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Chapter 7
Buying Decisions
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Purchasing Choices

• Avoid impulse buying
• Follow a buying plan

7-1 Buying Plans

Large purchases should be 
part of a buying plan.
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Buying Plan

• Includes several steps to help you make 
good buying decisions
– Evaluate wants and needs

• Set criteria for the item or service
• Set a timeline for the purchase
• Set a spending limit

7-1 Buying Plans
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Buying Plan

– Gather information
• Comparison-shop
• Select a payment method

– Make the purchase
– Evaluate the purchase

7-1 Buying Plans
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Sample Buying Plan

7-1 Buying Plans

Need or 
Want Item Criteria Timeline

Spending
Limit

Washing 
clothes at 
home rather 
than going to 
a laundromat

Washer and 
dryer

Washer 
• Should be heavy-

duty
• Should have 

cycles for different 
kinds of items

Dryer
• Should use 

electricity 
• Should have 

several heat 
settings

1 year or 
sooner

$500
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Building Communications Skills

Informal Speaking 
• Used to share information and get a response 

from others
• Can be improved with these steps

– Express your ideas clearly
– Speak clearly using standard English and proper 

grammar
– Use an appropriate tone and volume level
– Listen to others and give them time to respond

7-1 Buying Plans
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Sources of Credit

• Service credit 
• Bank credit cards
• Store accounts

– Revolving credit accounts
– Installment credit plans

7-2 Sources and Benefits of Credit

INSTALLMENT PAYMENT PLAN
Initial Balance $800.00

Monthly Payment $28.92
Total Payments Amount $1,041.19
Interest Paid $241.19
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Sources of Credit

• Charge cards
• Loans

– Installment loan
– Single-payment loan
– Collateral
– Cosigner

• Lines of credit

7-2 Sources and Benefits of Credit
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Sample Credit Application

7-2 Sources and Benefits of Credit
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Sample Credit Application

7-2 Sources and Benefits of Credit
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Benefits of Credit

• Convenience and rewards 
• Increased spending power
• Records

– Proof of purchase
– Help with resolving disputes with merchants

• Protection against risks
– Fraudulent use of credit cards
– Settlement for damaged goods or disputes

7-2 Sources and Benefits of Credit
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Focus on...

Credit in America
• Credit is easy to get for many people 
• Credit can be used for online purchases
• Credit offers and use may pose a 

security threat 
• Credit use should be managed wisely

7-2 Sources and Benefits of Credit
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Success Skills

Managing Projects 
• Define the overall objective 
• Divide large projects into smaller parts
• Set a completion time for each part
• Identify resources and get approvals
• Monitor progress of the project
• Review the completed project

7-2 Sources and Benefits of Credit
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Credit Costs

• Fixed rates
– Interest rate is set and does not change each 

month 
– Can change with written notice

• Variable rates 
– Can change often without prior notice
– Tend to rise fast when interest rates in 

general go up

7-3 Costs of Credit
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Methods of Computing Interest

• Adjusted balance method

7-3 Costs of Credit
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Methods of Computing Interest

• Previous balance method

7-3 Costs of Credit
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Methods of Computing Interest

• Average daily balance method

7-3 Costs of Credit



Slide 18

Methods of Computing Interest

• Minimum payments

• Penalties and fees

7-3 Costs of Credit

Minimum payments can be high on an  
expensive purchase, such as a car.
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Special Rates

• Credit card interest rates are given as 
annual percentage rates 

• Creditors must clearly state the rate of 
interest on all credit offers

• Low introductory interest rates often 
last only a few months 

7-3 Costs of Credit
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Checking Credit Statements

• Compare the charges on the statement 
with sales receipts and purchase records

• Verify that payments and credits have 
been recorded

• Note fees charged
• Verify the interest amount and the new 

balance owed 
• Contact the company regarding errors

7-3 Costs of Credit
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Technology Corner

Applying for Credit Online 
• Consumers can apply for many types of loans 

online
• Applications require sensitive personal data 
• Do not respond to credit offers sent to you 

online
• Apply only at sites that you know are for a 

reputable company

7-3 Costs of Credit
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Ethics

Credit Card Fraud 
• Take steps to help prevent credit card fraud

– Guard your cards and account numbers
– Carry only one or two cards at a time
– Do not lend your cards to others
– Cut cards and receipts into pieces before 

discarding them
– Report lost or stolen cards right away

7-3 Costs of Credit
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