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PATHWAY:  
Business & Computer Science

COURSE:  

Banking and Investing
UNIT 3: 

BCS_BI_3 Banking Basics: Credit Creation
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Annotation: 
The scope of this unit includes basic concepts on establishing credit. It covers steps from applying for credit to the governmental issues involved with getting loans.  The unit focuses on credit creation and the degree to which credit history will be attached to your name and affect your financial abilities for the rest of your life.

Grade(s):  

	
	9th

	
	10th

	X
	11th

	X
	12th


Time:  
11 Hours 

Author: 
Doris Reins

Students with Disabilities:

For students with disabilities, the instructor should refer to the student's IEP to be sure that the accommodations specified are being provided appropriately. Instructors should also familiarize themselves with the provisions of Behavior Intervention Plans that may be part of a student's IEP. Frequent consultation with a student's special education instructor will be beneficial in providing appropriate differentiation. Many students (both with and without disabilities) who struggle with reading may benefit from the use of text reading software or other technological aids to provide access to printed materials. Many of these are available at little or no cost on the internet.
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GPS Focus Standards: 
BCS-BI-3:  Students will analyze credit creation and its impact on financial institutions.   
a. Define basic terminology used when discussing consumer credit products. 

b. Identify features and related benefits of consumer credit products. 

c. Compare and contrast different loan types (i.e., commercial loans and lines of credit, mortgages, auto). 

d. Analyze the process of credit creation. 

e. Describe secured and unsecured credit. 

f. Complete a credit application. 

g. Describe how to establish credit and its importance. 

h. Match consumer credit products to customer needs. 

i. Identify bank regulations that impact consumer credit. 

j. Describe the credit application process and actions taken at each stage to assure 

    bank compliance. 

k. Explain credit scoring. 

l. Calculate interest. 

m. Compare mortgage options available through lending institutions (i.e., conventional fixed and     adjustable-rate, FHA, VA loans). 

n. Identify client profile eligibility requirements for conventional and government secured mortgage options (i.e., FHA, VA).
GPS Academic Standards:
SSEPF4:  The student will evaluate the costs and benefits of using credit.

ELA10RC3:  The student acquires new vocabulary in each content area and uses it correctly.

ELA10RC4:  The student establishes a context for information acquired by reading across subject areas.

ELA10LSV1:  The student participates in student-to-teacher, student-to-student, and group verbal 

                       interactions.

MM2P1:  Students will solve problems (using appropriate technology

MM2P4:  Students will make connections among mathematical ideas and to other disciplines.

National / Local Standards / Industry / ISTE:
JUMP START: 

 Standard 1: Identify the costs and benefits of various types of credit.

 Standard 2: Explain the purpose of a credit record and identify borrowers' credit report rights. 
 Standard 3: Describe ways to avoid or correct debt problems.

 Standard 4: Summarize major consumer credit laws.

VII. Using Credit Achievement Standard: Analyze factors that affect the choice of credit, the cost of credit, and the legal aspects of using credit. (National Standards for Business Education by the National Business Education Association)
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Enduring Understandings: 
It is of utmost value for students to understand the importance of establishing and keeping excellent credit history.  The students will gain insight into the credit process from application and requirements, to governmental issues.  In today’s society, being informed of these issues is a necessity and students will benefit from this unit as they become part of the market economy.
Essential Questions: 
· Why is creating credit important?
· Why is it important to maintain good credit history?

· What is the degree to which your credit history will affect your financial abilities?

· How do you improve credit score?

· In what ways will your credit history affect your life?

· What is the process to create credit in your name?
· How do I go about applying for credit?

· How do bank regulations impact my credit as a consumer?
· What is the importance of choosing the right interest rate?
· How can a fixed rate be better than a variable rate?

Knowledge from this Unit:  
Students will be able to:

· Compare and contrast different loan options.
· Understand the importance of creating and keeping a strong credit rating.

· Recall the general methods used to calculate interest rates.
· Identify types of loans available to consumers.
· Define basic terms associated with credit creation.
· Describe how to apply for credit.
· Interpret how federal regulations affect various types of credit.
Skills from this Unit:  
Students will:

· Demonstrate proper steps in applying for credit.

· Design presentations of types of loans available to consumers.

· Apply math skills in the understanding of interest rate calculation methods.
· Utilize various methods to calculate interest rates.
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Assessment Method Type:
	
	Pre-test

	
	Objective assessment - multiple-choice, true- false, etc.

	
	__ Quizzes/Tests

__ Unit test

	X
	Group project

	X
	Individual project

	
	Self-assessment - May include practice quizzes, games, simulations, checklists, etc.

	
	__ Self-check rubrics   

__ Self-check during writing/planning process

__ Journal reflections on concepts, personal experiences and impact on one’s life

__ Reflect on evaluations of work from teachers, business partners, and competition judges

__ Academic prompts

__ Practice quizzes/tests

	
	Subjective assessment/Informal observations

	
	__ Essay tests

__ Observe students working with partners

__ Observe students role playing

	
	Peer-assessment  

	
	__ Peer editing & commentary of products/projects/presentations using rubrics

__ Peer editing and/or critiquing

	X
	Dialogue and Discussion

	
	_X_ Student/teacher conferences

_X_ Partner and small group discussions

_X_ Whole group discussions

_X_ Interaction with/feedback from community members/speakers and business partners

	X
	Constructed Responses

	
	__ Chart good reading/writing/listening/speaking habits

_X_ Application of skills to real-life situations/scenarios

	
	Post-test


Assessment Attachments and / or Directions: 
NONE
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•
LESSON 1:   Introduction to Credit Creation

1.
Identify the standards. Standards should be posted in the classroom.     


BCS-BI-3.  Students will analyze credit creation and its impact on financial institutions.   
a. Define basic terminology used when discussing consumer credit products. 

b. Identify features and related benefits of consumer credit products. 

c. Compare and contrast different loan types (i.e., commercial loans and lines of credit, mortgages, auto). 

d. Analyze the process of credit creation. 

e. Describe secured and unsecured credit. 

f. Complete a credit application. 

g. Describe how to establish credit and its importance. 

h. Match consumer credit products to customer needs. 

i. Identify bank regulations that impact consumer credit. 

j. Describe the credit application process and actions taken at each stage to assure bank compliance. 

k. Explain credit scoring. 

l. Calculate interest. 

m. Compare mortgage options available through lending institutions (i.e., conventional fixed and adjustable-rate, FHA, VA loans). 
n. Identify client profile eligibility requirements for conventional and government secured mortgage options (i.e., FHA, VA).
2.
Review Essential Questions. Post Essential Questions in the classroom. 

•
Why is creating credit important?

•
Why is it important to maintain good credit history?

•
What is the degree to which your credit history will affect your financial abilities?

•
How do you improve credit score?

•
In what ways will your credit history affect your life?

•
What is the process to create credit in your name?

•
How do I go about applying for credit?

•
How do bank regulations impact my credit as a consumer?

•
What is the importance of choosing the right interest rate?

•
How can a fixed rate be better than a variable rate?
3.
Identify and review the unit vocabulary. Terms may be posted on word wall. Refer to the Credit Creation Vocabulary Teacher Guide.
	Term 
	Term 
	Term 

	Credit
	Secured credit
	Unsecured credit

	Interest
	Mortgage
	Fixed rate

	Adjustable rate
	Conventional loan
	Government loan

	Credit score
	Commercial loan
	Credit limit 

	Federal Housing Administration (FHA)
	Veteran’s Administration (VA)
	Collateral

	Assets
	Cosigner
	Credit Bureau

	Credit Report
	Credit Rating
	Credit History


4.
Interest approach – Mental set

Ask Students:  “What would you buy today if you had a credit card?”  Let the students tell you what they would buy.  Don’t give them a credit limit.  After 2 or 3 minutes introduce the term credit and explain that this unit will give a detailed look at credit creation.
5.     Decide how you want to introduce the vocabulary words.  Initiate class discussion and write the definitions on the board/overhead projector by referring to the Credit Creation Vocabulary Teacher Guide or print copies for the class.
•
LESSON 2: Applying for Credit

1.
Review Essential Questions. Post Essential Questions in the classroom. 
· Why is creating credit important?

· Why is it important to maintain good credit history?

· What is the degree to which your credit history will affect your financial abilities?

· How do you improve credit score?

· In what ways will your credit history affect your life?
2.  A few days before this lesson gather information from local banks, stores, or online resources about the types of credit they offer.  Review the information to have a good basic knowledge of the products.  Make copies of the info for each student to have.
3. Ask students:  What do you know about credit cards?  Are there any other types of credit products besides credit cards?  (They will know a lot about credit cards but may not think about loans as a type of credit.  Guide the discussion to include mortgages, auto loans and student loans.)

4. Read the following statement to the students: 
"With a credit card I don't have to delay gratification. What I mean by that is I don't have to ask myself the questions, 'Do I really want or need this good or service?' ‘Do I have enough money now to buy this good/service?' I can buy anything I want or need whenever I want it or need it! It's great!" 
5. Ask the class, “What is your opinion of this statement?  Is it true about you or someone you know?”
6. List responses on the board and lead the discussion to what is good about credit cards.
7. Make a T-chart on the board labeled “Credit Cards” with Pros on one side and Cons on the other.  Have students follow along and take notes. 
8.  Ask students what they think are good things about having a credit card and then bad things about having credit cards.  List them on your T-chart as students list them.
9. Distribute the Choosing a Credit Card Worksheet.  The instructions are detailed on the worksheet but review with the class and answer any questions they may have regarding this activity.
10. Have students research on the internet to find three different credit card options offered by a bank, either local or national, credit union, etc.  Students may choose any three options.
11. This activity may be done individually or in groups and grading should be based on effort, completing the chart and answering the questions that follow.

12. After the students have completed the activity, have them share the results as a class.  Initiate class discussion and be sure to make note of how credit card options vary greatly.  From interest rates to special offers, make a point to discuss the importance of understanding the options available and choosing the right credit option for you as an individual.
13. Summary:  Write the following question on the board: 
What helpful things did you learn about credit cards today?  Give each student an index card.  Tell them to write their name on the cards and answer this question.  Stand at the door and take up the cards as students leave. Take some time before the next class to read and respond to answers if needed.
•
LESSON 3:  Consumer Loans


1.
Review Essential Questions. Post Essential Questions in the classroom. 

· How do you improve credit score?

· In what ways will your credit history affect your life?

· What is the process to create credit in your name?
· How do I go about applying for credit?

· How do bank regulations impact my credit as a consumer?

· How can a fixed rate be better than a variable rate?

2. Introduce the lesson with a list of types of credit projects available to consumers.  Explain that even at their age they are consumers.  As they get closer to graduation, they may begin receiving credit card applications and information about student loans.  Many may be working and have money to spend.  Some may want to buy a car and need to know about auto loans.

3. On the board, make a list of loans that are available to consumers.  Have students copy the list from the board.

· Mortgages:  Fixed-Rate, Adjustable-Rate, FHA, VA, Reverse, Second Mortgage

· Home Equity 

· Auto: standard auto loan, buy here pay here dealership loan, online auto loan, subprime auto loan, auto loan refinancing

· Student: Federal Stafford Loan, Federal Perkins Loan, Federal Plus Loan, Private Loan, Consolidation Loan, Peer-to-Peer Loan

· Other:  Debt Consolidation, Credit Card Balance Transfer, Personal, 

·  Secured Loan: various types
· Unsecured Loan: various types
4. Divide the students into groups of two. Assign each group a type of loan to research on the internet.  Make a point to explain that their resources for research can be more than just the internet.  For example, brochures, bank representatives and even their parents.  However, they should have at least one documented resource that is either printed or from the internet.
5. Give students time in class to discuss the group roles and research responsibilities.
6. Set aside class time for students to present their projects.

7. Before the presentations begin, discuss the note-taking requirement.  Students may use any note-taking method (general note taking, thinking map, graphic organizer, etc.) that is best for them.  You may want to specify a certain method.  

8. All notes are to be placed in a notebook/folder to be turned in.  Include the notebook/folder as part of the participation grade for this activity.
•
LESSON 4: Establishing Credit 
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1.
Review Essential Questions. Post Essential Questions in the classroom.  

· How do you improve your credit score?

· In what ways will your credit history affect your life?

· What is the process I will go through to create credit in my name?
· How do I go about applying for credit?

· How do bank regulations impact my credit as a consumer?

· How can a fixed rate be better than a variable rate?

2.
Begin the lesson by reviewing the following: credit, credit agreement, credit bureau, credit limit, credit score, credit history, credit rating, credit report and capital.  Make sure students have a good understanding of the words.  Refer to the Credit Creation Vocabulary Teacher Guide.
3. Have students use index cards to write the definitions of these vocabulary words.  They can keep them handy during the lesson to reinforce the definitions. You may pass out the Credit Creation Vocabulary Handout for an additional study reference. 
4. Introduce the Five C’s of Credit:  Character, Capacity, Capital, Condition, and Collateral and present The Five C’s of Credit PowerPoint. Have students take notes throughout the presentation. 
5. Be sure and point out that the “Five C’s” are what lenders take in to account when determining whether or not to approve someone for credit.  Also, lenders use this information to determine your credit limit and interest rate. 

6. Ask the class if they can see why lenders review these characteristics of a person prior to approving the loan.  Ask if they would loan money to a friend who was notorious for not paying his friends back, had no form of income or any assets, (things they could take instead of money)?  Would they let a friend borrow a favorite book or jacket if that friend was notorious for losing or breaking things?

7. Divide students into five groups.  Assign each group one of the Five C’s they learned about: Character, Capacity, Capital, Condition, and Collateral. The groups are to prepare a brief presentation, such as a skit, song, poem, etc., about their “C” and present it to the class.

8. Ask students:  How do savings and checking accounts relate to credit?  Let students comment and then introduce this part of the lesson.

9. Explain that opening a savings or checking account and getting an ATM/Debit card is the best way to establish a credit record.  Using these accounts/cards responsibly will prove that you can manage these accounts and have a steady source of income.  With a good account management record, lenders will see you as more creditworthy.

10. On an overhead projector or other comparable device, display the Example Credit Card Application.  Note the degree of information that is required to complete the application.  From employment history to known assets, lenders want to know a high degree of personal information before approving your application.  

11. Review the application at the end of the lesson for review. Discuss with the class all that goes into an application and why it is important. 
· LESSON 5: Calculating Interest
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1.
Review Essential Questions. Post Essential Questions in the classroom. 

· How do bank regulations impact my credit as a consumer?

· What is the importance of choosing the right interest rate?

· How can a fixed rate be better than a variable rate?
2. Explain to students that in this lesson they will first learn about two types of interest rates:  Fixed and Variable (a.k.a. Adjustable.)
3. On an overhead projector, display the Fixed vs. Variable Rates T-Chart.  If it is more convenient, review the chart prior to this lesson and draw the chart on the board.  
4. ASK:  “What do you think is good about fixed rates?”  Ask for a volunteer to write student responses on the board.  If students are slow in giving answers, give one or two reasons to get them started.  
5. ASK:  “What do you think is good about variable rates?”  Have the same or a different volunteer write the student responses.
6. Present the Fixed vs. Variable Rates PowerPoint. This presentation will answer the questions that you previously asked the class. Encourage students to take notes during the presentation. 
7. Refer to the Calculating Interest Methods Teacher Guide to cover three basic methods used to calculate interest on credit accounts for the class.  Be sure and note that each method can result in different interest charges that you will have to pay on the account.
8. The Calculating Interest Methods Teacher Guide includes a brief description of each method, the formula used to compute the interest, and an example.  Be sure to note how each method differs and complete the examples of each at the front of the class on either the board or an overhead. 

9. Have an example of a partial credit card statement as an example.  The interactive statement on https://creditcards.citi.com/ is a good example of a statement.  It is based on changes required as a result of the CARD Act of 2009.
10. As you end the lesson, give students an exit ticket card to write down things they have learned during the lesson.  Take the cards as students leave.  Sometime before the next class day, read over the cards and make comments if possible. This can be a good form of encouragement for the students and a good way for the teacher to gage their progress. 
· LESSON 6:  Eligibility Requirements And The Credit Score
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1.
Review Essential Questions. Post Essential Questions in the classroom. 

· Why is creating credit important?
· Why is it important to maintain good credit history?

· What is the degree to which your credit history will affect your financial abilities?

· How do you improve your credit score?

· In what ways will your credit history affect your life?

2. Review the following vocabulary terms for this lesson:  conventional loan, FHA loan, VA loan, government loans, secured loan, and collateral.  Refer to the Credit Creation Vocabulary Teacher Guide for definitions.
3. Have a discussion with the class about the following topics: As an applicant for credit, what requirements are needed to qualify for a loan?  What is the difference between a conventional loan and a government loan? Remind students that government loans are secured by the goods purchased with the loan.  The goods serve as collateral.
4. Present the Credit Score PowerPoint to the class.  Discuss the degree to which your credit score affects your financial future.  Explain that it is not just lenders that look at your credit score, but also potential landlords, utility companies, etc.   Make note of all of the factors that go into the credit score and how you can improve your score.

5. Hand out the Conventional Loan Worksheet.  Instruct students to use the resources available, such as textbooks or computers, to complete the worksheet.  Schedule media center time or computer lab time if possible.  The website www.loans-101.com is an excellent source of information.

6. Allow students time to complete the worksheet in class.  Refer to the Conventional Loan Worksheet Answer Key.
7. Go over the worksheet with the class as a whole.  Allow students to discuss what they learned and where they found the information.  
8. As a class, discuss the difference between conventional and government loans.  What does it mean for a loan to be secured?  Did they know that if they buy a car with money from a secured loan, that it can be taken from them if they do not pay back the loan on time?

9. Summary:

Initiate a class discussion by asking why there are requirements to be eligible for a loan.  Did they know that prior to this lesson?  It is a common misconception that anyone that applies for a loan will automatically be accepted, but this is not the case.

•
ATTACHMENTS FOR LESSON PLANS


Calculating Interest Methods Teacher Guide
Choosing a Credit Card Worksheet
Example Credit Card Application

Credit Creation Vocabulary Teacher Guide
Credit Creation Vocabulary Handout
The Five C’s of Credit PowerPoint
Fixed vs. Variable Rates PowerPoint
Fixed vs. Variable Rates T-Chart
Credit Score PowerPoint
Conventional Loan Worksheet

Conventional Loan Worksheet Answer Key

•
NOTES & REFLECTION: 

As you prepare to teach these lessons, you will need to carefully read over each lesson so you will have the necessary materials. Prior to the lesson, you will need to order the pamphlet, “How to Establish, Use and Protect Credit”, from www.philadelphiafed.org.

 For the projects, you will need to reserve a computer lab if one is available.  At any time you can make the projects a homework assignment.  At any time a knowledgeable guest speaker is a good resource.  Contact and arrange for guest speakers from local banks, credit unions, etc. to come speak to the class before starting the unit.  You can work your lessons around the speaker’s schedule.   This helps bring the content into real life for students.
Many students know how credit cards are used but have no clue of the downfall the cards cause if not used properly.  Throughout the unit, emphasize the need to be careful with them.  The other types of credit are important to understand even at the high school level.  Assess for understanding as you go by questioning and observation so no students are “left behind.”  Use peer tutors if possible.  
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Culminating Unit Performance Task Title: 
CREDIT CREATION AND MY FUTURE PROJECT
Culminating Unit Performance Task Description/Directions/Differentiated Instruction: 

Each student will now take their notes, worksheets, project info, etc. and make a newsletter or pamphlet for their parents.   The students can either choose to focus on one or two credit offers they have learned about in detail or they can choose to provide brief compare/contrast summaries of up to 10 loan and credit options.  

 The newsletter should be creative and informative.  The idea is for students to prove that they understand credit options and are planning their financial future.  A student may choose to focus on student loans and create a pamphlet that details their plans for college or a student may want to choose an option that would best suit their plans to purchase a car, computer, etc. after high school.

Most students will know how to create a newsletter using Microsoft Word or similar program, but be available to assist in this area.
Students are to include important points learned in each lesson and follow the writing process from English class:  Brainstorm, Pre-Write, Rough Draft, Revise/Edit, and Final Draft. 
Attachments for Culminating Performance Task: 
•
Credit Creation and My Future Project Rubric
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Web Resources:
· www.creditcard.fsu.edu/video.html
· www.moneysmart.gov.au
· www.practicalmoneyskills.com
· www.learningtogive.org
· www.smartchoices.com
· http://www.thinkfinity.org
· http://whatsmyscore.org
· http://office.microsoft.com
· http://www.bangorfederal.com/
· www.loans-101.com
Materials & Equipment:
· Projection Equipment
· Computers with Internet Access
21st Century Technology Used: 
	X
	Slide Show Software
	
	Graphing Software
	X
	Audio File(s)

	
	Interactive Whiteboard
	X
	Calculator
	
	Graphic Organizer

	
	Student Response System
	X
	Desktop Publishing 
	
	Image File(s)

	
	Web Design Software
	
	Blog
	X
	Video

	
	Animation Software
	
	Wiki
	
	Electronic Game or Puzzle Maker

	
	Email
	X
	Website
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