
Financial Literacy Bank Loans and Accounts Interest, Investments and Loans 

Assignment Finish this Handout! Quiz: Next Day! 

 
Name: ___________________________      Date: ___________________ 
 
 
 
Bank Loan: 
 
 
 
 
 
 

x Amortization period 
 
 
 
 

x To default is to 
 
 
 
 
 

x Line of credit 
 
 
 
 
 
 
 
 
 

x Overdraft protection 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

1 Youborrowmoney from a recognized bank

car
the term will be fixed

house the rate will be fixed
interest compoundedmonthly

term the lengthoftime topay off a loan

youhave missed at least one payment on
your loan

An account with a set limit to borrow
works a lot like a credit card
usually much lower interest rate
no term
need a good credit rating

A method ofprotecting you from high feesif youspend more money than is in
your cheguing or savings account
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Example Joe takes out a loan for $7800 at 4% interest for 5 years. What will their monthly payment be? 

a. Calculate the total amount Joe will pay for the loan over the 4 years. 
 
 
 
 
 
 
 
 
 

b. Calculate Joe’s monthly payment. 
 
 
 
 
 
 
 
 
 
 

 
 
 
Example Marie is buying a new snowmobile that costs $11 500.00. They will take a loan from their bank at 
4.75% for 4 years. 

c. Calculate the total amount Marie will pay for the loan over the 4 years. 
 
 
 
 
 
 
 
 
 

d. Calculate Marie’s monthly payment. 
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1. Tim wants to buy a used car that costs $3900.00. He can get a loan at 3.25% for 3 years from 
his bank. 

a) What will his monthly payment be? 
 
 
 
 
 
 

b) What is the total amount Tim will pay for the loan over the 3 years? 
 
 
 
 
 
 
 
2. Alan wants to buy a customized mountain bike that costs $3500. He has saved $1200 toward 

the cost. 
a) How much will Alan need to borrow from the bank to buy his bike? 

 
 
 
 
 
 

b) Alan can get a loan at 5.5% for 2 years from his bank. What will his monthly payment be 
for this loan? 

 
 
 
 
 
 

c) What is the total amount Alan will pay for the loan over the 2 years? 
 
 
 
 

d) How much will Alan pay in total for his bike? 
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3. Bruce takes out a $7300 loan and is offered two choices for repayment.  
Option1:  5.75% per year for 3 years 
Option 2: 7.00% per year for 2 years 

 
a) Calculate the monthly payment for each loan option. 

 
 
 
 
 
 
 
 
 

b) What is the total cost for each loan option? 
 
 
 
 
 
 
 
 
 

c) Which loan would you recommend Bruce choose? Explain your answer. 
 
 
 
 
 
 
 
 
 


