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Using Credit Wisely Pays Off for a Lifetime

When you take out a student loan or apply for a credit card, you are entering the world of credit. 

Using credit has many benefits, but it’s important to understand how to use credit wisely, so you don’t pay more than you should in interest and fees or develop a bad credit history that can haunt you for years.

The bottom line with any type of credit: Pay it off and pay it on time. Here’s why: If you have an outstanding balance of $5,000 on your credit card, and your card has an interest rate of 14 percent, it will take you more than 20 years to pay off the balance if you make only the minimum monthly payments. By the time you pay it off, you’ll have added another $4,167 in interest — for a total of $9,167. 

And that’s if you don’t buy anything else with your credit card.

But credit cards are only one type of credit students are likely to access during college. If you live in an apartment off campus, you’ll have rent, utilities and other bills to pay each month. Even if you live on campus, you’ll need to pay for your cell phone and possibly make monthly payments on a car. When you graduate, you’ll likely add student loan payments to the list.

Establish and check credit

It’s important to pay bills on time because that is how you establish good credit. In addition to paying your credit card balance in full each month, don’t charge up to the maximum limit. Credit reporting agencies track your bill-paying history, and they rate individual credit reports based on this information. Paying a bill late, or not at all, lowers your credit rating. 

With a good credit rating, you’ll be able to obtain additional credit to buy a house or car or qualify for loans for other purchases or additional education. With a low credit rating, you might not be able to obtain additional credit or you might have to pay a much higher interest rate. In addition, businesses and potential employers can access credit report ratings and use the information in making hiring decisions.

It’s wise to check your credit report each year to ensure it is accurate. You can get a free copy of your credit report at www.annualcreditreport.com or by contacting one of the three main credit reporting agencies:

· Experian 
www.experian.com
· Transunion 
www.transunion.com
· Equifax
www.equifax.com
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