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Source A:

Using Credit Assessment

Using Credit—A Big Decision

The decision to purchase an item using credit—borrowing rather than saving and paying cash—
is to be taken seriously. How badly do you need the desired item? Is it something you can live
without, or is it a need you must satisfy immediately? Saving requires that you wait, while
buying on credit allows you to purchase goods and services now in exchange for a promise to

pay later. Cash? Credit? There are advantages and disadvantages to both methods of payment.
You need to consider them carefully.

Credit use has many benefits. Credit allows you to buy major items, such as cars and houses,
without having to save the entire purchase amount. Even though you don’t have enough money
to spend, you can enjoy an item now. Credit cards also are widely accepted at a variety of stores,
allowing you to buy wherever you are. When using a credit card, you don’t have to carry much
cash, which is great if you’re traveling. If you see something on sale at a great price but have no
cash, you can buy it anyway just by signing your name.

A credit card allows you to be a telephone or Internet shopper. Buying on credit also permits
you to inspect your purchase before it is fully paid for. If something goes wrong with a
purchased item, it may be easier to return it when paid for with a credit card. In an emergency,
a credit card allows you to respond immediately, even if you have no cash. Another advantage
to credit is that it allows you to keep accurate records of your spending and combine multiple
purchases into one lump payment.

There also is a downside to using credit. There are varying fees associated with credit, such as
interest, finance charges, and annual fees. All of these add to the real cost of purchases. If you
buy an item on sale, you must remember that the interest and charges could amount to more
than the savings (if you don’t pay off the credit card bill each month).

Also remember that when charging, you are spending future earnings now, which means you
are giving up purchases you may want to make in the future. Perhaps the biggest disadvantage
of credit buying, however, is that it encourages impulse buying. If left unchecked, this impulse
buying can lead to disastrous problems, such as the repossession of cars and homes when
payments aren’t made on time. A poor credit rating can ruin your chances for a future home or
car loan. It can even affect your ability to get a job.

Credit can be a tool for successfully managing your money and improving your lifestyle, or it
can lead to bankruptcy and financial ruin. Credit reporting agencies keep records on your credit
experience. If you are a responsible borrower, you will have a good credit rating. If not, you
will have a poor credit rating. Whether to use credit is an important decision. Consider all the
advantages and disadvantages to make the best decision.



PART A:

Read the passage from paragraph 5, “Using Credit — A Big Decision”

“Also remember that when charging, you are spending future
earnings now”

What does the word future earnings mean as it is used in the
sentence?

a. Gaining purchases

b. Giving up purchases you want in the future
c. Allows you to buy future items now

d. Impulse buying

PART B:

Which sentence from the passage best supports the answer in
Part A.

a. “Credit use has many benefits.”

b. “borrowing rather than saving and paying cash”

c. “allows you to buy major items, such as cars and houses,
without having to save the entire purchase amount”

d. “buying can lead to disastrous problems”



You have just read “Using Credit — The Big Decision” Write an essay answering the
questions below and be sure to used text based evidence to support your answer.

Question: You are 18 years old. What if you received a credit card offer in

the mail? Would you apply for the card because you think it could be beneficial to
you, or would you refuse the card because you think it could be bad for you?
Make your decision and write a paragraph about (1) why you applied for the card
and how it could be beneficial to you, or (2) why you refused the card and how it
could be bad for you. State at least three reasons for your decision and be sure to
use text-based evidence to support your answer.

Answer Here

Scoring Rubric:

Evidence Based Selected Response (EBSR) /2
Focus /4

Controlling Idea /4

Reading/Research /4

Development /4

Organization /4

Conventions /4

Content Understanding /4

Total: /30 Percentage




