finances. Challenge students to consider what 
could be done to make credit scores and their 
impact more understood by consumers. 

 ○ Credit Tips for Young People: In this section, 
students learn ways to improve a person’s 
credit including automating payments and 
using a secured credit card. With two of 
the options (becoming an authorized user 
and automating payments), tradeoffs are 
presented. Ask students how they would weigh 
the potential benefits with these tradeoffs or 
considerations. 

 ○ Your Credit Plans: Students sort things they can 
do into two categories: improve or try. Challenge 
students to consider what steps they will need 
to take in order to improve the things they 
selected.  For example, how might they do a 
better job of keeping track of items they borrow? 

• Reflect:

 ○ Following a short wrap up, students are asked 
to rank how strongly they agree or disagree with 
the following statement: I know what it takes 
to have a good credit score. Did more students 
agree with the statement after completing the 
module than before? If students still disagree at 
the end, ask them what they still need to know 
in order to agree with the statement.

• Challenge:

 ○ There are five post-module challenge 
questions. Students are encouraged to review 

• Learn:

 ○ Understanding Credit Scores: Through a short 
video, students learn about the three main 
credit reporting agencies, that credit scores 
are based on information in a person’s credit 
reports, that higher scores are better, and 
that credit scores can be used my more than 
just lenders.  Invite students to retell what 
they learned in the video to a partner. What 
information was new to them and what did they 
already know? 

 ○ What Makes a Credit Score: Students explore  
a circle graph showing the factors that 
contribute to a person’s credit score and the 
weight each has. Discuss why students might 
think payment history and the amount a person 
owes count more than credit mix and new 
credit. Ask students why they think length of 
credit history matters. 

 ○ Credit Pays Off: Students meet Makayla and 
Caleb. They discover the impact having a worse 
credit score has on Caleb. Ask students if they 
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the information in each section, if needed, 
before beginning the challenge. 

 ○ Students will encounter a variety of question 
types including matching, multiple choice, 
classification, drop down, and fill in the blank. 

 ○ For each question, students have two 
opportunities to answer correctly. Full credit 
is given for correct answers on the first try. If 
students answer incorrectly, they are given an 
opportunity to try again or skip and continue 
to the next question. No additional points are 
given to students who either do not retry the 
question or retry the question and still answer 
incorrectly. Partial credit is given for students 
who correctly answer a portion of a multi-part 
question or who give the correct answer on a 
second try. The total number of available points 
in this module’s post-test is 60. 

Extending the Module
Once students complete the module, consider one  
or more of these extension activities: 

• Use the Who Gets the Loan? Classroom  
Activity in which students evaluate the profiles  

of five individuals seeking car loans and  
make recommendations about which should 
receive loans.

• Invite students to try a credit score simulator such 
as those available from FICO, CreditKarma, or 
TransUnion and/or use more than one and compare 
what they found. 

• Challenge students to research the similarities 
and differences between the FICO Score and the 
Vantage Score. 

• Information on average credit scores by age, 
state, and other factors is available online. Invite 
students to compare the average credit score 
of people in your state to those in others. What 
conclusions can they draw from this information 
and other credit statistics?  

Standards Correlation
The following standards from the Council on Economic 
Education’s National Standards in Financial Literacy are 
addressed in this self-paced module:

• IV Using Credit: Lenders make credit decisions 
based in part on consumer payment history. Credit 
bureaus record borrowers’ credit and payment 
histories and provide that information to lenders  
in credit reports.  

• IV Using Credit: Lenders can pay to receive  
a borrower’s credit score from a credit bureau.  
A credit score is a number based on information in 
a credit report and assesses a person’s credit risk.

• IV Using Credit: In addition to assessing a 
person’s credit risk, credit reports and scores may 
be requested and used by employers in hiring 
decisions, landlords in deciding whether to rent 
apartments, and insurance companies in charging 
premiums.

• IV Using Credit: Lenders charge different interest 
rates based on the risk of nonpayment by 
borrowers. The higher the risk of nonpayment, the 
higher the interest rate charged. The lower the risk 
of nonpayment, the lower the interest rate charged.

 

https://www.pathwayinschools.com/sites/pathwayinschools.com/files/documents/Unit%206_Topic%204_Improving%20Your%20Credit%20Score_ClassroomActivity.pdf
https://www.pathwayinschools.com/sites/pathwayinschools.com/files/documents/Unit%206_Topic%204_Improving%20Your%20Credit%20Score_ClassroomActivity.pdf
https://www.myfico.com/free-credit-score-range-estimator/
https://www.creditkarma.com/tools/credit-score-simulator/
https://www.transunion.com/product/credit-score-simulator
https://www.myfico.com/credit-education/credit-scores/
https://your.vantagescore.com/understand
https://www.councilforeconed.org/wp/wp-content/uploads/2013/02/national-standards-for-financial-literacy.pdf
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Topic 5
Managing Debt

Overview
What can you do to pay off debt and avoid scams? In this 
module, students learn strategies for managing debt. The 
module begins with an introduction to three characters 
and their debt management plans. Students select which 
plan they think will work best. Students then learn about 
potential consequences of debt and steps people can 
take to begin dealing with debt challenges. Several debt 
management strategies are explored, and students learn 
about scams they should try to avoid.

Key Learning Objectives

Students will be able to:

• explain strategies people can use to pay off debt. 

• give examples of debt-repayment scams. 

• describe what can happen to people who 
accumulate too much debt or fail to repay it.

Setting the Stage
Before the module, engage students by discussing one or 
more of these questions:

• How much debt do you think it is okay to have? 

• Are some debts better to have than others?

• How would you know if you’ve accumulated too 
much debt? 

Section-by-Section Educator Tips
• Prepare:

 ○ Setup: The module begins with the situations 
of three characters: Carlos, Alexis, and Omar. 
All three want to pay off debt they have on 
multiple credit accounts. Each person has 
a different approach. Make sure students 
understand what the introduction is explaining. 
If needed, reinforce the meaning of key 
vocabulary including lower balance, highest 
interest rate, and minimum monthly payment. 

 ○ Best Strategy: Students are asked to decide 
which character’s strategy is best. As they will 
come to learn in the module, each approach 
has benefits and tradeoffs which they will come 
to understand more as they progress through 
the module. For now, compare and discuss 
student responses and their rationales.

 ○ Show What You Know: The pre-test consists 
of three questions. Students have one 
opportunity to answer each question correctly. 
The correct answer is visible once an answer 
is submitted, and feedback is provided for 
both correct and incorrect answers. If using the 
module in a classroom setting, consider having 
students vote on answers or call on different 
students to provide ideas for each question 
before the students submit their answers.
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 ○ Debt Repayment Strategies: Through an 
animation, students learn about two methods 
of paying down debt: the avalanche and 
snowball methods. Provide students with 
several examples to reinforce the concept. 
Each example should offer two or more debts 
with different interest rates and balances.  

 ○ More Methods to Handle Debt: Additional 
ways to deal with debt are explained including 
balance transfers and debt consolidation.  
Poll students to see if they have ever heard 
of any of these methods. Challenge students 
to consider at what point they would need to 
be at financially to seek assistance with their 
debt. Invite students to consider whether 
understanding options for handling debt might 
make them more likely to avoid it in the  
first place. 

 ○ Avoiding Scams: Students flip a set of cards 
to explore four signs of debt reduction scams. 
Ask students if they have ever seen or heard 
an ad that promises to erase a person’s debts. 
Remind them that when an advertisement 
makes claims that seem too good to be true, 
they often are.  

• Learn:

 ○ Consequences of Debt: Students advance 
through a series of images and learn about 
potential consequences of debt like increased 
stress, having wages garnished, and losing 
collateral.  Challenge students to consider 
which of these consequences are more 
immediate and/or universal than others. 

 ○ Paying Down Debt: Students learn steps they 
can take to pay down debt. The steps begin 
with simple strategies such as making sure 
you know all of the debts you have, current 
balances, and the interest owed. Students are 
also encouraged to create a budget and set 
a goal for reducing debt. Ask students which 
step they believe would be most challenging 
to accomplish. For many it might be the step in 
which they stop adding to their debt. Discuss 
ways that people can make this happen.  
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• Reflect:

 ○ Following a short wrap up, students are 
asked to rank how strongly they agree or 
disagree with the following statement: I can 
explain different ways to manage debt. Did 
more students agree with the statement after 
completing the module than before? If students 
still disagree at the end, ask them what they 
still need to know in order to agree with  
the statement.

• Challenge:

 ○ There are five post-module challenge 
questions. Students are encouraged to review 
the information in each section, if needed, 
before beginning the challenge. 

 ○ Students will encounter a variety of question 
types including classification, fill in the blank, 
multiple choice, and matching.

 ○ For each question, students have two 
opportunities to answer correctly. Full credit 
is given for correct answers on the first try. If 
students answer incorrectly, they are given an 
opportunity to try again or skip and continue 
to the next question. No additional points are 
given to students who either do not retry the 
question or retry the question and still answer 
incorrectly. Partial credit is given for students 
who correctly answer a portion of a multi-part 
question or who give the correct answer on a 
second try. The total number of available points 
in this module’s post-test is 70. 

Extending the Module
Once students complete the module, consider one or 
more of these extension activities: 

• Use the Snowball or Avalanche? Classroom Activity 
to further explore the differences between the two 
strategies.  

• Reach out to a local nonprofit credit counseling 
agency such as those affiliated with the National 
Foundation for Credit Counseling, and request that 
a credit counselor speak to your class.  

• Invite students to watch the PBS Two Cents video, 
Hacking Your Brain to Get Out Of Debt. This video 
shows why most people prefer the snowball 
method over the avalanche method of debt 
repayment. 

• Direct students to consider the role the government 
plays in a person’s ability to establish credit 
and accumulate debt. Challenge students to 
develop an argument for limiting or expanding the 
government’s role.

• Dealing with debt can affect a person’s mental and 
physical health. In extreme cases, people have 
been known to commit suicide rather than deal 
with their financial issues. Share this article from 
the Aspen Institute with students and facilitate 

https://www.pathwayinschools.com/sites/pathwayinschools.com/files/documents/Discover-Classroom_Activities-Unit6-B.pdf
https://www.nfcc.org/
https://www.nfcc.org/
https://www.pbs.org/video/hacking-your-brain-to-get-out-of-debt-6kyrbi/
https://www.aspeninstitute.org/blog-posts/hidden-costs-of-consumer-debt/
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a discussion about the impact debt can have on 
individuals. Challenge student to consider ways 
they can be proactive and avoid these problems  
for themselves as adults. 

Standards Correlation
The following standard from the Council on Economic 
Education’s National Standards in Financial Literacy are 
addressed in this self-paced module:

• IV. Using Credit: Failure to repay a loan has 
significant consequences for borrowers such as 
negative entries on their credit report, repossession 
of property (collateral), garnishment of wages, and 
the inability to obtain loans in the future. 

• IV. Using Credit: Consumers who have difficulty 
repaying debt can seek assistance through credit 
counseling services and by negotiating directly 
with creditors.

• IV. Using Credit: In extreme cases, bankruptcy 
may be an option for consumers who are unable 
to repay debt. Although bankruptcy provides 
some benefits, filing for bankruptcy also entails 
considerable costs, including having notice of the 
bankruptcy appear on a consumer’s credit report 
for up to 10 years.

https://www.councilforeconed.org/wp/wp-content/uploads/2013/02/national-standards-for-financial-literacy.pdf
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Authorized User  
A person who has permission to use someone else’s credit 
card but isn’t the one who must pay the bill

Automatic Bill Pay  
When a consumer sets up a bill payment to be made 
automatically on a given date from a bank account or 
credit card

Bankruptcy 
A legal term for when a person or business cannot repay 
its outstanding debts

Collateral 
Something of value pledged by a borrower to be given to 
the lender should the borrower fail to repay a loan

Co-signer  
Someone who has to pay a debt if the primary user does 
not pay

Credit Card 
A card issued by a financial institution that gives 
the holder access to credit for purchases and other 
transactions

Credit Reporting Agencies 
A business that researches and collects information about 
people’s credit histories

Credit Report 
A record of a person’s credit history that includes 
information about his or her identity, existing credit, 
public record, as well as inquiries about his or her  
credit history

Credit Score 
A number calculated by a credit monitoring agency and 
assigned to a person that reflects the person's history of 
borrowing money and paying back loans

Secured Credit Card 
A credit card in which the borrower makes a security 
deposit up front to lower the risk of lending to him or her

Credit Builder Loan 
A “locked” savings account into which a person deposits 
money over a set period of time—usually 6 to 24 months—
in exchange for the payments being reported to the credit 
bureaus. The money is returned when the person is done

Debt 
Something, typically money, that is owed or due

Down Payment 
A portion of the purchase price paid in cash when the rest 
is paid with borrowed money

Interest  
Money paid at a specified rate for money that is borrowed, 
deposited in a bank, or owed to a lender

Interest Rate 
The amount of interest being paid or charged; generally 
expressed as a percent

Loan 
Money that is borrowed and must be paid back with 
interest.

Principal 
A sum of money originally invested or borrowed

Wage Garnishment 
A legal procedure by which a person’s earnings are 
withheld to repay a creditor

Key Terms


