PRACTICAL MONEY GUIDES

Credit Card
Basics
What you need to know about managing your credit card.

The Convenience of Credit

Choose Wisely

Credit cards can be powerful financial tools for you
and your family, and as with all financial products, they
need to be used carefully. A credit card is a powerful
payment option that allows you to purchase necessary
items now and pay later.

The best way to maximize the benefits of credit cards
is to understand your financial lifestyle—what you
need, what you want and how much money you spend.
Begin your search for a credit card by determining
key factors like how often you’ll use it, and make sure
you know the terms of the credit card in the following
areas:

Advantages to Using a Credit Card:
• B
 eing able to buy needed items immediately and earn
rewards for purchases.
• C
 redit cards can also offer more security than other
options, as they protect from fraud and eliminate the
need to carry large amounts of cash.
With These Advantages Come Responsibilities
Using a credit card is like taking out a loan. If you don’t pay
your card balance in full each month, you’ll start paying
interest on that loan.
• Credit cards have to be managed wisely in order for you
to avoid paying interest and accruing debt.
• Understand all terms and conditions.
• S
 tay on top of payments and realize the true cost of
purchases made with credit.
• Maximize the benefits of credit while minimizing the
risks to become a responsible credit card owner.

• Annual Percentage Rates (APRs) and whether rates are
fixed or variable
• Annual, late and overdraft-limit fees
• Credit limit on account
• Grace periods before interest begins accruing
• Rewards including airline miles or cash back
Many banks offer lucrative travel rewards
deals if you are willing to pay an annual credit
card fee.

Use Your Credit Card Responsibly

Except in case of emergency, you should use your credit
card the way you would use a debit card. Don’t charge
purchases that you can’t afford to pay for. You should
keep track of your spending and ensure you can make
your payments on time. Missed payments and compound
interest can lead to debt, so manage your spending and
make payments on time.
Secured cards can be a good option for those
who don’t qualify for unsecured credit cards.
They limit the credit line to an initial cash
deposit carried on the card.

Understand Your Rights

The True Cost of Credit

Debt Management Resources

Credit card holders are entitled to protections. Zero
liability means you are not responsible for fraudulent
charges when you report them promptly. In some
cases, you have the right to dispute purchases with
merchants for unsatisfactory products or services.
If you see fraudulent activity on your card or need
to dispute a charge, call your financial institution
immediately.

If you don’t pay off your credit card balance every
month, the interest that adds up could mean you’ll be
paying more than you planned. See how much extra
you might pay on a $1,000 credit card purchase with
varying interest rates.

There’s help available when you’re struggling financially.
If you think you’re falling behind in payments, credit
counseling resources are available at little or no cost.

Write It Out
Do you have a clear idea of how much debt you have?
Many people may avoid thinking about their debt load
because it causes stress. Learn to cope with debt by
paying it off strategically.
• Start by making a list of everything you owe, whether it’s
a mortgage, a credit card or student loans.
• Focus on paying off the most urgent debts—loans with
the highest interest rates cause the greatest financial
impact if you don’t pay them off.
• Cut back on other spending so you can pay off debt
faster. It will save you money in interest and allow you to
focus on other financial goals.

Total Purchase Amount
The balance due on your
credit card

Credit Card APR
The annual interest rate on
your credit card

Monthly Payment
The minimum monthly
payment

Number of Months
to Pay Off Purchase
Amount*

$1,000

$1,000

$1,000

10%

15%

25%

$40

$40

$40

29

31

36

Credit Counselling Society of Canada
1-888-527-8999
www.nomoredebts.org

Budgeting Basics
Credit History
Credit Card Basics

Total Finance Charge
$126.02

$206.50

$427.22

Debit Card Basics
Identity Theft
Prepaid Card Basics

Total Cost
The final amount you will
pay for your purchase

Credit Counselling Canada/Conseil De Credit
Du Canada
1-866-398-5999
www.creditcounsellingcanada.ca

This guide is one of a series on Practical Money Skills.

Time it will take to pay off
the balance

The total amount of money
you will pay in interest
alone

Credit Canada
1-416-228-DEBT(3328) or 1-800-267-2272
www.creditcanada.com

$1,126.02

$1,206.50

$1,427.22

*In general, this assumes that your account has no new charges and that your
Annual Percentage Rate does not change.
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