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Key Terms



1. Down Payment: Your initial 
investment or payment 

towards the total amount 

required for a purchase.

For instance, most financial 

institutions require a minimum 

of 20% cash injection on the 

purchase of a home, while 

lending the remaining 80%.



2. Loan Term: This is the 
length of time that the 
loan agreement will be in 
effect.

For instance: A car loan is 
typically on a 5 to 7-year 
term. A mortgage is 
typically on a 25-year 
term.



Maturity: This is the date that the final 
payment is expected to be 
processed and closed.

For instance: a 5-year loan obtained 
on March 1, 2016, may 
mature on April 30th, 2021 
depending on the payment due 
date.



Debt Consolidation: This is the 
process of combining all of 
your existing debt from multiple 
loans &/or financial institutions 
into one single loan facility 
making one payment on a 
monthly basis.

For instance: Suzie has a car loan at ABC 
Bank in the amount of $3,520 with a monthly 
payment of $161 p/m @ 5%, Personal Loan 
from 2 Legit Bank in the amount of $12,738 
with a monthly payment of $415.17 p/m @ 9% 
and a mortgage at WDB Bank in the amount 
of $82,069 with a payment of $770.39 @ 7%. 
She decides to move all of her debt to WDB 
Bank where her mortgage facility is and at a 
rate of 6%. Her new monthly payment on her 
personal facility is now $278.89 for 6 years. 
Therefore, freeing up $297.28 per month that 
could be saved or used for another purpose.



Refinancing: This is the process of replacing an 
existing loan with a new facility and possibly 
better terms for the borrower.

For instance: Suzie could have opted to 
refinance her mortgage at WDB Bank to add her 
personal loan balances to her mortgage 
balance. By doing this, she would have a slightly 
increased mortgage balance of 
$98,327, payment of $762.33 @ 7% for 20 years. 
Suzie now has $576.17 in excess cash available 
monthly to save or use for any other desired 
purpose.



OTHER KEY 
TERMS:

COLLATERAL CREDIT 
HISTORY

CO-SIGNER DEFAULT



Strategies for Reducing 

Existing Debt



Honor original agreement
whether the payment is 
due weekly or monthly.

Make extra payments
where permissible. 

Make sure you 
understand the terms 

of your loan.

Ask your loan officer about 
loan sales or rate specials 
to reduce your monthly 

payments.

If you feel like you are 
overextended, consider 

consolidating your debt into one 
affordable monthly payment.

Consider refinancing if you 
have a mortgage facility 

with appropriate collateral.



Borrowing Wisely



The wise way to borrow is for big ticket items that 
would take a lifetime and perfect circumstances to 
save for.

For instance:

1. Purchase of a Vacant Lot or Home.

2. Investment into a business venture.

3. When suitable collateral is available for security of 
the loan facility.



Interest rates: High vs Low



Interest Rates are the 
percentage amounts in 
which the lender is 
charging the borrower 
for a particular loan 
facility agreement.

When someone is given a 
higher interest rate, this is 
normally an indication that 
the risk profile of the 
individual is higher for the 
institution to take. 
Therefore, the higher the 
risk, the higher the rate 
that may apply. Of course, 
this rate will still be 
manageable by the client 
and the individual will still 
qualify for the payment.

For instance: Credit 
Cards have a higher 
interest rate of about 
18% - 21% because of 
the risk that individuals 
may NOT repay the 
facility.



Low Interest Rates are normally negotiated on larger 
facilities like Mortgages and Investments.

Since a mortgage facility is a long- term liability, 
there is flexibility in the way the interest will be 
determined. Therefore, the higher the mortgage 
amount, the lower the rate can be negotiated.

A mortgage in the amount of $700,000 USD can be 
negotiated to as low as 4% versus a mortgage in the 
amount of $150,000 that may yield an interest rate of 
7%. Unfortunately, there is more risk and 
management associated with a smaller mortgage 
facility however the client can manage their debt 
better to prevent this outcome.



What to avoid?



1. Avoid financial 
avoidance. You should 
always know your financial 
position. This also means that 
you should always know 
what you can and cannot 
afford, realistically.

1
2. Avoid friends who 
operate outside of your 
wage limits. If you find that 
you cannot say no, just 
avoid situations where you 
cannot afford to 
participate. For example, 
vacations that you cannot 
afford to finance within a 
year.

2
3. DON'T avoid your 
responsibilities. If you have 
lost your job, or have a 
decreased income, talk to 
your loan officer to explore 
your payment options. You 
can control your financial 
health, no matter the 
circumstances.

3
4. Avoid quick fix loans if 
you're already in over your 
head. Once again, arrange 
a meeting with your loan 
officer to consider 
consolidation or temporary 
interest only payments.
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