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Type

Service

Why it’s predatory

Payday loans

Small loans ($100-$500) against
your next paycheck. You write a
check for the amount of the loan
plus a fee.

If you can’t pay back the money
right away, you can ask to “roll it
over” for an additional fee. If your
finance charge is $15 per every
$100 borrowed, your interest rate
on an annual basis is 400%.

Some places may even “forgive”
one payday loan to let you borrow
even more money.

Online payday loans are now
available, making it even easier to
spend more than you earn.

These loans enable the lender

to use electronic access to your
accounts to withdraw their finance
charges for your loans and the
principle. If you do not have
sufficient funds available to cover
these withdrawals, both your
bank and the lender then charge
insufficient funds fees. You can
keep “rolling over” the loan at an
APR of 652% to 780%.

CAUTION: You are sending
highly personal information
(Social Security number, bank
account number, name address)
to someone you don’t know
anything about.
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Rent-to-own centers

Supply furniture, appliances, TVs,
etc. to people who cannot afford
to pay for them upfront. They ask
you to sign a contract and agree
to pay a weekly fee for the use of
the product.

You pay many times the actual
cost of a new product to rent a
used one.

$250 TV

Amount financed: $250
Weekly payment: $13
Number of weeks: 78
(18 months)

Finance charge: $764
Total payments: $1,014
APR: 265%

Same $250 TV at the
department store:

Amount financed: $250
Monthly payment: $16.17
Number of months: 18
Total payments: $291.06
APR: 19.8%

($723 less than RTO)

Check cashers

Refund anticipation loans

Provide “financial services” for
people who do not use banks.

Tax preparation services that
give you your refund right then
and there.

You pay anywhere from 2% to
10% of the value of the check you
are cashing. (You must take your
money with you, exposing you

to risk).

Check cashers offer other services
such as bill payments, but they
may hold your payment until they
have time to send it in. Thus, you
may be charged a late fee when
you think you'’ve paid on time.

You may not realize that you are
really taking out a loan in the
amount of your refund minus the
preparation fees for your taxes as
well as a hefty fee that goes to the
preparer for processing your loan
request. If the IRS questions your
return and holds up your refund,
you end up paying the interest on
the loan.
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WATCH OUT FOR PREDATORY LENDERS
® There is no free lunch. Beware of those who offer you something for nothing!
e Always read the fine print. If there is no “fine print” be twice as careful!
e [f it sounds too good to be true... it is!
e |f you are being pressured to sign something right then and there, walk away!
e Don’t trust ads promising “No Credit? No Problem!”

* Never sign a blank document or a document that has blanks in it that “will be filled
in later.”

e |[f someone comes to loan you money when you have not contacted him or
her first — BEWARE!!!
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SIGNS OF A PREDATORY LOAN

* High loan fees and excessive interest rates

e Disregard for the borrower’s ability to make the payments

e Prepayment penalties

e Single premium credit insurance financed into the home loan
e Balloon payments

e |nflating the borrower’s income

¢ |nflated appraisals

e Changing the loan terms at closing

¢ Requiring credit insurance

¢ | oaning money to a mentally impaired borrower
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INVEST IN YOURSELF

After attending this class we ask that you invest some time and

effort in yourself by developing a plan to apply what you have learned
to your own situation. Answering the three questions below will help
you make your plan.

1. Take a few minutes to reflect on what you have learned in this class.
On the lines below, write down three of the things you have learned that
could have a direct effect on your life:

2. Choose one of the three things you wrote above that you think would
have the most immediate impact for you and write it here:

3. Now write down three action steps you could take to apply what you
have learned to your life:
A.

(If you would like help with putting your plan into place, please feel free to set
up an appointment with one of the financial coaches at the center.)
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