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Thinking about 
borrowing money?

When thinking of borrowing money it’s important to
consider where you can borrow from.  Some types 
of borrowing are more expensive than others. It is
essential to know how much you are going to pay
back on a regular basis for example weekly or
monthly.  It is equally vital you know how long you will
be paying back the loan for and how much you will
be paying in total (i.e., including interest). What you
think is the best deal because it has low weekly or
monthly payments may not be the cheapest if you
calculate the long term cost.

Look at the agreement first. The APR (Annual
Percentage Rate) can be used to compare different
offers.  The APR takes into account not just the interest
on the loan but also other charges you have to pay,
for example, any arrangement fee.  The calculation
of the APR can be quite
complicated but every 
loan agreement should
clearly display the APR 
as a percentage and,
generally, the lower 
the APR the better. 
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You can borrow from:

Credit Unions
A credit union is a non-profit organisation that is owned
and operated entirely by its members. Credit unions
provide financial services for their members, including
savings and loans. Each credit union has a common
bond – for example, in order to join a credit union you
may have to work or live in a particular area, or work 
for the same employer, or belong to the same institution,
such as a trade union or church. Normally to obtain 
a loan from the credit union you will need to be a
member and have savings with them. The APR charged
by credit unions cannot go over a certain amount and
is quite low for a personal loan.  One benefit of
borrowing with the credit union is that you normally
build up savings while paying back your loan.

Social Fund
Social fund loans (budgeting loans and crisis loans) 
are available to people who need to borrow money for
essential items. Budgeting loans are only available to
those receiving income support (IS), income-based
Jobseekers Allowance (JSA) or pension credit (PC).
Social fund loans are normally repaid by taking an
amount directly out of your weekly benefits until your
social fund loan is paid off. If the person stops receiving
benefit then he/she still owes the money and it needs to
be repaid. Crisis loans may be made if someone has
an emergency and doesn’t have enough money to
meet immediate short-term needs. You don’t have to
be in receipt of benefits to get a crisis loan but you will
still have to repay it. To find out more about Social Fund
contact your Social Security Office or an Advice Agency. 

Banks
If you want to borrow less than £1000 you may find it
difficult to get a loan from the bank, although you
may be able to borrow money in the form of an
overdraft.  In order to use an overdraft you will need
to have an account in the bank first. An overdraft 
is an arrangement where the bank will allow a
customer to ‘overdraw’ their account up to an
agreed amount. In other words, you take out of
your account more money than you have in it.
Repayment of the overdraft is made as and
when money is paid into the account,
usually reducing the overdraft amount
over a period of time.  It is important to
agree any overdraft with the bank before
taking the extra money out. Most banks
will charge you for having an overdraft 
and charges can be very high if you go
overdrawn or past the agreed limit without
their permission.

Personal Loans
Personal loans are more suitable for borrowing 
larger sums (e.g., over £1,000) over a longer 
term.  You borrow a fixed amount and usually 
have to make regular monthly payments over 
a set period of time.  The interest 
you pay is also usually fixed.  
Most lenders ask you to make
your monthly payments by direct
debit from your bank account.  
If you’re late with your monthly
payment you’ll have to pay 
a late payment fee.
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You will be asked to hand over the logbook (V5 form -
vehicle registration document) and sign a document
called a bill of sale. The lender can then seize your
car if the loan is not paid. The bill of sale also transfers
temporary ownership of your vehicle to the lender, 
but you are still able to use it while you are making 
the loan repayments. Only when you have paid the
agreement in full do you become the legal owner of
the car again. You should make sure the company
operates to a code of practice, which is a guide for
how the company must deal with you.  You should ask
them for a copy of their code of practice and read it
before you sign any agreement.

Payday Loans
Payday or paycheque loans are short-term loans that
you get in return for your pay cheque or proof of your
income. They are basically cash advances on the
salary you are expecting and are available online and
on the high street.  They can be a way of getting your
hands on your wages quicker than you otherwise
would, but it is important to be aware of the high
interest rates charged and the risks of falling behind
with your repayment. This type of borrowing is not
suitable for those looking to repay their loans over 
a long period, as they are designed to be short-term
loans to deal with short-term personal cash flow issues.
If loans are rolled over, debts could get so high that
consumers could get into difficulties. They should only
be considered if consumers are confident that they’ll
be able to repay the debt in full when it’s due.
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Doorstep Lenders
Legal doorstep lending is also known as the ‘home
credit market’. Companies such as Provident /
Greenwood will lend you small amounts and agree 
for you to pay it back weekly (with some interest) to an
agent who will call at your home. It is important to be
aware that the total amount you have to repay may 
be much higher than the amount you borrowed.  
Their interest rates will be very high and you may find 
it difficult to keep up repayments.  You may even find
yourself getting a second loan to pay off the first.

Illegal Money Lenders / Loan Sharks
Loan sharks are unlicensed lenders, who operate
illegally and in doing so commit a criminal offence.  
You should never ever borrow money from an
unlicensed lender.

• Their rates will be very high and you may find it 
difficult to keep up the repayments;

• You may be forced to get a second loan to pay off 
the first, causing your debts to spiral out of control;

• They may try to persuade you to engage in criminal
activity to repay your loan e.g. counterfeit goods, 
drug carrying, prostitution, etc;

• They may use violence or intimidation to collect debts.

Bill of Sale / Log Book Loans 
Consumers will regularly see these loans being
advertised on the high street or on the internet. 
They promise cash fast but they do have disadvantages.
A logbook loan is a loan secured on your vehicle. 
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 Comparing the Cost of Credit
Here are some useful figures that might help you to
compare different sources of credit and to decide
what is affordable and suits your needs best. The
APRs and terms are used for illustration purposes
only but are typical of those you might pay.

Loan Amount 

£1000
£5000

Bank loans
APR

19.9%
9.9%

If paid off in

12 months
48 months

Monthly Repayment

£92.59
£126.57

Total Repayment figure

£1111.04
£6075.50

How much interest you will pay

£111.04
£1075.50

Loan Amount 

£500
£1000

Credit Union loan
APR

12.7%
12.7%

If paid off in

12 months
12 months

Weekly Repayment

£10.25
£20.49

Total Repayment figure

£532.86
£1065.73

How much interest you will pay

£32.86
£65.73

Loan Amount 

£2000
£2000

Credit Cards*
APR

18.7%
22.9%

If paid off in

36 months
48 months

Monthly Repayment

£73.01
£63.99

Total Repayment figure

£2628.36
£3071.768

How much interest you will pay

£628.36
£1071.68

Loan Amount 

£500
£500

Doorstep Lenders

APR

272.2%
545.2%

If paid off in

52 weeks
23 weeks

Weekly Repayment

£17.50
£32.50

Total Repayment figure

£910
£747.50

How much interest you will pay

£410
£247.50

Loan Amount 

£100
£100

Payday Loans
APR

1737%
2100%

If paid off in

31 days
31 days

Total Repayment figure

£125
£130

How much interest you will pay 

£25
£30

*See section on credit cards
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Credit Cards
Credit cards and store cards can be a very
expensive form of borrowing.  Credit cards are issued
by banks, building societies and some high street
shops (when they tend to be called ‘instore credit
cards’ or just ‘store cards’).  The APR on credit and
store cards varies widely.  If the monthly bill is settled
in full by the specified payment date, no interest is
charged.  If some of the balance is carried over to
the next month, (e.g., not paid off in full) interest
charges are added.  Credit cards are convenient for
short term borrowing provided the money owed on
them is paid off quickly.  Owing money over months
and years brings big charges.  Paying only the
minimum amount each month is an expensive
option and could mean the full balance could take
many years to pay off.  Withdrawing cash using a
credit card can also be very expensive.  You will
usually be charged a fee as well as interest.

Example - Paying only the minimum amount

If you owe £2,000 on your credit card and the
minimum monthly payment is 2% of the total
amount you owe or £5, it will take you 37 years
and 6 months to pay off your card.  This will cost
you £4,614 in total (i.e. £2,614 in interest) - over
double the amount you originally borrowed.  

Source: minimum repayment calculator
www.moneysavingexpert.com

Hire Purchase
Hire purchase is a legal agreement and is often used
by people if they can’t afford to pay for goods up
front, for example when buying a car.  You “hire” the
goods, and can start using them straight away whilst
making regular payments over a set period of time.
You do not actually own the goods until you have
made the final payment.  If you fall behind on your
payments you may be asked to return the goods.

Buy Now, Pay Later
Buy now, pay later is often used for big purchases
such as TVs and sofas.  You can take the goods
immediately but then pay off the cost at a later date.
Often you get an interest free period, so if you pay
the goods off within this timeframe you don’t have to
pay interest.  If you don’t pay it off in the interest free
period, interest is added and backdated to the date
when you purchased the goods.

Home Shopping / Mail Order Catalogues
Using catalogues means that you can order goods
to your home address straight away and pay later.
Although the items you order from a catalogue
might be the recommended retail price you 
can often find the same items on sale for less
on the high street.  Some catalogues offer
interest free payments for a period 
of time, for example 20 weeks.  
However some catalogues 
will charge interest on
items and the interest
can be quite high.
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Cons

You need to be a member of the 
credit union to borrow

You might be refused

Not available to all accounts or customers.
Very expensive if you go beyond your limits
and take more than the agreed amount
of money out of your account 

Can be turned down if you don’t have
good credit rating

If you don’t pay off your credit card in full
each month you could end up paying 
a huge amount in interest / charges.  
You need a satisfactory credit rating in
order to get a credit card

Dependent on satisfactory credit check.
You can only use the card in the store 
that issued it.  APRs can be very expensive

Goods are owned by the company until
final payment is made.  Goods can 
be taken back if payments are missed

APRs can be high.  If you don’t keep to 
the agreement it can be very expensive

Goods can be more expensive than 
on the high street.  APRs can be high

Type of Credit

Credit Union

Social Fund /
crisis loan

Bank Overdraft

Personal Loan

Credit Cards

Store Cards

Hire Purchase

Buy now 
pay later

Catalogues

Pros

You can build up savings while paying
back your loan.  APR is set at a certain
amount and is quite low

No interest to pay.  Repayment 
taken directly from weekly benefits

Not too expensive as long as you 
keep within your overdraft limit

Interest rates can be quite reasonable

If balance is paid in full by the 
monthly payment date, no interest 
is charged  

If balance is paid in full by 
the monthly payment date, 
no interest is charged

You are able to take goods home
immediately

Can repay in small affordable amounts

Easy to order and get items.  Can often
pay in small affordable amounts

Pros and Cons of Different Types of Credit
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Contacts CCCS

CCCS is the Consumer Credit and Counselling Service.  It gives 
free debt advice and information.  This includes information on
debt solutions, managing your money and how to deal with 
your debts in Northern Ireland.

Telephone 0800 138 1111
www.cccs.co.uk

Citizens Advice

Gives advice on a range of matters and has offices 
throughout NI.  To find your local Citizens Advice visit:

www.citizensadvice.co.uk/en/Where-We-Are/Bureaus 

or check in the telephone directory.

Consumerline

Consumerline offers free help and advice to NI consumers on
how to avoid dodgy deals, make a complaint about goods or
services and stay up to date with consumer law.

Freephone 0300 123 6262
www.consumerline.org

The Consumer Council

The Consumer Council can offer budget planners and a 
range of resources to help consumers manage their money.
We also represent energy, water and transport consumers and
can investigate complaints on their behalf.

Telephone 0800 121 6022
www.consumercouncil.org.uk 

Useful Websites

www.nidirect.gov.uk is the Northern Ireland government
website and has a wide range of information and advice
covering issues like benefits and tax credits.

www.moneyadviceservice.org.uk this website offers free, 
clear and unbiased information to help you manage your
money better.

Central Office
169 University Street 
Belfast 
BT7 1HR

T: 028 9023 1417

Northern Area Lone
Parent Centre 
5A Greenvale Street 
Ballymena, BT43 6AR

T: 028 2563 8086

One Plus Centre 
7 Bayview Terrace 
Londonderry 
BT48 7EE 

T: 028 7137 7066

Gingerbread

Gingerbread has a wide variety of services available to lone 
parents in NI.

General enquiries 028 9023 1417.
Freephone Advice Helpline 0808 808 8090.
www.gingerbreadni.org.uk

Area Offices

Advice4debtni

Government funded organisation providing independent 
debt advice.

Freephone 0800 917 4607
www.advice4debtni.com

Advice NI 

Offers advice and information through member offices
throughout Northern Ireland.

1 Rushfield Avenue
Belfast
BT7 3FT

Telephone 028 9064 5919.
www.adviceni.net
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Elizabeth House 

116 Holywood Road 

Belfast 

BT4 1NY

Complaints line:     0800 121 6022

Tele/Textphone:     028 9067 2488 

Fax:                       028 9065 7701

Email:                    info@consumercouncil.org.uk 

                             complaints@consumercouncil.org.uk 

Websites:               www.consumercouncil.org.uk

                              www.consumerline.org

Consumer Council Northern Ireland

ConsumerCouncil 

The Consumer Council




