CREDIT CARD INFORMATION

Gathered from the "Secret History of the Credit Card"

A 11/23/04 Program developed by Frontline (PBS News Program) and the New York Times

Main Source: http://www.pbs.org/wgbh/pages/frontline/shows/credit/view/
Data:

· More than 641 million credit cards are being used today (correspondent Lowell Bergman)

· Credit cards accounted for roughly $1.5 trillion in consumer spending in 2003

· Average American family credit card debt is approximately $8,000.

· In 2003, credit card companies realized record profits of more than $30 billion before taxes.  

· 144 million Americans have credit cards

· 90 million of them do not pay off the cards monthly

· 55 million pay them off monthly

· 35 million only pay the minimum balance every month
Terminology:

· "Revolvers" roll credit card balances over month to month, never paying in full.  Credit card companies make most of their money off these individuals.

· "Deadbeats" pay their balances off in full every month, so credit card companies only make money off the transaction fee charged each time the card is used.  Credit card companies do not profit much off of these individuals.

· "Rate Surfers" or "Gamers" shift usage between credit cards based upon interest rates.

A FICO (Fair Isaac Corporation) Score is an indication of an individual’s likelihood to pay his bills.  Components of a FICO Score:

· Payment History – 35%

· Amount Owed – 30%

· Length of Credit History – 15%

· Types of Credit Used – 10%

· New Credit – 10%

It's estimated by credit industry experts that roughly 75 percent of the U.S. population that is eligible for credit (i.e. 18 years or older), have a credit rating score at any given time that indicates the individual's credit worthiness to take out a loan, a mortgage, etc.

The best credit rates are given to people with scores above 770, but a score of 700 -- out of a possible 850 -- is considered good, according to Fair Isaac. The median score is about 725. Generic interest rate calculations on the myfico.com Web site show that when the score dips below the mid-600s, those consumers generally qualify only for "subprime" lending and the interest rate starts to climb significantly. (http://www.pbs.org/wgbh/pages/frontline/shows/credit/more/scores.html)
Things to Know (http://www.pbs.org/wgbh/pages/frontline/shows/credit/eight/):
· Even if you make your credit card payments on time, the credit card bank can raise your interest rate automatically if you're late on payments elsewhere -- such as on another credit card or on a phone, car, or house payment -- or simply because the bank feels you have taken on too much debt.  This practice is called the "universal default" clause and increasingly is becoming a standard clause in credit card agreements.
· A credit card company only has to give you 15 days notice when changing the terms of your credit card contract (e.g., raising interest rate, etc.)
· Your credit score -- known as a FICO score -- has become a vital statistic for many Americans and can be widely shared. It is used to determine how much you can borrow, how much you pay for life insurance, if you can rent a home, and, as already noted, it can be a factor in determining the interest rate you pay on a credit card.
· There is no limit on the amount a credit card company can charge a cardholder for being even an hour late with a payment.
· There is no federal limit on the interest rate a credit card company can charge.
· According to Professor Elizabeth Warren, Harvard Law School, the three main factors that trigger bankruptcy are (credit cards can be a factor in all of these):
1. Job loss

2. Medical Problems

3. Family breakups
