
EFFECTS OF CREDIT CARDS

While credit cards can be convenient and in some circumstances, provide cardholders with cash and other rewards
simply for using them, there is a downside to.

You can actually be turned down for a job because of negative items on your credit report , especially high
debt amounts, bankruptcy, or outstanding bills. How to avoid it: Pay your balance in full to avoid paying any
interest on purchases. Financial experts look more often at credit card delinquency rates as a measure of how
many consumers are struggling with debt. Thankfully, your liability for fraudulent credit card purchases is
limited, but you have to report these charges quickly. By LaToya Irby Updated May 07, As you're maxing out
your credit cards and ignoring your bills, it might not dawn on you that your credit could be affected. When
they use too much of the credit made available to them, it can raise their credit utilization rate. This can reduce
consumers' personal profitability over time, leaving them with fewer options for spending, saving and
investing their discretionary income. Read through your rewards program to learn what purchases earn
rewards. Credit card incentives can provide greater access to credit for individuals whose financial history or
income would otherwise prevent them from securing an account, and this can result in an increase in the
number and amount of credit defaults in the consumer market. Trends of default can greatly affect consumer
borrowing throughout the economy. Every purchase made on credit costs consumers more than an equivalent
cash purchase because of the interest charged on outstanding balances. Check with your credit card issuer to
see exactly what your card offers and consider these things before applying for a new credit card. Revolving
credit is a type of debt generally associated with credit cards because as consumers pay down their balance
each month, they are able to incur more charges. Borrowers experience a boost to their purchasing power --
but at the cost of higher personal expenses. Tips While the use of credit can act as a catalyst for consumer
spending and economic growth, a disproportionately large amount of credit use can introduce risk into the
economy. Borrowing creates the illusion that you can afford a better lifestyle than you really can. The problem
is not just the size of the burden, but how certain you are about how you will repay it -- the bigger the
uncertainty, the greater the fear. A Delicate Balancing Act The debate about whether credit card debt hurts or
harms society is ongoing. Many of the consumers who took advantage of the incentive will have used their
new cards responsibly, boosting their credit scores as a result. They're not necessarily checking for bad credit,
but for items that could affect your job performance. Understanding the impact of credit card incentives on
consumer borrowing can build a foundation for understanding how credit card companies influence the
economy as a whole. When Credit Cards Can Hurt Your Credit Scores There is a tendency by people to use
their credit cards when they are running low on savings or are recently unemployed.


