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Tips for Borrowing Wisely 
 
Borrowing can help us achieve important goals 
in life such as higher education and home 
ownership. Borrowing decisions that you make 
early in your adulthood can impact your ability 
to  achieve these goals later in your life. That is 
why it is important to understand how to 
borrow wisely. Follow these tips to help you 
make good decisions: 
 
 Make your payments on time and in full 
 
 Be aware of all fees that may apply to your 

loan or credit card. Loans may include 
upfront fees like origination, late, and/or 
early repayment. Credit cards may charge 
annual fees, late fees, and fees for certain 
transactions like cash advances 

 
 A credit card is a loan. Purchases made on a 

credit card must be repaid, with interest. 
Your credit card balances count as part of 
your overall debt, which could keep you 
from qualifying for other loans 

 
 Shop carefully for your loan. You may find a 

lower interest rate or more favorable terms 
 
 Be proactive in handling a repayment 

problem. Contact your lender as soon as 
problems develops. 
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A good credit history can be one of your 
greatest financial assets. With  good credit, 
you will be more likely to be able to borrow 
when you need to. In some cases, a strong 
credit rating will make you eligible for a lower 
interest rate or better borrowing terms. Here 
are some ways that can help build good credit: 
 
  If you are just starting to build credit, 

consider a co-signer, particularly for a 
secured loan like a car. Remember that a 
co-signer’s credit will be harmed if you 
don’t make your payments on time and in 
full. 

 
 Don’t exceed your credit limit. 
 
 Notify your lender or credit card issuer if 

you change your name or address. 
 
 Monitor your credit report, at least 

annually. It’s important to ensure that your 
report contains accurate information, and 
an annual examination can alert you to any 
errors. 

 
You can receive a free copy of your credit 
report once a year. To  see your credit report 
from each of the three major credit bureaus, 
visit annualcreditreport.com or call 1-877-322-
8228 
 
 

https://www.annualcreditreport.com/index.action


What do lenders look for? 
  
Lenders will examine three things when they decide whether or not to 
lend you money.  
 
1. Credit History. Have you paid your bills on time and in full? 
 
2. Financial means. Can you afford the payments on the money you 
borrow? 
 
3. Current debt. How much do you already owe? 
 
Need help determining how much you can afford to borrow? Use one 
of our loan calculators. 

Principal—Amount you borrow 
from the lender before any fees 
or interest. 

 

Interest—The money you pay the 
lender for the use of  the money 
you borrowed.  

 

Secured Loan—A loan  for which 
you pledge some sort of 
collateral, like a house or car, 
which  may be repossessed by 
the lender if you don’t meet the 
terms of your repayment. 

 

Unsecured Loan—A loan for 
which collateral isn’t required. 

 

Revolving Loan— Gives you 
continuous access to a credit 
source, up to a credit limit. You 
repay only the amount you’ve 
borrowed (plus interest on that 
amount), so your monthly 
payment varies, as does the 
amount available to borrow.  

 

Installment Loan— Has  a fixed 
term (length of time); your 
monthly payments are the same  
and if you make all payments on 
time and in  full, your loan is 
paid off within  the specified 
timeframe. 

Understand these frequently 

used terms 

Scholarships>>> 

ask the experts >>> 

Do you have a question? 

 

Contact Anjana Paul at  

anjana.paul@commercebank.com 

 

Borrowing  
Defined 

more >>> 
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Scholarships any student can win 
 
$1,000 Commerce Bank Scholarship Sweepstakes 
 
 
$1,000 Plan for College Sweepstake 
 
 
 
 
 
 

https://www.commercebank.com/personal/loans/calculators/
http://www.commercebank.com/scholarship
https://www.salliemae.com/student-loans/sweepstakes/college-answer-rules/

