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Math for Everyday Life, Grade 11

MEL3E

	Week 10
	Exercise
	Comparing Ways of Borrowing Money


	
	Interest Rates
	Reason Needed?
	Security or Collateral Needed?
	Qualifying Necessary?

	Short-Term Loan

Examples

Car loan

Student loan

Home Reno 
	Usually prime rate plus a certain amount depending on how much security you have

(7 to 9% now)
	You are borrowing money for a specific purpose
	The thing you are buying is usually your security
	Yes

· credit history check

· must have job

	Line of Credit


	Usually prime rate plus a certain amount

(7 to 9 % now)
	You need to borrow money but you are not sure how much, so the money comes out as you need it
	Usually no
	Yes

· credit history check

· must have job

	Consolidation Loan
	Slightly higher than most other loans
	You have a lot of different loans, and you want to bring them all together in one place
	Yes
	Yes

· credit history check

· must have job

	VISA Card
	Usually very high interest rates (17 to 20%)
	You want to buy things and pay for them later (when you have the money)  OR you want to catalog or Internet shop
	No
	Yes

· credit history check



	Mortgage
	Special mortgage interest rates are used

(4.5 to 6% now)
	You are buying a house
	Your house belongs to the bank if you don’t pay.
	Yes

· credit history check

· must have job and good employment history


USING THE CHART RECOMMEND THE BEST TYPE OF LOAN

1.  You are buying a car  _______________________________

2. You are buying a house _____________________________

3. You would like to buy some groceries, buy a discman and a few CDs and pay for it after your next paycheque ___________________________

4. You have a lot of different small debts (a little left on an old car loan, a VISA card with a balance you need to pay down, and a bit left on a student loan from college)  ______________

5. You are going to college and need extra money to pay the other things NNEC doesn’t pay for ________________________

6. Over the last few years you have defaulted on a car loan, and (not paid) lots of VISA bills.  What type of loan can you get?  _____________________

7. You don’t have enough money every month to pay all the bills.  You will have lots more next summer when you start working on a new contract.  What type of loan can you get in case you need extra money until next summer?  ________________________

8. You do a lot of Internet catalog shopping from your isolated northern reserve ____________________













