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Skills Check 
These are the skills used in the workbook. If you struggle with any of the 
questions, you might want to look at the how to guide for that topic.  

 

Researching information on the internet 

Writing information in your own words 

Calculating with money 

Working out percentages 

Understanding complex vocabulary 

 

Introduction 
A loan is when money is lent to someone and they must repay the 
full amount plus interest. Many people need to take out a loan, 
but sometimes you can get into financial difficulties by not 
reading the small details or falling for a scam.  

 

There are three parts to this activity. Part one requires you to do some research 
on the internet. If you do not have access to the internet, you can still do part 
two separately. Part three also requires the internet to be used.  
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Part One  

There are different reasons why a person might want to borrow money. They 
may need additional money to buy a house or business, or they might need 
money to pay for going to university.   

 

Question One  

Can you think of three other times when a person might need to take out a loan?   
 

 

 

 

 

 

 

 

 

Key Words & Phrases 

Credit Rating – each person will get a credit score or rating based on how well they 
have paid back money in the past. If you have a poor credit rating, you can find it difficult 
to borrow money at a good rate in the future.  

The principal – The amount that you borrow.  If you apply for a personal loan of £3000, 
this is the principal.  The interest you repay is based on the principal that you owe.   

Interest — This is the amount that is added to the money that you borrow.  You must 
pay the interest back on a loan over a period of time.   

APR — Annual Percentage Rate. A figure organisations use to work out how much you 
have to pay back in total.  

Term — This is the time period, usually in months or years, you have to repay the loan. 

Monthly payment — This is a fixed amount that you pay back each month. 

Unsecured loan — Personal loans are often unsecured loans, meaning security is not 
involved in the loan.  You are only entitled to a personal loan if you have a good credit 
rating.  
 

1. 

 

2. 

 

3.  



© Copyright of LC Education & Training Ltd 2020 

 

Question Two 

Applying for a loan should be taken seriously and you should think carefully 
before you decide to take one out. List three factors someone should consider 
before taking out a loan.  You can use the internet to help you. 

 

 

 

 

 

 

 

 

 

 

Question Three 

Borrowing money is not necessarily a negative thing. Many people have to take 
out loans. Use the table to show three examples of a loan being used for positive 
reasons and three examples of it being used for negative reasons. An example of 
each has been filled in for you.  

Positive Reasons Negative Reasons 

To buy a reasonably priced car to get 
to your job   

To buy a new games console  

  

  

  

 

  

1. 

 

 

2. 

 

 
3.  
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Whenever you make a financial decision it is a good idea to get thee quotes. We 
are going to look at some quotes for personal loans.   

What is APR?  

A key part of any personal loan, which should be a factor in any decision, is the 
APR. When you borrow money, you don’t just pay back the money you borrow. 
You pay additional fees on top.  

APR is the Annual Percentage Rate.  It includes the interest rate and additional 
charges. You should check the APR of any loan to help you understand the cost 
of borrowing. A lender must tell you the what the APR is before any form of 
credit agreement is signed. The higher the APR the more money you will pay in 
interest.  

 

Question Four  

Can you find two other financial products, apart from a loan, in which an APR 
rate is used?  

 

 

 

 

Task 

You want to buy a reliable car as you commute to work every day.  This is a 
return journey of 40 miles.  You haven’t got enough savings to buy a car 
without help. You decide to look into taking out a personal loan.  

 

You would like to borrow £5000 and your aim is to repay this over five years.  

 

Research loans from three banks or building societies to see how much your 
monthly payments would be.    

You can use  https://www.comparethemarket.com/ to find the information. 
However, it is a good idea not to use your own personal details. You can 
create a set of tester details here: 
https://www.fakenamegenerator.com/gen-random-en-uk.php 

 

1. 

 

2. 
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Question Five 

Complete the table below to show the information you found. 
 

Loan Provider Interest rate Total amount 
payable 

Over 60 months 

    

    

    

 

Question Six 

What is the difference in the overall amount you pay back for the first loan on 
your list compared to the third loan on your list? Show your working below.  
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Part Two  

Wants and Needs 

In an earlier activity, you looked at good reasons to take out a loan compared to 
poor reasons to take out a loan. It is important to separate wants from needs.  

 

 

 

 

 

 

 

 

Question One  

List three factors to consider when deciding whether to buy the cheaper or 
more expensive phone. 

 

 

 

 

 

 
 

Question Two  

Work out how much more you would pay for the more expensive phone over a 
period of two years.  

 

 

 

 

You go to a local Tesco store.  You have a need for a 
new mobile phone as your phone is broken.  Your 
requirements are simple: a phone that will allow you to 
send texts and instant messages, make calls and send 
emails.  There is a phone that gives you enough data 
and minutes for your needs and the cost is £21.50 per 
month. 

You want the best phone in the store which has a lot 
more features; however, the cost is £55 per month.   

1. 

 

2. 

 

3.  
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APR 

We found out earlier that Annual Percentage Rate (APR) includes all fees and 
charges and costs of the borrowing as well as the basic interest rate.  

Example  

Paul applies for a loan of £10,000 which has a representative APR of 6%. He is 
going to pay it back in one year.  

First, you would find out what 6% of 10,000. This shows you how much extra 
you will pay on top of your original 10,000. You then add this to the original 
amount to get the total amount to pay.  
 

6% of £10,000 can be found by doing  

0.06 x 10,000 = £600 

OR 10,000 x 6 = 60000 then divide by 100 = £600 

£10,000 + £600 = £10,600 

The amount he repays is £10,600 

 

Question Three 

a) Preena applies for a loan of £2,500 which has a representative APR of 17%. She 
will pay back the loan after one year. How much does she have to repay?   

 

 

 

 

 

 

b) Jermaine applies for a loan of £4,500 which has a representative APR of 27%.  
He will pay back the loan after one year. How much does he have to repay?   
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Part Three  

Credit Check  

Many companies or organisations will do a credit check on you before they 
enter into a financial agreement.  

 

Question Four 

Tick anyone on the list below you think is entitled to do a credit check on a 
person.  

 Banks and building societies 
 Credit providers 
 Utilities suppliers (e.g. gas, water and electricity) 
 Letting agencies and landlords 
 Relatives 
 Mobile phone companies  
 Employers  
 Debt collection agencies 
 Government agencies 
 Insurance companies 
 Friends  

 

Question Five  

List three reasons why a person might be turned down for credit. You can use 
the internet to help you.  

 

 

 

 

 

 

 

 

 

1. 

 

 

2. 

 

 
3.  
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Having a good credit rating  

The importance of having a good credit rating cannot be underestimated.  

 

Question Six 

Write a summary to a friend about what factors to consider when taking out a 
large personal loan and the effects on their financial future.  

 

Try to write between 100 and 200 words. You can use the information in this 
workbook to help you.    

  


