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Learning Objectives: 
 
1. To understand and differentiate the different types of personal loans; 
2. To compare different credit products so as to help apply suitably in personal 

financial management; and  
3. To understand the importance of maintaining a good personal credit record in 

personal financial management. 
 
 
Overview of Contents: 
 
Lesson 1  Personal Loans 
Lesson 2  Credit Card and Personal Credit Record 
 
Extended Learning (Optional in Lesson 2)   
— Activity 3  Payment Flows of a Credit Card Transaction 
— Activity 4  Matching Game on Credit Card Terms 
 
Resources: 
 
 Topic Overview and Teaching Plan 
 PowerPoint Presentation 
 Student Worksheet  

 
 

Suggested Activity: 
 
 Case Study 
 Matching Game 

 
 
 

Topic 
Topic 

BAFS Compulsory Part 1(d) 
BAFS Compulsory Part - Basics of Personal Financial Management 
C08: Personal Financial Management - Consumer Credit  

Level S4 
Duration 2 lessons (40 minutes per lesson)  

Topic Overview 



Topic C08: Consumer Credit                                           Topic Overview p. 2 

  BAFS Learning and Teaching Example 
Updated in 2022 

 
Lesson 1 

Theme Personal Loans 
Duration 40 minutes 
 
Expected Learning Outcomes: 
 
Upon completion of this lesson, students will be able to: 
 
1. Explain the features of personal instalment loan; 
2. Explain the features of revolving credit facility; 
3. Explain the features of personal overdraft; and 
4. Compare the 3 types of personal loans: personal instalment, revolving credit 

facility, overdraft  
 
Teaching Sequence and Time Allocation: 

Activities Reference 
Time 

Allocation 
Part I: Introduction 
 Teacher starts the lesson by a discussion of getting a 

loan. PPT#2 3 minutes 

Part II: Content 
 Teacher introduces three types of personal loans, 

namely personal instalment loan, revolving credit 
facility and personal overdraft, and explains their 
features and sums up by comparing the key features of 
the 3 types of personal loans.  

 Activity 1: Case Study 
 Students are required to form groups of four or 

five, read the case of Angela’s Study Loan and 
answer the questions. 

 Students are invited to present their answers. 

 
PPT #3-7 

 
 
 

PPT #8 
Student  

Worksheet 
p.1 

23 minutes 

 Teacher asks the class if they know the factors that 
banks will consider when deciding whether to grant a 
credit facility or loan to their customers. 

 Activity 2: To Lend or Not To Lend 
 Students are required to evaluate five scenarios 

and make appropriate decision for each scenario. 

PPT#9 
 
 

PPT#10 
Student 

Worksheet 

12 minutes 
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 Students are invited to present their answers. 
 Teacher introduces the 4 Cs, namely Capacity, 

Character, Capital and Collateral, of credit. 

pp.2-4 
PPT#11 

Part III: Conclusion 
 Teacher concludes the lesson by reviewing the key 

concepts covered. 
 2 minutes 
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Lesson 2 

Theme Credit Card and Personal Credit Record 
Duration 40 minutes 
 
Expected Learning Outcomes: 
 
Upon completion of this lesson, students will be able to: 
 
1. Explain the features of credit cards; 
2. Compare different types of consumer credits; and 
3. Explain the importance of maintaining a good personal credit record  
 
Teaching Sequence and Time Allocation: 

Activities Reference 
Time 

Allocation 
Part I: Introduction 
 Teacher starts the lesson by reviewing the 4 Cs of 

credit. . PPT#11 2 minutes 

Part II: Content 
 Teacher explains the use of credit card as a form of 

consumer credit.  
 Extended Learning -- Activity 3: Payment Flows 

of a Credit Card Transaction 
 Students are required to sort out the correct 

sequence of the steps involved in a credit card 
transaction. 

 Students are invited to present their answers. 

PPT#12 
 

PPT#13-14 
Student 

Worksheet 
p.5 

 
 

5 minutes 

 Extended Learning -- Activity 4: Matching Game 
 Students are required to match the definitions 

with the credit card key terms. 
 Teacher checks the answer and explains the 

definitions with the class. 

PPT#15-16 
Student  

Worksheet 
p.6 

 Activity 5: Selection of an Appropriate Consumer 
Credit 
 Students are required to form groups of four or 

five, read Candy's case and answer the 
questions.  

PPT#17 
Student 

Worksheet 
p.7 

PPT#18 

10 minutes 
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 Students are invited to present their answers. 
 Teacher concludes the discussion of the costs 

and benefits of using credit cards, and explain 
how the appropriate form of consumer credit 
should be selected in the case.   

 

 Teacher explains the importance of maintaining one’s 
good personal credit record and factors affecting 
personal credit record.  

 Activity 6: Importance of maintaining a good 
credit record 
 Students in groups are required to study Ben’s 

case and answer the questions.  
 Teacher concludes how one’s personal credit 

record could be affected and ways to improve 
one’s credit record. Teachers advises students to 
use credit cards smartly when they get one. 

PPT#19-20 
 
 

PPT#21-22 
Student 

Worksheet 
p.8 

20 minutes 

Part III: Conclusion 
 Teacher reminds students the importance of keeping 

good personal finance and proper personal financial 
management.    

PPT#23 3 minutes 
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Introduction
This session aims to provide students fundamental understanding of the 
nature of major types of consumer credit, including personal instalment loan, 
revolving credit facility, personal overdraft and credit card. Students will also 
learn the costs and benefits of borrowing and how to use credit wisely.   

Duration
Two 40-minute lessons

Contents
Lesson 1 – Personal Loans
Lesson 2 – Credit Card & Personal Credit Record

2

Lesson 1

Start the lesson by asking the class whether they have any ideas where
Angela can get a loan and what types of loans are available. 

Suggested answers:
• Loan from her family, relatives, friends, etc.;
• Personal loans from banks and financial institutions;
• Cash advance from credit card(s); and

Wrap up the discussion with the introduction of different types of personal
loans offered by banks and financial institutions. Details will be discussed
in the following slides.   
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Explain to the class that there are three common types of personal loans 
offered by banks and financial institutions.  

4

Explain what a personal instalment loan is.

A personal instalment loan requires the borrower to pay back the loan by 
instalments at fixed time intervals, normally monthly, within a specified period 
from 6 months up to 5 years. 

Handling fee or some other forms of fees will be incurred for early/late 
repayment. 
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Explain what a revolving credit facility is.

Under a revolving credit facility, the borrower is granted a credit limit.  He/She 
may draw funds up to that limit and pays interest only on the amount of loan 
drawn. 

Unlike the personal instalment loan, there is no fixed repayment schedule. 
There is no withdrawal or handling fees charged. Borrowers may be required 
to repay a certain percentage.  The borrower may also repay all the 
outstanding loan any time he/she wants.  The interest is calculated daily 
based on the outstanding amount. 

After repayment, the credit limit is restored and the borrower can draw new 
loan again up to the credit limit without re-applying for the credit facility. 
That’s why it is called “revolving”.   

6

Explain what a personal overdraft is. 

Personal overdraft is similar to revolving credit facility which a borrower, 
usually a current account holder, is granted an overdraft limit. The current 
account holder can withdraw funds up to the limit using cheques or other 
means of transfer. 

There is no fixed repayment schedule and the borrower can repay the 
overdraft amount at any time. And overdraft facility is also on a revolving 
basis. 

Interest is charged on the overdraft amount on a daily basis. Banks normally 
charge an annual fee for the facility no matter the overdraft is used or not. 



Compare the key features of the 3 types of personal loans introduced in this 
lesson. 

7 8

Activity 1: 

Ask students to form groups of four to five, read the case of Angela’s Study 
Loan on Student Worksheet p.1 carefully and answer the question that 
follows. Then invite students to present their answers.

Suggested answer:

The revolving loan is the best for Angela: 

First, she can draw funds up to the credit limit and pays interest 
only on the amount of loan drawn.
Second, the repayment is flexible that she can pay minimum monthly 
repayment in case her monthly salary is very low in some months
Third, when Angela receives her bonus a month later, she can repay 
the loan to reduce the overall interest 
In this case, no annual fee will be charged for the credit limit 
granted
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Ask students to think about the above question. Activity 2 can be used to 
illustrate the answer for this question.

10

Activity 2 :

Ask students to evaluate the five scenarios on Student Worksheet pp.2-4 and 
decide whether they are willing to lend money to the persons concerned. 
Invite students to explain their decisions.

Suggested answers: 
Scenario A – Yes, Carmen has a good history of paying back.
Scenario B – Yes, younger sister has the money to pay back.
Scenario C – No, one cannot trust the new friend yet.

Or yes, the new friend will have the money (income from 
his part time job) to pay back.  

Scenario D – No, uncle has a bad history of not paying back.
Scenario E – Yes, if the teammate does not pay back, you can take the

Nintendo NS RingFit Adventure to offset the debt. 

Other reasonable answers can also be accepted.    
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Explain what 4 Cs of credit are with the five scenarios in Activity 2:
1. Capacity refers to the ability of a borrower to repay a loan.  A person with 

a stable job of reasonable amount of salary income and no other debts 
would be considered to have a strong financial capacity to pay back a 
loan, as in Scenario C.

2. Character refers to the willingness to repay a loan. The previous history 
of a borrower in paying back loans is one of the major indicators of 
his/her character. Lenders are more willing to lend to borrowers who take 
debts seriously and pay all debts on time and in full, as in Scenario A/D.

3. Capital refers to the financial worth of a borrower. A borrower with 
substantial assets such as property, stocks and bonds are able to repay 
loans even his/her income drops, as in Scenario B.

4. Collateral refers to the assets, such as house, motor vehicle, etc., 
pledged to secure repayment of a loan. The lender may seize the 
property if the borrower fails to repay the loan, as in Scenario E.

Point out to the class that when they borrow money in the future. It is 
important for them to repay loans on time so as to maintain a good credit 
history. A good credit history and high character rating would make it 
easier for them to obtain credit.

End of Lesson 1

12

Explain how credit cards are used as a form of consumer credit. 



Activity 3: Payment Flows of a Credit Card Transaction is an extended 
learning activity (optional for teaching)

Distribute Student Worksheet p.5. 
Ask students to sort out the correct sequence of steps involved in a credit 
transaction. Then Invite students to present their answers.
See next slide for the answer.

13 14

Go through the payment flows of Brian’s credit card transaction.

Some hints for teacher:
• Highlight that Brian is able to buy his mobile phone now and pay later 

through the use of credit card. If he is willing to pay finance charge/interest 
to Biz Bank, he can pay it even later.  

• The most popular credit cards are VISA, MasterCard and American 
Express. 

• In step D, MP Shop’s bank charged a 2% (the percentage varies among 
banks and credit card associations) commission on providing the credit 
card service to the MP Shop.

• In step F, Biz bank withheld 1% (the percentage varies among banks and 
credit card associations) of the purchase amount as an interchange fee 
when paying CCA the credit card association.

• After all, the cost of the credit card transaction is mainly borne by MP shop 
which received only $2,940 for $3,000 transaction.     
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Activity 4: Matching Game is an extended learning activity (optional for 
teaching)

With reference to Student Worksheet p. 6, ask students to complete the 
matching game by linking the terms with their correct meanings. 

16

Check the answers and go through the definitions of the credit card related 
terms with the class. 
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Activity 5 :

With reference to Student Worksheet p. 7, ask students to study the case 
and answer the questions that follow.  

See next slide for the answers.

18

Use the case in Activity 5 to discuss with the class on the pros/benefits and 
cons/costs of using credit cards.

Answers for Activity 5: 

Q1: 
Pros/Benefits:
• Convenience, easy to get and easy to use;
• Buy now pay later, free credit for a period of time, no interest is charged if the 

balances are repaid in full before the payment due date; and
• Other benefits such as discounts, mileage and bonus points. 
Cons/Costs:
• Very high finance cost, interest for outstanding balance is commonly charged 

over 20% p.a.; 
• Easy to become overspent causing excessive and/ or unnecessary consumption; 

and
• High level of theft and fraud.   

Q2: 
Candy’s studio will open in 2 months, so she may not be able to repay the 
expenses after the free credit period if she uses credit card for payment. She 
should choose to apply for instalment loan to avoid being charged the very 
high interest on the outstanding balance. 
Applying for instalment loan, Candy can repay the loans by instalments with 
less pressure when she has started operating the studio for some time.  



Explain to students that a credit report is a financial dossier that lists out an 
individual's credit activities. It helps lenders, such as banks or finance 
companies, to evaluate the credit risk of a customer when they process credit 
applications. 
A credit report contains the following information:
1. basic personal information of a consumer, e.g. name, address, telephone 

number etc.;
2. credit information, such as the loan provider(s), credit/loan amount and 

payment history;
3. public records, including litigation relating to debt recovery, bankruptcy and 

winding-up petitions;
4. credit report enquiry records over the past two years; and
5. a credit score.
These information help lenders to evaluate their potential risks when lending the money 
to you. They are also used to determine the loan amount and tenor, as well as the 
interest rate.

A good score can help you get a better interest rate from banks when you apply for 
credit. On the contrary, a low score may result in a higher interest rate or denial of the 
loan/credit application. 

Teacher is advised to remind students that employers may refer to the credit reports to 
judge how responsible and credit worthy the job seekers are, in particular for jobs in the 
fields of regulation, law enforcement, finance and other money-related sectors. 
Employers will usually offer a position after checking the applicant’s personal credit 
record with his/her permission. Hence, a good credit score can have a positive effect on 
one‘s career development and prospects. (Reference: 
https://www.ifec.org.hk/web/en/other-resources/hot-topics/5-tips-improve-credit-
score.page) 

19

Explain to students that payment history is the most important aspect of 
one’s credit score because it shows how you’ve managed your finances. So 
any late payments, defaults, bankruptcy, or even just forgetting to pay the 
credit card bill or missing a mortgage repayment for a few days will have a 
negative impact on one’s credit score. The more credit accounts with no fixed 
repayment schedule are held, the credit record will be more adversely 
affected. 

Besides, applying for loans with different lenders within a short period of time 
will trigger the lenders to make enquiries about your credit report thus 
affecting your credit record. The more newly credit accounts are opened, the 
more likely the credit record will be adversely affected. Therefore, consumers 
should avoid applying for many new loans from various lenders at the same 
time.

(Reference: https://www.ifec.org.hk/web/en/other-resources/hot-topics/5-tips-
improve-credit-score.page) 

20



Activity 6:

With reference to Student Worksheet p. 8, ask students to study the case 
and answer the questions that follow.  

See next slide to explain the answers. 

21

Use the case in Activity 6 to discuss with the class on the importance of maintaining 
a good personal credit record. 

Answers for Activity 6: 
Q1: 
His credit rating would be adversely affected (lower), hence, 
• this will lower his chance of getting new loans
• he would receive unfavorable terms of credit when applying for new loans, 

e.g. higher interest rate, lower credit limit

Teacher is advised to remind students that this may have negative effect on 
Ben’s career development and prospects because employers may refer to 
the credit reports to judge how responsible and credit worthy the job seekers 
are 

Q2: 
To improve his credit record, Ben should: 
• establish a healthy credit history; 
• settle bills in full and on time every month;
• avoid excessive credit applications to maintain a good credit record; and
• check credit report regularly and amend any questionable data in a timely 

manner
(Reference: https://www.ifec.org.hk/web/en/other-resources/hot-topics/5-tips-
improve-credit-score.page)

22
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Remind students that banks or financial institutions will reach potential 
borrowers and invite them to raise loans through intensive promotional 
activities such as TV ad, Internet ad or even cold calls, etc.   

One of the useful rules of consumer credit and personal finance is to keep 
the loan repayment amount below one third of monthly surplus. In other 
words, after deducting total expenses from total income, not more than one 
third of this remaining balance should be used on settling debts as this will 
allow us to have cash flow for non-current expenditures such as doctor 
consultation fees, car repairs after accident, birthday or wedding presents 
for friends, etc. 

24

End of Lesson 2
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BAFS Compulsory Part - Basics of Personal Financial Management 
Topic C08: Personal Financial Management - Consumer Credit  
 

  Activity 1: Case Study 

 
Read the case carefully and answer the questions.  

 
 

Angela’s Study Loan 

Your cousin Angela is fond of cooking, especially Japanese 
cuisine. She has decided to take a Japanese cuisine certificate 
programme at a local institution. The total tuition fee of the 
programme is $30,000. She does not have any savings and wants 
to borrow a loan from her bank. The bank offers her three 
personal loans:  

Loan A: a revolving loan with a credit limit $30,000 
Loan B: a 6-month instalment loan with a loan amount $30,000 
Loan C: a personal overdraft with a credit limit $20,000. Annual 

fee of 1% on overdraft limit granted. 

 Angela is currently working as a commission based saleswoman 
with a very low basic salary. As her monthly income is not stable, 
she wants to have flexibility in repaying her loan. Also, she will 
receive $10,000 bonus 1 month later. Which type of loan best 
suits her need? Please give your reasons.   .         
________________________________________________ 

 
    ________________________________________________ 
 
    ________________________________________________ 
 
    ________________________________________________ 
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Activity 2: To Lend or Not to Lend? 
 
Given the following five scenarios, are you willing to lend money to them? 
And why? 
 
 
 
    Scenario A:                                       
 
    You and your classmate Carmen are window shopping in Mongkok 

and find that her favorite video game has been launched. Carmen 
wants to buy the game but does not have enough money right 
now. She wants to borrow $200 from you. You have lent her 
money before and she always paid you back quickly. 

 
    Your Decision:  
     

□ Yes, reason(s): __________________________________ 
  
    □ No, reason(s) : __________________________________ 
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    Scenario B: 
 
    Your younger sister wants to buy a comic book when visiting a 

book shop with you. She has spent all her pocket money and 
wants to borrow money from you. You know that she has saved up 
the red packets she received during the Chinese New Year and 
can pay you back.  

 
    Your decision:  
     

□ Yes, reason(s): __________________________________ 
  
    □ No, reason(s) : __________________________________ 
 
 
 
 

 

 
    Scenario C: 
 
    You and a new friend are going out for a movie at the weekend. 

He asked you to pay for his ticket first and he would pay you 
back when receiving the wage of his part-time job the next week.  

 
    Your decision:  
     

□ Yes, reason(s): __________________________________ 
  
    □ No, reason(s) : __________________________________ 
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    Scenario E: 
 
    Your basketball teammate wants to borrow $1000 from you to 

buy a pair of new basketball shoes. You know that he owes other 
teammates for some time and has not paid back as promised. He 
offers to let you keep his Nintendo DS RingFit Adventure until 
he pays you back.     

 
    Your decision:  
     

□ Yes, reason(s): __________________________________ 
  
    □ No, reason(s) : __________________________________ 
 
 
 
 

 
    Scenario D: 
 
    Your uncle asked you to buy a bottle of red wine for him and said 

he would pay you back later. You remind him that he still owes 
you $250 for the magazine you bought for him, $200 for two 
film tickets, and $100 for lunch, which he promised to pay back 
weeks ago.  

 
    Your decision:  
     

□ Yes, reason(s): __________________________________ 
  
    □ No, reason(s) : __________________________________ 
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Extended Learning 

Activity 3:  

Payment Flows of a Credit Card Transaction 
 
Rank the sequence of payment flows in a credit card transaction.  
 

Step Description 

1 
A. Brian uses credit card to purchase his $3,000 mobile phone in 

MP Shop. 

 
B. CCA forwards the charge to the credit card issuing bank, Biz 

Bank. 

 C. Biz Bank bills Brian for the $3,000 purchase. 

 
D. MP Shop’s bank reimburses MP Shop $2,940 ($3,000 less a 

charge of $60, 2% of purchase amount).  

 
E. Brian pays $3,000 or at least the minimum payment to Biz 

Bank.    

 
F. Biz Bank pays CCA $2,970 ($3,000 less an interchange fee of 

$30, 1% of the purchase amount). 

 G. MP Shop submits credit card charge to its bank. 

 H. CCA forwards payment of $2,970 to MP Shop’s bank. 

 
I. MP Shop’s bank submits the charge to Credit Card Association 

(CCA). 
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Extended Learning 

Activity 4: Matching Game 
 
Match the key terms of credit card with their corresponding descriptions. 
 

Annual fee ˙ 

 

˙ 

The amount of interest 
charged on unsettled credit 
card balance for the billing 
period. 

     

Cash advance ˙ 

 

˙ 

The period of time allowed for 
credit card holders to settle 
the account without being 
charged a finance charge. 

     

Credit limit ˙ 

 

˙ A fee charged by card issuers 
for the use of credit card. 

     

Finance charge ˙ 

 

˙ 

The minimum amount of the 
balance a credit card holder is 
required to pay for the billing 
period in order to maintain the 
account in good standing. 

     

Grace period ˙ 

 

˙ 

The maximum amount of 
purchase and/or cash advance 
a credit card holder may use 
on the credit card. 

     

Minimum 
payment 

˙ 

 

˙ 
Getting cash from the credit 
card instead of using it for 
purchase. 
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  Activity 5: Selection of an Appropriate 

Consumer Credit 
 
 
After working as a yoga teacher for years, Candy will open her 
own yoga studio 2 months later. Now she needs to buy equipment 
and renovate the studio with an estimated total cost of 
$100,000 respectively. She is considering using her credit card 
or applying for an instalment loan to settle the payments.    
  

1. What are the pros and cons of using credit card over 
instalment loan? 

_______________________________________________________    

_______________________________________________________    

_______________________________________________________    

_______________________________________________________    

_______________________________________________________    

    
2. Which type of loan would you suggest Candy to take for the 

estimated expenses?   
_______________________________________________________    

_______________________________________________________    

_______________________________________________________    

_______________________________________________________    

_______________________________________________________   
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  Activity 6:  

Importance of Maintaining a Good Credit Record  
 

Ben is a graduate from university. He often used credit cards 
for online shopping over the past few years and mainly settled 
his outstanding balances by his part time job a swimming coach. 
As the salary was not stable, he sometimes could only settle the 
minimum payment.  
 

1. Explain how Ben’s personal credit record would be affected 

as he often fails to settle the outstanding balances in full.    
 

_______________________________________________________    

_______________________________________________________    

_______________________________________________________    

_______________________________________________________    

_______________________________________________________    

2. What should Ben do to improve his credit record?  

 

_______________________________________________________    

_______________________________________________________    

_______________________________________________________    

_______________________________________________________    

_______________________________________________________    
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BAFS Compulsory Part - Basics of Personal Financial Management 
Topic C08: Personal Financial Management - Consumer Credit  
 

  Activity 1: Case Study 

 
Read the case carefully and answer the questions.  

 
 

Angela’s Study Loan 

Your cousin Angela is fond of cooking, especially Japanese cuisine. She has 
decided to take a Japanese cuisine certificate programme at a local 
institution. The total tuition fee of the programme is $30,000. She does not 
have any savings and wants to borrow a loan from her bank. The bank offers 
her three personal loans:  

Loan A: a revolving loan with a credit limit $30,000 
Loan B: a 6-month instalment loan with a loan amount $30,000 
Loan C: a personal overdraft with a credit limit $20,000. Annual fee of 1% on 

overdraft limit granted. 

    Angela is currently working as a commission based saleswoman with a very low 
basic salary. As her monthly income is not stable, she wants to have flexibility 
in repaying her loan. Also, she will receive $10,000 bonus 1 month later. 
Which type of loan best suits her need? Please give your reasons.       

 
    The revolving loan is the best for Angela:  

 First, she can draw funds up to the credit limit and pays interest only on 
the amount of loan drawn. 

 Second, the repayment is flexible that she can pay minimum monthly 
repayment in case her monthly salary is very low in some months 

 Third, when Angela receives her bonus a month later, she can repay the 
loan to reduce the overall interest  

 In this case, no annual fee will be charged for the credit limit granted  
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Activity 2: To Lend or Not to Lend? 
 
Given the following five scenarios, are you willing to lend money to them? 
And why? 
 
    Scenario A:                                       
 
    You and your classmate Carmen are window shopping in Mongkok 

and find that her favorite video game has been launched. Carmen 
wants to buy the game but does not have enough money right 
now. She wants to borrow $200 from you. You have lent her 
money before and she always paid you back quickly. 

 
    Your Decision:  
     
 Yes, reason(s): Yes, Carmen has a good history of paying back. 

    □ No, reason(s) : __________________________________ 
  

 
Scenario B: 

 
    Your younger sister wants to buy a comic book when visiting a 

book shop with you. She has spent all her pocket money and 
wants to borrow money from you. You know that she has saved up 
the red packets she received during the Chinese New Year and 
can pay you back.  

 
    Your decision:  
     
 Yes, reason(s): younger sister has the money to pay back 

  
    □ No, reason(s) : __________________________________ 
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    Scenario C: 
 
    You and a new friend are going out for a movie at the weekend. 

He asked you to pay for his ticket first and he would pay you 
back when receiving the wage of his part-time job the next week.  

 
    Your decision:  
     
 Yes, reason(s): the new friend will have the money (income from 

his part time job) to pay back. OR 
  
     No, reason(s) : one cannot trust the new friend yet. 
 
 
 
 
    Scenario D: 
 
    Your uncle asked you to buy a bottle of red wine for him and said 

he would pay you back later. You remind him that he still owes 
you $250 for the magazine you bought for him, $200 for two 
film tickets, and $100 for lunch, which he promised to pay back 
weeks ago.  

 
    Your decision:  
     

□ Yes, reason(s): __________________________________ 
  
     No, reason(s) : No, uncle has a bad history of not paying back. 
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    Scenario E: 
 
    Your basketball teammate wants to borrow $1000 from you to 

buy a pair of new basketball shoes. You know that he owes other 
teammates for some time and has not paid back as promised. He 
offers to let you keep his Nintendo NS RingFit Adventure until 
he pays you back.     

 
    Your decision:  
     
 Yes, reason(s): if the teammate does not pay back, you can 
take the Nintendo NS RingFit Adventure to offset the debt.  
 

    □ No, reason(s) : __________________________________ 
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Extended Learning  

Activity 3: 

Payment Flows of a Credit Card Transaction 
 
Rank the sequence of payment flows in a credit card transaction.  
 

Step Description 

1 
A. Brian uses credit card to purchase his $3,000 mobile phone in 

MP Shop. 

5 
B. CCA forwards the charge to the credit card issuing bank, Biz 

Bank. 

8 C. Biz Bank bills Brian for the $3,000 purchase. 

3 
D. MP Shop’s bank reimburses MP Shop $2,940 ($3,000 less a 

charge of $60, 2% of purchase amount).  

9 
E. Brian pays $3,000 or at least the minimum payment to Biz 

Bank.    

6 
F. Biz Bank pays CCA $2,970 ($3,000 less an interchange fee of 

$30, 1% of the purchase amount). 

2 G. MP Shop submits credit card charge to its bank. 

7 H. CCA forwards payment of $2,970 to MP Shop’s bank. 

4 
I. MP Shop’s bank submits the charge to Credit Card Association 

(CCA). 
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Extended Learning 

Activity 4: Matching Game 
 
Match the key terms of credit card with their corresponding descriptions. 
 

Annual fee 
˙  

˙ 

The amount of interest 
charged on unsettled credit 
card balance for the billing 
period. 

     

Cash advance 
˙  

˙ 

The period of time allowed for 
credit card holders to settle 
the account without being 
charged a finance charge. 

     

Credit limit 
˙  

˙ A fee charged by card issuers 
for the use of credit card. 

     

Finance charge 

˙  

˙ 

The minimum amount of the 
balance a credit card holder is 
required to pay for the billing 
period in order to maintain the 
account in good standing. 

     

Grace period ˙ 

 

˙ 

The maximum amount of 
purchase and/or cash advance 
a credit card holder may use 
on the credit card. 

     

Minimum 
payment 

˙ 

 

˙ 
Getting cash from the credit 
card instead of using it for 
purchase. 
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  Activity 5: Selection of an Appropriate 
Consumer Credit   

After working as a yoga teacher for years, Candy will open her 

own yoga studio 2 months later. Now she needs to buy equipment 

and renovate the studio with an estimated total cost of 

$100,000. She is considering using her credit card or applying 

for an instalment loan to settle the payments.     

1. What are the pros and cons of using credit card over 

instalment loan?  
Pros/Benefits: 
 Convenience, easy to get and easy to use; 
 Buy now pay later, free credit for a period of time, no 

interest is charged if the balances are repaid in full before 
the payment due date; and 

 Other benefits such as discounts, mileage and bonus points.  

Cons/Costs: 
 Very high finance cost, interest for outstanding balance is 

commonly charged over 20% p.a.;  
 Easy to overspend causing excessive and/or unnecessary 

consumption; and 
 High level of theft and fraud  

2. Which type of loan would you suggest Candy to take for the 

estimated expenses?   
Candy’s studio will open in 2 months, so she may not be able to 
repay the expenses after the free credit period if she uses 
credit card for payment. She should choose to apply for 
instalment loan to avoid being charged the very high interest on 
the outstanding balance.  

If she applies for instalment loan, she can repay the loans by 
instalments with less pressure when she has started operating 
her studio for some time.  



Topic C08: Consumer Credit                                         Student Worksheet p.8 

  BAFS Learning and Teaching Example 
Updated in 2022 

  Activity 6:  

Importance of Maintaining a Good Credit Record  
 

Ben is a graduate from university. He often used credit cards 
for online shopping over the past few years and mainly settled 
his outstanding balances by his part time job as a swimming 
coach. As the salary was not stable, he could only settle the 
minimum payments most of the time.  
 

1. Explain how Ben’s personal credit record would be affected 
as he often fails to settle the outstanding balances in full.    
 

His credit rating would be low, hence,  
 this will lower his chance of getting new loans 
 he would receive unfavorable terms of credit when 

applying for new loans, e.g. higher interest rate, lower 
credit limit 

2. What should Ben do to improve his credit record?  

 establish a healthy credit history;  
 settle bills in full and on time every month; 
 avoid excessive credit applications to maintain a good 

credit record; and 
 check credit report regularly and amend any questionable 

data in a timely manner 
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