Ways to Borrow

Type of Borrowing WhatItIs Money Notes
Payday Loan A short-termloan froma cash Fees are high. Ifthe loan isn’t paid
store. back by the due date, interest rates
increase alot.
Buy Now, Pay Later An offer by a store where you get | Ifyou don’t pay in time, you often

the itemnow, and agree to pay
the fullamount by a due date.

have to pay a high interest rate
starting from the date you got the
item.

Rent to Own

Yourent an item. After a period
of payments, you own the item
ormay purchaseit. Youdon’t
own the item while you're
renting it.

You end up paying much more for
the itemthan ifyou boughtit at the
start.

Lease Yourentanitemforaperiod of | Attheend ofthelease, there may
time, but don’t own it. be hidden costs, such as “wear and

tear” onacar.

Pawnshop A placewhereyougetaloanby | Ifyoudon’trepay theloan in time,
using an itemyou own as a the pawnshop keeps the item.
deposit.

Bank credit card A credit card from a bank, or Interest rates and fees vary. There
another financial institution. are low-interest credit cards.

Retail credit card A credit card from a store. Interest rate is often much higher

than a bank credit card.

Line of Credit Aloan where you can borrow Interest rate is often lower than a
money when you need it. The credit card or other types ofloans.
loan is pre-approved.

Cash advance on abank You take out a cashloan onyour | Although you often pay more

credit card credit card. interest than using a line of credit,

the amount is less than a payday
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loan.

Overdraft It allows you to withdrawmore | You pay interest on the amount
money thanyou have in your you've borrowed until you pay the
bank account. amount back in your account plus

the fees. It is less than a payday
loan.

Secured Credit Card A credit card whereyoumakea | Usually the credit limit is the same

payment before you can use it.

amount as what you've pre-paid.

Personal Loan

Aloan for personal use rather
than business.
Also called a consumerloan.

Interest rates vary according to
your credit history.

Mortgage A personalloan forbuying a Interest rates vary. Ifyou don'’t
home. Itis often considered a make your payments, you can lose
“good” debt. the house.

Student Loan A governmentloanto help pay | Interestrateislow. You pay back

tuition and other costs. Itis

often considered a “good” debt.

theloan at a set time afterleaving
school.
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