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ABSTRACT 

Credit, in the form of credit cards, is something most of us want, need, 

and use almost every week of our adult lives. Credit card is an amazing 

alternative to cash as it allows us to buy goods and services on credit 

and pay for them later on. Learning how to use a credit card wisely helps 



us to save money in the long run and avoid the trap of ongoing debt. We, 

healthcare professionals viz. doctors, dentists are fond of flaunting flashy 

and fancy cards (read: credit) in front of friends and family, even when it 

is not in our best financial interest. For some of us, elite cards are more 

status symbol than bargain. A study conducted by National Bureau of 

Economic Research (USA) says that people with lower levels of self–

esteem are especially likely to reach for a pricey card that they think 

other people will associate with glamour and prestige. Cardholders with 

higher levels of self–esteem, on the other hand, tend to be less 

susceptible to superficial marketing tactics, such as when issuers 

(banks) drive up costs and limit access in order to make a credit card 

seem special. The study also found that when people experienced a boost 

in their self–esteem, they then tended to be less attracted to flashy cards. 

Many of us, though, use credit cards for convenience, so that we can 

avoid carrying cash in our pockets for purchases like consumables, 

petrol and household items. Some experts do believe that it makes sense 

to use them when done with responsibility, thought and keeping the 

budget foremost in our mind. Many financial advisors strongly advise to 

pay cash for everything and avoid credit cards entirely, especially in a 

cash rich market like India. There are always contrasting viewpoints to 

that though. The pro side says that credit is important to have and 

protect and to learn to use wisely. Having good credit is important in a 

number of ways as we may get the best credit interest rates by having a 

good credit rating (CIBIL score in India) and credit history. However, one 

hopes that he never has to use those interest rates, but in an emergency, 

it can be vital to have credit available and at a lower interest rate. For 

larger purchases, such as buying a home or a car, we may sometimes 

require good credit rating to qualify for a heftier loan (if unable to pay 

cash) and those lower interest rates can add up to quite a bit of savings 

and earn us the tax advantage also especially for a home loan. Credit 

ratings and history are sometimes also used to evaluate a person’s trust–



worthiness (although to a lesser extent in India but will be used 

predominantly in near future soon) in paying back the loan or in other 

aspects like an apartment for rental or even for a job.  

So what can we deduce from the above?  

Are credit cards good for our health?  

INTRODUCTION 

First introduced to the public in 1958-59 in USA and used sparingly for 

the first few decades, credit cards today have become a permanent 

fixture in our daily lives especially doctor and dentists. From the 

convenience of not having to carry hard currency to the luxury of buying 

what we want, when we want, credit cards promise a whole new world of 

freedom for us. The concept of credit isn’t new, but credit cards have 

made the process of getting and using credit to finance purchases 

simpler and easier for millions of people, everyday. By definition, a credit 

card is a payment card issued to the users (cardholders) to enable the 

cardholder to pay a merchant for goods and services based on the 

cardholder's promise to the card issuer to pay them for the amount plus 

the other agreed charges (if any). The card issuer (usually a bank) creates 

a revolving account and grants a line of credit to the cardholder, from 

which the cardholder can borrow money for payment to a merchant or as 

a cash advance. Credit cards are usually issued by banks and financial 

institutions allowing the user to make purchases and pay for various 

services by borrowing money from them. Apart from providing the 

much needed alternative to cash, credit cards also offer us benefits in 

the form of rewards, cashbacks, 50 day interest–free period (on an 

average) and much more. The demand for credit cards in the Indian 

market is growing rapidly and hence, many of the leading banks have 

launched plenty of credit card options for the customers to choose 



from. A credit card is however, different from a charge card, which 

requires the balance to be repaid in full each month. In contrast, credit 

cards allow the consumers to build a continuing balance of debt, subject 

to interest, being charged. A credit card also differs from a cash card, 

which can be used like currency by the owner of the card. A credit card 

differs from a charge card also in that a credit card typically involves a 

third–party entity that pays the seller and is reimbursed by the buyer, 

whereas a charge card simply defers payment by the buyer until a later 

date. Most of us don’t know that we have a choice between different 

credit cards as we gleefully accept the credit card offered to us but we 

should know making a choice is our fundamental right (provided we 

fulfill the eligibility criterion). Many banks in India actually provide a 

dizzy assortment of cards that carry specialized benefits ranging from 

rewards, cashback and shopping to offering miles, fuel and 

entertainment. Choosing the perfect card can make all the difference 

between enjoying benefits that are perfect for us, instead of getting those 

benefits only that are of negligible or no use to us. There is nothing called 

as the perfect credit card in the world that can be rated number one 

because that rank depends on one’s preferences, choices, needs and 

tastes. 

REVIEW 

Few Credit Card terms we should all be aware of before 

using them: 

Cashless payments in India have been consistently on the rise in the 

past decade or so and demonetization on 8th November, 2016 accelerated 

it further as well. There are numerous cashless payment options 

currently available but debit and credit cards are definitely the modes of 

choice preferred by the urban youth of India. We might be very adept 



with the usage of credit cards for purchases, but it is imperative that we 

understand all the technical jargon associated with this plastic currency 

as well. The predominantly used credit card terminology is listed below:  

1. Credit Limit: This is the maximum amount that we can spend on 

the credit card via POS (Point of Sale) swipes and online purchases 

in a billing cycle. The credit limit is liable to change periodically 

based on our usage pattern and repayment history. In case, we have 

paid our earlier credit card bills on time, the credit card issuer may 

decide to increase our credit limit. Alternately, they may decrease 

our credit limit if we have made multiple late payments on our credit 

card bill or have not settled credit card debt in the past. 

2. Cash Advance: This is a feature using which we can withdraw cash 

using our credit card at select ATM machines in India or abroad. 

The cash advance is usually a separate portion other the card’s 

assigned credit limit and is mentioned separately and must not be 

used unless it is a grave emergency. Cash advance incurs two 

separate charges; a cash withdrawal charge (a flat fee) plus a cash 

advance interest rate charge which is calculated daily from the day 

of cash withdrawal onwards. Cash advance interest rates are very 

high and can easily range from 4% to 8% every month on the 

outstanding cash withdrawal amount which roughly translates to 

annual interest rates of 48% to 96% and is a real steep price to pay 

for convenience and the ability to make impulse purchases in my 

opinion. 

3. Over Limit Charges: In case, we make a transaction that exceeds 

the credit limit assigned to our card, some card issuers (banks and 

financial institutions) do not decline the transaction but place an 

over limit charge on the credit card account. This is usually a flat fee 

that will appear on our subsequent card statement. However, 



overcharging our card will show up on our credit report and can 

adversely affect our credit score. 
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4. Annual Percentage Rate: This is the annual interest rate that is 

being charged by our credit card company on any unpaid balances 

that we may have on the credit card. This specifically refers to the 

interest rate chargeable on swipe or on online transactions in case 

we have not paid off the amount in full by the due date. Usually 

credit card interest rates are shown in the monthly rate format i.e. 

2% per month which refers to an Annual Percentage Rate (APR) of 

24%. A double digit interest rate is quite a big ask in today’s times. 

On an average, in India, annual interest rate on credit cards is 

around 41% (see image above), which is an incredibly high cost 

compared to other available options. In India, the interest rate on 

credit card debt is classified as a Finance Charge and also known as 

the Annual Percentage Rate (APR). Some banks express APR as a 

monthly rate (APR divided by 12), which can seem deceptively low to 

an unsuspecting consumer. Given the extremely high average credit 

card APR in India, it is important to understand how we are charged 

interest on the credit card to keep potentially exorbitant costs under 

control (I will deliberate that in detail below). 

5. Revolving Credit: In simple words, it is a credit limit that keeps 

getting renewed every time, the outstanding debt is paid off. I will 

deliberate on this as how it works with the help of an example. 

Suppose we have a credit card with a limit of ` 50,000 and at the 

end of the billing cycle, we have ` 20,000 outstanding on the card. If 

we pay off the entire amount at the due date, the limit that we can 

use on the credit card will once again be ` 50,000 in next cycle. If we 

pay only ` 5000 of the outstanding ` 20000 the available limit will 

drop to ` 35,000 (because we still have ` 15,000 as the amount 

outstanding) from the original limit of ` 50,000. In legal terms, 

revolving credit refers to a contract between us and the card issuer 



that we will make payments in part or full every time, a bill is 

generated in order to use the credit facility offered by the card. 

6. Chargeback/Disputes: In case we find an error in our monthly 

statement such as a transaction that we did not make, we have the 

option of initiating a chargeback or dispute. This procedure ensures 

that the card issuer will reverse/revert (put back) the money in lieu 

of the transaction (charge) that failed or were carried out by an 

unauthorized card user. Knowing our card issuer’s chargeback and 

dispute resolution procedure can be a great help to us in case of any 

billing discrepancies (I will deliberate that in detail below). 

7. Credit Card Grace Period: Let us assume that we have a credit 

card billing cycle of 2nd April through 1st May, the bill due date 

will be 2nd May and the due date for payment will be 22nd May, 

then any purchases that are made within the period [3 weeks (20-

21 days) from bill generation date and about 50 days roughly in 

total] will remain interest free until the due date. This is the grace 

period that is offered for most credit cards in India, after which 

the balance will be subject to penal interest, late payment charges 

and any other penalty etc. Any cash advances that are taken on 

our credit card, however, do not enjoy the benefit of a grace 

period. 

8. Credit Card Bill Payment: When we get the credit card, a billing 

cycle and date is mentioned on the document provided with the 

card. This is the date on which the credit card bill is generated for 

the given billing cycle for which we are required to pay on or 

before the due date. The outstanding amount on the credit card 

will be shown as two variants – the minimum amount due and 

total amount due. The total amount due is what is required to be 

paid in totality. However, if one can’t afford to pay the total 

outstanding amount, the bank gives us the option to pay the 

‘minimum amount due’. When we pay the minimum due amount, 



no late payment fee will be levied. However, the bank will charge 

interest (APR) on the remaining balance for as long as it stays in 

our account. So, it is advisable to always pay the total amount 

due on the credit card so that we can save on the late payment fee 

as well as the interest charges. Making late payments on credit 

cards can also dip our credit score. Our credit report has a section 

for ‘Days Past Due’ which records the number of days after the 

due date during which the amount remained outstanding in our 

credit card account. This leads to a low credit score which in turn 

makes it difficult for us to get heftier loans, if needed in near 

future for housing, education, vehicle (car) or personal loan for 

children marriage etc. 

 

A Credit Card Statement 
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9. Billing terminology: Some important billing terms related to the 

credit card are: 

a. Total Amount Due: This is the total amount that we have to 

pay towards our credit card. 

b. Minimum Amount Due: This is minimum amount we must 

pay in order to avoid any late payment charges. 

c. Billing Date: This is the date on which our credit card 

statement is generated. 

d. Billing Cycle: This is the period between two billing dates. 

e. Due Date: This is the date on or before which we should clear 

our credit card dues. 

f. Reward Point Balance: This is total number of reward points 

in our account. 

10. Billing cycle: Banks usually set the billing date as the 20th or later 

of every month. Knowing this date is important to get a longer 

interest free cycle. If the interest free credit period is 50 days and the 

billing date is 2nd (as mentioned above for a billing cycle of 2nd of this 

month to 1st of next month) and due date to pay 22nd, so if we make 

a purchase on 3rd, it will be billed in the next cycle (with a maximum 

50 days interest free period) but if we had made a purchase on 1st, it 

will be billed on 2nd only in same cycle and we won’t have a long free 

credit period [in fact, the least interest free credit free period (almost 

3 weeks or 20 days)] also known as the grace period (as mentioned 

above). Thus, if we make a purchase a day before the cycle closing 

date, we will have 20–21 days (3 weeks) to pay for it before incurring 

interest; but if we complete a transaction, the day after the billing 

cycle closes, we will have an additional month until the next cycle 

closes (30–31 days) plus another 20–21 days to pay off our balance 

(maximum 51–52 days). So, it is always wise to plan the purchases 

accordingly to have a maximum interest free period to pay back the 



outstanding amount with a little bit of planning especially on heavy 

purchases. 

11. Interest rate: We are charged interest only when we carry forward 

some balance amount. If we pay our bills in full always, we will 

never incur penal interest. So, if we are one to pay our bills on time 

and in full, interest rates shouldn’t matter much to us. As 

mentioned above, they are anyways on very higher side. After all, 

banks and financial institutions are out there to earn only through 

credit cards banking on the fact that we will delay or forget paying 

our payments, sometime. 

12. Annual Fees: Most credit cards carry an annual fee, joining fee and 

a renewal fee. If we use our credit card sparingly, we should go in for 

a credit card that doesn’t carry annual fees. Some cards waive the 

annual fee if we spend above a certain limit. So, if one is a big 

spender, he or she doesn’t need to worry about the annual fee. 

13. Late Payment charges: Be always aware of how much the bank 

charges if we miss the payment due date. Banks can also increase 

our penal interest rates (sometimes, some cases and not all) when 

we default on our monthly payment. 

14. Cash Credit: Cash credit usually carries high interest rates and not 

even a single day of credit free period. So, cash should be withdrawn 

only if absolutely and urgently needed. We have to know the exact 

details (as per offer document) of the same before we use our credit 

card to withdraw money. 

15. Rewards: If our bank is offering reward points, it is a good lure but 

it is always better, not to be taken away by how many points we can 

earn on our credit card. Credit card reward points are just a small 

reward for spending on our card. On an average, we can usually 

earn 1 point for every ` 100 we spend. We can redeem these points 

at an average rate of 1000 points for a ` 250 – ` 500 voucher. So it 



might cost us ` 1 lac to earn a voucher worth ` 500 sometimes. A 

reward catalogue gives us the best idea about the same and it is 

wise to read before we apply for a credit card to see if our rewards 

are really worth it. 
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How Credit Cards work? 

Credit cards are simply a form of loan. The financial institution or the 

bank which is issuing these credit cards is normally extending its 

customers a line of credit i.e. money which an individual may not 

possess. In exchange for this, the customer or the card holder is 

required to pay the issuer, the amount in monthly installments with 

interest along with an annual fee for the card (that’s the bank or 

financial institution’s expectation). Credit card debts are normally 

unsecured as for any normal credit card an individual is not required 

to give any collateral or mortgage an asset to receive these funds. The 

financial institution or the bank which issues an individual any kind 

of credit card basically judges the creditworthiness of an individual 

through his credit rating (CIBIL score) and then decides to issue him a 

particular credit card with specific limits and features since card 



payment default is increasing day by day in India (data shared in next 

sections). 

APR Explained – Grace Period and Charging Interest 

As I detailed above, most credit cards have an interest-free "grace 

period", whereby spends made during a given month or billing cycle, 

won't accrue interest if we pay our full balance in the following cycle. For 

example, let us assume a consumer uses a credit card to buy a Bajaj 

Pulsar Bike for ` 70,000 on 10th April. Then, on 2nd May (assuming the 

date of statement generation similar to billing cycle assumed above), the 

bank sends a statement of all spends made in April and how much is 

totally owed (` 70,000 if nothing else was spent in April). 2nd May is 

called the statement date. The statement will also indicate when payment 

is due (called the Payment Due Date), in the above billing cycle, it would 

be 22nd May. As long as the ` 70,000 balance is paid by 22nd May, no 

interest will be charged. In this case, the grace period is 42–43 days (10th 

April–22nd May) or the number of days from when the bike was 

purchased on 10th April to the payment due date of 22nd May. Grace 

periods, however, may vary by bank slightly, so it is very important to 

pay attention to payment due date depending on the specific situation. If 

a credit card balance is not paid off in full each month, the grace period 

will cease to apply from next month. In the above example, assume the 

consumer already had a small unpaid balance of ` 500 on his credit card 

from the previous cycle that had been due for a few months. Interest on 

the ` 500 would not be a very big deal, but the existence of any old 

balance would mean that the interest free period on new purchase of 

Bajaj Pulsar Bike would not take effect in this case and that the ` 70,000 

would begin accruing interest right away on 10th April, when the bike is 

purchased. Banks apply a daily rate of interest to any credit card balance 

at the end of each day. The daily rate is calculated by dividing the annual 



percentage rate (APR) by 365. In this example, a 41% annual rate (typical 

in India) would equate to 0.11% (41% ÷ 365). So, he would be charged 

0.11% × ` 70,000, or approximately ` 77 each day, he doesn’t pay down 

the balance. By the 2nd May statement date, he would be charged 

interest for 23 days (10th April–2nd May, inclusive). Thus, he would owe 

an additional interest of ` 1,771 on top of ` 70,000 for the motorbike. 

Lastly, banks will charge Goods & Services Tax (GST) of 18% on interest 

as well and on ` 1,771 of interest, GST will result in a further charge of ` 

319, for total additional cost of ` 2,090. When temporarily strapped for 

cash, paying almost 3% extra @ ` 2,090 ÷ 70,000 (2.985% to be exact) to 

finance a one off motorbike purchase for one month isn't the end of the 

world, but carrying credit card debt over the long run can be very costly, 

exacerbated by compound interest (the concept of charging interest on 

interest – already called as the eighth wonder of the world by many). If a 

credit card balance is not paid up quickly, an extra 10% would be owed 

after just 3 months, while waiting a year would cost an extra of 

approximately 56%. In the above example, we ignored minimum amount 

due (typically 5% of the total amount in India) for simplicity. However, 

repeatedly just paying the minimum amount is not viable in the longer 

run as it will not provide significant relief to the high interest charges 

outlined. For completeness, if the consumer in the above example didn’t 

at least pay the minimum amount due, he would incur additional 

charges up to several hundred rupees each month. Further, failure to 

pay the minimum amount could result in a default and reporting of the 

same by bank to credit bureau’s, which would make it further difficult 

for the consumer to borrow money in the future from any bank etc. as 

the benchmark for everyone is the same; checking the credit worthiness 

of a person via credit rating (CIBIL score) through the credit bureau’s. 

There are much better alternatives other than taking on the expensive 

credit card debt though (I will be detail them in depth in other sections).  



 

High Cost of Credit 
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How to use a Credit Card? 

A credit card company enters into agreements with various merchants 

for them to accept their credit cards. The credit card issuer (usually 

bank) issues a credit card to their customer. When a bank issues the 

credit card, a revolving line of credit is created for the customer and 

this line of credit may be used by the card user to make purchases or 

to get cash advances by using their credit cards like ATM or debit 

cards. The card holder then receives a monthly bill that can be paid off 

before the due date without incurring any interest for using the credit 

provided by the card issuer. When a purchase is made, the cardholder 

is basically agreeing to pay the card issuer the amount that has been 

incurred, at a later date. While making a purchase, the card holder 

has to swipe the magnetic strip of the card on a card machine at the 

shop. These days most banks and financial institutions have replaced 

the same with an EMV based Chip card as an additional layer of 



security which can be inserted in the EDC terminal to pay. The 

merchant copy of the receipt generated needs the card holder's 

signature for validation for swipe, however in EMV based Chip Cards, 

the customer enters the PIN and hence, no signature may be required. 

All newer credit cards feature this more secure chip and pin system, 

where the chip on the card is read by the merchant's EDC (card) 

machine and a four or six digit pin is required to complete and validate 

the transaction. Apart from using the card through physical 

presentation for various options as discussed above, the booming 

online shopping industry has also benefited hugely through the 

availability of credit cards. Key details required for completing an 

online transaction using a credit card usually include the card 

number, the card expiry date, the CVV number on the back of the card 

and a net banking transaction password or one time password sent to 

the user’s registered mobile number. 

Features of a Credit Card: 

Normally, a credit card comes with the following features: 

1. Brilliant Alternative to Cash: Having a credit card is a very safe 

and convenient alternative rather than carrying a wad of cash 

everywhere especially for big ticket purchases. It makes shopping 

hassle free and also ensures safety of money plus giving an option 

of chargeback if the merchant plays harakiri. 

2. Big No to Black Money: All transactions recorded through this 

route have to be paid back through banking channel only (no cash 

route). It helps track the spending mode and module of the 

consumer as well and believe me; the IT department keeps a sharp 

eye on the lifestyle of the doubtable individuals (mismatch in IT 

return and lifestyle) as firstly credit cards are fully KYC compliant 

(Aadhar and PAN linked) and secondly the status and spends of 



an individual (through credit card purchases) is usually compared 

with the amount of ITR filed by the IT department. Experts believe 

that the IT department in its endeavour to curb black money also 

keeps a close eye on the social media websites as well where 

people especially, these days like to flaunt their luxurious lifestyle 

which as per their IT return, they don’t seem to possess.  

3. Emergencies: Whether there is a medical emergency or some 

other kind of urgent cash requirement, credit cards can provide a 

good option by making immediate credit available under such dire 

circumstances and help us get out of financial mess at that given 

point of time. 

4. Universal Acceptable: The biggest beauty about the credit cards 

is that courtesy VISA and MasterCard being prime carriers of 

credit cards along with Amex (American Express), they are 

acceptable worldwide anywhere anytime. 

5. Making Big Purchases: The EMI concept is equally wonderful 

associated with credit cards as compared to APR which is on 

higher side, the EMI still falls in affordable range. The whole 

concept of ‘buy now pay later’ makes it rather easier for people to 

make some big purchases and setting up an EMI pay back method 

with their banks. Many third party shopping sites like Amazon 

and Flipkart etc. even offer an interest free EMI option of up to 3–

6 months of purchases made because of their tie up with certain 

cards during certain offer period (I will take up the EMI concept 

below in upcoming sections). 

6. Building up a Good Credit Score: One of the biggest advantages 

of owning a credit card is that it is easy to build a credit history 

through the credit card transactions. Repaying all the credit card 

dues on time helps create a credit score which, in turn, can help 

us in getting loans in the future. Many times, loan applications 

are rejected because the applicant doesn't have a credit history 



and having a credit card and using it wisely is one of the easiest 

ways to build up our credit history. 

7. Secure Transactions: Newer credit cards feature the EMV chip and 

Pin system, which adds to the layer of security, hence they are safer 

than carrying around bundles of cash and also save us from credit 

card fraud. Large cash transactions have anyways been banned by 

Indian Govt. as now as per Section 269ST, any person who enters 

into a transaction of ` 2 lac or above in cash, will be liable to a 

penalty of an amount equivalent to the amount of transaction.  The 

move to curb cash transactions above a threshold is aimed at 

curbing black money and promoting digital economy. To make the 

online transaction more secure, a two step authentication system 

is followed, where apart from the information on the card such as 

card number, expiry date and CVV an OTP or a secret password is 

also required to complete the online transaction which is sent to 

our registered mobile number. 

8. Tracking Our Purchases: When using cash, it becomes a tad 

difficult to keep track of all the purchases. However, with a credit 

card, we can easily maintain a track record of the transactions 

that we have made with the help of our monthly credit card 

statement and before that checking the same online via unbilled 

transactions section through internet banking of our credit card. 

 

Components of a Credit Card: 

A credit card is not all about the number and the chip; there is a lot 

more information available on the front and back of a credit card. It is 

imperative that before using a credit card, one must be aware of and 

know the different parts of it. Knowing the same can be a lot handy for 

us in times of need especially when the card is lost (by mistake) or 

stolen (by theft). Although courtesy the two tier authentication system, 



there is a less chance that it can be misused, but still we will need the 

other information for blocking or informing the bank or financial 

institution. 

 
Front Side of a Credit Card 

The front side of a credit card contains the following information: 

 
 

Front of a Credit Card 
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1. Credit Card Number: It is a 16–digit number that identifies the 

credit card account with the bank. In case of Amex Credit Card, 

the card number will have only 15 digits. We need to provide this 

number when making online purchases. This number is unique 

for every card hence one should never share it with anyone else. 

2. Expiry Date: This is also mentioned on the bottom of the credit 

card. This is the date through which the credit card remains valid 

and active. 

3. Bank Logo: This section includes the branding of the issuer bank 

or financial institution. It can be on the top right or top left corner 

of the credit card. 



4. Card Name: Banks launch different series of credit cards and the 

same will be mentioned on the card itself. For example, in case 

of HDFC Regalia Credit Card, HDFC Bank is the lender branding 

bank and Regalia is the card series name. 

5. Cardholder’s Name: The primary user’s name is also mentioned 

on the front side of the card at the bottom. 

6. Chip: The magnetic strip credit cards have now become outdated 

and the new cards have a smart chip on the front side also known 

as the EMV Chip. This helps in preventing fraudulent activities 

like card cloning or card simulation. 

7. Network Logo: In India, the credit card usually belongs to any of 

the three payment networks mentioned, primarily the first two – 

Visa, MasterCard and American Express. Logo of the same would 

be on the front side of the credit card. 

8. Contactless Sign: If we have a Contactless Credit Card, we would 

find a sign for the same on the front. We can use a contactless 

card by just waving it near a NFC–enabled PoS machine without 

having to swipe it. 

 
Back Side of a Credit Card 

Following information is available on the back of the credit card: 

1. Magnetic Stripe: This stripe contains the credit card details and 

plays a major role in making payment at PoS Terminals. When we 

swipe our card, information is sent to the bank through payment 

network to authorize the transaction. 

2. CVV: There is an additional security code CVV (a three digit 

number) on the back side of the credit card. CVV number is 

required to be mentioned at the time of making online payments 

to merchants. CVV number is not required though in cases if 

physical transactions made 



 
Back of a Credit Card 

(Image Courtesy: Paisa bazaar) 

3. Signature Panel: There is a small panel given underneath the 

magnetic stripe where we are required to sign. We must sign our 

credit card before we start using it. 

4. Hologram: There is also a mirror–like hologram on the back side 

of the credit card. It usually has an image printed on it which is 

visible when we change the viewing angle. This helps merchants 

identify between a valid credit card and a fake one. 

5. Bank Contact Information: The back side of the credit card also 

contains some contact information of the bank. It may also 

include an address (usually there) to which the card must be 

returned, if found unattended. 

6. Terms and Conditions: If the credit card has any important 

terms and conditions related to its usage, the same would be 

mentioned on the back, for e.g. ‘Not valid for payment in foreign 

exchange in Pakistan and Bangladesh’. 

Benefits of Credit Cards: 

Credit card holders can enjoy the following benefits: 



1. Welcome Offers or Sign-up Bonuses: Most banks offer the card 

holder different types of welcome benefits. These benefits may 

come in the form of gift vouchers, discounts or bonus rewards 

points and can be availed by activating the bank credit card 

within a stipulated time period. 

2. Reward Points or Cash Back: Every time we make a purchase on 

our credit card, we receive a few reward points credited to our 

account. The accumulated reward points can be redeemed to avail 

free gifts and merchandise. Often, companies offer a special two–

three month promo periods where spending in a certain category for 

e.g. restaurants or transportation, nets us double or triple the usual 

reward points. As described above, when we reach a certain point 

threshold, we can redeem our points for gift cards or buy items 

outright from the credit card company's online rewards catalog. 

3. Cash Back: This is basically direct cash rewards which are 

directly applied to our card account. The cash–back credit card 

was first popularized in the United States by Discover and the idea 

behind it was simple; use the card and get 1% of the card balance 

refunded, regardless of what we bought or where we bought it. 

Today, the concept has grown and matured and some cards now 

offer 2%, 3%, 6% or even 10% back on selected purchases. 

4. Frequent Flyer Miles: If we have a travel credit card, we may 

earn airmiles instead of reward points which can be redeemed at 

the time of booking flight tickets. This perk basically predates 

almost rest of all the other offers. This was started first by Kingfisher 

Airlines (redundant now) in India in association with ICICI bank way 

back in late nineties and early 2000’s. They began offering the 

chance to earn frequent-flyer miles via an affiliated credit card and 

now, almost every airline offers at least one credit card for such 

offer.  Cardholders rack up miles at a rate pre–set by the company. 

The price of the plane ticket we ultimately redeem our miles for will 



determine, how valuable this credit card reward is, but 

many frequent flyer cards are made immensely more valuable by 

their mileage welcome offers or signup bonuses. These are usually 

enough to put us 50–100% of the way towards a free flight within a 

month or two. 

5. Fuel Surcharge Waiver: This benefit can be availed on almost all 

credit cards, nowadays and with fuel–centric credit cards, some 

extra perks are also offered. Whenever we refill our vehicle, the 

surcharge is waived off along with some cashback (during an offer 

period, sometimes) provided that we spend a certain minimum 

amount of money. 

6. Airport Lounge Access: Some credit cards also offer a certain 

number of complimentary lounge visits in a year at domestic 

airports as well as international airports. Routine credit cards 

may not offer such luxuries but travel–centric credit cards and 

especially, premium credit cards offer these benefits. 

7. Safety: Paying with a credit card makes it easier to avoid losses 

from a card fraud. When a thief uses our debit card, the money goes 

missing from our account instantly. Legitimate expenses for which 

we have scheduled out online payments or issued cheques may 

bounce, triggering insufficient funds charges plus penalty and a risk 

of jail term (bounced cheque) as well as making our creditors 

unhappy too. Even if it is not our fault, these late or missed 

payments can also lower our credit score as well. It can take a while 

for the fraudulent transactions to be reversed and the money 

restored to our account while the bank investigates. By contrast, 

when our credit card is used fraudulently, we don’t lose out on any 

money instantly, we just notify our credit card company of the fraud 

and don't pay for the transactions, we didn't make while the credit 

card company resolves the matter in the interim. 



8. Insurance: Credit cards also offer plethora of consumer 

protections like insurance cover and also cover accidents up to a 

certain amount; which may be air accident coverage, lost card 

liability cover or an overseas hospitalization cover amongst many 

others options as well. 

9. Universal acceptance: Certain purchases are difficult to make with 

a debit card because debit cards from nationalized banks and a few 

private banks also these days come with mostly RuPay options (after 

changed RBI or GOI guidelines), which are still not acceptable at 

every merchant unless the merchant’s EDC terminal has an updated 

software from company end but credit cards are usually from Visa, 

MasterCard or Amex (predominantly, the first two in India), which 

offer universal acceptance across the globe at all EDC terminals 

particularly for Visa and MasterCard.  

10. Cash Advance: We can also withdraw cash directly from an ATM 

using our credit card. This is quite beneficial in times of a dire 

emergency when we might need some urgent cash. 

11. Building Credit: If we have no credit or are trying to improve 

our credit score, using a credit card responsibly will help a great 

deal, because credit card companies will report our payment activity 

to the credit bureaus. Debit card usage doesn't appear anywhere on 

the credit report, so it can't help us build or improve our credit. 

12. Interest Gain in Grace Period: When we make a debit card 

purchase, our money is gone right away from our bank account. 

When we make a credit card purchase, our money remains in our 

bank account until we pay off our credit card bill. Hanging on to our 

funds for this extra time can be helpful in two ways. First, the time 

value of money, however infinitesimal, will add to our wealth. 

Postponing payment makes our purchase that much cheaper. 

Beyond that, our cash will spend more time in our own bank 

account and if we pay our credit card from a high-interest earning 



saving bank account like YES, Kotak, RBL or AU Small Finance 

Bank, we will earn on our money during the credit card's grace 

period and that extra interest will add up to a meaningful amount, 

eventually. Second, when we always pay with a credit card, we don't 

have to watch our bank account balance as closely otherwise. 

13. Chargeback Claim Option: Chargebacks are a forced transaction 

reversal initiated by the cardholder’s bank. They were meant as a 

consumer protection mechanism when introduced, but are often 

over–utilized these days. As a merchant, chargebacks can be a 

frustrating threat to their livelihood but if we are a consumer of 

credit card, chargebacks represent a shield between us and 

dishonest merchants. Chargebacks working can appear very similar 

to traditional refunds, yet there is one very relevant difference; 

rather than contacting the business or merchant for a refund, the 

consumer (i.e. us) asks the bank to forcibly take money from the 

business’s (merchant) account. An investigation follows and if the 

bank feels the cardholder’s request is valid, funds are removed from 

the merchant’s account and returned to the consumer; the 

consumer, on the other hand, is in no way obligated to return 

whatever was purchased. The merchant has no say in this. In fact, 

merchants won't even know it what happened most likely until after 

the event. As a consumer protection, the chargeback process is 

naturally skewed towards the cardholder’s safety, in multiple ways 

so that the vein in our forehead stops throbbing relieving our blood 

pressure and high adrenaline rush associated with such matters. 

The rules set by Visa, MasterCard and American Express usually 

give us 120 days to get a claim in and the clock usually starts 

ticking from the date of the payment, though it is variable and does 

depend on the type of situation and a host of other factors also. It 

covers purchases of almost any value made on our card. We can use 

it to get our money back if: 



a. A purchase does not arrive 

b. The company we buy from goes bust (especially in case of 

warranty claim) 

c. Goods or services are not as described or are in an unsatisfactory 

condition 

d. We are charged more than agreed for a purchase or are charged 

more than once 

e. Our card has been used fraudulently.  

 
14. EMI Option: One of the main reasons why people wish to take a 

credit card is, so that they can convert their high-value purchases 

into easy Equated Monthly Installments (EMI).  The EMI facility 

offered on credit cards makes them one of the most sought-after 

financial tools in the market. The EMI option makes it possible for 

us to purchase any high-value article and repay the amount to the 

bank in easy to manage monthly installments. Today, almost every 

major credit card issuer and leading retailer allows their customers 

to make purchases on EMI using their credit card. This applies to 

both online and offline retailers and we also get the option of 

choosing the repayment tenure for the EMI availed. Usually, the 

minimum purchase value that qualifies for the EMI facility lies 

around ` 2,000 – ` 2,500. Another exciting introduction that is 

gaining popularity these days is the no cost EMI facility (3–6 months 

maximum, though) offered by all major online retailers. Using this, 

we don’t have to pay any interest amount on our EMI facility that we 

avail. One important thing to bear in mind while purchasing 

anything on credit card EMI is to ensure that we make timely 

repayment of the dues to the bank. This is a very healthy practice 

and would help us build a healthy credit score. 



Credit Cards Chargeback – Some in-depth discussion 

Chargeback is the new word for "friendly fraud" these days because 

consumers are abusing the chargeback process which blindly refers to 

customers deliberately stealing from merchants by claiming legitimate 

purchases as fraudulent. Chargebacks were designed as a form of 

consumer protection but industry regulations have not kept pace with 

rapid changes in technology and payment options and this has allowed 

chargeback to become weapons, consumers now use against merchants. 

Cardholders might file a chargeback for any of a number of wrong 

reasons listed below: 

1. The consumer uses a chargeback to avoid a restocking or handling 

fee. 

2. The consumer has a ‘buyer’s remorse’. 

3. The return process seems too cumbersome. 

4. The consumer wasn’t patient enough to wait for (or didn’t 

understand) the delivery schedule. 

5. The consumer didn’t act promptly and the return time limit has 

expired. 

6. A family member made the purchase but the cardholder doesn’t 

want to foot the bill. 

7. The cardholder forgot about or didn’t recognize the transaction. 

8. The cardholder wants to make some extra money and/or wants 

something for free now as well. 

According to consumer claims at the time of filing, nearly half of all 

chargebacks are supposedly in response to unauthorized transactions. A 

recent survey, however, found that over 80% of cardholders filed a 

chargeback simply because they didn’t have time to request a refund 



from the merchant. The consumer might think a single incident of 

chargeback fraud is no big deal, but that mentality is clearly creating a 

very substantial problem. Financial losses from credit card fraud result 

in loss of huge amounts in fees, false positives, lost merchandise and lost 

revenue for eCommerce merchants. Of that, experts estimate that at 

least 5–10% is caused by friendly fraud but in reality, the actual costs 

are much higher. In order to fully understand the repercussions of their 

actions, consumers need to be made aware of the effect, chargeback has 

on merchants. At the same time, it is absolutely essential for merchants 

themselves to understand how a chargeback affects their bottom line. 

Chargebacks represent a serious danger to a business’s longevity and 

sustainability. Prevention and risk management should be high 

priorities, but stemming the flow of chargebacks is challenging due to the 

number of players involved and number of moving parts. Chargeback, 

however, is not a legal requirement and is not guaranteed though. 

Credit Cards EMI Option – Some in-depth discussion 

EMI or equated monthly installment is the amount the borrower needs to 

pay every month to the lender of the loan. In most cases, an EMI would 

be the sum of principal amount and the interest divided by the tenure of 

the loan. However, the interest calculation varies from case to case. EMI 

on credit card purchases is almost a similar concept. It is the third 

repayment option introduced by the credit card companies to make debt 

clearing even easier for the credit card users. 

Two existing credit card bill payment methods 

Typically, credit card users are supposed to clear their credit card bill in 

two ways: 

1. Full payment of credit card bill on or before the due date. 

2. Partial payment of due, also called as minimum payment, by due 

date. 



While the first repayment method attracts no interest, except for 

providing the users a larger repayment window, the second comes with 

its strings. Once we have paid the minimum due, the bank starts 

charging interest on the remaining amount on a daily basis. The recent 

addition to the credit card repayment options is the EMI conversion 

option. Availability of the option is, however, subjective to the bank and 

the customer. Neither all the banks provide this option, nor can all the 

credit card users avail it. One needs to check with the bank for the 

availability of EMI conversion option on his credit card. 

Converting Credit Card Bills into EMIs 

‘Convert your credit card bill into easy monthly installments’, ‘shop in 

full, pay in parts’ are the popular catchwords being used by credit card 

providers to encourage customers to opt for EMI conversion option on 

their credit card outstanding bills. While some call EMI conversion on 

credit cards a trick to lure customers, others find it useful especially 

when making big ticket purchases using credit cards. Though the 

concept is simple, many of us are confused whether or not to opt for the 

option. Before we reach the conclusion whether it is a good viable option 

or a bad one, let us discuss all the aspects associated with the EMI 

conversion option, which can help one take the decision (good or bad) 

based on his financial situation. 

EMI Conversion on Credit Card Bill / Payment 

Converting credit card payment into EMIs is almost similar to availing a 

loan and repaying it over a specific period. The total credit card bill or a 

credit card purchase related to one particular item will be converted into 

a loan allowing us to repay our debt in small installments each month. 

Just like how a typical loan attracts interest on principal, a certain 

amount of interest will be added to the actual credit card bill while 

converting it into a loan. The interest will be added to our total bill and 



the sum will be divided equally over the chosen tenure. The tenure 

offered on EMI conversion is typically between 3– 24 months. The longer 

the tenure, the higher will be the interest rate. A 24–month tenure loan 

will attract more rate of interest than a 3–month loan. However, the 

interest charged on credit card EMIs is relatively lesser than revolving 

interest rate charged on credit cards and any late payments otherwise. 

Thus, the EMI conversion option provides a temporary relief allowing us 

to pay both principal and interest every month till the debt is cleared. 

How to Calculate EMI on Credit Card Bill / Payment? 

Many banks follow monthly reducing balance method to calculate EMIs 

for credit card payments. Unlike flat interest rate and revolving interest 

rate, the reducing interest rate benefits the user as the interest keeps 

reducing as the tenure goes by. In the monthly reducing balance method, 

the interest will be applied to the principal, which reduces each time we 

pay an EMI. That means the interest will be charged only on the 

remaining loan balance, which is the difference between our actual loan 

amount and the total amount of EMIs we have paid till then. Though the 

EMI amount remains the same over the tenure, the payment made 

towards principal and interest keeps changing every month. That means 

we will be paying less interest as our loan keeps reducing over the 

period. 

EMI Conversion of Credit Card Bill – Interest rate, Processing Fee 

and Other Charges 

While converting our credit card bills into EMIs, banks typically charge 

an interest of 1.2% to 1.8% per month. The interest, as mentioned 

earlier, will be charged on the outstanding loan amount every month. 
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Besides interest rate, banks also charge a onetime processing fee which 

typically varies from bank to bank. Other charges include goods and 

services tax (GST), which will be levied on interest amount of EMI and 

processing fee on a monthly basis. Effective from 1st July 2017, the GST 

on credit card payments is 18%. If we opt for cancellation, pre–closure or 

foreclosure of EMI facility, we are charged a pre–payment fee on the 

outstanding principal loan amount. The foreclosure fee will also attract 

GST. 
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How to Convert Credit Card Payments into EMIs? 

There are two ways in which banks offer conversion of credit card 

payments into EMIs: 



1. Convert the entire credit card outstanding bill into EMIs 

2. Convert one specific retail transaction for conversion 

 
1. The first option enables us to convert our entire credit card 

outstanding bill into equated monthly installments. However, 

neither every bank will offer this, nor can every cardholder can avail 

it. We might need to call our respective credit card provider to check 

our card’s eligibility. We can also check our internet banking 

account to know the same. Once we confirm the availability of EMI 

conversion option, we should follow a bank specific method to avail 

this option. Different banks offer different ways to convert our credit 

card bill into EMI. A few of them include using phone banking, 

internet banking or by sending an SMS. 

2. In the second option, users have to make retail purchases, either 

online or offline, eligible for EMI conversion, using their credit cards. 

Many banks have partnered with leading brands across industries to 

provide best EMI deals for their customers. Once they have made 

the purchase, their credit limit will be debited with the total 

purchase amount, while the EMI amount will be billed every month. 

The EMI will be included in the minimum amount due payable by 

the customer. 

Advantages of converting purchases into EMIs  

As said above, some credit cards provide us with the convenience of 

converting a transaction into easy EMIs (Equated Monthly Installments). 

There are times when we use our credit card for bigger transactions but 

are unable to make to make the payments in time, in those cases, the 

credit card issuing bank will provide us with an option to convert our 

purchases into easy EMI. Based on the transaction amount, the user can 

choose to make the payments over a period of time. The credit card EMI 

option empowers the users to take advantage of the EMI option at 



attractive interest rates. As a credit card user, we won’t need to worry 

about swiping our card over our spending limits. Additionally, the EMI 

conversion will help us avoid the revolving interest rate that is higher 

than the interest rates for the EMI. The banks typically charge a small 

fee for converting purchases into EMIs. In order to take advantage of this 

service, our purchase amount should be over the minimum amount that 

is indicated by the bank. Every bank has their own eligibility criteria for 

credit card EMIs. We can convert our purchases into EMIs by contacting 

our bank through phone, visiting the branch or internet banking 

services. Once we login to our credit card account, we will notice an 

option for EMI conversion next to our purchases that meet the minimum 

threshold. By following few simple steps, we can convert our purchases 

quickly. 

Credit Card EMI Calculator – How to Calculate the Credit Card EMIs 

The calculation is performed by adding the monthly payable amount with 

interest and service tax. Depending on the bank, the interest rate will 

vary. We can choose to make the payment in 6, 9, 12, 18 and 24 

Installments. Our bank can provide us with additional specific 

information pertaining to the credit card we own. Many people wish to 

take a credit card to convert their high–value purchases into easy 

Equated Monthly Installments (EMI).  

So, what are these EMIs?  

As detailed above, EMIs are used to pay off both interest and principal on 

our borrowing so that over a period of time the entire loan is paid off in 

full. Credit card EMIs can be calculated manually or using an excel sheet 

to cross-check whether our bank is charging us fairly: 

For calculating credit card EMIs, we will need the following information  

P = Principal Amount 



R = Rate of Interest (this should be the monthly rate and not the APR) 

T = Tenure of the Loan 

For calculating the EMIs in Excel Sheet, we should use this formula – 

PMT (rate, nper, pv). The result will come in negative or red highlight, 

which indicates that it is cash outflow. 

The formula to be used for manual calculation is 

EMI = [P x R x (1+R)^N]/[(1+R)^N-1] 

Here, P stands for the Principal loan amount, R is the interest rate per 

month and N is the number of monthly installments. Using the above 

formula, we will get the same result as we got from the excel sheet. 

However, both these calculations are lengthy and complicated. A simpler 

method is to use the EMI calculators available freely online on various 

websites to find out the EMI that we would have to pay per month using 

the above three components – Principal, Rate of Interest and Tenure of 

Loan. 

Types of Credit Cards 

Indian Banks and financial institutions offer different credit cards to suit 

the varied tastes and preferences of customers. We need to identify which 

category we prefer the most to find out which credit card is right for us. 

We need to identify who we are rather than who we want to be. In simple 

words, whom we want to show off is the main question for those who 

indulge in such activity. The main types can be categorized as follows: 

1. Shopping: If we like to shop, lifestyle cards will offer us a plethora of 

benefits that include deals, discounts, cashback and rewards. Many 

times, banks partner with stores to bring us fabulous deals that we 

won’t be able to resist. These cards may also give us access to 



exclusive sales, previews and more. Shopping cards are not limited 

to retail shopping. Cards are designed for groceries and household 

needs. With these grocery cards, homemakers can enjoy deals while 

they look after their home and family. 

2. Travel: There is a difference between a person who loves to travel 

and a traveler. If we actually travel a lot for business or for pleasure, 

we can earn a number of rewards by spending on our credit card. If 

we are a person who loves to travel, but doesn’t actually get down to 

doing it, this card wouldn’t be the best for us. Travel cards let us 

earn miles when we spend. It also might provide us great insurance 

cover for our life, baggage and travel time. These cards may also 

provide access to lounges and concierge services like flight, hotel 

and cab bookings. 

3. Entertainment: If we like going out to places like clubs, dinners, 

movies, concerts and more, we could get discounts, complimentary 

drinks, free tickets, exclusive invites and earn rewards on our 

spends via such card options. 

4. Fuel: If we find ourselves filling up our petrol/diesel tank more than 

often (field work), the fuel cards could benefit us. We will get fuel 

surcharge waivers. We can earn credit card reward points when we 

spend on fuel and related products. Make sure to know the details of 

such credit card because some cards, courtesy their tie–ups, require 

us to fill up only at specific petrol pumps or any petrol pump but 

swipe on that bank’s specific machine to get the desired benefits 

mentioned in the card for availing offers. 

5. Others: There are a number of other unique cards that are designed 

to suit special needs. These are reward cards; cash back cards, 

student cards, golfing cards, educational cards and many more. We 

can choose the card that we feel would be more apt for us. 
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Rewards, Cashback or Airmiles: What should we go for? 

Credit card providers always come up with new ways to attract 

consumers. Some credit cards specialize in rewarding a particular 

spending habit. Credit cards reward the customers primarily in the form 

of Points, Cashback or Airmiles. Choosing a particular rewards credit 

card after identifying our spending habits is very important as it allows 

us to maximize our returns on those transactions.  

But Really? Should a Rewards Program decide our Credit Card? 

The Answer is a Resounding YES 

Our credit card rewards options are almost endless. If we get a co-

branded card issued by a petrol pump chain, a hotel chain, a clothing 



store, our rewards may increase even faster. The trick is to find the card 

that best fits our spending patterns. Doing the reverse i.e. altering our 

spending patterns to fit with a particular card is foolish, but if we are 

already spending a few days a month in a particular hotel chain or a 

specific airline, it is best to use the card that will encourage our 

continued patronage by offering us discounts. One of the biggest selling 

points for credit cards is the rewards that they offer on our transactions. 

There are hundreds of credit cards presently, being offered in India. They 

vary on the interest charged, annual fees, suited for a particular 

spending motif or rewards program associated with it. Credit card 

selection should be dealt with as much seriousness as given to any major 

loan decision. Hence, credit card applicants must consider the reward 

program as an important factor and match it positively to their spending 

habits. This point can be best illustrated through this example; suppose 

we are frequently make retail or online purchases but we rarely travel 

(may be once a year for vacations). If in this scenario, we take an airmiles 

credit card that gives minimal miles on retail purchases and bonus 

points on flight bookings, then our purchases are not efficiently 

rewarded. On the flip side, our airmiles won’t accumulate enough to 

make the infrequent airline ticket free, as our points start to expire after 

2 years. This way we can never truly maximize our purchases/spends or 

make our credit card working for us. Let us see the various reward 

options linked with credit cards: 

1. AirMiles Credit Cards: Many banks or financial institutions offer 

airmiles as an incentive to use their cards. The cards may be 

independent or co–branded with an airline partner. The airmiles 

reward credit cards directly reward our eligible transactions with 

airmiles which can be redeemed on our airfare. Co–branded credit 

cards come in association with certain airlines and reward us with 

frequent flyer miles directly but with that particular airline only. 



Independent credit cards offer the user to redeem points on any of 

the partner airlines associated with the provider. Both options offer 

huge savings as the generic credit cards charge a fee when 

converting points to airmiles. These credit cards also offer discounts 

and additional benefits when used for booking flight tickets. The 

benefits can range from extra baggage weight allowance to priority 

pass lounge access. Certain airmiles reward credit cards also give 

away annual complimentary flight tickets depending on the 

customer profile and spending habit. 

2. Reward Credit Cards: Most of the credit cards reward the user in 

points. What sets these cards apart are the flexibility they offer to 

the users. The points can be redeemed on a wide range of selection 

offered through their rewards catalogue. The rewards catalogue 

offers a host of selection ranging from apparels, electronic items, 

travel vouchers, luxury and lifestyle items and much more. The 

reward credit cards are a great choice for those who are new to 

credit cards or those who love shopping. Some of the reward credit 

cards also offer a chance to convert the points to airmiles for a 

nominal fee. This allows the casual traveler to upgrade their class of 

ticket or book one using their accumulated reward points. 

3. Cashback Credit Cards: Some credit card providers offer cash back 

as an incentive to entice the users. Here, the credit card issuing 

bank or the financial institution pays back a small percentage of the 

amount spent by the consumer. This card is for the users who value 

their money and want to be free from the restrictions offered on 

other reward programs such as expiration date (airmiles or reward 

points) or redemption fee (to order merchandise). The savings are 

done in the currency alone and the accumulated money can be used 

by the user whenever they want. The beauty of the cash back credit 



cards is that such savings never expire unlike the reward points or 

airmiles. 

4. Best of the Three Worlds: If we find that we don’t have a particular 

spending habit and make mixed purchases mostly, then we can go 

in for the credit card that offers us a bit of everything. These credit 

cards reward us with points that can be converted to cash or 

airmiles. The cash, most of the times, can only be used to pay the 

outstanding amount. These credit cards do not usually charge a 

conversion fee as well. These credit cards will not be as efficient at 

maximizing our returns as a cashback, airmiles or rewards credit 

card but then this is a small price to pay for the versatility offered by 

such cards. 

 

A little bit detail about Credit Card Reward Points 

As we discussed above, banks or financial institutions that offer credit 

cards generally reward their credit card holders with gifts, freebies, 

discounts and other deals. Reward programmes encourage customers to 

use their credit card for bill payments, shopping, dining, travel and more. 

In return, customers can stack up points and redeem them later for a 

variety of perks and gifts. Reward points are valued at much lesser than 

the value actually spent on the credit card, but it is only a perk offered 

by the bank and is not a way to earn our money back. However, once we 

have accumulated enough reward points, we can redeem them for 

airmiles, merchandise, cash, gift vouchers and much more. 

How to earn Reward Points 

Each bank offers different methods of earning points. Points earned will 

vary between different cards based on whether the card is a basic credit 

card or one that has a high priority. Credit card companies usually offer 

the following schemes: 



1. Welcome Rewards: Some banks welcome the customer into being a 

credit cardholder by crediting their rewards account with welcome 

points. We can earn a few thousand reward points from the word go 

just by joining the credit card company. Some card issuers also 

reward extra points if we spend on our credit card within the first 90 

days of the card issuance. 

2. Regular Rewards: For every `100 we spend on our credit card, we 

usually earn a pre–set number of reward points. This can range from 

1 point and up to even 10 points or more depending upon the card 

type of any promotional offer period going on. 

3. Bonus Points: We can earn bonus points when we spend a certain 

amount on our credit card, for e.g. we earn 1 reward point for every 

` 100 spent, but if we spend ` 1.5 lacs or more on our credit card in 

a month, any additional expenditure in the month will earn double 

the reward points for every ` 100 spent. 

4. Accelerated Rewards: We can earn extra points when we spend on 

special categories such as shopping at partner stores, partner 

restaurants, dining expenses, entertainment and so on. For 

example, if our credit card is travel–oriented, we can earn extra 

points when we spend on bus tickets, train tickets or flight tickets. If 

our card is a shopping–oriented card, we might earn extra points on 

retail purchases. 

5. High–value Purchases: Spending on purchases that are of high–

value such as jewelry, travel bookings and holidays can fetch us 

more reward points. 

6. International Rewards: Some credit cards can earn extra points for 

spending on the card while we are abroad, although they may come 

with a rider for linked charges (details in upcoming sections). 



7. Loyalty Points: Some credit card companies also offer rewards 

upon renewal of our credit card and for our loyalty to the credit 

card, we can earn a significant sum of points to be redeemed later. 

8. Add–On or Supplementary Cards: We can avail of add–on or 

supplementary cards for our family members as well with credit 

limit clubbed to ours (sometimes). The only condition is that they 

should be major having attained the age of 18 years. Any points 

earned for spends on this card will be credited to the main credit 

card holder’s rewards account. 

Reward Points Redemption 

Redeeming the reward points can be done in a number of ways and this 

depends on the methods offered by the bank. Before we opt to redeem 

our accumulated reward points, check out the following pointers: 

1. Minimum points required: Depending on our credit card features, 

we will either require a minimum number of points to be eligible for 

redemption or there may be no minimum points required. Every 

reward, however, will cost us some number of points that we will 

require to be able to redeem our reward points. 

2. Expiration Date: Almost all reward points earned have an 

expiration date. Banks usually set this date at around 2 or 3 years 

from when they were earned. Keep checking the reward points 

summary regularly and redeem them on time to avoid losses on the 

same. 

3. Redemption Fee: There is usually a fee associated with redemption 

of reward points. This fee is approximately ` 99–100 which is 

charged for handling and processing the rewards. 

 

We can then go ahead and redeem our rewards for a gift of our choice. 

Banks offer various methods that make it convenient for customers to 

convert their points into gifts quickly and without any hassle. 



Modes of Rewards Redemption 

1. Online: Redeeming the points is the easiest through the online 

banking mode. Simply register for online banking on the bank’s 

website; usually card holders have a savings account of same bank 

also linked with it from where they make the monthly bill payments 

or if not from same bank, we might have to link our credit card to 

any of our online banking account in order to access our credit card 

information. We can then use our user ID and password to log in 

and once logged in; we can view our unbilled transactions, credit 

card statements, pay our credit card bill, view our rewards summary 

and redeem our points as well. We can have access to the rewards 

catalogue to view and choose the gifts, we like the best. The rewards 

can be picked as per the points balance. Placing the order is very 

easy and the merchandise or gift of our choice is delivered to our 

registered postal address in credit card account in approximately 10 

business days after our order is processed by the card issuing bank. 

Any handling charges will be charged to our credit card. 

2. Customer Care: We can contact the customer care of our bank via 

phone or email. Over the phone, a representative will walk us 

through our points balance and the process of redemption. We can 

place our request for redemption with the representative. Provide the 

required details and the product we have chosen. We might be 

required to download the redemption form, fill it up and email it to 

the customer care. Again, as I said above, it can take approximately 

10 business days for our order to be processed and delivered and 

any handling charges of approximately ` 99–100 will be charged to 

our credit card and reflect in next statement. 

3. Post: We can download the rewards redemption form or get one at a 

bank branch. Fill it in and mail it to the bank’s credit card division 

postal address. From the date of receipt of the form, it can take 10 to 



15 working days for our reward to be shipped to our registered 

address. The points will be reduced from our rewards point balance 

and the merchandise or gifts or vouchers will be delivered to us. 

4. In–Store: Some banks partner with a number of retail stores and 

online stores where customers can shop and pay for their purchases 

with their reward points. Any balance amount for the purchase will 

be charged to the credit card. This is also known as a fast–track 

option where mode of payment is Points + Pay. 

What can we redeem Reward Points for? 

Banks offer a variety of rewards to choose from under their rewards 

programmes, each bank trying to outdo others. Listed below are some of 

the rewards we can redeem our points for: 

1. Merchandise: The best way is to refer to the rewards catalogue 

provided by the credit card issuing bank to see what products are on 

offer that matches our points balance. Choose merchandise 

according to family’s or own liking, which can either be one product 

or multiple products. Merchandise can span across various 

categories that include Electronics and Appliances, Smart phones, 

Music Accessories, Apparel and Accessories, Footwear, Home and 

Décor, Kitchen, Health and Wellness, Travel Accessories, Stationery, 

Perfumes, Personal Care, Movie Tickets, Bus Tickets, Air Tickets, 

Hotel Bookings, Mobile Recharge, DTH Recharge and Gift Cards etc. 

2. Gift Vouchers: We can redeem our points for gift vouchers which 

are valued at ` 100 to ` 5,000 or more. Gift vouchers can be used to 

shop at the respective store or the online store. Gift voucher 

categories can include apparel, books, groceries, lifestyle, food, 

beverages and more. With a gift voucher, we can redeem it for 

products or items from the brand’s store. Any remainder amount 

can be paid by means of our choice i.e., cash, debit card, credit card 

etc. 



3. Airmiles: Credit cardholders can convert their reward points into 

AirMiles with partner airlines depending on the frequency of travel of 

the card holder.   

4. Room Miles: Banks sometimes partner with hotels for their rewards 

programme as well. Under this option, customers can convert their 

reward points to room miles which they can redeem at the partner 

hotels.  

5. Cash Back: Many card holders prefer to convert the points for a 

cash back which can be either used against their credit card bill or 

can be used to shop on their credit card. Cash backs are one of the 

great options to reduce the credit card’s outstanding monthly 

balance. 

6. Charity: We can use our reward points to make a donation to a 

charity that is listed with the bank in the rewards catalogue. We can 

make donations to sponsor kids’ mid–day meals or education for 

poor children. We can also contribute by helping the disabled, blind, 

elderly, the poor and the less fortunate but more deprived ones. 

Charities under the rewards programmes also include contributions 

towards health, environment, employment, traditional employment, 

women and youth. Our reward points will be converted into the cash 

value and donated to the charity of our choice. 

7. Transfer Points: Some banks allow customers to transfer a certain 

limit of reward points earned to their family member/s or friend/s 

who may also be holding credit card/s from the same bank. Axis 

Bank is one of the examples that provide this facility to transfer 

reward points as a gift to a family member who is an Axis Bank 

customer. 

 

So, which is a better option for credit card: reward points 

or cash back?  



It is difficult to ignore the convenience options offered by a credit card. It 

is not only a safer option compared to cash transactions, but also offers 

benefits in the form or rewards or cash–back options. However, picking 

up credit cards randomly can defeat the purpose of the benefits offered 

by them. Therefore, it is prudent to know the payback options and how 

we can make the most of them before we opt for one: 

 
1. Cash back: In the case of a cash–back card, we get back a fixed 

percentage of the amount we have spent every time we swipe it. The 

amount varies for various banks and card issuers may notify us 

about the changes in their offers from time to time. For instance, the 

Citibank credit card gives 5% cash back on movie tickets, telephone 

and utility bills and 0.5% for all other transactions. Besides, most 

banks set a minimum transaction amount on their cards to qualify 

for the benefits and have a cap on the cash they return to the 

customer, for e.g. the minimum transaction amount for the 

Standard Chartered Super Value Titanium card is ` 750, with 

maximum cash back of ` 100 per transaction and ` 500 for a 

month. The process of redeeming the cash reward also varies. Some 

banks let us adjust the cashback amount against that due for the 

next month’s bill. While for some banks we may have to call the 

customer care number to get our cash rewards, others may pay it 

every month or at a pre–determined period. Some cash–back offers 

also come with a limited validity period. Cash–back cards, however, 

come with a few set of conditions like for e.g. if we fail to pay our 

dues on time, the cash back we accumulate will not be credited to 

us. Therefore, like any other financial product, it is better to go 

through the fine print (offer document) and know all the benefits of 

the card before we pick up one. 

 



2. Reward points: Like cash–back cards, we can accumulate reward 

points on card purchases. For every ` 100–150 we spend on our 

card, we get 1–5 points, for e.g. the Standard Chartered Platinum 

Rewards Points card lets us earn five points for ` 150 spent. Each 

point earned can be worth between ` 0.25 and ` 1, depending on the 

bank and the product. Customers spend and accumulate reward 

points, which they can redeem for various products and vouchers 

through net banking and phone banking. If they do not redeem their 

reward points in time, they might lapse. 

 

Choice of Awards 

(Image Courtesy: Google) 



How to pick the right card then? 

Both cash back and reward point cards have their own advantages and 

limitations. The good part about cash back is that most banks 

automatically adjust it against the outstanding bill amount next month. 

However, reward points have to be redeemed against products. As per an 

industry survey numbers, only 35–40% of reward points are being used. 

Most cash–back cards come for specific spending categories, such as 

dining and entertainment. If we spend across categories, generic reward 

point cards work well. However, our choice of cards should depend on 

how much we spend on it and for what expenditure (see image above). 

So, irrespective of the card we choose, if we use it irresponsibly, we could 

end up in a debt trap. Choosing the right card is as important as using 

the card sparingly and only to buy things that we need. Apart from 

choosing the right card, we need to choose the right bank as well. Many 

banks may offer us credit cards. We could choose the bank with which 

we maintain our savings or current account so that payment making can 

be easy. There are other banks that allow us to take cards without 

having a savings or current account with the issuing bank. We can then 

view and compare different offers to find the best card for us. 

 
(To be Continued) 

 

(We shall continue more on the other aspects of credit cards in the 

Part 7 of this series in Volume 15 No. 2 – May–August 2019 issue 

with further insight on credit cards usage for all of us) 
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