BORROWING BASICS

How Credit Decisions are made:
When you apply for credit, the lender will review the four Cs to decide whether you are a good credit
risk, or in other words, whether you are likely to pay back the loan. These are the four Cs:

TEXAS AGM

GRILIFE

e Capacity - refers to your present and future ability to meet EXTENSION your pay-
ments

e Capital - refers to the value of your assets and your net worth.

e Character - refers to how you have paid your bills or debts in the past

e Collateral — refers to property or assets offered to secure the loan

Free Annual Credit Report
You can obtain free annual credit reports by doing one of the following:
e Call toll-free: 1-877-322-8228
e Complete the Annual Report Request Form from www.annualcreditreport.com or www.ftc.gov/
credit and mail it to:  Annual Credit Report Request Service
PO Box 105281
Atlanta, GA 30348-5281

Questions to Ask Before Applying for a Loan
e Dol need this now?
e Can | wait until I have cash to pay for it?
e (Canlget credit?
e What is the total cost of the credit, including fees?
-Can | afford the monthly payments & what is the APR?

Tips for Managing Your Credit
Once you have decided you want to get a loan and have been approved, you need to keep these tips in
mind to use the money you borrowed wisely.
e Try to pay off your entire bill (credit cards or other lines of credit) each month. If you cannot,
paying more than the minimum balance due will reduce finance charges and total interest paid.
e Payon time to avoid late fees and to protect your credit history. If you cannot, call your creditor
immediately to explain the situation. The creditor may waive the late fees or be willing to make
other payment arrangements.
e Check your monthly statements regularly to verify that they are accurate. Call your creditor right
away if you suspect or identify any errors.
e Ignore offers creditors may send you to reduce or skip payments. You will still be charged fi-
nance charges during this period.
e Think about the cost difference if you purchase your item with cash versus with credit.

Guard Against Predatory Lending Practices

The best ways to guard against being involved in a predatory loan transaction is to be a good consumer:
o Dealing with reputable loan providers

Source: Money Smart for Adults Curriculum



e Shopping around with several loan providers of your choice to obtain the best terms

e Reading and understanding all terms and conditions of an offered loan or asking questions until
you are sure you understand

e Ensuring you can afford and make payments according to the loan terms

For More Information Contact:
Agent Name: Lorrie Coop CEA-FCS
Agent Phone: 940-459-2651 ljcoop@ag.tamu.edu

Source: Money Smart for Adults Curriculum
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