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Credit and debt — the fine print
Year level: Year 9 and 10
Duration: 60 minutes (lesson 2 of 2 connecting lessons)
Key learning area: English, Mathematics, *Economics and business
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Enduring understanding/deep learnings: 

· You can save money and avoid common 'rookie errors' if you research credit card options, services and interest rates. 
· If credit and debt issues arise you can seek help from your credit provider. A free financial counselor can also help.
* Please note that this lesson plan has been aligned with the draft Economics and business curriculum. This mapping will be confirmed when the curriculum is endorsed.   
Activity 1: Revision (5 minutes) 

Task 1: Quick revision quiz

Ask students the following questions and write their responses on the board as you receive them. 
*Teacher tip: Copy the following questions into a PowerPoint and display them on the data projector or TV screen.

1. What is credit?

2. List three different credit products.

3. Can you get help if you are experiencing difficulties with credit cards or with loan repayments?

4. Should you stick with the minimum payments on your credit card? If not why?
5. What is a credit report?

Task 2: Discussion 

Brief discussion centered on the responses from students, which should include:

· Credit is borrowed money that you have to pay back.
· There are different types of credit including credit cards, store cards, personal loans, interest – free deals and home loans.
· You can get help if you are experiencing difficulties with credit cards or loan repayments.
· Sticking with the minimum repayments on your credit card might mean that you take years to pay off your debt and you will pay more money.
· A credit report details your credit history, including every time you have applied for credit, overdue payments of at least 60 days or where you have defaulted or missed payments.  

Inform students that the lesson today will concentrate on where you can get help if you are experiencing financial difficulties with credit and debt.

Activity 2: How credit cards work (20 minutes)

Task 1: How credit cards work worksheet
Ask students if they would like a bag of debt. Probably not, but this is the consequence of making rookie errors with credit cards. Explain that the next activity will involve a deeper investigation into credit cards and credit card debt. 
Distribute worksheet 1: How credit cards work. Explain instructions to students. Students will be looking at the MoneySmart website section on ‘Credit cards’ at https://www.moneysmart.gov.au/borrowing-and-credit/credit-cards).
Students complete the following questions on the worksheet.
1. When are you charged interest on a credit card?

2. Explain what is meant by the term ‘interest-free period’.

3. What are the disadvantages of credit cards with an interest-free period?

4. When might you consider getting a credit card with no interest-free days?

5. Outline the fees and charges which might add to the cost of a credit card.

6. Outline some of the credit offers that can become 'debt traps' which means they may make it easier for you to fall into debt.    
7. Which payment method is cheaper: credit card or cash?

Task 2: Discussion 

Discuss student responses with the class. Possible responses include:

· You are charged interest on all outstanding transactions on a credit card if you don't pay your full balance before the end of the interest free period
· The interest-free period on credit cards refers to the days where you don’t have to pay interest on your credit card purchases. For example, it might be 45 days or 55 days. Interest-free periods usually start on the first day of your billing cycle, not when you make a purchase. If you pay off your debt within the interest-free period, you'll avoid paying interest altogether.

· Credit cards with an interest-free period may charge higher interest rates and annual fees.
· You might consider getting a credit card with no interest-free days if you know that you won't be paying your debt in full straight away. You would usually pay lower annual fees and less interest, either from the day of purchase or the day your monthly statement is issued.
· Credit card fees and charges may include annual account fees, reward programs fees, late payment fees and fees for exceeding your credit limit. Some credit cards attract a surcharge that 'merchants' such as retailers may pass on to you when you make a transaction.

· Some of the credit offers that can become 'debt traps' include: credit limit increase invitations, honeymoon rates, cash back offers, and balance transfers.

· Unless you use a card that is interest-free and fee-free and you pay off the card within the interest free period, buying items with a credit card will always cost you more than if you pay with cash.

Activity 3: Using the credit card calculator (25 minutes)
Ask students to use the MoneySmart Credit card calculator at: https://www.moneysmart.gov.au/tools-and-resources/calculators-and-tools/credit-card-calculator to help Chloe. 
In the MoneySmart Rookie Credit hangover video Chloe has multiple credit cards. The calculator helps to work out how long it takes to pay off a credit card making only minimum repayments, how much interest can be saved by paying the card off faster and how much extra money is needed to pay off the credit card in two years.

Ask students to work in pairs and work out how she could reduce a $5,000 credit card debt using different variables such as different monthly payments, interest rates (make sure these are current rates) and minimum repayments of the outstanding balance. They will need to record the different options for Chloe so they can report back to the class.
To debrief to this activity ask the class how much money they think Chloe would need to earn a month to pay back $250 in credit card payments. Assume she pays rent and owns a car outright. 

Activity 4: 'Credit and debt' practice conversation (10 minutes)

Task 1: Practice conversation 

Using computers (or sharing a computer), students complete the Credit and debt practice convo requiring them to consider different questions about credit. 
Summative assessment 

Students could be assessed by collecting then assessing worksheets 1 and 2. 

Resources

1. Computers with internet access

2. Data projector/TV & DVD player or computer 

3. Credit and debt practice convo http://teaching.moneysmart.gov.au/resource-centre/moneysmart-rookie-for-educators
4. Activity worksheets 
5. MoneySmart and MoneySmart Teaching websites

Additional resources

This lesson plan is part of the MoneySmart Rookie suite of resources for educators which can be accessed at: http://teaching.moneysmart.gov.au/resource-centre/moneysmart-rookie-for-educators.

Other topics include:

· First car
· First job

· Mobile phone ownership

· Moving out of home

· Online financial transactions

The Under 25s section of the MoneySmart website has additional MoneySmart Rookie materials for young people including case studies, videos, tips and tools and calculators. These can be accessed at: https://www.moneysmart.gov.au/life-events-and-you/under-25s
The MoneySmart Teaching secondary package has a number of units of work related to this lesson plan. The package can be downloaded for free at: http://teaching.moneysmart.gov.au/professional-learning/moneysmart-teaching-packages.

The Financial Health for Teachers personal learning program is designed to inspire and empower teachers to take charge of their financial lives and of the choices they make as consumers. Read current issues, or subscribe at http://teaching.moneysmart.gov.au/professional-learning/financial-health-for-teachers. 
The Australian Taxation Office has developed Tax, Super and You, a resource to guide students learning about their future tax and superannuation obligations at http://www.taxsuperandyou.gov.au/.

English Year 9 Could I live smaller?

· Online transactions, consumerism, shopping online

English Year 10 Teens talk money.

· Financial planning, online payments, budgeting

Mathematics Year 9 How can we obtain more money?
· Earning, managing and growing money, achieving goals, data analysis, statistics and samples.

Mathematics Year 10 Reaching goals: What's involved?
· Setting goals and planning, compound interest in a range of financial contexts, risks and rewards of borrowing money

Worksheet 1: How credit cards work 

NAME: 

Use ASIC's Under 25s section of the MoneySmart website to work through the following activities. Go to the ‘Credit cards’ page: https://www.moneysmart.gov.au/borrowing-and-credit/credit-cards 

1. When are you charged interest on a credit card?
2. Explain what is meant by the term ‘interest-free period’.
3. What are the disadvantages of credit cards with an interest-free period?
4. When might you consider getting a credit card with no interest-free days?
5. Outline the fees and charges which might add to the cost of a credit card.
6. Outline some of the credit offers that can become debt traps.
7. Which payment method is cheaper: credit card or cash?

Links to the Australian Curriculum and National Consumer and Financial Literacy Framework
Australian Curriculum content
English
· Understand how language use can have inclusive and exclusive social effects, and can empower or disempower people (ACELA1564) (Language/Language for interaction).
· Analyse and explain how text structures, language features and visual features of texts and the context in which texts are experienced may influence audience response (ACELT1641) (Literature/Responding to literature).
Mathematics
· Connect the compound interest formula to repeated applications of simple interest using appropriate digital technologies (ACMNA229) (Number and Algebra/Money and financial mathematics).
Economics and business

Year 9

· Ways of managing consumer and financial risk to individuals and the community.

Year 10

· The range of factors influencing consumer choice including marketing by finance institutions.

National Consumer and Financial Literacy student learnings

· Explain how over-reliance on credit can impact on future choices.
· Evaluate the range of payment options for goods and services such as: cash and credit card across a variety of ‘real-life’ contexts.

· Explain the procedures for resolving consumer disputes relating to a range of goods and services.
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Lesson description


Students will continue to explore and further investigate the previously identified range of rookie errors associated with credit cards by revising their learnings from the previous ‘Credit and debt’ lesson. 


In the second part of the lesson students complete activity worksheets to delve more deeply into the underlying complexities of the financial pitfalls of credit and debt. Students are shown where they can find information to get help when credit card debt issues arise. They also review the credit card calculator on the MoneySmart website, which may be a useful tool for anyone with credit card debt. The lesson concludes with students applying their richer knowledge through the use of the 'Credit and debt’ practice convo, which allows them to consider different questions about credit.








ASIC’s MoneySmart Teaching initiative builds the consumer and financial literacy capabilities of Australian school students by developing students’ knowledge, skills, values and behaviours to enable them to make confident, informed consumer choices and responsible financial decisions that are essential to their future financial wellbeing. To view the MoneySmart Teaching Primary and Secondary packages and all the online and digital resources visit �HYPERLINK "http://www.teaching.moneysmart.gov.au"��www.teaching.moneysmart.gov.au�













