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HOW TO WORK OUT THE COST OF 
BORROWING 
 

 Before you borrow any money you should decide if you really need to make the 
purchase. It’s normally better to save money and then spend it rather than 
borrowing money.  

 

 You should be careful how you decide to borrow the money you need. It could work 
out much more expensive than you think and could get you into financial difficulties. 
If you are having trouble managing your finances then it is normally not a good idea 
to borrow any more. Instead you should get some free debt advice, see below. 

 

 Before borrowing any money check how much it will cost you in fees, interest and 
charges. This should help you compare the cost of different types of credit. If you 
are given monthly or weekly repayments or charges multiply this up so you get an 
annual total.  

 

 You can get an idea of how much it will cost you to borrow by comparing APRs 
(Annual Percentage Rate). The APR is a standard way of showing the cost of 
borrowing. Generally the lower the APR the less it will cost you to borrow. It works 
best if you are comparing similar types of credit over the same time period. 

 

CHOOSE THE CHEAPEST WAY TO BORROW MONEY 
 

 Payday loans let you borrow money for a few weeks to cover a shortfall until you are 
paid. You can normally borrow up to £1,000 for up to a month. 

 

 Payday loans are expensive when compared with other ways of borrowing money, 
especially if you take out several payday loans in a row. When you take out a payday 
loan, a credit check will normally be carried out. 

 

ALTERNATIVES TO PAYDAY LOANS 
 

 If you are struggling to make ends meet, you can get advice. See below for more 
information about how to deal with debt. 

 

 Borrowing money using a credit card or an authorised overdraft on your bank 
account will usually be cheaper than a payday loan.  

 

 
BEFORE TAKING OUT A PAYDAY LOAN YOU COULD: 
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 GET HELP from a credit union. Credit unions offer loans and savings accounts to 
their members in a local community, organisation or company. Contact the 
Association of British Credit Unions on 0161 832 3694 
 

 CHECK if you could get some money from the Government’s Social Fund for 
emergencies. To find out what help you can get, contact Turn2Us on 0808 802 2000 
(9am-8pm Monday-Friday) or Citizens Advice on 03454 04 05 06 (You can talk to a 
Welsh-speaking adviser on 03454 04 05 05). 
 

 YOU CAN DOWNLOAD a useful tool to help you compare monthly and annual 
interest rates from the BBC Skillswise website at 
http://www.bbc.co.uk/skillswise/learners/rip-off-britain  

 
 

WHAT TO DO IF YOU ARE WORRIED ABOUT DEBT 
 

 If you are worried about your debts, contact the companies you owe money to as 
soon as possible. They may be able to help you with your debts and need to know if 
you are having financial problems. A good place to start is making a list of all your 
debts and then prioritising them. 

 

 You should also write down what money you have coming in each month and what 
you spend it on. Working out a budget is a good way to see where your money is 
going and if you could cut back on your spending. 

 

    Try not to panic. Get some free debt advice from Stepchange on 0800 138 1111 or 
the National Debtline on 0808 808 4000. Citizens Advice can also help you sort out 
money, legal and other problems for free online, face-to-face and over the phone. 
Contact Citizens Advice on 03454 04 05 06. 

 

 
Tip: It’s much more important to pay priority debts like your 
mortgage or rent as you risk losing your home. 
 
 

 
 
 


