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Do you really know how much
you'll pay for an item you purchase
on credit? The cost can vary
depending on what type of credit
you used and how you pay it
back! You pay interest to a credit
card company when you charge
purchases on a
credit card or to
a bank when you
borrow money
via a loan.
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How Interesting!

Interest payments on credit card purchases or bank loans will most often be calculated as an annual

percentage of the original amount loaned—for instance, paying 12% interest on $100 on a credit card.

To find out the dollar amount of the interest you’d owe after one year, multiply the original amount of
money ($100) by the interest rate (in this case, 12%, which is 0.12 when converted to a decimal for
easier multiplying).

fﬂ'ﬂOO X O12 = fﬂ;72.00 After the interest payment, you would owe fﬁSMZOO

Directions: Calculate the amount of annual interest:

l. $200 on a credit card that charges 12% interest
2. A $500 loan that charges 3%

3. A $1,200 loan that charges 7.5%

4. A $7,500 loan that charges 6.8%

Now Try This: A borrower paid $66 on a $600 loan.

What was the interest rate?
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