How to Calculate Credit Card Minimum
Payment and Interest

Find out which method your credit card issuer uses to charge interest. Most credit
card companies use a method called average daily balance. Figure your average
daily balance by adding up the balances on each day (purchases minus payments
made each day), then dividing it by the number of days in the billing period. For
example in a 30-day period: For days 1 through 15, you have a balance of $1,000.
You make a payment on day 16 of $500. For days 16 through 30 your balance is
$500. So, (15 x 1,000) + (15 x 500) = 22,500. Divide that by 30 and you have an
average daily balance of $750.

Figure out how much interest you will pay each month. If you have an APR of 13.99
percent, divide by 12 to get the monthly rate: 1.1658 percent. Multiply that percentage
(.011658) by your average daily balance ($750 in our example) to get $8.74. That will
be your interest charge. If you have a higher interest rate (say 19.99 percent APR),
calculate the payment the same way: 19.99/12 = 1.6658 percent. 016658 x $750 =
$12.49 in interest each month.

Figure your minimum payment. Note that your interest charges (and any other fees)
are added to your balance. Credit card issuers require a certain percentage of your
balance to be made as a minimum payment each month. Find out the percentage the
issuer charges, usually between 3 percent and 5 percent of your balance at the end
of the period. So, at the end of the billing period, in our example (with a 13.99 percent
APR), there is a balance of $500 and an interest charge of $8.74 for a total balance of
$508.74. If your issuer requires 3 percent for a minimum payment, you multiply 0.03
by 508.74 to get a minimum of $15.26. However, most will round this down to an
even $15. Incidentally, most credit cards also have a policy of charging at least $15
per month as a minimum on smaller balances.
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