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This handy little guide outlines everything 
you might need to know before applying 
for a credit card, from the different types, 
a glossary of fees and charges to a useful 
checklist of things to do before applying.



Who calculates credit scores? 
A credit card is a convenient form of payment, giving you the option to borrow 
funds to make purchases on goods and services. If you are unable to repay the 
full amount you have spent each payment period, your credit card offers you the 
flexibility to carry over the balance to the next payment period.

Your credit card provider allows you to effectively borrow money with the 
expectation that you will repay a minimum, partial, or the full amount owing each 
month. When you do not repay the entire closing balance, the remaining amount is 
carried over to the following month and may be subject to an interest charge.

 What are the types of credit cards?
Credit cards can broadly be divided into four types below – however some credit 
card offerings may have aspects of more than one type of the below (eg. A low rate 
card with a balance transfer offer).

WHAT YOU SHOULD KNOW  
ABOUT CREDIT CARDS

Low rate Credit Cards
Credit cards with a low purchase interest rate. These type of cards may be more suitable for people who are unable to, 
or do not wish to pay off their credit card in full each month, or people who have an outstanding balance on a higher 
rate credit card and wish to switch to something more affordable.

No annual fee Credit Cards
A credit card that does not charge an annual fee for account maintenance or to keep the account open. These may suit 
people who intend to use the credit card for emergency purchases, or to keep as a back-up credit card for peace of mind 
that credit is there if needed but there won’t be any fees for keeping the account open.
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What is a credit card?

Low Rate Credit Cards

No Annual Fee Credit Cards

card offerings may have aspects of more than one type of the below (e.g. A low rate



Rewards Credit Cards 
A credit card that allows people to earn points for every dollar spent on eligible 
purchases, these points can then be redeemed for goods, gift cards, travel, cash 
back etc.

These cards may suit big and frequent spenders who are able to pay off their 
balance in full each month. Rewards cards usually come with a higher annual fee 
and/or reward program fee so it’s important to note that the people who don’t 
spend a lot on their credit card may find that the benefits they get from earning 
points may be outweighed by the cost of these fees.

Balance transfer Credit Cards
A balance transfer allows you to take the outstanding balance that you owe on an 
existing credit card and transfer it over to a new card. The balance is charged at a 
special interest rate that only lasts for a certain period of time eg. 0% p.a. interest 
on the amount transferred for 12 months.

These cards may suit someone who has an outstanding balance that they are 
unable to pay off at their current card’s interest rate, however it is important to 
note that once the time has elapsed on the balance transfer deal the interest rate 
will revert to either the standard interest rate on purchases or the cash advance 
rate (also called the revert rate) - both are generally much higher than the balance 
transfer rate so if paying off the outstanding balance in the time allotted to the 
balance transfer rate isn’t achievable this may not suit your needs.  Always be 
aware of the revert rate before you transfer a balance.
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Balance Transfer Credit Cards

These cards may suit someone who has an outstanding balance that they are 
unable to pay off at their current card’s interest rate. However, it is important to 
note that once the time has elapsed on the balance transfer deal, the interest rate 
will revert to either the standard interest rate on purchases or the cash advance 
rate (also called the revert rate) - both are generally much higher than the balance 
transfer rate. If paying off the outstanding balance in the time allotted to the 
balance transfer rate isn’t achievable, this may not suit your needs. Always be 
aware of the revert rate & any fees before you transfer a balance.

e.g. 0% p.a. interest



Hidden fees and costs
Credit card offers can often highlight the good features and downplay other fees or 
costs that you may incur with that product.  Make sure you read all of the product 
fine print and are fully aware of all the fees (eg late payment fees, balance transfer 
fees, annual fees etc) and also the time periods for all the interest rates (whether 
introductory or balance transfer) so you know when they revert to a higher rate.

 Make sure it has the features you need
When one feature of a credit card is a good deal it can often mean that there are 
drawbacks in other areas – for example, some no annual fee credit cards don’t have 
any interest free days so purchases may attract interest from day one. Make sure 
that the card you apply for has all the features that best suit your needs and ability 
to make repayments.

WHAT TO LOOK OUT FOR WHEN  
CHOOSING A CREDIT CARD

Useful extras 
Some credit cards also come with premium features such as a range of complimentary insurances, a concierge service, or 
preferred or elite membership levels to affiliated programs.  You should research thoroughly and factor these perks into your 
decision-making as you may end up double paying for things like travel insurance if you are unaware that it is an included 
feature of your credit card or perhaps you could cancel another service you are already paying for and save some money 
because it is included in your card package – read about some of the Hidden Perks of your Credit Card on our Credit Savvy 
Blog.

 Then you meet the requirements
All credit providers have their own requirements for a product against which they will assess your application for a credit card, 
these are often listed in their terms and conditions or eligibility criteria sections.  Things like, minimum wage, minimum age, 
employment status, minimum credit score, citizenship or residency are all usually taken into account.  Make sure you know 
where you stand before you apply, you can check your credit score anytime for free at Credit Savvy.
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(e.g. late payment fees, balance transfer
fees, annual fees etc.) and also the time periods for all the interest rates (whether

Hidden Perks of your Credit Card on our Credit Savvy

That you meet the requirements

https://blog.creditsavvy.com.au/2016/10/10/hidden-perks-credit-card/


FEES AND TERMS EXPLAINED

Credit Limit 
The maximum amount you have been approved to spend on your credit card set by your credit provider. 

Interest rate
The rate at which your outstanding balance increases per payment period when it goes unpaid.

Interest free days 
The number of interest free days is the maximum period of time that you will not be charged interest on a purchase. 

Purchase rate 
The interest rate charged on purchases made on the credit card. The standard purchase rate is variable and is subject to 
change.

Introductory purchase rate
An interest rate that is usually much lower than the standard interest rate on purchases and is only valid for a certain period 
of time. Once the introductory period has expired, any remaining balance will be subject to the standard interest rate on 
purchases. 

Cash advance
A withdrawal of cash from your available credit balance, usually incurring additional fees or a higher interest rate.

Balance transfer
Transferring the outstanding balance owed on your current credit card to another card, usually 
one with a better rate.

Balance transfer fee
A one-off fee charged when you make a balance transfer. It may be a flat fee or a percentage of 
the amount transferred.

Revert rate
The interest rate that your balance transfer credit card or some low rate credit cards revert to 
once the introductory period ends. This rate is usually much higher than the original rate and is 
the ongoing rate.

Annual fee 
The fee charged each year covering the cost to your credit provider for providing and 
maintaining your credit card account on the anniversary of the day you activated your credit 
card.

Late payment fee 
If you do not pay the minimum amount due by the date specified on your credit card statement, 
you will be charged a late payment fee.

Foreign currency transaction fee
A fee that is charged when you make any purchase in a foreign currency. This includes 
purchases made overseas and purchases made online in an international store.  The fee 
(generally 2-3%) is calculated on the total amount you spend and can vary depending on the 
type of credit card you use.
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Credit limit

A withdrawal of cash from your available credit balance, usually incurring additional fees and/or a higher interest rate (the 
cash advance rate). 
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one with a lower rate.



Credit score 
A (usually three-digit) number that represents your overall credit health. They can range from 0 – 1000 in theory but 
generally most people fall in the range of 550 – 800 with above 800 being considered an excellent score. Your credit score 
gives lenders a snapshot view of your credit worthiness and risk level ie. how likely you are to be a responsible credit user 
and pay back your loans on time.

Credit report 
A comprehensive record of your credit history provided by a Credit Reporting Body. If you are over the age of 18 and have 
applied for credit, it is likely that you will have a Credit Report with a CRB such as Experian.

Statement period 
The length of time that the list of transactions are reported on your credit card statement, normally this is 30 days but it may 
differ depending on which credit card provider you are with.

Minimum repayment 
If you have a closing balance at the end of each month, you are required to make a minimum repayment to your credit card 
provider. The minimum amount is usually a percentage of the closing balance (generally 2 to 3%) or a set dollar amount as 
determined by your credit card provider.
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i.e. how likely you are to be a responsible credit user

A comprehensive record of your credit history provided by a Credit Reporting Body (CRB). If you are over the age of 18 
and have applied for credit, it is likely that you will have a credit report with a CRB such as Experian.



BEFORE YOU APPLY CHECKLIST

Research and compare
The easiest way to do research and see what offers are out there and what will suit you is on a comparison site, at Credit 
Savvy you can compare hundreds of products in one convenient place.

Budget for your repayments
Set out a budget of how much you plan on spending and how much you can afford to pay back each statement period – this 
will help you decide on a product with a suitable interest rate – online tools like the ASIC Moneysmart Credit Card calculator 
can also help you do your sums. 

      

Get the Credit Card key facts sheet
As an Australian Government requirement credit providers must provide a credit card key facts sheet that details common 
features of the credit card such as fees and rates, which makes it easier to see all the details and compare different credit 
cards from various providers

Check your credit score
Your credit score is often a part of the overall assessment of your credit card application, make sure you check your 
credit score before you apply for any credit product so you know where you stand financially.  You can check your 
Experian credit score for free at any time with Credit Savvy - it’s free, secure and easy and it won’t affect your score.

Check that you meet the card’s minimum requirements
Credit providers usually outline some minimum requirements that you need to meet to have a chance at a successful 
application.

Check that your current lender can’t offer you a better deal
It can’t hurt to tell your current provider that you are thinking of switching to a different credit provider and asking if 
they can match the best deal you can find or offer you better terms on your current card (eg. waiving fees) if you stay 
with them.

Don’t apply for too many credit cards 
Each credit application can show up as an enquiry on your credit file and can impact your credit score, even if you 
don’t get approved.  Make sure you are sure you meet the requirements and that the card is the one you want before 
you apply.
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The easiest way to do research and see what offers are out there and what will suit you is on a comparison site. At Credit 
Savvy you can compare hundreds of products in one convenient place.

Each credit application can show up as an enquiry on your credit file and can impact your credit score, even if you don’t 
get approved.  Make sure you meet the requirements and that the card is the one you want before you apply.

Set out a budget of how much you plan on spending and how much you can afford to pay back each statement period – 
this will help you decide on a product with a suitable interest rate – online tools like the ASIC MoneySmart Credit Card 
calculator can also help you do your sums. 

. 

(e.g. waiving fees) if you stay

https://www.moneysmart.gov.au/tools-and-resources/calculators-and-apps/credit-card-calculator
https://www.moneysmart.gov.au/tools-and-resources/calculators-and-apps/credit-card-calculator
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