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	Resource
	Description

	Student Resource 7.1
	Class Activity: Who Knows About…

	Student Resource 7.2
	Group Activity: Alternative Types of Financial Services Companies

	Student Resource 7.3
	Reading: Alternative Types of Financial Services Companies

	Student Resource 7.4
	Role-Play Guide: Alternative Types of Financial Services Companies

	Student Resource 7.5
	Self-Evaluation and Peer Response: Role Play 



Student Resource 7.1
Class Activity: Who Knows About...
Student Name:_______________________________________________________ Date:___________
Directions: Try to find as many of your classmates as possible to put their initials in each box describing a situation they have experienced within the short time frame. For example, if you have ever visited a check-cashing business, you should initial that box. You should not write your initials in more than two boxes on any one resource. The goal is to get as many boxes completed as possible.
	I know someone who has pawned an item at a pawnshop.
	I have used or know someone who has used a check-cashing service.
	A friend or relative I know has used the services of an auto title lender.

	I know someone who has used the services of a payday lender.
	I have or know someone who has used an online lender 
	I have borrowed money from a friend or relative and have had to pay them back more money than I borrowed.

	I have loaned money to a friend or relative and have charged interest for borrowing my money.
	I have received a money order.
	I know what an auto title lender is.

	I can tell you where a check-cashing business is located.
	I have used a prepaid calling card before.
	I have purchased or know someone who has purchased an item from a rent-to-own store.

	I know what a payday lender is.
	I have purchased or know someone who has purchased a money order.
	I have heard of the company Prosper.com or Lendingclub.com

	I can tell you where you can purchase money orders.
	I can name two items that you can purchase at a rent-to-own store.
	I have purchased things using a prepaid card.


Student Resource 7.2
Group Activity: Alternative Types of Financial Services Companies
Student Name:_______________________________________________________ Date:___________	
Directions: Match the alternative type of financial services company with the product or service that is offered by that business.
____ Person-to-person lending
____ Check-cashing outlet
____ Payday lender
____ Money-order company
____ Prepaid card
____ Pawnshop
____ Rent-to-own shop
____ Auto title lender

A. The name given to a certain type of lending and borrowing that occurs directly between individuals without the participation of a traditional financial institution.
B. A short-term loan that is offered by a lender and is secured by a borrower’s vehicle.
C. A company that cashes checks, including payroll, personal, and government checks, for a fee.
D. A company that offers small cash advances that are intended to cover a borrower’s expenses until the next payday.
E. An outlet that provides customers with relatively small, short-term loans based on some type of collateral.
F. A type of business that provides consumer goods through installment payments.
G. Somewhat similar to a debit card in that in order to make purchases there needs to be enough money in the account that is attached to the card.
H. Offers a product similar to a check; however, the customer must prepay the funds in the amount shown on the document.


Student Resource 7.3
Reading: Alternative Types of Financial Services Companies
Would you take a loan with 800% interest? Pay $20 to cash a $200 check? Does it surprise you to learn that many people do both of these things regularly? Although traditionally, most people use banks, credit unions, and other financial institutions to meet their financial needs, many others turn to the fast-growing alternative financial services industry. Even though the rates are often much higher than those charged at the local bank or credit union, many people rely on these alternative institutions for their basic financial needs because they offer immediacy, flexibility, or extra security. These institutions can be divided into two major categories: lending institutions and alternative ways to pay.
Let’s take a look a few of the alternative options that are available:
LOANS
Getting a loan from a bank can be a very tricky and time-consuming process. There are four major types of loans that can people can get without much extra work:
Person-to-person lending: Marketplaces of individual investors and borrowers like Prosper.com or Lendingclub.com have sprung up online, offering the possibility of a loan without a traditional financial institution. Individuals can buy into loans and/or request to borrow money. People who want to borrow money create a post listing for up to $25,000 and set a maximum interest rate that they’re willing to pay. Lenders deposit whatever amount they’re willing to lend. If someone is paying 16% interest and another person is earning 5% interest, it can benefit both parties with a middle ground of 9%.
Payday lender: Have you ever heard someone say they live “paycheck to paycheck”? For some people, even that is not enough. An unexpected expense can leave them without money for bills or even food before their next payday. Payday lenders or paycheck advance companies offer small cash advances that are intended to cover a borrower’s expenses until the next payday. Usually the loans are between $100 and $300 and are based on a two-week term. At the end of the two weeks, the borrower is expected to return to the store to repay the loan—plus interest—in person. What’s the cost of this instant money? Staggering interest rates between 300% and 800% based on how long it takes you to repay and how many times you extend or roll over your loan. It is common for people to get stuck in a payday loan cycle, taking out new payday loans to cover the costs of the old ones.
Pawnshops: Do you have a lot of nice things but no cash? Head to a pawnshop. Pawnshops provide customers with relatively small, short-term loans based on some type of collateral. Let’s say you have an antique clock worth $200. The pawnshop will extend you a loan of $100 (50% of the clock’s resale value). In exchange, they hold onto the clock as collateral for the loan. If you repay the loan within the amount of time set by the pawnshop, you can get your clock back. If not, the pawnshop keeps the clock and can sell it to someone else (at full resale price). Pawnshops deal mostly in midrange items; the average loan is around $75, making the average collateral about $150. 
Auto title lender: What if the only collateral you have is too big to fit inside a pawnshop, like a car? An auto title lender can help you out. Auto lender companies offer small loans secured by a borrower’s vehicle. Like payday loans, there’s a catch:  these loans usually have enormous interest rates. The borrower generally keeps possession of the car during the term of the loan but leaves the title with the lender as security for repayment of the loan. If the borrower is unable to repay the loan at maturity, the lender will often renew the loan while adding more charges. If the borrower is unable to keep up with this, the lender may repossess the car.


ALTERNATIVE WAYS TO PAY
Sometimes not having the money isn’t the issue. While purchases are generally made with cash, or using checks or credit cards issued by banks and credit unions, sometimes people are looking for a little extra security.  These alternative institutions offer ways to pay that cost a little more but give you extra protection or flexibility:
Check-cashing outlets: What do you do if someone writes you a check, but you don’t have a bank account? How do you get your money? Check-cashing companies cash checks, including payroll, personal, and government checks. While this can be convenient, it—of course—comes at a price. Check-cashing outlets will cash a check for about 10% ($10.00 per $100.00) of the check for a minimum charge of $5.00.
Money-order companies: What do you do if you need to write a check but you don’t have a bank account? You use a money order. To get one, you go to a money-order company at the bank, post office or even the grocery store and convenience store. There, you give cash totaling the amount you need. Then the company issues you a money order in exchange.  Because it is backed by real money that has already been paid, a money order is a more trusted form of payment than a personal check. 
Prepaid cards: Do you have your own credit card? Do you want one? Maybe you’ve heard that credit cards can be dangerous, but you don’t have a bank account to which you can tie a debit card. Enter the prepaid card. Prepaid cards are neither credit cards nor debit cards, though they most closely represent the latter. Rather than being connected to a bank account, they are connected to a prepaid account from which money is drawn each time the card is used. Young adults without credit and individuals who have damaged their credit and are unable to qualify for regular credit cards often use prepaid cards. Banks as well as nontraditional financial services companies sell prepaid cards.
Rent-to-own shops: Imagine you are furnishing your first apartment. You find a great couch you love, but it is just outside of what you can afford to pay right now.  Rather than take a loan, you turn to a rent-to-own company. These companies allow consumers to buy goods through installment payments. As long as you are paying the installments, you are just renting that couch (and so it can be taken back if you fail to pay). Once it is paid in full, it belongs to you. Since rent-to-own stores often do not require payment up front, they are popular; however, look out! Because of the typical length of the rental agreement the goods are more expensive than buying the same item outright.
Student Resource 7.4
Role-Play Guide: Alternative Types of Financial Services Companies
Student Names:_______________________________________________________ Date:___________
Directions: You will be performing a short role play based on your research of an alternative type of financial services company. Use the following guide to organize the information that you find. Remember, the more thorough and complete your research is, the more successful your role play will be. Carefully read through the entire resource before beginning your research. 
Which alternative financial services provider will you be researching? ____________________________ 
	What is the main service that it provides?






	Does it provide any other services? If so, what are they?






	What types of fees or rates apply per transaction?






	What types of factors should you consider before using this type of service?  






	List some of the positive and negative characteristics of the business.






	List three other facts about the financial services company that you are researching.









As you plan your role play, remember that every member of your group must participate and have a speaking part. Group members must speak clearly, with adequate volume, and behave in a mature and appropriate manner while presenting.  
Make sure your role play meets or exceeds the following assessment criteria:
Correct knowledge of your specific financial services company is evident.
Evidence of new research is accurately presented. (This means that the role play must demonstrate some new learned information and may not be just a reflection of what was learned in class.)
The role play accurately and appropriately reflects your given scenario.
The role play is between three and five minutes in length.
Student Resource 7.5
Self-Evaluation and Peer Response: Role Play
Student Name:_______________________________________________________ Date:___________
Self-Evaluation:
As a result of the role play, I learned the following:
	About the subject matter:




	About working in a group:




	About presenting to an audience:





Peer Response:
Write down one thing that you have learned about each type of company from the role-play presentations.
	Person-to-person lending:


	Check-cashing outlets:


	Payday lenders:


	Money-order companies:


	Prepaid cards:


	Pawnshops:


	Rent-to-own shops:


	Auto title lenders:




Copyright © All Rights Reserved	1	NAF 2021

Copyright © All Rights Reserved	1	NAF 2021

