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Terminology Matching
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Payday loan
; failure torepaya loan
Default
; anapproved loan amountthat you can draw on as needed, with interest charged
asset
an the money used
collateral ; anitem of value pledged by a borrower to secure a loan

overdraft protection

: anagreement with a bank that allows you to withdraw more money from an
account thanyou havein it, up to a specified amount

amortization period

loan
: anitem of economicvalue owned by an individual that could be converted to cash

line of credit

: money that is borrowed for a specific term, to be paid back with interest

;c -~ ] ; asmall, short-term loan with high interestrate intended to cover the borrower's

5*‘ ) expenses untiltheir next pay day

© Tanis Pan * waw.CIpanol.come1875

: the time required to pay back a loan
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Secure vs Unsecure Loans:

m‘/ .

There is no collateral needed.

The borrower has a promise to Low risk
turn over to the lender a

particular item of value if the

loan is not paid.
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A payday loan store charged Matt $40.00
interest on a $350.00 loan. Matt paid back
the total amount of $390 after 10 days.

What was the daily interest for this loan?

| = Prt
PAYDAY | 40 = (350)r(10/365)
40 = 9.589041095r

417 =r

| ADVANCE

4.17 x 100 = 417% yearly interest
417 | 365 = 1.14% daily interest
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Jean-Paul borrows purchase a

laptop computer and software. He takes out —rant
. g ) ‘mﬁﬁﬁ Wk

a personal loan from_his credit union at an

annual rate o ith an amortization PERSONAL LOAN PAYMENT C:Al 11l ATOR:

. j EN". PER $1000.00 BORROWED
period o Use the personal loan (INTEREST COMPOUNDED MONTHLY)
payment calctrlator table (page 132) to Interestrata {%) | Term in years
answer the questions. 1 2 3 4 5
3.00 B4R9 4798 2908 2213 1787
i - ' P 325 B4.81 43.09 2919 22.24 18.08
1. What is Jean-Paul's monthly payment? _ 2= (s 4t (2w - (2 ee
5.00 B B1 4387 29497 23.03 18.87
_ _ 5.25 BRI2 4398 3008 2314 18.99
2500/1000 = 2.5 44.43 x2.5=9111.08 oo e an  Twm  Tmm TEmn
575 B5.95 447 a0m 23.37 19.22
6.00 B6.07 4432 3042 2349 198.33
. 6.25 BE.18 4443 3054 23.60 19.45
2. Calculate the total amount he will pay 550 530 Taess  Ta0es  Tzz1 Tias
over the 2 years_ 675 B6.41 | 4486 3076 2383 19.68
700 BB53 4477 30488 7395 19.80

$111.08 x 24months = $2665.92
g‘ \?)5 %a\ 3
3. Calculate the finance charge on the loan.

2665.92 - 2500 = $165.92
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