Understanding Credit Lesson – Presentation Guide 2021
Introduction
This session has been developed for Key Stage 4-5 pupils, to help them develop their skills
and knowledge about credit.
Schools and colleges may choose to integrate this session into the PSHE or enrichment
curriculum.
Financial Education Planning Framework
The Financial Education Planning Framework is a national framework that aims to support
the planning, teaching and progression of financial education by setting out the key areas of
financial knowledge, skills and attitudes. This session aims to help develop the following
knowledge, skills and attitudes:
•

•

•

•
•

I can appreciate that there are a wide range of financial products that cater
for different needs and that I should seek out those which are appropriate to
me.
I understand that I should investigate and fully understand the terms and
conditions of any contract or financial agreement before committing myself
to it.
I know which financial products I need now and in the future e.g. bank
accounts, student loans, mobile phone contracts, saving accounts, pension
schemes, insurance.
I can choose and work out the costs and benefits of the financial products I
need now and in the future.
I understand I am responsible for working out which financial products are
best for my situation, or seeking appropriate financial advice to do so.

Session Outline
The focus of this session is to help develop young people’s understanding of debit, credit
and debt, credit options and the difference between good debt and bad debt and their
awareness that they have financial choices, each of which have consequences

Learning Objectives:
By the end of the session all students should:
• Understand the difference between debit, credit and debt
• Be aware of different types of credit and the importance of APR
• Understand the difference between “good” debt and “bad” debt
• Recognise that they have choices, each of which have consequences
In advance
Before you arrive at the school/college
• ensure you have read through the slides, are comfortable with the content and
activities and have noted the timings
• ensure any materials and resources required to deliver the session are provided by
the school or brought yourself
• ensure that you have viewed the relevant training webinar and have passed the
financial education sign off process with the My Personal Finance Skills team
• you may need to pick and choose between the activities to meet the needs of your
students depending on their age/ability and the time available
• you could use the materials across more than one session if you wish
• most of the activities should be accessible to the vast majority of students, but some
may need help with understanding the language. Some students may struggle with
the APR calculations
• Be aware than credit and debt may be a sensitive topic for some students, they may
have experience of family members being in severe debt
What you will need
For this session you will need:
• the presentation guide, PowerPoint presentation, sticky notes, copies of the Types of
Credit, Laptop Credit and Good Debt Bad Debt worksheets, one per student and a
case study, one per pair.
• Optional stretch & challenge worksheet: APR in Practice, one per pair/small group
• to ask the school to have access to either a PC or laptop, projector, paper and pens
for the students. Students are likely to require calculators to complete some of the
activities in this session.
• Internet access – this lesson is linked to an on-line video.
Length of session
This session is expected to take approximately 1 hour to deliver.

Links to Your Money Matters Textbook
All state schools in England will have received copies of Your Money Matters textbook
published by the Young Money charity. The chapter on Borrowing includes many more
activities, case studies and questions in the book to help further develop the student’s
understanding of topics such as repayment, interest and APR.
Session Guidance
*where an activity is numbered, this means that this activity takes place on the student
handout.
Feel free to bring in your own examples, knowledge and experience where appropriate
General Introduction – slides 1- 4 (5 minutes)
Learning objectives...

Virtual session guidance notes (for students joining from
home)

By the end of the session you will be able to:

Understand the difference between debit,
credit and debt
Be aware of different types of credit and the
importance of APR
Understand the difference between “good”
debt and “bad” debt
Recognise that you have choices, each of which
have consequences

Please make sure your microphone is on mute and camera
turned off for the duration of the session. Use the microphone for
all questions or feedback (students/teachers).
Chat function. Please communicate with me via the chat for any
questions or feedback
I am here to help. Please ask questions! During our in -school
workshops, we take lots of questions from students (we love that
part, we are personal finance professionals after all).
Feedback. At the end of the session, please take 5 minutes to
complete our feedback via the QR code provided on your handout.
You can simply scan the QR code with your phone.

Introduce the session topic and the learning objectives.
Explain a little bit about yourself, your job role and the role of the Personal Finance Society.
Students are often inquisitive about visitors and what they do so ask students if they have
any questions about your job.

Starter - slide 5 (2 minutes)
Introduction

Use Slide 5 to give a brief introduction to the session. Explain that as the
use of cash declines other payment methods have taken over and we’re
going to look at some of them today

Digital technology has revolutionised the way people shop
Cash is being used less
• In 2006, 62% of all
payments were in cash
• By 2016 this had gone
down to 40%
• It’s predicted to fall to
21% by 2026

DISCUSSION POINT
How do you think that
technology has
revolutionised the way
people shop?

What payment methods do the students use most often?

Debit – slides 6-8 (3 minutes)
Prepaid Debit Cards
• Anyone can have a prepaid debit
card
• You load some money on when you
first buy the card and can then only
spend this amount
• The cards can be topped up in
some shops, over the phone, or
online
• Like a bank debit card you're
paying for things with your own
money

Use slides 7 and 8 to explain the difference between a bank debit card and a prepaid one.
Debit cards are different to cash cards, as a cash card can’t be used to make purchases.
You could ask how many students already have a debit card.
You don’t need to have a bank account to have a pre-paid card. They can be a really good
idea if you might be tempted to spend more than you intend or want to limit your spending,
e.g.: when shopping online or in in-app purchases, etc.

Credit – slides 9 – 18 (15 minutes)
Credit

Use Slide 8 to briefly explain the meaning of credit and ask students
how many different types of credit they are aware of.

• Credit is when you borrow money instead of
spending your own
• You have to pay back the amount you have
borrowed later and may be charged interest
• You have to be 18 before you can get credit

How many types of
credit can you think of?

Activity 1: Hand out copies of the Types of Credit
worksheet, one per student and ask them to match
the term in the left-hand column with the correct
definition in the right-hand one. The first one has been
done for them.

Answers
Activity 1 – Types of credit

Match each type of
credit in the left-hand
column with the
correct description.
The first one has
been done for you.

Use slides 13 – 15 to briefly consider credit apps. How many students are
aware of Klarna?

Pay day loan

A short-term loan with a high interest rate

Credit card

Can be used like a debit card, but you’re spending money you have
borrowed.

Store card

Like a credit card, but can only be used within one brand.

“Buy now pay
later” app

You get items delivered, return what you don’t want and only pay
for what you keep.

Instalments

A loan that is paid back through regular payments, usually monthly.

Service credit

You pay for what you have used at the end of the month, e.g. a
mobile phone contract.

Credit apps
There are several buy now pay later apps including:

The best known one is Klarna…

(Regarding Klarna, debt advice firm PayPlan, says: “This form of introduction to credit does
not encourage budgeting and supports the ‘I want it now’ purchases of items people may
not be able to afford. We have seen a worrying increase in the number of young people
contacting us for free debt advice.
It now makes up more than a fifth of our total client base.”
https://www.theguardian.com/money/2018/nov/17/klarna-buy-now-pay-later-system-thatis-seducing-millennials
Credit apps

Credit apps

• Klarna allows you to “try before you buy” at lots of
online shops

• Klarna doesn’t charge interest, fees or late charges to
customers

• If you qualify for their pay later service, you don’t have
to pay for your order straight away

• They make their money through transaction fees from
online shops

• This means you can get a big pile of clothes delivered,
try them on, send back any you don’t like and pay only
for what you keep.

• Klarna say that they can increase the average online
orders by 30% and the average spend by 34%...that’s
a huge increase for the shop
• As you don’t have to pay immediately it’s very easy to
be tempted to spend more than you intended or what
you can afford!

Show the video at: www.bbc.co.uk/teach/class-clips-video/pshe-ks3--ks4-what-happenswhen-you-borrow-money/z4qbf4j (3 minutes 52 seconds)
You will need to ctrl-click the link underneath the picture on slide 15
What Happens When you Borrow Money

Pay day loans

Other types of Credit

The rules about Pay day loans have changed since the video was made…

0.8%
per day
£15
Default fees

When loans are taken
out or rolled over, the
interest and fees
charged must not
exceed 0.8% per day of
the amount borrowed.

If borrowers default,
fees must not exceed
£15. Firms can continue
to charge interest after
default but not above
the initial rate.

TOTAL
COST CAP

100%
of amount
borrowed

(applying to all interest,
fees and charges)
Borrowers must never
have to pay more in fees
and interest than 100% of
what they borrowed.

There are lots of other type of credit too, including:
• Credit card
• Store card
• Overdrafts
• Personal loans, e.g. from your bank
• Mortgages
• Catalogue shopping
There is nothing wrong with credit as long as you use it
properly and make sure you can pay the money back!

Click here to play the video

Explain that the rules on pay day loans have changed since the video was made. They are
now much more tightly regulated. As a result of the changes the maximum you have to
repay is double what you originally borrowed. So, if you borrow £100 then the most you
have to repay is £200. Most pay day loans are now for a maximum duration of 30 days,
although in some instances you can roll them over...but then it becomes a new loan…so if
you owed £200 when you roll the loan over you could now end up paying £400.
Stress that there is nothing wrong with using credit as long as you use it properly and make
sure you can pay the money back!

Interest rates and APR – slides 19-24 (15 minutes)
Use slides 17 and 18 to briefly demonstrate how
simple and compound interest are calculated. Explain
that most forms of credit use compound interest.

Simple Interest

Compound Interest

When you borrow money from a bank they will add interest onto the amount you have borrowed.
This is the bank’s reward for lending you the money.

Almost all lenders charge compound interest, for example
So, if the £1000 is borrowed for 3 years and the 20% rate is compounded it will work out as follows:

The formula for calculating simple interest is:

Principal

(amount borrowed)

Interest Rate

(expressed as a decimal)

Time

(how long it will take to
repay the borrowed money)

PxRxT
For example, if £1,000 is borrowed at an interest rate of 20% over 1 year,
then the interest to be repaid would be:

Year 1: 1,000 x 0.20 x 1 = £200

Total owed at the end of Year 1 = £1,200

Year 2: 1,200 x 0.20 x 1 = £240

Total owed at the end of Year 2 = £1,440

Year 3: 1,440 x 0.20 x 1 = £288

Total owed at the end of Year 3 = £1,728

So, if £1000 were borrowed at an interest rate of 20% you would need to pay
£1,728
to repay it after 3 years

£1,000 x 0.2 x 1 = £200
The total repayment to the lender would be:

Multiplier

Principal

(always 1)

£1,000 + £200 = £1,200

Interest rate
as a decimal

No. of
years

NOTE TO SPEAKER – these 2 slides are quite
complicated but the essence is about simple vs compound interest and how it stacks up….
Amount borrowed

Interest paid

£1,000 x 1.2 3 = £1,728

Total repayment

Slide 21
Activity 2 on handout. Which of the offers would they choose and why?

Activity 2 – laptop & credit
You want a new laptop and have seen it for £350…but the problem is you don’t
have enough saved up…
The laptop is available on credit in two shops
Which offer would you choose and why?

NOTE TO SPEAKER – read out the two scenario

A

No deposit is required
You can spread the cost of any purchase over £99
over 2 years with an APR of 19.9%
You must pay 1% of the cost as a deposit.

B

Slide 22
We are now going to look at Option A together as a group.
Realistically, you will be using an online repayment calculator
and it is good to know how to use it for when the time comes
where you might need to compare.
So, following the link on your worksheet and also visible here,
you will see this calculator that we need to fill out with the
amount we wish to borrow, for how many months and the APR…

If you pay the remaining balance in full within the
first 12 months you pay a £29 settlement fee but
no interest. You decide to not pay anything in Year
1.
At the end of 1st year you still owe some money
and you will need to clear the remaining balance
by making 12 x monthly repayments at an APR of
16.9%

Activity 2 –https://moneyfacts.co.uk/loans/loancalculator/ (Link is on your worksheet)
Click on the link to the online loan calculator on your worksheet to help you with
this activity. We will look at Option A together

£350
24
19.9%

A

No deposit is required
You can spread the cost of any
purchase over £99 over 2 years
with an APR of 19.9%

The total amount repayable will be £420.53, therefore the loan will cost
you £70.53

https://moneyfacts.co.uk/loans/loan-calculator/

NOTE TO SPEAKER – go through step by step on working out all the information. Whether
virtual or in school, encourage students to follow the link on the slide to have a go
themselves. If joining virtually, they can access the link for the handout .
You could say something like, ‘you could use this type of activity in the future as it is always
important to compare and make informed decisions when it comes to money’
Slide 23

Activity 2 – laptop & credit
Now have a go yourself using the loan calculator, making sure you input the
correct figures into each section.
You must pay 1% of the cost as a deposit.

B

If you pay the remaining balance in full within
the first 12 months you pay a £29 settlement
fee but no interest. You decide to not pay
anything in Year 1.
At the end of 1st year you still owe some
money and you will need to clear the remaining
balance by making 12 x monthly repayments
at an APR of 16.9 %

Total amount
repayable

Now have a go yourself using the loan calculator, making sure you input the correct figures
into each section. Remember, this person is NOT paying anything in Year 1 so everything will
need to be paid off in year 2
NOTE TO SPEAKER – ensure you pause before revealing the answers and say that we will
proceed to compare both Option A and Option B next
Slide 24
So, here we are, the two options. Which one would you go for? On the surface, the monthly
Which oﬀer would youchoose?
repayments are lower for Option A but that is over 2 years whereas
Option be is in one go in 12 months. Overall, Option B is by far the
A
cheaper of the two.
But remember, ask yourself, can I save up money to save taking out
B
a loan in the first place? Cutting back, making a budget can all help.

‘You can spread the cost of any purchase over £99 ’ is
irrelevant to calcula�ons
2 years
The total amount repayable will be £420.53, therefore
the loan will cost you £70.53

You will pay £3.50 minimum as a deposit

Year 1
Paying oﬀ the loan in the ﬁrst 12 months and being charged
the £29 se�lement fee is eﬀec�vely an APR of 16%

In either case, you are better to opt for option B assuming you can afford
the minimum deposit. And if you couldn’t afford the deposit you probably
shouldn’t be buying the laptop!

Year 2
In the ﬁrst year you only paid £3.50 deposit - The total
amount repayable will be £376.70, therefore the loan will cost
you £30.20 at an APR of 16.9%

In either case, you are better to opt for option B assuming you can afford the minimum deposit. And
if you couldn’t afford the deposit you probably shouldn’t be buying the laptop!

https://moneyfacts.co.uk/loans/loan-calculator/ (useful tool for calculations)
Making Informed Choices – slides 25-33 (15 minutes)
Use the information on the slides to explain what it means to be in debt and the link with
using credit
Debt - Did you know?
Debt is essentially borrowing
against your future income.
You are choosing to have
money now that you will then
repay out of your future
income, but you will also pay
an extra cost because you’re
borrowing it.
Your Money Matters, 2018

Debt
• Debt means money that has been borrowed but not yet
been paid back
• When you use credit, you create debt
• If you make a £100 purchase with a credit card, you’re
now £100 in debt
• If you make more purchases with the card, your debt
grows
• If you make a payment off the card balance your debt
shrinks

Explain that not all debt is bad!
It can be really sensible to borrow money as long as
it’s for a good reason and you have a plan for paying it back.
Make the distinction between good debt and bad debt. Can the students think of any other
examples?

Good Debt

Bad Debt

Good Debt

Good Debt

Bad Debt

• Debt means money that has been
borrowed but not yet been paid back

• Not being able to afford the
repayments

• When you use credit, you create debt

• Borrowing money to buy things you
don’t really need

• If you make a £100 purchase with a
credit card, you’re now £100 in debt
• If you make more purchases with the
card, your debt grows

stand

• Not shopping around to get the best
credit deal

e.g.

e.g.

• Student loan

• Luxury holiday you can’t afford

• Mortgage

• Buying something expensive on
impulse

• Investing in your own business

sit
Borrowing
Buying
You’ve
done
your
money
to buy
You’ve
made
sure
Not
shopping
You
have
aand
Rolled
over
something
research
Not
being
able
things
you
Luxury
holiday
that
you
have
a
Investing
Mortgage
in
around
to
get
good
reason
for
credit
card
expensive
on
Buying
found
athe
car
to
afford
the
don’t
really
Student
you
can’t
realistic
plan
for
your
own
the
best
credit
borrowing
the
balance
impulse
cheapest
you
can
afford
way
to
repayments
need
loan
afford
paying
it back
business
deal
money
borrow
the money

• If you make a payment off the card
balance your debt shrinks

• Buying a car you can afford

Bad Debt

• Rolled over credit card balance

28

Use slides 28-29 to help students make clear distinctions between good and bad debt. Slide
30 contains an interactive stand up/sit down activity.
NB: If this workshop is being conducted virtually, you can ask the teacher to observe and
reveal what the majority think. Alternatively, it can be talked through.

Slides 31-34
Activity 3: hand out copies of the case study, one per pair and ask the students consider
different options for making a major purchase plus the advantages/disadvantages of each.
Activity 5: Choices and Consequences
Most people will need to borrow money at some point, so it is really important to
understand the choices that you have and the consequences of your decisions

Use existing
savings

Case Study

Kofi wants to buy a second hand car to make his journey
to work easier. He has found one he likes, costing £3,250.
He has just about that amount in savings, but that is all of
his savings, and he has been setting this aside for a
deposit on a new flat. Having written a budget, Kofi has
worked out he is able to put around £190 into savings
each month. Has has decided he has three options:

1. Use existing savings

2. Save up for it

Sample answers
Sample answers

3. Borrow the money

Consider each of the options for Kofi. What are the advantages and
disadvantages of each?
Is there anything further you would like to know before making the final decision?

ADVANTAGES

DISADVANTAGES

• Can buy the car straight away.

• No savings left for his flat deposit
• What about car insurance and
other associated driving costs?

Save up

ADVANTAGES

DISADVANTAGES

• Satisfaction that he has saved up • Will take time to save up, so may
have to delay purchases of both
• He will not have to borrow and
the car and the flat.
get into debt.

Borrow the
money

ADVANTAGES

DISADVANTAGES

• Can get the car and flat now.

• Will have to pay back with
interest, costing him more money
in the long run.

Is there anything further you would like to know
before making the final decision?
• What is Kofi's income and expenditure each month?
• Could he cut his spending? Or possibly increase his
income?
• Are there any cheaper, alternative ways for Kofi to get to
work?
• Could he save more per month?
• Does Kofi have any other debt?

Plenary – slides 35-37 (5 minutes)

Learning objectives
These were our expected outcomes at the start of the session:

Use Slide 32 to give a brief resume of the expected outcomes and invite any
questions, discuss what they could do next to find out more.

Understand the difference between debit,
credit and debt
Be aware of different types of credit and the
importance of APR
Understand the difference between “good”
debt and “bad” debt
Recognise that you have choices, each of which
have consequences

Conclude by asking students to complete their
feedback form,
remembering to keep it anonymised.

Feedback

Understanding credit
Go to mypersonalfinanceskills.org for:
Bitesize learning videos
A student money blog
On demand sessions

Tell us what
you think!
Feedback – please scan the QR code with
your phone on the worksheet in front of
you to answer some quick questions.
We really appreciate your feedback to
improve 

Do not write your name on the forms!

