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WEHEHAT IS CREDIITT

Credit is rentipg money. It is not money you own, you borrow it to
use temporarily. The interest you pay is the rent. The rate of
interest and the amount of interest you pay for credit (renting

i\

long a period you want it over. The problem is that it will affect your

money) will depend on the type of credit that you want and for how

future standard of living because you will have to repay the money

you borrow from your future wages or salary.

POINT-OF-SALE CREDIT

This is the credit given to you when you buy
something in a shop and you are asked if you want
to pay by instalments. It was once called hire
purchase; some stores now refer to it as ‘finance.
The shop arranges a loan for you. Because this is
done quickly and fewer checks are made, the
lender's risk is greater so the rate of interest
(called the APR) is much higher. You might be
offered 0% interest for say 6 months but if you
don't pay the full amount before the end of the
interest-free period, you will then have to pay a

lot of interest.

It stands for Annual Percentage Rate and
it represents the rate of interest you are
paying when you repay the money you have
borrowed. In general, the higher the APR, the
more money you will pay back in interest.
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YOUR MONEY & YOUR LIFE
MODULE SIX

These people can be dangerous. They operate
outside the law, charge very high rates of interest and
can turn violent if you don’t make the repayments.

SECURED AND
UNSECURED LOANS

Secured loans are cheaper but you risk losing
your home if you can’t keep up the
repayments. However, there are times when
they are not cheaper as secured loans are
often the last refuge of marginal borrowers.

CREDIT CARDS
AND STORE:
CARDS

When you use a credit
card, you are spending
the credit card company’s
money and they are
going to want it back
with interest. The longer
you take to pay it back,
the more interest you will
pay. Store cards have a
high APR, people who
use them and don’t follow the terms & conditions
can end up owing a lot more than they spent.
More on these later in the module.
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AEDIT

credit unions in the last module.
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LICENSED
MONEYLENDERS

Loans from these people have

the highest APRs.

PAWNBROKERS

These people give you money for
your personal belongings. If you
don’t pay it back within a certain
time, your property becomes theirs.




