Honors Algebra 2
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Due Date _____________________

Overview: 
The application of interest theory is important in assessing your financial situation and planning for your future.  For this project, you will compare credit card offers, and research the overall impact credit cards have on your credit worthiness.

Background:

There has been a mix up with your student loan for college, and it will take approximately six months to straighten it out.  Until then, your financial aid has been denied.  In order to continue your pursuit of your college education, you decide to accept one of two credit card offers you have received in the mail, and use the credit card to temporarily fund your school expenses.  Your expenses are as follows:

· Tuition: $167.20 per credit hour, for 18 hours of classes.

· Books: $320

· Rent (Monthly):  $350
· Car Payment (Monthly): $150

· Phone and Utilities (Monthly): $125

· Food (Monthly): $150
· Gas (Monthly): $75 per month
Assumptions:
Assume that your tuition and book charges will be charged to the credit card one time only, on the first day of the first month, and that all monthly living expenses are charged to the card on the first day of each month.  For six months, you will have to charge your monthly expenses on the credit card.  After that point, no additional charges will be made to the card, since your financial aid will once again kick in.
Goals for Repayment:

You would like to pay back the credit card loan within 4 years, with monthly payments of no less than $60.  You have a part-time job working 15 hours per week, and earn $8 per hour after taxes. 

Step 1

Select a Credit Card:
Evaluate the credit card offers below, and then select the best one for your situation.  Write a short reflection on which card you chose and why you chose it (one half page typed, maximum).

Offer 1:  ACME Rewards Credit Card
Yearly Fee: $95

Interest Rate:  14% APR (Annual Percentage Rate)
Credit Background Required: Excellent
Offer 2:  StudentStart Credit Card

Yearly Fee: $0

Interest Rate:  15% APR (Annual Percentage Rate)
Credit Background Required: Average
Step 2
Research how to create a budget and use Microsoft Excel or a similar program to complete a budget for the expenses listed above.  Determine what monthly payment you will make on the credit card, and explain in a paragraph why you chose that amount.
Step 3

Monthly Amortization Table

Download a copy of the sample amortization schedule from our project’s website:

www.bgmth.weebly.com
Using your situation, create an amortization schedule that reflects the details of your loan. 
Answer the following questions in a separate reflection:

1.  How many months will it take to pay off the loan if you pay:


a.  exactly $60 per month


b.  the maximum amount that your budget will allow

2.  What happens to the amount of interest you pay each month, as time passes?

3.  What happens to the principle portion of the loan as you get closer and closer to paying if off?
4.  How much would your payment need to be in order to pay off the loan in exactly 48 months?
Step 4

Research credit and credit scores.  What is considered bad, fair, and good credit? What does it take to build “good” credit? How does credit affect your options on loans and credit cards? What things will you do to protect your credit? (1 page maximum)
Assignment Details and Procedures:

All written reflections from each step should be typed in one document, using single spaced 12 pt. Times New Roman font, with one inch margins.  Create your written reflections in Microsoft Word or similar word processing program.  If you use software other than Microsoft Word, save your final paper as a .pdf document.  If these software are not available to you, see me to make arrangements to turn in your project on paper.
Your amortization schedule should be saved electronically and turned in via email (along with your written reflections document).  Include your name, period, and class day in the title of your document.  For example, if I was in fourth period Algebra II, my file names might be:

joybarnesgriffith_4_budget_and_amortization.xls

joybarnesgriffith_4_reflections.docx
Email your assignment to me on or before November 26th to:  jbarnesgriffith@wsfcs.k12.nc.us.  For each calendar day (not school day) that your project is late, 10 points will be deducted from your project grade.  

