
 



WHAT IS CREDIT? 

Your Credit Union is here to help you 
manage your personal finances. From 
budgeting, to managing credit to making 
wise investments – we’re here to guide 
you. 

In this leaflet we will take a look at 
Understanding & Managing Credit. 

Credit can be considered as your ability to 
receive goods or services before you make 
a full payment, based on your 
commitment that in the future you will 
make payments for the goods or services. 

CREDIT

BUY 
SOMETHING 

NOW

PAY FOR
 IT LATER



If you have purchased something on credit 
you are a borrower. As a borrower you will 
need to pay the cost of the actual item 
plus interest, interest is the fee/rate 
charged for use of borrowed money. 

To help you understand the credit cycle. 
Let’s think of Credit as food. 

1.   Credit is the “food” that boosts you 
      through your transactions and 
      purchases. When you start a credit  
      relationship it’s like having a full 
      tummy and lots of energy. 

2.  With this energy, you’re off and 
     running you can use credit to go    
      places and do things. But as your 
     credit is digested your energy levels 
      will gradually get lower. 

3.   If you go for long periods without 
     managing how and when you use 
      credit it can lead to an unhealthy 
      lifestyle. 

4.  But if you watch your credit intake and 
      use healthy credit sources making sure 
      to pay back what you’ve used on time  
      you be back of the beginning of the 
      credit cycle full of energy and ready to 
      go again. 

HOW CREDIT 
WORKS?  



There are lots of credit providers 
available for you to choose from and 
most of them will tell you:  they are here 
to help out the under-served market, 
they have the quickest service, they want 
to see you succeed etc. Sometimes it can 
be quite confusing in terms of which 
option to choose. 

To make the right credit choice make 
sure that you look at your monthly 
payment as well as the total amount of 
interest you will pay on the loan. 

TRUE COST OF LOAN
Jamani wants to purchase a new SMART 
TV for his mother’s birthday. The TV cost 
$1599.99 cash. Unfortunately Jamani 
doesn’t have this amount and is 
considering using credit. Let’s assume 
that he will take 2 years to pay back a 
loan and that he will not miss any 
payments. 

Credit 
Type

Amount 
Borrowed

Annual 
Percentage 

Rate

Monthly 
Payment

Total 
Finance 
Charge

Total 
Cost 

of Loan

Credit Union 
Loan

$1599.99 15% $78 $262 $1861

Hire 
Purchase 

$1599.99 15% $87 $480 $2079

Credit Card $1599.99 22% $83 $392 $1991

Money 
Lender Loan

$1599.99 30% $107 $959 $2558

Note: Credit Union loan interest is calculated on a reducing balance and have the added 

HOW MUCH DOES 
CREDIT REALLY 
COST?  



CREDIT 
TIPS
Credit can be useful however it is only 
useful if managed properly. Here are 
some tips on how to make credit work 
for you. 

Avoid the Late Payment Pitfall. Credit 
becomes very costly if you miss a 
payment or pay after the agreed 
payment date. Always ensure that you 
make your payments on time to avoid 
late payment fees as well as additional 
interest charges. 

Avoid the Minimum Payment Pitfall. 
It’s usually more effective to pay more 
than the minimum payment so that you 
pay off your debts quicker – this is 
especially true with credit cards. Credit 
Unions do not charge penalty fees for 
early loan payoff however other lenders 
might charge an early payoff penalty so 
make sure that you are aware of all fees 
and penalties associated with your type 
of loan. 

Avoid the Costly Credit Pitfall. There 
are a lot of offers of quick and easy 
access to credit and of course this is 
great, what’s not so great however is 
that some credit can work out to be 
very costly. Always ensure that you shop 
around to find out the true total cost of 
loans and analyse the potential benefits 
or disadvantages of borrowing.
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You can use credit for several reasons. When 
credit is managed effectively there can be 
many benefits. We have found that usually 
people use credit to

 • raise their standard of living 
 • pay for emergencies
 • have fun and relax

CREDIT BENEFITS 


