Develop your personal finance
skills with this fun and interactive
course and game.
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Message from Visa
Visa’s guiding principle is to provide economic empowerment to
citizens and to stand with government, civil society, business and
consumers as an ally in money management and economic growth.
Recognising that the payments industry has an important role to play
in educating consumers, Visa has made a commitment to promote
financial literacy worldwide. We provide free, relevant, accessible and
innovative financial education to individuals as well as communities.
We strive to facilitate access to the financial services for the unbanked.
The material in this book complements the innovative Financial
Football game, which tests learners’ knowledge of the information
in a fun, interactive way. The intention is that the game will provide
the added motivation to study the content. Ultimately, it provides the
foundation to manage one’s money in a responsible manner.
In our quest to bring financial literacy to as many people as possible,
we invite any interested parties to work with us to further distribute
this information. The content is free to anyone.
To those who will be studying the content: Congratulations! You are
taking the right steps to enable yourself to participate in growing the
economy and to strive for a better future.
Here’s to working together to financially empower people.

Mandy Lamb
Country Manager
South Africa
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Financial Football is a fun way to learn about money and managing your
personal and household finances successfully while playing football (soccer).

The game can be played on three levels: Qualifiers, Group Matches and Play-offs – the same
as in the FIFA World Cup™.
Each level of the game covers four topics, called Modules. Before you play the game, discuss
and complete, with the help of your teacher, each of the four Modules so that you have all the
knowledge and skills needed to score many goals.

Module 1 Money Matters 		
Module 3 Managing Money		

Module 2 Saving Money
Module 4 Borrowing Money

Each level introduces basic terms and concepts, and discusses the benefits, risks
and costs involved in managing your personal finances.
The material has been written for both learners and teachers.

Notes and instructions that are especially
for the TEACHER are in a grey block.

WORDS that might be
difficult to understand are
explained in gold brackets.

At the bottom of some of the pages, you will find the websites that we have used. You can use
these websites to get more information.

Have fun and enjoy the game as you learn to manage your finances.

									

Laduma!
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The modules are aligned with plain
language best practice and have been
tested with a member of the target
audience with average literacy skills
and minimal financial experience.

MODULE ONE
QUALIFIERS

Money
Matters

Overview

In this lesson learners will discover
what money is, where it comes from
and how to earn money.
Time Allocation
Two lessons of 45 minutes each

Learning Areas
Economic and Business Sciences, Mathematics and Life Skills

Learning Outcomes
At the end of this section, learners should be able to:
•
•
•
•
•
•

Understand and describe what money is;
Understand the value of money;
Understand where money comes from and how it is used;
Understand the concept of international currencies;
Identify different sources of income; and
Link the importance of studying and improving skills to the
ability to earn an income.

Materials
The following websites can be searched for financial terms:
•
•

Personal finance: http://www.persfin.co.za
The South African Savings Institute:
				
http://www.savingsinstitute.co.za

Readers can find references to additional websites in a footnote at the end of some pages.
Answers to exercises appear on the last pages of this section.

Qualifiers
Why do we have money?
There is no better feeling than scoring a goal in a soccer
match. The crowd goes wild, the players jump in the air,
scream and “high-five” each other. However, scoring a goal
isn’t always as easy as it looks. The most successful players
on the field are often the most disciplined ones, those who
train the hardest.
The financial playing field is no different. You must work hard, know
what your skills are and know how to use them in the best way, so that
you can earn money and let it grow. In the end, money can be a tool to
help you follow your dreams.
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Activity 11
1

Think of the things you own. Which one is your favourite
thing? It could be a book, a soccer ball, an item of clothing
or a cellphone.

2

For how much money do you think you could sell it?
(Write it down.)

3

Now instead of money, think of something for which you
would exchange it. Think of anything someone could give
you, or do for you, in exchange for your favourite thing. For
example, would you exchange your favourite thing for your
favourite food? Would you exchange it for a new soccer
ball or for a cellphone you’ve always wanted? If someone
offers to do all your tasks at home, would you give your
favourite thing in exchange?

4

Think carefully about what you would accept in exchange
for your favourite thing, and what you would not accept.

1

For The Teacher
Discuss
Start your discussion by asking
learners why they think we have
money, and what they think
we would do if we did not have
money. Write their answers on
the board.

Council for Economic Education. What’s it worth worksheet. http://www.econedlink.org/lessons/docs_lessons/750_750_WhatÃ-s%20It%20Worth(new)11.pdf

Now write down five things someone could give to you, or do for you,
in exchange for your favourite thing. Also, write down five things that you
would not accept in exchange for your favourite thing. As you write these
down, think about why you would or would not accept them.

What you would accept

What you would not accept

1

1

2

2

3

3

4

4

5

5

For The Teacher
Discuss
Ask some of the learners to
share with the class what they
wrote. Ask the learners to
explain why they were willing to
accept some items in exchange
for their favourite thing, but not
other items.

The Story of Money
If you want my T-shirt in exchange for your shoes, and
I agree, we could trade. In early societies, it was common
for people to trade cattle for clay pots, or shells, or salt,
for instance.
The difficulty of a simple trade-off is that we must both want to make the exchange and we must agree that
my T-shirt is of the same value as your shoes. If you want my T-shirt and I want your brother’s soccer ball,
simple trade is no longer possible and we will have to make another plan.
We need what we call a “medium of exchange” or a go-between. Money is such a medium of exchange. You
give me money for my T-shirt. I keep my shoes and use the money to buy your brother’s soccer ball. Perfect!
Money wasn’t always metal coins and paper bills, as it is today. Throughout history, different things, such
as salt, gold, silver or beads were used as money or currency. Just as you use a R20 note to pay for a T-shirt,
people would use cowry shells to pay for, or trade, a piece of cloth, cattle or anything that they wanted
to exchange.2

For The Teacher
Further Reading and Activities
The websites in the footnote gives interesting information on the
story of money. If you have access to the internet, let your learners
explore this topic further. Bring different South African coins and
paper bank notes to class. Let the learners examine them and
discuss why the bank notes are called the “big five series”.

What does
it mean?
Currency is another
word for money.
Money usually refers
to coins and paper
bills, while currency
includes any medium
of exchange.

Discuss with your learners the back of each type of bank note,
which depicts a theme from the South African economy: agriculture
(R10), mining (R20), manufacturing (R50), tourism (R100) and
transport and communications (R200).

2

http://en.wikipedia.org/wiki/African_currency; http://library.thinkquest.org/28718/history.html
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The South African Reserve Bank is the only supplier of coins and banknotes in the Republic of South Africa.
Coins and banknotes are produced at the South African Mint.
Coins and banknotes have special features that make it difficult for criminals to print false banknotes. We
call false banknotes counterfeit money. The special security features help the public to see the difference
between genuine and counterfeit coins and banknotes3. For example, banknotes are printed on special paper
with a watermark, and each banknote has a unique serial number.

Activity 2
Examine banknotes carefully and see if you
can write down the security features that will
help you to distinguish between a genuine
and a counterfeit note.

Special coins and banknotes
The Reserve Bank issues special coins or banknotes from time to time to celebrate a special
occasion. Because a limited number of these coins are issued, they are rare and people
want to collect them. Over time, one can exchange these coins or banknotes for much more
money than the amount printed on them.
In 2000, the Reserve Bank issued R5 coins with the face of Nelson Mandela to celebrate Madiba’s birthday. In
2009, the highest quality of these coins sold for R200 000!4 South Africa has a special gold coin that has high
value all over the world as a collector’s item. It is called the Kruger Rand.

Foreign currency
Each country has its own currency or money. Sometimes a country also accepts the currency of its neighbour,
or another widely used currency, such as the United States (US) Dollar. The currency of Lesotho is Loti, but
they also accept the South African Rand there.

Activity 3
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Let’s see if you know what currency is used in these countries:
1

The currency of Swaziland is__________________________________________________________

2

The currency of Botswana is __________________________________________________________

3

The currency of the United States is ___________________________________________________

4	The currency of the countries belonging to the European Union is the_____________________
5

The currency of Britain is _____________________________________________________________

If any of you have coins from these countries at home, bring them to class to compare.
You can find the answers to these questions at the end of the Module.

3
4

http://www.reservebank.co.za/internet/Publication.nsf/LADV/9B1F4312E87A203A42256E9E0037C2C7/$File/Security+Features.pdf
http://www.sacoin.co.za/coin_topic10.html

The value of money 5
The value of money is measured by what you
can buy or exchange. For example, in South
Africa in 2010, you could buy brown bread for
about R8, a packet of sugar for about R16,
and 5 kg of mealiemeal for about R27.
Five years ago, you could buy brown bread for R3.
In 10 years’ time, you might need R30 to buy bread!
This is because the exchange value of money is not
stable and tends to become lower over time.
Ask your parents or grandparents what things like
bread and milk used to cost when they were young and
what the same things cost today.
Not all currencies have the same value. In February
2010, you could exchange one US Dollar for about R7.
You could exchange one British Pound for about R12.

What does
it mean?
The exchange
rate (also known
as the foreign
exchange rate)
between two
currencies shows
how much the one
currency is worth
in terms of the
other one.

The exchange rate of currencies changes from day to day. Factors
such as political unrest, war, economic problems, and crime can have
a negative effect on the value of a currency.

Activity 4
Work it out and discuss in small groups:
1	If the exchange rate for the Rand (R) against the United States Dollar (US$) is seven,
what does it mean?
2	If you buy a cold drink for two US Dollar ($) in America, how much will it cost you in Rand?
3	If the exchange rate for the Rand against the European currency, the Euro (€), was 10 at the
time of the FIFA World Cup™, would it have been cheap or expensive for Germans or Italians to
come to South Africa?

5

Time value of money. http://www.scribd.com/doc/1014485/Time-Value-of-Money
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Money can’t buy everything
While money can buy you material things, it can’t buy you the most important things in life, such as love,
friendship and family.

Activity 5
Can you think of a few other IMPORTANT things that money cannot buy? Write them down.
1
2
3

Sources of income
Money is not always that easy to come by – it doesn’t grow on trees!
There are only a few ways to get or generate an income. Income is
“money that comes in”. Money that “goes out” is called expenses.
If you want to be independent and take
care of yourself, you can:
3
3

Get a job and earn a salary; or
Start a business and sell something.

In addition, you can earn interest on savings (we will explain this in
Module 2, Qualifiers) or you can get dividends from shares (this will be
explained in Module 2, Play-offs).
Children usually depend on their parents for the money they need.
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A few lucky people inherit money from a rich relative or win the lottery,
but most people have to work hard for their income.
There are also illegal (against the law) ways to get money, such as
stealing, fraud or forging money. You commit fraud when you trick a
person or an organisation out of their money. When you trick someone
into giving you money for a project that does not exist, you also commit
fraud. For these criminal offenses , a person could go to prison.

Risks
Now that you know there are different ways to earn an income, you need to realise that there are also risks
involved when you have money.
If you have money, there is always the chance that you may lose it. If, for example, you leave your money
at home, under the mattress, there are mainly two risks involved:
3	There could be an unexpected fire and your house burns

down. Your money would then be dust and ashes.

3	Another risk is theft. Someone might know where you

keep your money and take it.

Activity 6
Discuss in groups some of the things that you think are risks
involved with money. How could you lose your money?

For The Teacher
Discuss
Ask some of the learners
to write the risks they have
discussed on the black board.
Let them debate this and add to
the list.

What do you use money for?
We use money to buy the things we need and to provide and care for our families.
Examples are:
3
We use money to pay our taxi fares.
3
We use money to pay our school fees.
3
When someone in the family is sick, we use money to buy medicine.
3
When someone in the family dies, we use money to pay for the funeral.
3	Money pays the rent.
3	Money helps to put food on the table. You could also grow your own food.
3
We use money to pay for weddings and birthday parties.

For The Teacher

Activity 7
1	Make a list on a piece of paper of the things that you
buy with the money you have.
2	Make a wish list: Write down on a piece of paper all
the things you wish you could buy.

Discuss
Ask some of the learners to
share their answers with the
rest of the class. Let them talk
about how they can get the
things they wish for.
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Making the most of your money
In the sections that follow, we will discuss how to make your
money work the best for you, so that you can get the most
out of your money.
However, before you can make the most of your money,
you first need to make the most of yourself.
It is important to realise that each one of us has special talents and
skills that nobody else has. It could be that you are great at maths, you
are very good at making things with your hands, or you are very good
in sport. It could be that you are good at seeing what other people want
or need. These skills will eventually help you to generate an income.
For example, Sifiso knew that the older men in the community liked
clean, polished shoes, so he started his own shoe shining business. He
polished the men’s shoes for them and charged them a small amount
to do it.
Always try to improve your skills. It is important to become the best that
you can be! You can do this by studying as much as you can about your
skill, getting trained so that you can become even better at what you
do, or explore other talents.
The better you are at what you do, the more you have to offer and the
higher the income that you could earn.

Activity 8
Fill in three skills that you have:
1
2
3

Module 1 Money Matters Qualifiers

Fill in three skills that you would like to learn:
1
2
3

Questions
Quiz
1

If the exchange rate for the Rand against the Dollar is eight, how much will a 12 US Dollar ($)
cellphone cost you in Rand?

2

3

a

R96

b

R84

c

R108

d

R144

You leave your money under your mattress. What are the risks involved?
a

Someone can steal it

b

Your money can grow and become more

c

Your house can burn down with your money inside

d

Both a and c

Which of the following are sources of income?
a

A salary

b

The rent that your tenant pays

c

Profits from the sales of your business

d

All of the above

Let’s see how smart you are
Scenario
Bruce wanted to have a birthday party, but he didn’t have enough money to pay for the birthday cake.
He decided to earn some money to be able to pay for the cake. Bruce likes dogs, so he decided to earn
money by taking other people’s dogs for walks. He charged R10 for each time he walked a dog. When he
had walked five dogs, he had enough money to buy a cake.
List five (5) other ways in which Bruce could have made enough money for the cake.

Work it out
How much can each of these friends make by using their special skills?
1	Sifiso charges R5 to polish a pair of shoes. How many pairs of shoes must he
		

polish if he wants to make R60?

2	Cindy sells bracelets at school that she makes from beads, for R3 a bracelet.
		

If Lindiwe has R15, how many bracelets can she buy?

3	Mandla washes cars over the weekend. He charges R10 to clean both the inside and the outside of
a car. How many cars will he have to wash over a weekend if he wants to earn R100 per weekend?

13

1

a

2

d

3

d

Let’s see how
smart you are

1

a
b
c
d

2

b A crime
c a and b

the weekend
3

Go to the shop for his mother

4

Clean out his neighbour’s garage

5

Help Sifiso to clean shoes for a share

d Suicide
CORRECT ANSWER c

Wash his dad’s car

3

b Money you lose
c Your brother’s money
d All of the above

Work it out

3

Ten cars

4

_________ is the only supplier of coins
and banknotes in South Africa.
a The Johannesburg Stock Exchange
b South African Revenue Service
c FNB
d The South African Reserve Bank

5

Before you can make the most out of
your money, you first need to make the
most out of ________.
a Everything
b Nothing
c Your friends
d Yourself
CORRECT ANSWER d

Five bracelets

CORRECT ANSWER d

2

CORRECT ANSWER a

Twelve pairs of shoes

Income is:
a Money you “bring in”

of the money

1

You commit ____ when you trick a person
a Fraud

Help his uncle in his shop over

2

The South African Mint
The Johannesburg Stock Exchange
The South African Revenue Services
All of the above

or an organisation out of their money.

Scenario
1

Coins and banknotes are produced at:

6

Which of these have people used as
money in the past?
a Cowry shells
b Coins
c Gold
d All of the above
CORRECT ANSWER d

Quiz

QUALIFIERS Q&A

CORRECT ANSWER a

Answers

Which special South African gold coin

13

You can buy everything with money.

has high value all over the world as a

a True

collector’s item?

b False

a The Kruger Rand

CORRECT ANSWER b

b The Mandela Rand

14

c The Freedom Rand

you can exchange it for.

d The South African Rand

a True

CORRECT ANSWER a

b False

You are a very hard working person and

CORRECT ANSWER a

8

We measure the value of money by what

like to cook. How can you improve that
skill so that it could earn you money?

15

Genuine banknotes are also called

a Cooking is not a skill you can earn money from

“counterfeit money”.

b Practise your baking skills at home and

a True

sell cookies at school

b False

c Save money and study for a diploma to
d Both b and c

CORRECT ANSWER b

become a chef at a good restaurant

16

increase from year to year.

CORRECT ANSWER d

9

Inflation is a measure of how prices
a True

Money is a medium of ________ because

b False

you can trade it for something you want.
a Account

CORRECT ANSWER a

b Exchange

17

c Value

or banknotes from time to time.

d Both a and b

a To get rid of extra metal or paper

CORRECT ANSWER b

10

The Reserve Bank issues special coins

b To celebrate a special occasion

If the exchange rate for the Rand

c To sell

against the Euro is 10, a 10 Euro

d All of the above

cellphone will cost you R1 000.

CORRECT ANSWER b

a True

11

18

__________ is the currency of Botswana.
a Loti

CORRECT ANSWER b

b False

I do not have any skills that I can use

b Dollar

to earn money.

c Rand
d Pula

a True

CORRECT ANSWER d

b False

19
CORRECT ANSWER b

currencies shows how much the one

The current South African banknotes

currency is worth in terms of the other.

are called “the big five series”.

a Inflation

a True

b Exchange rate

b False

c Difference
CORRECT ANSWER a

12

The _____________ between two

d Present value

CORRECT ANSWER b

7

15
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How do you know if a banknote is real or

26

The following are sources of income:

counterfeit?

a Earning a salary

a Each note has a unique serial number

b Owning a successful business

b Each note has a watermark

c Getting interest on your savings

c Banknotes are printed on special paper

d All of the above

d All of the above
CORRECT ANSWER d

CORRECT ANSWER d

If the exchange rate for the Rand against

27

What disaster can make you lose

the American dollar is 7, you will get

your money?

________ Dollars for R14.

a Fire

a 1

b Theft

b 7

c Floods

c 14

d All of the above
CORRECT ANSWER d

21

d 2
CORRECT ANSWER d

22

28

How can you protect your money

What do you call the products that

from disasters?

you sell?

a Disasters will never harm your money

a Gifts

b Keep your tin of money in a locked
cupboard

b Goods
c Services

c Keep your money in the bank

d Both b and c

d Always carry your money with you
CORRECT ANSWER b

What are illegal or unwise ways to try

CORRECT ANSWER c

23

29

We use money to:

to get an income?

a Pay our school fees

a Steal

b Care for our families

b Gamble

c Both a and b

c Borrow without paying back

d Buy friends

d All of the above
CORRECT ANSWER d

Money can be used to pay for things
such as:
a Friendship
b Trust
c Love
d None of the above
CORRECT ANSWER d

When you wash cars to earn extra pocket
money, you deliver a _________.
a Service
b Goods
c Gifts
d Both a and b

CORRECT ANSWER a

25

CORRECT ANSWER c

24

MODULE ONE
GROUP MATCHES

Money
Matters

Overview

In this lesson learners will explore having your
own business as a source of income.
Time Allocation
Four lessons of 45 minutes each

Learning Areas
Economic and Business Sciences, Mathematics and Life Skills

Learning Outcomes
At the end of this section, the learners should be able to:
•
•
•

Understand what a business is and how it works;
Define an entrepreneur and entrepreneurship; and
Understand how they can earn money through a business of
their own.

Materials
The following websites can be searched for financial terms:
•
•
•

Personal finance: http://www.persfin.co.za
The South African Savings Institute: 				
http://www.savingsinstitute.co.za
http://www.sars.gov.za

Readers can find references to additional websites in a footnote at the end of some pages.
Answers to exercises appear on the last pages of this section.

Group
Matches
In the Qualifier section of this module you learnt that there are different ways
to earn an income. Can you still remember what they are?
In this section we will focus on how to run a business.
A business can be a big company that makes televisions or computers. A business can also be small,
such as the tuck shop at your school or the fruit and vegetable stall next to the road.

For The Teacher
Discuss
Ask the learners if they know anybody in their family who has a business. Perhaps they are
running a business themselves. Let them tell the stories of the business they know:
3
What does the business sell?
3
How did it start?
3
Who does it sell to?
3
How does the business make money?
3	What does the owner do with the money that the business makes?
3
What are the risks of running a business?

Module 1 Money Matters Group Matches

Become an entrepreneur
One way to earn money is to become an entrepreneur or business owner. Entrepreneurs are
people who recognise opportunities to start new businesses. In short, an entrepreneur is a
businessperson who1:
3
3
3
3
3

Sees an opportunity to make money;
Develops a business plan;
Finds or saves the money to start a business;
Manages the business; and
Makes a profit.

The Group Matches section will take you step-by-step through the process of starting a business.

1
EconEdlink. I can be an Entrepreneur.
http://www.econedlink.org/lessons/index.php?lesson=476&page=teacher

Seeing an opportunity
Keep your eyes and ears open and you will be surprised to
see how many opportunities for earning money will pop up
at home, at school and in your community.
In order to run a business, you have to offer a product that people
will want to buy. These products could be goods, such as bracelets
or vegetables. It could also be a service, something you do for people,
such as washing their cars, or walking their dogs. The people who will
buy your product are your customers (if you offer goods) or your
clients (if you offer a service).

Activity 1
Y our school has decided to call the last Friday in May “Entrepreneurs’ Day”. On this day,
learners can bring their own small business to school and sell their products.
1

Talk about possible ideas.

2

Write down your ideas based on the skills you have.
3
3
3
3
3
3

Is there something that I can make and sell?
Is there something that I can do and sell?
Is there something that I can buy and then sell at a higher price?
What do my school friends like?
What will they be willing to pay money for?
How much money will they have to spend?

For The Teacher
In Activity 1, ask learners to write down a few ideas to earn money at the “Entrepreneurs’ Day”.
They must also write down how they would plan for this “business”. Before learners start with the
exercise, you can brainstorm some ideas with the whole class. Below are a few ideas that you could
use as a starting point:
3
3
3
3
3
3
3
3
3
3
3

Soccer: Hit a goal and win a prize.
Cricket: Hit the wickets with a cricket ball and win a prize.
Golf: Putt the ball into the hole and win a prize.
Games: Guess how many beans there are in a jar. If you are correct, you win a prize.
Funny faces: Sell your services as a make-up artist.
Show: Give a dance, music or magician show.
Buy concentrated cold drink, dilute it and sell it in paper cups.
Make sweets, cut them into pieces and sell them in small packets.
Sell hamburgers.
Crafts: Make earrings, necklaces, pins or bracelets.
A quad bike track: Pay to ride around the track five times.
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Develop a basic business plan2
Once you have a business idea, you need to plan your business.
What does it mean?
A business plan is a description of how you plan to run your business.
It describes:
3	The goods or services that you plan to sell and their special features;
3	The people whom you plan to sell these goods or services to;
3	The needs or interests your goods or services will address;
3 The costs to start the business – start-up costs;
3	The cost to produce the goods or service and operate the business operating costs;
3	The price at which you plan to sell your goods or services;
3 An estimate of the quantity that you plan to sell; and
3 An estimate of the profit that you will make.

Activity 2
What the business is about - what it will sell
Ask yourself the following questions about your idea:
1	Can I expect competition? Do other people offer the same products or services?
2	How will my product be better than other similar products or services?
3

How can I make them better without many extra costs?

Activity 3
Organisation

Module 1 Money Matters Group Matches

Ask yourself the following questions about your idea:
1

Will you need to pay other people to help you to make, sell or advertise the products?

2

Will you have a partner or do it on your own?

3

Do you need any permission or a license?

Example of permission required: If you will be using the sports field and the school’s sports
equipment, you will have to ask permission from the headmaster or the sports teacher.

2

http://www.yaef.org/index.cfm?fuseAction=moneyMattersResourceCenter.EntrepreneurQuiz

Activity 4
Market research
Ask yourself the following questions about your idea:
1

Who is the most likely to buy my product? (Who is my target market?)
The younger grades or the older grades?
Only girls or only boys?

3
3

2

Will my customers only buy my product once, or will they come back for more?

3

How many learners are there in our school?

4

How many of those learners will be my target market?

5

How many “sales” can I hope to make?

Marketing Plan
Marketing comprises four Ps:3

Product

What is the name of the product and what is the product?

Price 		
			

An amount people would be willing to pay for the product and which would
cover the costs. (We will talk about price in more detail later in this module.)

Place

This is where you would sell your product so that your target market can see it.

Promotion How do you get the word out about your product? Do you have a catchy
			
phrase (slogan) or logo? Where and how would you advertise?

Activity 5
Do the following for your idea:
1	Decide on a name for your product, game or
activity.

For The Teacher

2	Design a poster to advertise your product, game or
activity.

Creative Activity
The learners will need a
large sheet of paper, paint or
coloured pens for their posters.

3	Decide where the best place will be to put up your
stand or your game.

3

http://www.yaef.org
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Capital
To start up a business you need money, also called capital. A business always has costs, also called
expenses. There is a difference between start-up costs and operating costs.

Start-up costs
If you want to sell sweets, you need a pot, a stove, a wooden spoon
and a baking tray. If you do not have this equipment, you could borrow
your mother’s or you will need to buy or rent equipment. The cost to
get these things will be your start-up costs.

For The Teacher
Discuss
Let the learners discuss the
benefits and risks of borrowing
start-up equipment from
parents, a friend or a relative.
Also, put the question to
them to debate: If you want to
start a business that copies
documents for people in your
community, should you buy or
rent a copying machine?

Where will you get the start-up capital? From family, friends, the bank?
It can be expensive to start a business. Start-up costs can be high.
For example, if you want to open a printing business, you will need
to buy or rent a printing machine. Often, an entrepreneur does not
have sufficient capital to cover the start-up costs. In such a case, the
entrepreneur will have to apply for financing at a bank or another
organisation. A detailed business plan is essential before a bank will
consider financing the start-up costs of a business.
If you buy equipment to start up a business, that equipment becomes
an asset of your business. An asset is a possession that has value in
money. When one can evaluate and assess the possession in Rand
value, we say it has financial value.
Any money that you owe, for example any loan that you have taken
out to finance your business, is a liability4. Loans will be discussed in
Module 4.
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Activity 6
For your business idea
for the Entrepreneurs’
Day, work out the start-up
equipment that you will
need and what it will cost.
If you do not know what it
will cost to buy or rent this
equipment, find out from a
shop or ask your parents.

Start-up Costs

Item

Unit Cost

Number

Cost

What would each
item cost?

How many of
these items
would you need?

Unit cost x
number = Cost

R15

2

R30

Example
Wooden
Spoon

TOTAL

4

Money Instructor. Business and Accounting: What is an asset? http://www.moneyinstructor.com/doc/whatasset.asp

Operating Costs
It also costs money to operate a business. Operating costs include the following:
3	If you will be making or manufacturing a product, you will have manufacturing costs. For the sweets

project, for instance, you will need sugar, condensed milk, margarine and plastic bags. The cost will
depend on the quantity that you plan to make.
3	You will also be using water and electricity or gas. The cost of these will be difficult to work out, because
the municipal bill will only show the total quantity of water and electricity that your household has used
for the month.
3	If you ask your little sister and her friend to help you, you have to give them something. You could either
give them some sweets free of charge or pay them a small amount for their help. The money you pay
people to work for you will be your labour costs. Remember to pay yourself as well!
3	Other operating expenses are typically telephone calls, travel expenses, marketing expenses (for
example, poster paper, coloured pens and prestik), maintenance costs (cleaning and repairs) and
renting an office or a factory.

Activity 7
For the same business idea you have used in the previous activities, write up all possible
operating expenses you will have. Fill in the table below. You will not know the exact amount for
everything. Make as accurate a guess as you can.
Operating Costs

Item

Unit Cost

Number

Cost

R16 per 2 kg packet

4

R64

Example
Sugar

For The Teacher
Discuss
Give some of the learners
the opportunity to discuss
their operating costs.
Discuss the question
Which of the business ideas
will have the highest start-up
and operating costs? Which
of the business ideas will
have the lowest start-up
and operating costs?
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Price and profit
It is also very important to sell the product at the right
price. If the price is too high for what you offer, nobody
will want to buy your product. If the price is too low,
you will not make a profit.

What does it mean?
The income of your business before you deduct (subtract) all expenses is called your revenue.
The income from sales is called turnover.
Expenses are all the costs that you have had in producing and selling your product.
Profit is therefore the money you are left with after you have deducted all your expenses.

Profit formula: Profit = Revenue MINUS Expenses
If your expenses are higher than your income, you will not make a profit, but a loss.
You have done an estimate, also called a projection, of your revenue when you consider all
the factors and calculate how much money you will get from your sales. You might be wrong,
of course. Your actual revenue might be higher or lower than your projection.

Activity 8
 or your business idea, try to calculate how much revenue you will bring in by answering the
F
following questions:

Module 1 Money Matters Group Matches

1	What is a realistic price that other learners will pay for my product?
2	How many sales do I expect to make? Take into consideration the number of learners who
will want to buy your product and the number of products that they will buy. If it is a very
interesting game, they may want to try it several times.
Now use the profit formula (profit = revenue MINUS expenses) and the expenses that you have
calculated to work out if you will make a profit or a loss.

Cash Flow 5
Cash flow means the daily money available when income
and expenses are balanced against each other.
In business it is important that your cash flow is positive – in other
words, that you have cash available to run the business each day.
A negative cash flow is one of the biggest risks of a business.

For The Teacher
Discuss
Why is a negative cash flow such
a big risk to a business?

Keeping proper records
of expenses and income
It is very important for businesses to keep a record of income and expenses. Keeping
accurate business records is the basic element of financial management. Good financial
management is something that distinguishes smart businesses from less successful ones.
Some tips for doing this are:
3
Keep a record of all your expenses and revenue.
3	Draw up a budget, write it down and then stick to it. (See Module 3 for more information on how to
3

manage your money.)
Keep all records such as receipts, invoices, proof of payment, cash slips and bank statements.

Invoicing
Many households receive an invoice (also called a bill or an account) every month from
the municipality for water and electricity; from Telkom for their telephone service, or from
a shop where your mother has bought clothes.
An invoice is a letter that a business sends out to tell a client or customer to pay for the goods or services
that they have received.
By law, a tax invoice must state:
3
3
3
3
3
3
3
3
3
3

5

The business name, address and telephone number;
The VAT number if a business is registered for VAT. (See the section on VAT below);
The date;
The name and address of the client or customer;
The words “tax invoice” and a number that will identify this invoice (a unique number);
A description of the goods and services;
Quantities;
Prices per item;
The VAT amount if VAT is charged; and
The total amount.

www.seda.co.za/startup.pdf
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Below is an example of an invoice.

Lebogang’s One Stop CC
5 Church Street
Zeerust
3132
Telephone:
014 492 1539
VAT number: 1324356489
15 January 2010
Attention: Yolanda Nkosi
Box 504
Zeerust
3132

TAX INVOICE: Yolanda Nkosi A40578

Description

Quantity

Cost

Homemade rusks

10 kgs at R25 per kg

R250.00

VAT @ 14%

R35.00

Total (including VAT)

R285.00

BANKING DETAILS
Account name: Lebogang’s One Stop CC
Bank:		
ABSA Zeerust
Branch Code:
32456

Bookkeeping
Bookkeeping involves the recording of the income and
expenses of a business6.
It also includes invoicing, paying employees (people who work for you)
and suppliers (people who supply you with services or products) correctly
and on time.

Module 1 Money Matters Group Matches

In South Africa, most banks offer a service that can help you to manage
the finances of your business. This service is offered in the bank itself
(to a business customer) or online on the bank’s website.

Growing a business
The examples that we have used so far were of very
small, unregistered businesses.
If you are successful, you can expand your business. When you
expand your business, you have to balance revenue and expenses
carefully in order to also grow your profit.

6

www.seda.co.za/startup.pdf; http://en.wikipedia.org/wiki/Bookkeeping

Activity 9

Work it out
For your business idea,
add VAT to your prices.

Small quantities of goods usually cost more to produce, per item, than large quantities. For example, if you
make only 200 cookies, you need 2,5 kg flour. If you bake 2 000 cookies you need 25 kg flour. You can buy 25
kg flour wholesale at a cheaper price than you can buy 2,5 kg flour at the supermarket. The same applies to
the sugar and other ingredients you will need. Therefore, your cost per cookie will be lower. If your business
grows, you can invest in mixing and packing machines to assist you. The machines will help you to produce
even more cookies at a lower cost. This means that for each cookie your profit becomes larger. This is called
economy of scale.

Types of businesses
There are various types of businesses7.
The most common ones are:
3
3
3
3
3
3

a sole trader or sole proprietor
a partnership
a close corporation (usually CC in short)
a company (usually registered as Pty Ltd)
a cooperative
a non-profit organisation

For more details on each one of these, see the reference in footnote seven.
Some people choose to start a non-profit organisation like an NGO (non-governmental organisation), NPO (nonprofit organisation) or a Section 21 Company. This kind of organisation usually focuses on development projects
like establishing food gardens in communities, or supporting local artists by providing them with business skills.
The size of a business is determined by its revenue and the number of employees.
Large businesses can sell shares to the public and may have a listing on the stock exchange. (See Module 2
for details.)
Most businesses belong to private persons. These businesses earn a profit that will increase the wealth of its
owners and grow the business itself. The word “wealth” means your material possessions, such as a house,
car, furniture and money. Some businesses are partly or fully owned by the state, such as Johannesburg
Water, which is owned by the City of Johannesburg. Another example is ACSA , the Airports Company of
South Africa, in which the state has a 75% ownership.

Income tax8
Income tax is the government’s main source of income. Income tax is charged on taxable income, according
to law. Taxable income is a tax term that is used to describe the amount on which an individual or a business’s
income tax is calculated.
The South African Revenue Services (SARS) must, by law, determine and collect from each taxpayer the
correct amount of tax that is due to the Government.
For the tax year ending 31/03/2010, small businesses with a taxable income of less than R54 200, pay 0%
income tax. Businesses with a taxable income larger than R54 200, but not more than R300 000, pay 10%
income tax. Businesses with a taxable income larger than R300 000, pay 28% income tax.
SARS publishes a booklet, Small Business Guide, which explains all the tax rules for a small business. The
guide can be downloaded from www.sars.gov.za.

7
8

http://www.paralegaladvice.org.za/docs/chap14/02.html; SARS: Small Business Guide.pdf
SARS: Small business guide.pdf ; http://www.seda.org.za/content.asp?subID=426
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VAT
Another form of tax used in South Africa and many other countries, is Value Added Tax or
VAT9. We pay 14% VAT on all products that we buy. A few basic products like brown bread,
mealiemeal, rice and paraffin are VAT exempt, which means that you do not pay VAT on
these products.
From 1 March 2009, a business with revenue above R1 million must register with SARS as a VAT vendor.
When a business is registered for VAT, it must charge VAT on all the goods and services it sells. The difference
between the VAT you have charged and the VAT you have paid on purchases, must be paid over to SARS
every two months. For more details, see the footnote10.
Example 1:
Let us work out: If you pay R10 for a pen, VAT included, how much VAT did you pay?

14% of R10.00
=

14 x R10,00
100
1

=

0. 14 x R10.00

=

R1,40

If you want to sell a packet of sweets for R10 plus VAT, how much will your customer have to pay?

R10,00

+

=

R10,00

=

R11,40

(14% of R10,00)
+

R1,40

Activity 10

Module 1 Money Matters Group Matches

 or your business idea, design and write an invoice
F
for a client or a customer.

For The Teacher
Assess
Assess the learners’ price calculations and make sure they are all
comfortable with the method to calculate VAT.

9
10

http://taxes.suite101.com/article.cfm/what_is_vat_value_added_tax_explained
SARS: Small business guide.pdf

Questions
Quiz
1

What is an entrepreneur?

2

What is the difference between selling “goods” and “services”? Give an example of each.

3

What is a business plan?

4

What is the difference between “start-up costs” and “operating costs”?

5

How do you calculate profit?

6

What is an “estimate”?

7

What are the four Ps of a marketing plan?

8

What do we mean when we say “you have a negative cash flow”?

9

What are “accounts”?

10

What organisation collects income tax?

Let’s see how smart you are
Scenario 1
Thembi wants to make a big cake that she is going to sell to make some extra money. List the costs that she
has to take into account in order to bake a cake.

Scenario 2
Nomsa wants to start her own business. She has realised that the ladies in her community like beautiful,
beaded jewellery, but it’s very expensive and is only sold in places very far from where they stay. Nomsa can
make and sell the jewellery for much less. Her jewellery will be sold in her community, so it is within easy reach
of the ladies. What are the steps Nomsa must follow to start her business?

Work it out
1	You sell 12 bracelets for R5 each. You have spent R10 on thread and R30 on beads and other expenses.
Did you make a profit or a loss?
2	You spent R50 on dog shampoo, so that you can offer to bath peoples’ dogs for them. You have bathed
five dogs at R15 per dog. Did you make a profit or a loss?
3	You sell your second hand clothes that are too small for you at R10 an item. You spent R40 on washing
powder to make sure the clothes you sell are clean. You sold three items of clothing. Did you make a
profit or a loss?
4	You spent R35 on a cloth and soap to be able to wash cars. You offer to wash peoples’ cars for R5 per
car. You have washed 10 cars. Did you make a profit or a loss?
5	You spent R90 to make three chocolate cakes (all costs included). If you want to make R20 profit per
cake, for how much must you sell each cake?
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Answers
Quiz
1

A person who recognises opportunities to start new businesses and acts on it

2	If you sell goods, you sell products such as bracelets or vegetables. If you sell a service, you do
something for clients, such as washing their cars.
3

A description of how you plan to run your business

4

The costs to start a business and the costs to run the business day to day

5

Profit = Revenue MINUS Expenses

6

It is a guess that you have thought through well.

7

Product, price, place and promotion

8

You do not have cash available to run the business.

9

Records of money coming in and going out of your business

10

SARS

Let’s see how smart you are
Scenario 1
1

Ingredients

2

Time

3

Labour/Energy

4

Electricity

5

Water

Scenario 2
There has to be someone to pay for the goods or services Nomsa is offering. She offers to sell some sort of
goods (beaded jewellery) and customers (ladies in the community) buy it from her.
The first step is to find a good or service that others are willing to buy or pay for. The key to a successful
entrepreneurial experience is finding something you like to do that is safe and others are willing to buy – for
Nomsa’s business it was jewellery.
It is also crucial that Nomsa sets a price that will make a profit.
Now Nomsa needs to decide whether she will advertise the product or approach possible customers to tell
them about her product.

Nomsa developed a step-by-step strategy:
3	She decided that she would advertise her product by wearing it and she made a small flyer that she put
up on the notice board at school. The flyer states what she is selling, how much she is selling it for and
where she is selling it.
3	She also approached different customers, such as her friends, her mom’s friends and family about her
product and asked them to tell their friends about it.
3	She started to list all the costs she would need to cover, such as buying different beads and thread,
labour, time and all the costs of making the flyer.
3	Next, she thought about the price of her jewellery. The price must be high enough to cover her costs and
still make a reasonable profit. On the other hand, the price must not be so high that nobody wants to buy
the jewellery.

Work it out
Profit = Income (revenue) MINUS expenses
1

2

Income (revenue)		

= 12 x R5

= R60

Expenses			

= R10 + R30

= R40

Profit			

= R60 –R40

= R20

Income			

= 5 x R15

= R75

Expenses			= R50

3

Profit			

= R75 –R50

= R25

Income			

= 3 x R10

= R30

Expenses			= R40

4

Profit			

=R30 – R40

= -R10 (You made a loss of R10)

Income			

= 10 x R5

= R50

Expenses			= R35

5

Profit			

=R50 –R35

= R15

Expenses per cake

= R90 ÷ 3

= R30

Expenses + profit		

= R30 + R20

= R50

Therefore, you need to sell the cakes for R50 each if you want to make a profit of R20 on each cake.
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GROUP MATCHES Q&A
1

7

An invoice:

When your expenses are more than your

a Is also called a bill

revenue, you make:

b Tells clients or customers to pay for the

a A loan

goods or services they have received

b A profit

c Must describe the goods or services, the

c A loss
d All of the above

quantity and the price

CORRECT ANSWER c

d All of the above
CORRECT ANSWER d

2

8

VAT stands for:

The people who will buy your products

a Vendors and Traders

are called:

b Vehicle and Tyres

a Customers

c Value Added Tax

b Clients

d Vacancies and Tenders

c Entrepreneurs
CORRECT ANSWER a

3

CORRECT ANSWER c

d All of the above

You have received R100 from your

9

How can you reach people to let them
know about your goods and services?

grandmother for your birthday and you

a Approach people to tell them about your

want to use this money to start your own

business

business. This money is then called:

b Advertise your business with flyers,

a Profit

pamphlets or posters

b Start-up capital

c Both a and b

c Cost

d Don’t worry about advertising

d Expense

CORRECT ANSWER c

CORRECT ANSWER b

4

The people who will pay for your

10

a Goods such as food

services are called:

b Services that you perform to get money

a Customers

c Goods that are worth money

b Clients

d Both a and b

c Entrepreneurs
CORRECT ANSWER b

5

CORRECT ANSWER c

d All of the above

Assets are:

11

The four Ps of marketing are:

The turnover of a business is:

a People, Profit, Price and Place

a The same as profit

b Product, Price, Place and Promotion

b The total income of a business from sales

c Payslip, Partner, Profit and Principal

c Its start-up costs

d None of the above

d None of the above
CORRECT ANSWER b

Revenue minus expenses gives you:
a Profit

CORRECT ANSWER b

12

Keeping record of all expenses and
income of a business is not important.

b Gross salary

a True

c Turnover

b False

d Net salary

CORRECT ANSWER b

CORRECT ANSWER a

6

The income of your business before you

19

The income from sales is called turnover.

deduct all expenses is called profit.

a True

a True

b False

b False

CORRECT ANSWER a

20

a True

CORRECT ANSWER b

14

b False

A company must keep its financial
records for two years.
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a True

Wholesale is usually cheaper than retail.

CORRECT ANSWER a

13

A small quantity of goods usually
costs more per item than a large

b False

quantity of goods.
a True
CORRECT ANSWER b

15

The price of a packet of chips will

22

CORRECT ANSWER a

b False

Who are entrepreneurs?
a People who save money to ensure they

decrease over time.

can retire when they are old

a True

b People who earn money by working for

b False

someone else
c People who never have to work
d People who see opportunities to start new

CORRECT ANSWER b

16

businesses and act on them

A non-profit organisation is not
a type of business.

CORRECT ANSWER d

a True

23

b False

Assets may include:
a Your clothes
b Your car
c Your education

CORRECT ANSWER b

A close corporation is a type of business.
a True

CORRECT ANSWER d

17

d All of the above

24

b False

A business plan is a description of
how you plan to run your business.
a True
b False
CORRECT ANSWER a

CORRECT ANSWER a

25

Good financial management
distinguishes smart businesses
from less successful ones.

What are examples of businesses?
a A large company that manufactures cold
drinks
b A shop where you can buy clothes

a True

c A stall at the side of the road selling fresh

b False

fruit and vegetables
d All of the above

CORRECT ANSWER d

CORRECT ANSWER a

18
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An entrepreneur is a business person who:

32

a Sees an opportunity for making money

school for R1,50 per sandwich. It

b Develops a business plan

costs her R0,50 to make a sandwich.

c Finds or saves the money needed to start

What is her profit per day if she sells

a business

400 sandwiches?

d All of the above

a R100
b R150

CORRECT ANSWER d

What do you call the money that you

c R400

spend in order to make the goods that

d None of the above
CORRECT ANSWER c
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you will sell?
33

a Profit

If popcorn costs you 25c per packet to

b Revenue

make, how much would it cost you to

c Loan

make 1 000 packets of popcorn?

d Manufacturing costs

a R250
CORRECT ANSWER d

28

Reneilwe sells sandwiches at her

b R275

What should you ask yourself before

c R120

you start your business?

d None of the above

a What goods can I sell or which services
b Who are my clients and what do they need

CORRECT ANSWER a

can I offer?

34

cannot pay the instalments on his

or want?

television:

c Can I make a profit?

29

a The court can do nothing to the
partnership

CORRECT ANSWER d

d All of the above

b The court can take a photocopy machine

When you have a business idea you need to:

from the partnership

a Start selling

c The court can take the television of

b Start making the goods you want to sell

his partner

c Borrow money
CORRECT ANSWER d
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d The court can do all of the above

Liabilities may include:

CORRECT ANSWER d

d Develop a business plan

35

a A business loan

b Operating costs

c Both a and b

c a and b
d None of the above

CORRECT ANSWER c

CORRECT ANSWER c

________ is the Government’s

36

main source of income.

b Money that someone owes you

b Traffic fines

c Money you saved

c The lottery
d Income tax

Liabilities are:
a Money that you owe

a VAT

d Money that you put into a bank account
CORRECT ANSWER d

31

Business expenses include:
a Start-up costs

b A car loan
d A savings account

If one of the partners in a partnership

CORRECT ANSWER a
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MODULE ONE
PLAY-OFFS

Money
Matters

Overview

In this lesson learners will explore another
source of income, namely earning a salary
or a wage.
Time Allocation
One lesson of 45 minutes

Learning Areas
Economic and Business Sciences, Mathematics and Life Skills

Learning Outcomes
At the end of this section, learners should be able to:
•
•
•

Understand the difference between gross salary and net income;
Understand the need for deductions from your salary; and
Read and understand the different components of a payslip.

Materials
The following websites can be searched for financial terms:
•
•

Personal finance: http://www.persfin.co.za
The South African Savings Institute:
http://www.savingsinstitute.co.za

Readers can find references to additional websites in a footnote at the end of some pages.
Answers to exercises appear on the last pages of this section.

Play-offs
In the Group Matches section you have learnt that there is more than one way to get an income:
3
3

You can earn money by selling goods and services; or
You can earn money by getting a salary for a job.

These two ways are not completely separate. Many big companies that today employ many people, started
out small as individuals selling their goods or services. As their businesses grew, these individuals started
employing more people.

Activity 1

For The Teacher

Consider these two young people’s careers:

Discuss
Make two columns on the
board, one for Zanele and one
for Themba. As the learners
debate the two questions, write
the key points in each column.
Lead the learners to consider the
start-up costs that Zanele will
have and the risk of not making
a profit at all. Themba will have
the risk of losing his job.

1	Zanele has decided to open a hairdresser shop on the
street.
2

Themba got a job as a hairdresser.

Which of the two, a business or a paid job, could potentially
earn the highest income? Which of the two, a business or a
paid job, holds the biggest financial risk?

In this section we will discuss jobs and how to manage a salary or a wage.
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What does it mean?
A salary is a fixed periodical payment paid to a person for regular work or
services.
A wage is usually paid by the day or week for work or services that are of a more
irregular nature.
http://ato.gov.au/individuals/content.asp?doc=/content/20083.htm

May I work?
No young person under the age of 16 may be
formally employed. Child labour is illegal.

Activity 2
Now answer the following questions:
1
What kinds of informal jobs may kids do?
2
Who pays them?
3
What kind of job would you like to do?

For The Teacher
Discuss
Have a discussion about
child labour and the kind of
paid work a young person may
do. You could also tell them
about illegal child labour or
the so-called ”sweat shops”
in some countries.

Getting a job
To get a job there has to be someone
out there to hire you. The person, business
or organisation who hires you is called an
employer1. Employers hire you to do work
for them and pay you for your labour. The
Government is the biggest employer in
South Africa.
Your chances to get a job, as well as the salary that
you will be paid, will be decided by demand. This
means that if you have skills, qualities and the
necessary experience employers want, you have a
good chance to get a job.
Generally, people with little education will find it more difficult to get a job and a good salary than welleducated people with degrees or diplomas. If you want a good job with a high salary, it is very important that
you study and get a qualification.

Types of jobs and salaries
If you are still at school and over 16 you will only be able to have a part-time job. This means
that you can only work afternoons, over weekends or during the school holidays.
Someone who works for eight hours, five days a week is doing a full-time job.
You can get paid daily, weekly or monthly. This is determined by the type of job you do or how you prefer
to be paid. When you are a waiter, you usually receive, for example, R10 per hour and you get to keep the
tips you received. This means that, for eight hours of work, you earn R80 plus the tips you have received. You
receive your money from the employer at the end of the working day. Some people prefer to get their money
at the end of the week; others prefer to get their money at the end of the month. This helps them to save
more, because they do not spend their money every day.
Depending on the job you do, some employers will also provide you with a payslip. It is a slip of paper
that keeps record of what you have earned and what has been deducted from your earnings (salary). For
example, your employer may pay your pension fund contribution directly into your pension fund. This amount
will then be subtracted (deducted) from your salary.
1

EconEdlink. Get a job. http://www.econedlink.org/lessons/index.php?lesson=469&page=teacher
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Contract of employment
A contract of employment is the agreement between yourself
and your employer about the terms and conditions of your
employment. A contract of employment states, for example:
3	Your gross salary, which is the salary before any deductions are

made;

3	Deductions for pension, medical aid and the unemployment fund;
3
Work hours;
3
How much paid leave you will get per year
3
Maternity leave and sick leave;
3	Whether you will get an annual bonus in the form of a 13th cheque
3
3
3

and what time of the year this bonus will be paid;
Travel allowance, if you have to travel a lot for your job;
Your duties and responsibilities; and
Action that your employer will take if you do not perform (also
called disciplinary action).

The total earnings reflected on your payslip, will be your gross salary.
The amount that is paid out after deductions have been made is the net salary.

Understanding a payslip
Common deductions
Income Tax
All the people who receive more than a certain minimum salary pay
income tax to the Government. (See the Group Matches section for more
information on income tax.) The Government uses this money to provide
roads, healthcare, education, safety, water and electricity, houses for
the poor, parks and libraries. Most people who earn a salary pay their
income tax as PAYE, or Pay As You Earn.

Unemployment Insurance Fund (UIF)
Having a job is not without risk. You could lose your job and your
earnings due to a dismissal, retrenchment or illness.

Module 1 Money Matters Play-offs

The Government’s Unemployment Insurance Fund (UIF) protects you
in case you lose your job due to retrenchment or illness. It means you
will still get an amount of money if you apply to the UIF.
You MUST pay 1% of your gross earnings into the Government’s
Unemployment Insurance Fund. Your employer also has to pay 1%
of your gross earnings, making the total contribution 2% of your
gross salary each month.

What does it mean?
Gross salary is your basic
salary plus any benefits, such
as overtime.
Your net salary is what
remains of your gross salary
after all the deductions have
been made. Your net salary
is usually paid into your bank
account each month.

What does it mean?
You can be dismissed as an
employee when your employer
decides that they no longer
want you to work for them.
There could be many reasons
for this decision, such as theft
or an illegal strike. The Labour
Relations Act, 1995 protects
your position as an employee.
You can be retrenched as an
employee when your employer
decides that they no longer
require the job you are doing.
In difficult economic times,
businesses sometimes must
retrench employees in order to
avoid going bankrupt.
www.wageline.qld.gov.au/glossary/index.html

Pension Fund Contributions
It is very important to save money for your old age when you
have retired and will no longer be earning a salary. See Module
2 for more details.

For The Teacher
Discuss
What would be unexpected
medical expenses?

Pension and Provident Funds
Pension and Provident Funds must register with the Financial Services Board. They must also be approved by
the South African Revenue Services (SARS), because an employee can get tax benefits for contributing to a
pension fund.
Your employer may have a pension or provident fund that you contribute to for your retirement. If you leave
before you retire, your contributions will be paid back to you, with some interest. Your monthly deduction for
this contribution will be a percentage of your gross salary.
If you contribute to a pension fund, you will receive a pension on retirement. A pension works the same as a
salary: it is a regular amount every month. You may also decide to receive one third of your pension benefit as a
single amount (also called a lump sum) and receive the remaining two thirds in the form of a monthly pension.
You may also contribute to your own pension fund, into which your employer may pay a percentage of the
contribution each month. This type of private pension fund is called a retirement annuity.

Medical Aid Contributions
You need to put money aside for unexpected medical expenses. You could have a medical condition,
such as a weak heart, for which you need medicine every month.

Medical aid schemes
Medical aid is a type of insurance that you can take out.
Insurance to make provision for unexpected events are
discussed in Module 3, Managing Money, in the Play-offs
section.
A medical aid scheme pays the medical costs of the insured
person if that person becomes sick, due to illnesses covered
by the policy, or due to accidents2. Well-known medical aid
companies in South Africa are Bonitas, Discovery, Fedhealth,
Gems and Medihelp.
Some larger companies have medical aid schemes for their
staff. If you join the medical aid scheme, your monthly medical
aid contribution will be deducted from your salary. The amount
that will be deducted for your medical aid contribution is based
on your salary, how many people you must look after and your
medical condition.

2

www.cheapmedicalaid.co.za
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Trade unions
A trade union (also called a labour union) is an organisation of workers that want to achieve
common goals for workers in the workplace. The leadership of a trade union negotiates with
the employer on behalf of union members and negotiates labour contracts with employers.
This may include:
3
3
3
3
3
3

The negotiation of wages;
Work rules;
Complaint procedures;
Rules governing hiring, firing and promotion of workers;
Benefits; and
Workplace safety.3

COSATU (Congress of South African Trade Unions), NEHAWU (National Education, Health and Allied Workers
Union) and the NUM (National Union of Mineworkers) are well-known trade unions in South Africa.

Module 1 Money Matters Play-offs

Employees could pay a small fee to become a member of a trade union and to share in the benefits the union
will negotiate on their behalf.

3

http://en.wikipedia.org/wiki/Trade_union

Questions
Work it out
Look at the payslip below and answer the questions:

Simpiwe Majozi’s payslip at the Super Store
Employee:
ID number:
Bank details:
Account no.:
Tax number

Simpiwe Majozi		
740928614080		
ABSA
2345667
1234/567/814

Month: July 2009
Pay cycle: Monthly

Earnings
Amount
Basic salary
R7 000,00
Overtime
R1 500,00
			
			

Deductions		Amount
PAYE		
R516,40
UIF		
R85,00
Pension Fund		
R250,00
Personal saving 		
R700,00

			

(paid into FNB account no. 987765)

Gross earnings

Total deductions		

R8 500,00

Net salary transferred into bank account				

R1 551,40
R6 948,60

1

What was Simpiwe’s gross salary?

2

How much did Simpiwe earn by working overtime?

3

Overtime is paid per hour. Simpiwe gets R150 per hour working overtime. How many hours did he work?

4

How much did his employer pay into the UIF?

5

What percentage of his basic salary does Simpiwe save per month?

Answers
1

R8 500

2

R1 500
		

3

10 hours		

4

R85,00

R1 500
(R150 = 10 hours)
	

5

10% 		

R700 x 100

(R700 saving on R7 000 basic salary = R
 7 000

1)
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PLAY-OFFS Q&A
7

The following could be deducted from

may be employed.

your gross income:

a 16

a UIF

b 18

b PAYE

c 25

c a and b

d 21

d None of the above

CORRECT ANSWER a

2

No person under the age of _____

Child labour is legal if the parents agree.

8

CORRECT ANSWER c

1

It is the obligation of an employee to:

a True

a Be on time for work

b False

b Be at work unless you are on leave or sick
c a and b
d None of the above
CORRECT ANSWER c

9

A _________ is a fixed, monthly payment

If you belong to a pension fund,

for regular work or services.

you ______________.

a Wage

a Can retire early

b Salary

b Will receive a pension when you retire

c Pocket money

c Can stop working

d Profit

d Will have a lot of money
CORRECT ANSWER b

4

10

CORRECT ANSWER b

CORRECT ANSWER b

3

PAYE stands for __________________.

If you work on weekends and school

a The income tax you have to pay on your salary

holidays, you have a part-time job.

b Pay As You Earn

a True

c Price and Yield

b False

d a and b
CORRECT ANSWER b
CORRECT ANSWER a

A wage is usually paid by the day

The person who employs you as a waiter

or week.

at a restaurant is called your _________.

a True

a Employer

b False

b Employee

CORRECT ANSWER a

c Worker

12

d a or b

risky than earning a salary.

CORRECT ANSWER a

a True

A medical aid scheme ____________.

b False

a Pays the medical costs of the insured
person as set out in a contract

CORRECT ANSWER b

13

b Always pays all medical costs
c Makes provision for all unexpected

Child labour is illegal.
a True
b False

expenses
d Is free for everybody
CORRECT ANSWER a

6

Running a business is always less

CORRECT ANSWER a

5

11

The Government’s Unemployment

20

Insurance Fund (UIF) ________________.

when that person is found guilty of theft.

a Creates jobs

a Fired

b Protects employees financially if they lose

b Dismissed

their jobs due to retrenchment or illness

c Suspended

c Helps poor people to get jobs

d All of the above

d Helps employers

21
CORRECT ANSWER b

An employee is _____________when
the employer has decided that the job

A contract of employment must include:

or position is no longer required.

a Work hours

a Dismissed

b Leave

b Retrenched

c Duties and responsibilities

c Arrested

d All of the above

d Promoted

CORRECT ANSWER b

15

An employee could be ____________

CORRECT ANSWER d

14

CORRECT ANSWER d

16

A retirement annuity is _____________.
a An unemployment insurance fund
b A type of trade union
c A private pension fund
d A type of income tax
CORRECT ANSWER c

17

A ____________ will negotiate with the
employer on behalf of its members.
a Trade union
b Labour union
c a and b
d Stokvel
CORRECT ANSWER c

18

Large companies often have medical
aid schemes for their staff. In this case,
monthly contributions are deducted
from employees’ salaries.
a True
b False
CORRECT ANSWER a

The following are examples of wellknown South African trade unions.
a NEHAWU
b COSATU
c NUM
d All of the above

CORRECT ANSWER d

19
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MODULE TWO
QUALIFIERS

Saving
Money

Overview

In this section learners will discover the basic
concepts of saving and come to appreciate
why saving is such a valuable life skill.
Time Allocation
One lesson of 45 minutes

Learning Areas
Economic and Business Sciences, Mathematics and Life Skills

Learning Outcomes
After discussing this Level, the learner should be able to:
•
•
•
•
•
•

Understand and describe what saving is;
Identify different ways to save;
Understand and demonstrate how to keep a record of your savings;
Understand why it is important to save;
Work out how much to save; and
Work out saving priorities – what you should save for.

Materials
The following websites can be searched for financial terms:
•
•
•

Personal finance: http://www.persfin.co.za
The South African Savings Institute:
http://www.savingsinstitute.co.za
http://www.onthemoney.co.za

Readers can find references to additional websites in a footnote at the end of some pages.
Answers to exercises appear on the last pages of this section.

Qualifiers
A “save” in soccer is often the
most dramatic moment of the
game, when the goalie blocks
a shot and the crowd goes wild.

The most successful players on the field are often the most disciplined
ones, who train the hardest. Financial skill is no different. Saving money
may not sound as exciting as saving a goal in the final seconds and
winning a game, but it is a skill that will help you win in the game of life.

For The Teacher

Discuss
3
What does it mean to “save money”?
3	Does anyone of you save money and, if so, what do you save for?
3
What are the things you might want to save for in the future?
3
What would you like to own one day?
3
What would you like to do with your money one day?
3	What are the large unexpected expenses in your lifetime that you have to save for?
During the activity, encourage learners to talk freely about their dreams and the things they want to
do. Unexpected expenses would include events such as a death in the family, a robbery or a disabling
accident. Also, encourage them to talk about retirement and old age.
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Why you should save money
Saving money is one of the best habits you can learn as you grow up.
Saving money will allow you to:
3	Meet a very specific short term or medium term goal (for example, buying a new soccer ball

or a cellphone);

3
Be ready for unexpected expenses (for example, an accident, illness, fire or theft); and
3	Plan for a long term goal. Examples are: saving for further studies, starting your own business,

buying a car or saving money for when you stop working (also called “to retire”).

Life goals
We all have goals in life that we want to achieve. Sometimes these
goals are not very specific, like “I want to be rich” or “I want to be happy”.
Sometimes they are very concrete, such as “I want to pass my Matric with
an A symbol in Mathematics”. Goals that are very clear and specific are
easier to achieve. Goals need to be practical and realistic: if you never
do your Mathematics homework, you can dream about getting an
A symbol, but you will probably not achieve it.
We have goals that relate to different periods. Some goals like “a new
pair of shoes” you hope to achieve within six months; others you want
to achieve over a longer period, such as “becoming a doctor”, “getting
married and having children”, or “buying a house”.
You can have goals you want to achieve in a few months’ time. These are
called short term goals. Other goals might take years. These are called
long term goals.

Short term means something you want to achieve within the next two years.
Medium term means something you want to achieve within three to five years.
Long term means something that will take five to 30 years to achieve.
The following example explains Zanele’s short and long term goals:
Zanele’s short term goal is to be able to buy presents for her family on their birthdays and to have money for
the things she wants. These include buying the R20 scarf for her aunt, a R10 jigsaw puzzle for her cousin and
R25 sewing kit for herself. Zanele’s long term goal is to go to university.

Activity 1
1

Write down your life goals for the short term, medium term and long term.

2

What do you need to achieve each of these goals?

3

Take one of your medium term goals and ask yourself: what will it take?
a. What education do I need? Will I need to study further after matric?
b.	What subjects should I take at school? How well do I have to do in matric to qualify for this
degree or diploma?
c. How much will this degree or diploma cost me?
d.	What are the extra costs, such as transport, living expenses, accommodation, books?
e. How much must I save to be able to afford this?
f. What is the best way to save?
g.	Are there other ways of achieving my goal, such as applying for a bursary or study loan?
h.	Is this goal realistic? Am I earning enough at the moment? How much more do I need?
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Needs and wants
Financial goal setting means to save for what you really need as well as what you want.
A need is something you cannot live without, something you must have.1 A want is something you would
really like to have but can live without. Wants are things that make people happy or may make life seem a
little easier or a little more special.

For The Teacher
Activity
Give each learner a flashcard with NEED on one side and WANT on the other side, and explain the
activity. For example: “When I call out something, you must tell me if it is a need or want by holding up
the correct side of the flashcard”. Repeat instructions twice so that learners understand clearly.
Make two columns on the board or flipchart, one with the heading “Needs”, the other with the heading
“Wants”.
During the activity, write each item in the relevant column, as learners decide if it is a “need” or
a “want”. If there are different views, or they incorrectly identify something as a want/need, ask
questions to clarify their ideas. For example: “Could you live without X?” “Why do you want Y?”
Make the session as interactive as possible by inviting learners to participate. Ask learners if there are
any other items they would like to classify as a need or want. Examples:
3	We need clothes to keep us warm, but is an expensive, fashionable T-shirt a need or a want?
3

(WANT)
Is a pair of school shoes a need or want? (NEED)

				
Activity
2
Make a personal financial goals list.2
In it you can list:
3
What you want or need to save for;
3
How much you will have to save; and
3
How long it will take you to save the specific amount.

Personal Financial Goals
Want or need?
Save money for a new school bag

How much to save?
R50
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Save money for ____________
Save money for ____________
Save money for ____________
Save money for ____________

1
2

South African Savings Institute. http://www.savingsinstitute.co.za/. Teaching Children to save, Lesson Plan.
Aflatoun: Social and Financial Education. http://www.aflatoun.org/?publication. Global Compilation Book.

How long will it take?
5 weeks (save R10 a week)

How much should you save?
You may already be saving change in a tin, under your mattress or in the bank.
Here are some savings guidelines:3
3
Experts suggest that you save at least 10% of your income.
3	Save for emergencies. When you are an adult and living on your own, you should save enough so that

you can live for three to six months on your savings.

How do you work out what percentage of your money you are saving?
Let us say you have R100:
If you save R10, you have saved 10% of your money.
If you save R20, you have saved 20% of your money.
If you save R15, you have saved 15% of your money.
If you save R50, which is half of the money, you have saved 50%.
If you save all the money, you have saved 100%!

3
3
3
3
3

Percentage is a way to express a quantity out of 100.
For example: if you had R50 and saved R50 you would also have saved 100%.

		
100

			

out of 100 is 100%. 		
50 out of 50 is 100%.
50 out of 100 is 50%.			
25 out of 50 is 50%.

Activity 3

For The Teacher

Let us say your mother bought a bag of oranges.
There are 50 oranges in the bag.

Exercise
Give learners at least 25
similar, practical examples of
percentages to solve of varying
degrees of difficulty until they all
can do it independently. They
should not use calculators to do
the exercises.

1

All 50 are good. What percentage is good?

2

Half of the bag is bad. What percentage is bad?

3	You take five oranges to give to your friends at
school. What percentage did you take?
You do the sum as follows:
5 oranges out of 50 =

5 100
x
= 10%
50
1

Now work out what percentage of your money
you save per month.

3

Visa Financial Football
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Where can you save your money?
In a tin or under the mattress

Many of you might keep your money in a tin or under the mattress at home.
Benefits: It’s yours.
3
You can get to it easily.
3
You can put as much money as you want in it.
Risks:
3
Someone could steal it.
3
It could be destroyed in a fire.
3
You could lose it.
Costs:
3	No costs – all you need is an empty tin or a container that can be closed or that has a lid, but you have
lost the opportunity to grow your money.
3	Your money will not grow and become more. The money you put in the tin is the money you have saved.

In a stokvel

There are many types of stokvels.
One type would be a stokvel where you and several of your
friends save money together. For example, let us say, eight
stokvel members each contribute R50 per month. Each
member then gets a turn every eight months to spend the
R400 that the members contribute that month. This will
enable members to buy something they want or need
that they would ordinarily not be able to afford.

Benefits:

3	You will have a large amount available to spend or save when it is your turn to get the contributions.
3	Saving with your friends is easier than saving on your own. It teaches you to save in a disciplined manner.
3

If you do not give your monthly contribution, you cannot be a member of the stokvel.
A stokvel is fun and you can get tips from your friends on good buys.

Risks:

3
It could take long before it is your turn.
3
Members might not have enough money to contribute regularly.
3	The stokvel might fall apart when a member dies or moves to another town.
3	You could urgently need the money for an unexpected expense, before it’s your turn.

Costs:

3	There is no additional cost except for the refreshments
Module 2 Saving Money Qualifiers

you have to buy when the stokvel meets at your home.

3	If your money does not earn interest, you would have lost

the opportunity to grow your money. (Note: some stokvels
make provision for interest to grow your money.)

For The Teacher
Discuss
3	Who of you belong
to a stokvel?
3 How does your stokvel
work?

In a bank account

Money can be kept in a bank, in what is called a “bank account”.
The bank will look after your money. It will be safe and could grow in value over time by earning interest.
In the next level of this module, the Group Matches, we will discuss the following about banks:
3
3
3
3
3

What is a bank?
What is interest?
What is a bank account, and what are the different types of bank accounts?
How does a savings account work?
What are the benefits, risks and costs of having a bank account?

How can I save?
“Pay yourself first”
The first rule of saving is always to put aside money to save before you
start to buy things. This is called pay yourself first. If you do not save
first, you may never get around to saving, or you might spend all your
money.

Control your spending
An easy way to start saving money is to look at what you spend, and
change your spending habits. Examples of easy ways to save on
spending are:
3	Buy second hand clothes instead of new ones.
3	Make your own food rather than buying take-away food.
3	Skip the movies and rent a DVD instead.

Activity 4

For The Teacher

Read Maria’s story and answer the questions.

Discuss
Let the learners make a list
on the board of some of the
activities that they have spent
money on during this week.
For each expense, let them
write down a cheaper activity.
They can work out in groups
how much you save with each
cheaper activity.

Maria gets R10 pocket money each day, from Monday to
Friday. She uses her pocket money to pay for the taxi and
to buy lunch every day.
1	If Maria saves R1 of each R10 that she gets, how
much money will Maria have saved by the end of the
week?
2	Maria wants to buy a new dress that costs R55. How
long will it take her to save R55?

Let them calculate how much
the class could have saved
collectively this week.
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Keeping record of your savings
It can be hard to keep track of what is going in or coming out of your savings tin if you do not
write it down. Your own “savings record” will help you to know how much is going in, how
much is going out, and, finally, how much you have left.

Activity 5
Make a simple “savings book”.
It should have four columns, one for the date, one for a description of money, one for how
much money was put in (deposits), one for how much money is taken out (withdrawals),
and one for what still remains inside the savings tin (the balance). See the example below.

4

Date

Description

Deposits

Withdrawals

1/1/2010

R100

2/1/2010

Christmas gift from
grandmother

R20

R120

8/1/2010

Pocket money

R10

R130

11/1/2010

Pen, pencil and rubber

R15

R115

12/1/2010

Homework book

R20

R95

Module 2 Saving Money Qualifiers

4

Balance

Aflatoun: Social and Financial Education. http://www.aflatoun.org/?publication. Global Compilation Book.

Questions
Quiz
1

2

3

A good savings goal would be:
a

Spend R5 a week on chips

b

Put at least 10% of the money you earn into a savings account

c

Save for a new pair of shoes

d

Eat at a fancy restaurant

Where can you save money?
a

In a bank

b

In a tin or under your bed

c

In a stokvel

d

All of the above

Good reasons to save money include:
a

Saving for when you retire

b

Saving for a car or a house

c

Saving for a university education after school

d

All of the above

Let’s see how smart you are
Scenario 15
You are given R120 to buy school shoes. You also need school socks but you will be given the money to buy
them at the end of next month. When you get to the uniform shop some items are on special. You have three
choices. Which one will you go for? Give reasons for your choice.
a

A fashionable shoe that you have always wanted, but cannot wear to school (R120)

b

An ordinary strong, good quality shoe plus a pair of socks (total R120)

c

An ordinary pair of shoes and extra money (R100 plus R20)

Scenario 2
You have saved R50 for a school bag that you want. When you get to the shop, it has gone up and it is now
R60. What should you do and why?
a

Go home and save another R10

b

Shop around for a cheaper bag of the same quality in other shops

5

South African Savings Institute. http://www.savingsinstitute.co.za/. Teaching Children to save, Lesson Plan.
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Work it out
1

If you save R2,50 a week to buy a R50 coat for winter, how long must you save to buy the coat?

2

If you save R25 a month, how much money will you have after two years?

3

How long would it take to save R20 for a birthday gift, if you saved R1,25 a week?

4

If your goal is to save R300 in a year, how much money should you save each month?

5

How long will it take you to save R40 for a new pair of shoes, if you save R2,50 a week?

6	You get R10 pocket money every day, five days a week. If you want to save 10% of your income every
month, how much money should you save?

Answers
Quiz
1

b

2

d

3

d

Let’s see how smart you are
Scenario 1
Option b, because it is something you need and cannot do without.

Scenario 2
Option b

Work it out
1

20 weeks

2

R600

3

16 weeks

4

R25 per month

5

16 weeks

6

R20 per month

Activity 3
1

100%

2

50%

Activity 4
1

R5

2

11 weeks

QUALIFIERS Q&A
6

How much should you save in
your emergency fund?

start saving for college education?

a A week’s pay

a Right after their child is born

b A month’s pay

b When their child is in high school

c Enough to pay rent for two months

c When their home loan is paid in full and

d Enough to pay three to six months’ costs

they have extra money
d None of the above

CORRECT ANSWER d

2

When is a good time for parents to

You should put at least 10% of the

7

CORRECT ANSWER a

1

It is important to start saving

money you earn into a savings account.

for retirement when you start

a True

working, because:

b False

a You will need money to live from when you
stop working
b You will need more money for medical

CORRECT ANSWER a

expenses when you are old

If you are planning to pay a deposit on

c The money you save when you are young

a TV to watch the soccer, it is best to:

grows the most

a Start saving 10% of your income each

d All of the above

month

CORRECT ANSWER d

b Borrow from your parents

8

c Play the lotto

week as pocket money. You decide to

d Gamble with your money to see if you can

save R3 each week. What percentage

get more

of your pocket money do you save

CORRECT ANSWER a

4

each week?

What are the risks of saving in a bank?

a 50%

a Your bank fees may be more than your

b 30%

interest

c 25%

b You might not have enough money to

d 100%

open an account
bankrupt

CORRECT ANSWER b

c Although unlikely, the bank may go

9

Examples of “a need” are:
a Food

d All of the above

b School clothes

CORRECT ANSWER d

c a and b

If your brother suddenly gets ill and

d A cellphone

you have to buy medicine for him,

CORRECT ANSWER c

the best to do is:

10

a Do not pay the bill

Saving money will help you to:

b Play the lotto

a Meet a very specific immediate goal

c Borrow money from a friend

b Be ready for unexpected expenses

d Have enough money in savings to

c Plan for a future life goal
d All of the above

cover the expense
CORRECT ANSWER d

5

Your grandmother gives you R10 each

CORRECT ANSWER d

3
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17

How much should you save
for emergencies?

a A car

a Nothing

b The latest type of sneakers

b One month’s income

c a and b

c Enough so that you could live for three

d A school bag

to six months on your savings

18

d 10% of your income

a Your money can grow and become more

Where can you save you money?

b It is safe

a In a bank

c It is easy to know how much money you

b In a tin or under your mattress

have available

c In a stokvel

d All of the above

d All of the above

CORRECT ANSWER d
CORRECT ANSWER d

want to achieve within the next _____.

a Saving for a pair of shoes

a Three to five years

b Saving for a vuvuzela

b Two years

c Saving for a university education

c Six months

d Saving for a new school uniform
CORRECT ANSWER b

Which of the following could lead

20

a Saving for a car

a A car accident

b Saving for a vuvuzela

b The sale at the local shop

c Saving to go to the next soccer world cup

c Your plans to go to university

in Brazil

d None of the above

d Saving to buy a house one day

CORRECT ANSWER a

CORRECT ANSWER b

What is the safest option to save money?

21

a Under your mattress

What risks do you take by saving
your money in a tin at home?

b Give it to a family member

a Someone can steal it

c A stokvel

b It can be destroyed in a fire

d A bank

c You won’t know how much money is

CORRECT ANSWER d

in the tin

What are the advantages of saving
your money in a stokvel?
a You will have a large amount available to

d Both a and b

22

CORRECT ANSWER d

A good way to start saving is to put
aside money from:

spend when it is your turn
b It teaches you to save in a disciplined

a Change you collect
b A part-time job

manner
c There is no advantage

c A birthday gift from a relative

d a and b

d All of the above
CORRECT ANSWER d

CORRECT ANSWER d

16

What is an example of a short term
savings goal?

to unexpected expenses?

15

What is an example of a long
term savings goal?

d Two weeks

14

19

”Short term” means something you

CORRECT ANSWER c

13

Why is it a good idea to save your
money in a bank?

CORRECT ANSWER c

12

Examples of “a want” are:

CORRECT ANSWER c

11

24

An emergency fund is money put away

29

save money is:

a True

a To lend money to your friend

b False

b To save first before you start spending
c To spend less

When you save your money in a bank,

d Both b and c

you will earn interest.

CORRECT ANSWER d

a True

30

a True

You can save money by:

b False

a Recycling glass bottles you use at home
c Buying clothes that are on sale

CORRECT ANSWER a

b Not borrowing money

31

5% of R50 is R2,50.
a True

d All of the above
CORRECT ANSWER d

Paying yourself first means:

b False
CORRECT ANSWER a

26

A stokvel could help you and your
friends to save money together.

CORRECT ANSWER a

b False

25

The smart way to make sure you

in case of unexpected expenses.

CORRECT ANSWER a

23

a Paying yourself money to buy sweets
b Putting your savings away before you start
spending
c Putting all your money in the bank to earn
interest and borrow money when you
need something
d Both a and c
CORRECT ANSWER b

27

Which of the following are good
ideas to spend less?
a Eat at home instead of buying takeaway
food
b Look after your shoes and clothes so that
they last longer
c Send an SMS message instead of
phoning
d All of the above
CORRECT ANSWER d

What are the types of things for which
you could need an emergency fund?
a Somebody in the family suddenly gets ill
and has to be taken to hospital
b Your car breaks down and you need to
have it fixed
c You lose your job
d All of the above
CORRECT ANSWER d

28
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MODULE TWO
GROUP MATCHES

Saving
Money

Overview

In this lesson learners will learn the
basics of saving at a bank.
Time Allocation
Three lessons of 45 minutes each

Learning Areas
Economic and Business Sciences, Mathematics and Life Skills

Learning Outcomes
At the end of this section, the learner should be able to:
•
•
•
•
•
•
•
•
•
•
•

Understand and describe what a bank is and how it makes its money;
Understand what interest is, and be able to calculate simple interest;
Understand the concept of simple interest;
Distinguish between a minimum opening balance and an 		
ongoing balance;
Identify different ways to save at the bank;
Understand banking costs and how it works;
Understand the importance of security;
Open a bank account;
Fill in a deposit and withdrawal form;
Read and understand a bank statement; and
Draw money from an ATM.

Materials
The following websites can be searched for financial terms:
•
•
•

Personal finance: http://www.persfin.co.za
The South African Savings Institute:
				
http://www.savingsinstitute.co.za
http://www.onthemoney.co.za

Readers can find references to additional websites in a footnote at the end of some pages.
Answers to exercises appear on the last pages of this section.

Group
Matches
What is a bank?
A good way to stay out of financial problems
is to save money for things you want and
need, as well as for emergencies and long
term goals. One could save money in a
savings account at a bank.1
A bank is a business, privately owned or owned
by government, which accepts people’s money for
safekeeping. The bank pays you interest so that
your money grows. Interest is the benefit you get
for keeping your money in the bank. The more
money you have in the bank, the more interest you
will get and the faster your money will “grow”. In
Module 3, Managing Money, you will learn how to
manage your savings account so that you do not
run up bank charges that could be more than
the interest you earn.
When you give your money to the bank to keep, you are in fact lending your money to the bank to invest
(in Play-offs we will learn more about investments) or to lend out to people or organisations. These people
or organisations will pay the bank interest on the loan. The interest charged to borrow money is higher than
the interest paid on savings.
A bank is also called a financial institution.2 Not all financial institutions are banks. Insurance companies
(see Module 3, Managing Money), for example, are financial institutions, but they are not banks.
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Banks are regulated by law. This means that they have to follow very strict rules to make sure your money
is safe.
Putting money into the bank is much safer than putting money under your mattress, because the bank, by
law, takes responsibility for your money. If a bank is robbed, the bank loses the money, not you. If your bank
burns down, the bank loses the money, not you.
However, a bank can go broke, also called “bankrupt”. During the financial crises in 2008 and 2009,
a number of banks in America went bankrupt. When a bank goes bankrupt, you lose your money.

1
2

Money Management – Using bank services. http://www.workshopsinc.com/manual/Ch4L3.html
http://www.businessdictionary.com/definition/financial-institution.html

What is a bank account?
When you save your money at a bank, it is put in a bank account. The bank account has a
unique number and your name and details are attached to it. This means that there will be
nobody else with the same bank account number as you.
Information of all the activity in an account, that is money coming in or money going out, is called the account
history and it is kept on the bank’s computer system. Account histories can be an important tool to detect if
somebody has been stealing your identity or stealing from your account. Your account history could also help
you to build up a good credit record, as will be explained in Module 4, Borrowing Money.
There are many different types of bank accounts, for example:
3
3
3
3
3

A savings account;
A cheque account;
A money market account;
A call account; and
A term account.

In this section we focus on savings accounts. In Play-offs you will learn more about other types of accounts.
A savings account is the most basic way to start saving at a bank. Savings accounts are available at most
banks. You can withdraw your money any time you like but the interest rate on most savings accounts can
be low.
The amount of money in a savings account increases as it earns interest and as the person deposits more
money into the account.3

Simple and compound interest
There are two types of interest: simple and compound interest. In this section only simple
interest will be discussed; compound interest is discussed in the Play-offs section. Simple
interest is the easiest type of interest to understand and calculate.
You work out simple interest as follows:

Deposit amount x the interest rate x time = interest earned
The interest rate is the amount (percentage) the bank agrees to pay you on your savings. Interest rate is
usually expressed as the percentage that will be paid over a year (an annum in Latin). Therefore it is often
referred to as Annual Interest Rate.
There are two types of interest rates:
3
3

A fixed interest rate does not change; the percentage interest always stays the same.
A variable interest rate can change; it can go up or down.

A variable interest rate may go up or down over time, because banks cannot pay you more interest than they
would get from loans to people who borrow money. (We will discuss loans in Module 4.) If the interest rate of
loans goes up, the variable interest rate would also go up. If the interest rate of loans goes down, the variable
interest rate would also go down. The interest rate on loans depends on the “repo” rate. You can find out
more about the repo rate and the Reserve Bank on http://liberta.co.za/blog/what-is-the-repo-rate.

3

Money Management – Using bank services. http://www.workshopsinc.com/manual/Ch4L3.html
http://en.wikipedia.org/wiki/Bank
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For The Teacher
Discuss

Explain why it is better to save in a bank rather than under your mattress.
Ask the following questions:
3	If you put R100 in a tin or under your mattress for one year, how much money would you

have at the end of the year? (R100)

3	If you deposited R100 in a savings account at an interest rate of 5% for a year, how much

money would you have at the end of the year? (R105)

Write the examples on the board and explain each step.
Example 1: You open a savings account with R100, at a simple interest rate of 5% for one year.
What will you have earned in interest after one year?
Interest earned
=
Opening balance x interest rate x time
		
=
R100 x (5÷100) x 1
		
=
R100 x 0.05 x 1
		
=
R5
Example 2: You open a savings account with R1 200, at 8% simple interest for two years.
What will you earn in interest?
Interest earned
=
Opening balance x interest rate x time
		
=
R1 200 x (8÷100) x 2
		
=
R1 200 x 0.08 x 2
		
=
R192
If you have not withdrawn any money during the two-year period, how much money will you
have in your account?
Balance
=
Opening balance + interest earned over the period
		
=
R1 200 + R192
=
R1 392

How to open a bank account
Activity 1
Before you open a bank account, you will need to select a bank. Do your homework and ask the
banks which are close to you a few questions:4
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1	What are the requirements to open a bank account? For some types of savings accounts
you need to have a minimum opening balance. That is the smallest amount of money
you need to open a bank/savings account.
2

Does this bank require a minimum opening balance?

3

Does this bank have special savings accounts for young people?

4	Does this bank require a minimum ongoing balance? That is the amount of money
needed to make sure that the account stays open.
5	How much money will the bank charge you every time that you put money into your
account or take money out?

4

South African Savings Institute. http://www.savingsinstitute.co.za/. Teaching Children to save, Lesson Plan.

Now that you have done your research and
chosen the best bank for your needs, you can
go to the bank of your choice to open an account.
You will need to fill out an application and provide
the bank with money with which to open the
account. By law the bank will require your or
your parent’s ID document and proof of
residence. Proof of residence would be an
account or official document sent to your
physical address that has your name on.
You will be given an account number as well as a bank card. The card will have your own name on it, to show
that it belongs to you. It will also have a card number. The bank card number is not the same as your account
number, but it is linked to your account on the bank’s computer system.
A bank card comes with a Personal Identification Number (PIN). This is a secret number that only
you should know. You need your PIN every time that you want to do a transaction at an Automatic Teller
Machine (ATM).
You will use the card when you do transactions, either at an ATM or inside the banking hall. It also serves as
proof that you have an account with the bank.
If you have a chip card, you will also need your PIN if you want to use this card to pay at the cashier in a shop.
Each chip card has a computer microchip embedded in it.

Transactions
What does it mean?
•

You do a bank transaction when you take money out of your account, when you put
money into your account, or when you move money from your account to another
account.

•

You make a deposit when you put money into an account.

•

You make a withdrawal when you take money out of your account.

•

You do a transfer when you move money from your account into another account.

•

You can also ask for an account balance to see how much money you have left in

•

your account.

•

Banks usually charge a transaction fee to do these transactions for you.
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In many areas you can do most of your banking at conveniently located Automatic Teller Machines (ATMs)
whenever you want to, 24 hours a day.
To use the ATM, you will first place your card into the machine, and enter your PIN. Then you will be able to
do your banking. At an ATM, you can usually withdraw money, deposit money, check your account balance or
transfer money.
Your bank has their own ATM network across the country where you can do your transactions.
Other banks have ATMs too, and you can use your bank card at any of their ATMs, but the transaction fee will
be HIGHER if you use the ATM of another bank. Bank costs will be discussed in Module 3, Managing Money.
Bank cards make banking much more convenient, because you can use your card in different places at any
time. But, if you use these cards, you must have enough money in your account to cover the amount of the
transaction.

Activity 2
You want to draw R50 from the ATM, and the transaction cost is R5. Your account requires a
minimum balance of R100. At least how much money must you have in the account?

ATM Safety5
Safety is important when using the ATM. Here are a few safety tips regarding your PIN:
3	Choose a PIN number that nobody can guess or work out. It is not a good idea to use your birth date as

your PIN.

3	Keep your PIN a secret, and do not tell anyone else what it is. Someone could steal your card or use your

PIN to get to your account and your money.

3
Do not write your PIN on your ATM card.
3
Do not keep your PIN on a piece of paper – memorise it.
3	When entering your PIN, be sure no one is looking over your shoulder, and position yourself to block

anyone from seeing your PIN.

3
Cover the keypad with your hand, your bag or your wallet so that no one can see what number you enter.
3	If your bank card is lost or stolen, report it immediately to your bank. Banks usually show the number you
3
3
3
3
3
3

can call somewhere close to the ATM.
Do not use the ATM if the area is dark and looks unsafe.
Look for suspicious people around the ATM.
Use an ATM that nearby traffic can see.
If possible, bring a friend along to stand nearby when using an ATM.
Avoid talking to strangers when using the ATM.
Do not ask a stranger to help you at the ATM.
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When your transaction is complete5:
3
Do not forget to take your money and immediately place it in your wallet or purse;
3
Do not forget to take your bank card before leaving;
3
Do not stand around and count your money at the ATM; and
3	Notify the bank immediately if you did not receive the correct withdrawal amount from the ATM.

Activity 3
Joseph’s birthday is on the second of February. He has chosen 0202 as his PIN. Was that a
good idea? If you don’t think so, help him to choose a better PIN.

5

Money Instructor. How to use an ATM. http://www.moneyinstructor.com/wsp/atm.asp.

How to make a deposit
You can deposit money in the bank or at an ATM. It is safer to make a deposit inside the bank, but your
transaction cost will be more.
Inside the bank you follow these steps to make a deposit:
3
You fill in a deposit form such as the example in Activity 4.
3
Remember to fill in your account number. The account number is usually not the number on your card.
3	After having filled in the deposit form, you hand it, together with the money you want to deposit and your
3

bank card, to a bank clerk called a teller.
The teller will process your form and give you a stamped copy as proof of your deposit.

At an ATM you follow these steps:
3
3
3
3
3
3
3

Put your bank card in the slot.
Follow the instructions on the screen. Make sure that nobody sees your PIN.
Banks give you a choice of language for instructions so that you can select your home language.
When you select “deposit”, the ATM will give you an envelope for the money you want to deposit.
Put your money in the envelope, together with the slip the ATM gives you.
You will be asked to place the envelope in a slot in the ATM.
When you are finished with the transaction, the ATM will give you a slip as proof of deposit.

How to make a withdrawal
You can also withdraw money at an ATM or inside the bank.
At an ATM you follow these steps:
3
Put your bank card in the slot.
3	Follow the instructions on the screen. Make sure that nobody sees your PIN.
3	Banks give you a choice of language for instructions so that you can select your

home language.

3	When you select “withdrawal”, you will be asked how much money you want to withdraw.
3	Plan your cash withdrawals and try not to make many small withdrawals, because you are

charged a fee every time. (This is discussed in Module 3, Managing Money.)

3	When you are finished with the transaction, the machine will give you cash, your card and

a balance statement to show how much money you have left in your account.

To withdraw money inside the bank you follow these steps:
3
You fill in a withdrawal form such as the one in Activity 4.
3	Remember to fill in your account number. The account number is not the number on your card.
3	After having filled in the withdrawal form, you hand it, together with your ID document and your bank

card, to a bank clerk called a teller.

3	The teller will process your form, give you the money and a balance statement to show the transaction

and how much money you have left in your account.
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Activity 4
Fill in the example deposit and withdrawal slips.

For The Teacher

Module 2 Saving Money Group Matches

Exercise
Copy these slips or get real slips from a bank. Assist the learners to
fill them in.

Questions
Quiz
1

2

3

A bank is:
a

A place where you can keep your money safe

b

A place where your money will earn interest

c

A place where you can save money for retirement

d

All of the above

What is simple interest?
a

Interest received on the original amount that you put into your account

b

Your monthly contribution to the stokvel that you belong to

c

A type of bank account

d

Money you owe the government for income tax

What are some of the benefits of a savings account?
a

Your money is safe

b

Your money earns interest

c

You can draw money when you want to

d

All of the above

Work it out
Work out the simple interest earned for one year on:
1

A deposit amount of R10 at a rate of 8%

2

An amount of R50 at a rate of 5%

3

An amount of R100 at a rate of 2%

4

An amount of R2 000 at a rate of 9%

Answers
Quiz
1

d

2

a

3

d

Work it out			

Activity 2

1

80c				

1

2

R2,50

3

R2,00

4

R180,00

R155
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GROUP MATCHES Q&A
8

How long would it take to save

You want to withdraw money from

R100 if you put aside 10% of

your savings account at an ATM.

your R50 weekly paycheck?

What do you need?

a 12 weeks

a Bank card and PIN

b 40 weeks

b Account number and proof of residence

c 20 weeks

c Cellphone number and bank card

d 52 weeks

d PIN and bank statement
CORRECT ANSWER a

CORRECT ANSWER c

2

In a R100 savings account, the difference

9

When you put money into a savings
account it is called a:

between 5% and 7% annual interest

a PIN

after one year would be:

b Deposit

a R2

c Stokvel

b R5

d Withdrawal

c R7,50
d R10

CORRECT ANSWER b
CORRECT ANSWER a

3

10

A bank is:

A savings account keeps your

a A financial institution

money safe while making it grow

b Regulated by Government

through interest.

c A place where your money will earn
interest

a True

d All of the above

b False
CORRECT ANSWER a

The simple interest earned for one year
on R10 at an interest rate of 8% is 80c.

CORRECT ANSWER d

4

11

R1 000 at 4% interest, use:

a True

a R1 000 x .04

b False

b R1 000 x 4

CORRECT ANSWER a

5

c R1 000/0.04

If you open a savings account,

d None of the above

you will earn interest.

CORRECT ANSWER a

a True

12

b False
CORRECT ANSWER a

6

You will pay banking costs when you
draw money from an ATM.

How do you deposit money into
your savings account?
a Follow the instructions on the ATM screen
b You cannot deposit money into a savings
account

a True

c Fill in a form at the bank and deposit the

b False
CORRECT ANSWER a

A fixed interest rate does not change.

money at any teller
d Both a and c

a True
b False
CORRECT ANSWER a

7

To calculate simple interest on

CORRECT ANSWER d

1

Your mother has given you pocket

18

money and you want to put it into your

drawing money at the ATM?

savings account. Which of the following

a Always make sure there are no strangers
standing in dark corners nearby

are safe options?

b Never talk to strangers or accept help

a Deposit it into your account at the

c Make sure nobody sees your PIN

nearest ATM

d All of the above

b Go to the bank, fill in a deposit slip and bank

CORRECT ANSWER d

the money there

19

c Both a and b

A ________________ is the amount of
money needed to make sure that the

d Give your card and Secret PIN number
to your friend so that he can deposit it

account stays open.

for you

a Deposit
b Withdrawal

CORRECT ANSWER c

14

What should you remember when

You do a bank transaction when you:

c Minimum ongoing balance

a Take money out of your account

d Minimum opening balance

b Put money into your account

CORRECT ANSWER c

20

c Both a and b
d Talk to the bank manager

a A document or screen that shows you the
CORRECT ANSWER c

15

What is a bank statement?
balance, withdrawals, interest earned and

How can you protect the money that is in

fees for a time period
b A document showing you where your

your savings account from being stolen?

nearest ATMs are

a Never put your money into a savings

c Both a and b

account

d A document that the bank sends to

b Choose a PIN that no one can guess
c Keep your PIN a secret

inform you that you must close your

d Both b and c

account
CORRECT ANSWER d

Where can you draw money from your

CORRECT ANSWER a

16

21

Interest rates are determined by:

savings account?

a Yourself

a Inside your bank

b The President of South Africa

b At your bank’s ATM

c Your bank

c At another bank’s ATM

d The Reserve Bank of South Africa

d All of the above

CORRECT ANSWER c
CORRECT ANSWER d

How can you be safe when drawing
money from an ATM?
a Never give a stranger your PIN or bank card
b When putting in your PIN, make sure no
one else can look over your shoulder and
see it
c Don’t write your PIN down on a piece of paper
d All of the above

CORRECT ANSWER d

17

22

You need to consider these questions
before you open a savings account:
a Where is the bank and can I get there
easily?
b How much money do I need to open a
bank account?
c What interest rate does the bank offer?
d All of the above
CORRECT ANSWER d

13
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23

A minimum opening balance is:

28

a The minimum amount of money you may

A savings account pays you:
a A fixed amount every month
b Interest on your account balance

have in your account
b The money you keep under your mattress

c Money each year

c The smallest amount of money you

d 10% of your balance

need to open a bank account
d The money you have left in your account

CORRECT ANSWER b

after a transaction

29
CORRECT ANSWER c

24

Interest on your savings account
is paid in the form of:

Which of the following apply when

a Money

you draw money from an ATM?

b Food

a Put your bank card in the slot and type in

c Bus tickets
d Any of the above

your PIN when asked
b Select the amount of money you want to
c Take your bank card and the money

CORRECT ANSWER a

draw

30

a Refers to the name in which the account is

d All of the above

opened
b Is a free gift

CORRECT ANSWER d

25

Interest on a savings account:

c Is the money the bank pays you when you

What are some of the benefits

leave your money in an account

of a savings account?

d Is a monthly fee charged by the bank

a Your money is safe

CORRECT ANSWER c

b If the bank is robbed, you will not lose

31

your money
c You can save money for emergencies
d All of the above

What is simple interest?
a Interest paid on the original amount you
put into your account
b Money the bank lends you

CORRECT ANSWER d

Where can you open a bank account?
a At the nearest shop
b At an ATM
c Over the phone
d At a bank, by filling in an application form
CORRECT ANSWER d

There are two types of interest rates:
a Variable interest
b Fixed interest
c Changing interest
d Both a and b
CORRECT ANSWER d

27

d Money you owe the Government
CORRECT ANSWER a

26

c A type of bank account

MODULE TWO
PLAY-OFFS

Saving
Money

Overview

In this lesson learners will discover
the more advanced ways of saving.
Time Allocation
Three lessons of 45 minutes each

Learning Areas
Economic and Business Sciences, Mathematics and Life Skills

Learning Outcomes
At the end of this section, the learner should be able to:
•
•

Compile a short term, medium term and long term savings plan;
and
Understand the benefits, risks and costs of different types of
savings and investments.

Materials
The following websites can be searched for financial terms:
•
•

Personal finance: http://www.persfin.co.za
The South African Savings Institute:
				
http://www.savingsinstitute.co.za

Readers can find references to additional websites in a footnote at the end of some pages.
Answers to exercises appear on the last pages of this section.

Play-offs
In soccer you sometimes have to decide to
play it safe or to take your chances, take a gap
when you see one, and dare to take risks.
Sometimes the risk pays off and you score a goal;
sometimes it does not. The decision to play it safe
or take a risk is determined by how much you have
to lose, or how determined you are to win at all costs.
As you have more money to save, you will find yourself in a
similar situation. Financial institutions and financial advisers will
offer you a wide range of saving opportunities, ranging from low
risk, low return products, to products that promise spectacular
returns at a considerable risk of losing all or most of your money.
In this module we will explore advanced saving opportunities,
products and methods. You will learn what they are, how they
work and what you should do to make responsible decisions that
will increase your money without exposing you to too much risk.

Develop a financial plan to
realise your vision for your life
In Qualifiers we discussed long term goals for your life. In this section we will discuss how to
save for long term goals. When should you start saving for your goals? The answer is NOW!
One of the most important long term goals is retirement. Most people usually retire between the age of 55
and 65, but you could live until you are 100! It takes good planning to make sure that you have enough money
to live from during your retirement years.
During these years you could have additional expenses for:1

Module 2 Saving Money Play-offs

3	Health – as your body gets older, you may need medical attention more regularly. You might also need an

operation, which can be very expensive.

3
Travel – your children might be living in another country or far away.
3	Hobbies and entertainment – you will have more time on your hands.

Ideally, you should have an amount equal to four times your annual salary saved safely for retirement by the time
you are 40. You should have an amount equal to six times your annual salary saved for retirement by the time you
are 50. By retirement at 60-65 years of age you should have an amount equal to, or more than, 10 times your
annual salary saved safely for retirement. By that time you should also be free of debt, with your house paid off 2.

1
2

www.savingsinstitute.co.za/savingstips.htm
www.oldmutual.com/onthemoney

The power of
compound interest
If you save for a long period, the savings will
grow every year. This is because the interest
is added each month or year to the original
money that you have deposited, also called
the initial capital amount. This means that you
will be earning interest on interest. This interest
is called compound interest. Compound interest
is the key to long term growth and wealth.
If you save R1 000 every year in your tin, how much will
you have after 10 years? R10 000.
If you save R1 000 every year in a long term investment
that earns 10% compound interest every year, you will
have R17 531,12 after 10 years!3

Activity 1
If you save R10 every week, how much will you save in a year?
If you save R500 a year in a long term investment that earns 10% compound interest per year,
how much money will you have after five years? Work it out in the table below.
YEAR

New added
savings

Total savings at
beginning of each
year = total balance + new

10% interest per
year = total savings

Total balance
with interest =

x 10/100

total savings plus
interest

savings added

Year 1

R500

R500

R50

R550

Year 2

R500

R1 050

R105

R 1 155

Year 3
Year 4
Year 5

The rule of 72
The Rule of 72 provides an easy way to obtain a rough estimate of how quickly your money can grow based
on a compounded fixed interest rate. Divide 72 by the interest rate you are earning and that will tell you the
number of years it will take to double your money. You can also divide 72 by the number of years you want it to
take to double your money to determine the interest rate you’ll need to achieve this.
Here are a few examples of the Rule of 72 in action:
3
3

3

At 10% interest, your money roughly doubles in seven years: 72 ÷ 10 = 7.2.
To double your money in 10 years, you need an interest rate of 72 ÷ 10 or 7.2%.

www.oldmutual.com/onthemoney
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Activity 2
Let’s practice the Rule of 72: Fill in the table below.
Interest Rate
72 divided by

3%

72 divided by

5%

Number of years needed to
double your investment

72 divided by

6

72 divided by

15

72 divided by

4%

72 divided by
72 divided by

10
6%

72 divided by

8

Remember: the Rule of 72 is a simplified formula and is intended to provide only an estimate; it loses its
accuracy as the interest rate increases.

How to have enough money for long term
goals: save and invest
An ordinary savings account is a low risk saving option, but
it also has a low return, because the interest rate is usually
low. The main advantages of a savings account are that it
requires only a small balance and your money is available
when you need it – its liquidity is high.

Module 2 Saving Money Play-offs

Liquidity may be a factor in the type of savings account you choose.
For example, higher interest rate accounts often require that you do
not withdraw any funds for a period. If you withdraw before the end of
the period, the bank will charge you money, also called penalty fees.
This makes the money in those types of accounts less “liquid” than the
money in an ordinary savings account.
When you want to grow your wealth, there are other types of savings and
investment options that you could consider, such as long term accounts,
property, or shares.
There is always the risk or the chance that an investment might not
grow in value. When an investment increases in value over time, we say
that it appreciates. When an investment decreases in value over time,
we say that it depreciates.

What does it mean?
Money that you put into something
that will grow in value over a longer
period is called an investment.
What you get out of your investment
or the growth of your investment is
called return on investment. The
person who makes the investment
is called the investor.
Liquidity means how easily or
quickly you can withdraw your
money.
Appreciation is the increase in
value of an asset. (See Module
1, Group Matches for a definition
of an asset.)
Depreciation is the decrease in
value of an asset.

In Module 1, Money Matters, in the Qualifying level, we have learnt that it is not just money that has value.
Similarly, not all good investments can be valued in money. Good friends, for example, could last you a
lifetime and their value is far beyond anything that you can buy with money.

For The Teacher
Discuss
Which of the following could increase in value over time?
3
3
3
3

A car			
A piece of land		
A diamond			
A family holiday in Durban

3
3
3
3

Shoes			
Money in a bank account
A painting by a good artist
Education			

3
3
3
3

House
A business
A book
A good red wine

During the activity, encourage learners to explore investments whose value you cannot
measure in money.

Staying ahead of inflation
The term inflation was introduced in the Qualifier section of Module 1. Let’s revisit this term.
Inflation refers to the rise in the general level of prices of goods and services over a period.
Inflation decreases the value of your money, which is why you should look carefully at the interest rate. If the
interest rate of your investment is lower than the current inflation rate, your money will not grow in real terms.
This means that you might have more money after for instance five years, but, because of inflation, that
money will be worth less than your original capital amount.
Inflation is a measure of how much the prices of goods and services
increase from year to year. If you take the average monthly expenses
on groceries, water, electricity, transport, and rent and compare it
with what it cost the year before, it gives you the average percentage
increase per year. This is called the inflation rate.
For example, if the monthly expenses of an average family are R3 500
now and last year it was R3200, then the current inflation rate is:
R3 500 – R3 200 x 100
= 8.6%
R3 500
1
This means that the buying power of your money decreases over time.
Ten years ago, you could buy more with R100 than you can today. The
South African Reserve Bank has set a goal to keep the inflation rate
down to between 3% and 6%.

Activity 3

Work out the examples below, and discuss your answers:

1	If the average monthly expenses in 2008 was R3 200 and in 2007 it was R3 000, what was
the inflation rate between 2007 and 2008?
2	If you save your money at an interest rate of 8% and the current inflation rate is 6%, what
will be the percentage real growth of your savings after a year?
3	What happens if a country like Zimbabwe’s inflation rate goes up dramatically? In January
2008 the inflation rate of the Zimbabwean dollar was 100 580.2%.
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Savings and investment options4
Long term bank savings
Most banks have options where you can save a larger amount of money for a fixed period at
a relatively high interest rate. The bank pays more interest on these investments, because it
can re-invest your money for a longer period in, for example, international financial markets,
and earn high interest from which you then also benefit.
We will come back to the term “international financial markets” further on in this section.

Types of savings accounts
Call accounts: With these accounts your money is on call, which means that you can withdraw it at short
notice (usually not less than 24 hours). Interest rates go up and down during the period of your saving.
3
Fixed deposits: In a fixed deposit account, you cannot withdraw money for a pre-agreed fixed term,
which can range between one month and five years. Normally, the longer the term is, the higher the
interest rate.
3	Notice deposits: In this type of savings account, your money is not invested for a fixed period, but you
can only withdraw the money after you have given notice to the bank. The notice period (for example 32
days) is fixed. The longer the notice period is, the higher the interest rate.
3
Money market: A money market account is a type of savings account offered by banks just like regular
savings accounts. The difference is that they usually pay higher interest, have higher minimum balance
requirements and restrict the number of withdrawals per month.
3

Bank investments have minimum investment amounts that vary from bank to bank. Interest rates will also differ
from bank to bank.
Disadvantages: The main disadvantage of these long term bank savings accounts is low liquidity. You might
suddenly need this money for an unexpected expense and find yourself in a situation where you have to draw
money from a long term investment, paying a high penalty and losing the interest that you had bargained on.
You can avoid the disadvantage by keeping some money in an ordinary savings account.
Risks: The risk that you will not get your capital back from the bank is low. Banks in South Africa are well
regulated as we have seen in Group Matches.
Benefits: You get a higher interest rate, in other words, your money increases faster than in an ordinary
savings account. If you have more than one long term savings account for different term periods, you will have
money available at different times. This is called laddering.
Costs: The bank expects you to leave the money in this type of account without doing transactions or doing
very few transactions. You also pay high penalties if you break the terms and conditions of these accounts.

Module 2 Saving Money Play-offs

In some of these accounts, for example in the money market account, you pay income tax on the interest.
(See Group Matches and Play-offs, Module 1, for a description of what income tax is and how it works).

4
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Shares or stock
You can own shares in a company, which you can buy on the Johannesburg
Stock Exchange (JSE) 5 .
When you buy shares (also known as stock), you actually buy a part of the company. You share with other
shareholders the ownership of the company and you share in its profits and losses. This type of investment
has the highest potential returns, but also the highest risk.
The value of a company’s shares can increase or decrease, depending on how well the company is doing. If
you sell your shares at a higher price than the price you bought it for, you make a profit; if you sell your shares
at a lower price, you make a loss.
If a company is making a profit, it may choose to declare a dividend per share to shareholders. This means
that you are paid a fixed amount per share that you hold in the company. For instance, a company may
declare a 10c dividend per share. If you hold a 1000 shares, it means you will be paid R100. In this manner you
share in the profit of the company.
There is no guarantee of an annual dividend. It depends on how well the company does in which you own
shares.
Shares are traded (bought and sold) on a stock market by agents called stockbrokers. There are many
famous stock markets in the world, such as the JSE (Johannesburg Stock Exchange) and the Dow Jones in
New York.
An investor may invest in a portfolio of shares through a stockbroker, or through a bank. The stockbroker will
buy the shares on the investor’s behalf. A stockbroker charges a fee, which is called a brokerage fee, plus tax.
It is now possible for an investor to open an account with a stockbroker via the internet. Buying and selling
instructions can be sent by e-mail to the stockbroker.
To calculate the investment value of shares we need to
distinguish between:
3
3

Capital gains or losses through the increase or decrease of the
share value; and
Dividend pay-outs.

When you decide to buy shares, you should have an idea of:
3
3

What percentage dividend you expect to get each year; or
How much you expect the company to grow each year.

If you do not have this knowledge, you will need a financial adviser to
help you. Or, you could play it safe, and invest in the top shares of the
country.
Investment in shares is risky, but it has the potential of high returns.
Lower risk investments tend to have lower returns, and higher risk
investments tend to have higher returns. All stock markets go through
highs and lows. This means that in the time of a high market (also
called a bull market) your investment will grow well, but in the time
of a low market (also called a bear market) your investment will lose
value. The best advice is to invest for the long term.

5

http://www.jse.co.za/Home.aspx accessed 12 April 2010
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For The Teacher
Bring a few newspapers to the class and let the learners familiarise themselves with shares and share
prices. You could also let them select a few shares and follow their price movement over a period of a few
weeks. Help the learners to find articles that give reasons for the upward or downward movement of shares.

Unit trusts
A unit trust, or a mutual fund, is a basket of different
types of investments that is managed by a fund
manager. When you buy unit trusts you become a
unit trust holder.
The value of the unit is determined by the total value of all the
investments, divided by the number of units.
Unit trusts6 are a way to buy the shares of several companies
at the same time. When you buy unit trusts, your money is put
together with other people’s money, and is used to buy and sell
shares.
Although unit trusts often grow in value over time, there is no guarantee that they will grow in value. If the
companies whose shares you bought do not perform well, or if the stock market “crashes”, your unit trusts
could go down in value.
Unit trust investments must be a long term investment where you are prepared to ride out the ups and downs
of the financial market. If you sell them when the market is low, you will lose money.

Pension and provident funds
We have already discussed pension and provident funds in Play-offs of Module 1,
but we will revisit them here. Pension and provident funds are savings schemes for retirement:7
3	Every month the employer will deduct an amount from an employee’s salary as a contribution to the

pension fund. On retirement the employee will receive a pension, of which a third might be a once-off
payment (also called a “lump sum”) and the rest will be in the form of a monthly amount.
3	A provident fund works the same, but the member may receive the full amount as a lump sum on
retirement.
When you resign from your job, but want to keep the benefits for retirement, you can put your money in a
preservation fund. Preservation funds have the same benefits as a pension or provident fund, but they take
only one single contribution. Members are not allowed to make further contributions.

Module 2 Saving Money Play-offs

Pension and Provident Funds must be registered with the Financial Services Board.
Some employers, such as smaller companies, do not offer a pension or provident fund. In that case, you need
to arrange your own pension fund through an accredited financial adviser. A retirement annuity is a private
pension fund. You can contribute to a retirement annuity until the age of 70.

Own business
In Module 1 we discussed the capital that you need to start up a business. Setting up your own business is
also an investment. If the business does well, you can sell it at a price that will give you a good return on your
investment.

6
7

http://savingsinstitute.co.za/sivehicles.htm accessed 13 December 2009.
http://savingsinstitute.co.za/sivehicles.htm accessed 13 December 2009.

Hard assets
Collectors’ items such as rare coins, plants, Persian carpets and precious stones are called hard assets.
Because they are rare, they tend to grow in value over time and are therefore regarded as investments. See
the example of the Nelson Mandela R5 in Module 1, Qualifiers.

Property
The house you own and live in is not an investment; it is an asset, because you will always need a house to live
in. You can, however, buy a second property or land as an investment and rent it out.

Managing the costs of
savings and investments
3	A financial adviser, or a stockbroker, makes money on the investments that he/she advises you to make.

You will have to pay the adviser or stockbroker administration fees and commission.

3	Ask to see the administration fees and the adviser or broker’s commission upfront for any policies or

3

investments. Make sure that you know beforehand how much of your money goes into expenses and
how much is actually invested for you.
Be wary of annual increases in these fees. Work out how much it will be.

Managing the risks of
savings and investments
Rule 1

Financial advisers should be registered and their advice and conduct is regulated by law. This
means that the law has strict rules that financial advisers must follow. Only make use of a financial
adviser who is registered with the Financial Services Board (FSB). It is the safest to use one from a
financial institution with a good reputation.

Rule 2 	
Do not rely on your high risk investments for unexpected expenses, because if you have to sell
your investment at the time of a low market, you will lose a lot of money.
Rule 3

 o not put all your hopes on one player; put your money in different types of investments. This is
D
called to diversify or diversification.

Rule 4

 nly save your money with reputable financial institutions. Do not save money with people who
O
promise very high interest rates. Many people have lost all their life savings by putting their money
into a scheme that went bankrupt.

	Be particularly wary of pyramid schemes8. Pyramid schemes are illegal because they are
fraudulent or a fake way of making money. The victim makes one initial payment and then has to
recruit other people to make this initial payment as well. The victim gets “a cut” of the payment of
the people he has recruited and therefore “makes money”. Pyramid schemes seldom involve any
real goods or services. The person behind the pyramid scheme makes the real money.
Rule 5

 on’t take financial advice blindly. Shop around for the best interest rates and the lowest charges.
D
Be careful not to be talked into investments that will make the adviser rich and you poor.

Rule 6

 heck your savings accounts and investments regularly to make sure that they are still growing.
C
It will sometimes be necessary to sell an investment that is not doing well, and re-invest, but you
must be very careful, because it could be a short term problem.

8

http://en.wikipedia.org/wiki/Pyramid_scheme
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Tips for saving
In this module we have discussed various aspects of saving.
Below are some tips9 for saving that goes beyond putting away money:
Don’t buy things you don’t need and don’t try to keep up with friends and neighbours.
3	Don’t waste anything. Pass old clothes and toys on to your younger brother or sister or sell them. You
could also give your old clothes to charity.
3
Look after the things you have so that they can last long.
3
Start saving for your retirement years NOW.
3	Use credit (see Module 4) sparingly. It is cheaper to buy something with money that you have saved than
with borrowed money.
3
Avoid debt and pay off your debt as fast as you can.
3
Compare prices and benefits. Shop around to get the best deal.

Module 2 Saving Money Play-offs

3

9

www.savingsinstitute.co.za/savingstipsbrochure.htm

Questions
Quiz
What is 1% of a salary of R3000?

1

a

R30

b

R3

c

R300

d

R10

When should you start saving for retirement?

2

a

When you are 40

b

10 years before you retire

c

When you get married

d

Now

If you buy shares, you:

3

a

Buy a part of a company

b

You will make money

c

You may receive a dividend if the company makes a profit

d

a and c

Let’s see how smart you are
Scenario 1:10

In the table below, fill in the goals that you have identified for yourself.
Write down short, medium and
long term goals

By when do I want
to achieve these
goals?

How much
money will I
need?

What must I do to
get the money?

In the short term I would like to:
3
3
3
3
3

In the medium term I would like to:
3
3
3
3
3

In the long term I would like to:
3
3
3
3
3

10
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Work it out
Plan your personal financial savings plan to achieve these goals. Use the table below.
1)

Things I want to save for:

In the next three months

In the next two years

In the next three to five years

In the next six to twenty years

2)

My monthly income is:			
1% of my monthly income is:		
5% of my monthly income is:		
10% of my monthly income is:		
15% of my monthly income is:		

R
R
R
R
R

I am aiming to save R …..........… per month.
This is ……………% of my monthly income.
By …………………….. (date) I want this to increase to ……………….. % of my income.
3)

I am going to discipline myself by …………………………………………………………………………………..

4)

I am going to put my savings into:

In five years’ time I will also be looking at the following types of investments:

5)

I will get financial advice from

6)

I will protect myself from people who want to misuse my money by

7)

I will review my savings plan on ……………………………. (date)

Answers
Quiz
1

a

2

d

3

d

Activity 1
YEAR

New
added
savings

10% interest per
year = total savings x
10/100

Total balance with
interest = total
savings plus interest

R500

Total savings at
beginning of each
year = total balance +
new savings added
R500

Year 1

R50

R550

Year 2

R500

R1 050

R105

R 1155

Year 3

R500

R1655

R165.50

R1820.50

Year 4

R500

R2320.50

R232.05

R2552.55

Year 5

R500

R3052.55

R305.26

R3357.81

Activity 2
1

24 years

2

14.4 years

3

12%

4

4.8%

5

18 years

6

7.2%

7

12 years

8

9%

Activity 3
1

6.25%

2

2%

3

You end up having to pay millions of Zim Dollars for a loaf of bread11.

11

http://www.issafrica.org/pgcontent.php?UID=27182, accessed 12 April 2010
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PLAY-OFFS Q&A
1

6

What is an investment?

If a loaf of bread cost R3 last year, and

a A saving method

it now costs R3,21, due to inflation, what

b A borrowing method

was the inflation rate?

c Money you put into something that you

a 7%

expect will grow in value over a longer

b 3%

period

c 1.7%

d a and c

d 21%
CORRECT ANSWER a

CORRECT ANSWER d

2

7

With investments, “long term”

Liquidity is:
a The increase in the price of food

generally means:

b How quickly and easily your money can

a 1-3 years

be made available for you to use

b 1-5 years

c A new way of making money without

c 5-10 years

working too hard

d 5 to 30 years

d Another word for budget
CORRECT ANSWER d
CORRECT ANSWER b

3

Compound interest is interest:
a Earned from a tax-exempt investment

8

your money at an interest rate of 8%, the

b That decreases over time

real growth of your investment will be:

c That does not show up on a monthly

a 2%

statement

b 8%

d Earned on interest

c 14%
CORRECT ANSWER d

4

If the inflation rate is 6% and you invest

d 0%

Riskier investments ___________than
safer ones.

CORRECT ANSWER a

(Fill in the blank space.)

9

Inflation is:

a Often have higher potential earnings

a Another word for interest

b Generally cost more

b The fall in the general level of prices of

c Generally cost less

goods and services over a period of time

d Are taxed less

c The rise in the general level of prices of
goods and services over a period of time
CORRECT ANSWER a

d All of the above

Diversification is when you:
a Spread your money across several types
of investments

CORRECT ANSWER c

10

b Use more than one bank
c Buy shares in South Africa’s 100 largest
companies

The main disadvantage of long-term
bank savings accounts is ____________.
a Low interest
b The risk that you might lose your money

d Buy property in different countries

c Lack of liquidity
d Costs
CORRECT ANSWER c

CORRECT ANSWER a

5

The total interest earned on R1 000

17

saved for two years at 10% compounded

a Withdraw the money whenever you want

interest annually is:

b W ithdraw the money after a fixed five-year
term

a R20
b R200

c Only withdraw the money via an ATM

c R210

d W ithdraw the money only after you have

d R100

given the bank at least 24 hours’ notice

CORRECT ANSWER c

CORRECT ANSWER d

12

A money market account is:
a A place where people buy and sell money

18

b Your money must stay in the account for a

c Insurance policy

fixed term
c You must give 32 days notice to the bank

CORRECT ANSWER b

d Form of tax

In a fixed deposit account:
a You can draw money at any time

b A type of savings account

13

In call accounts you can:

before you can draw money.

If the inflation rate is 10% and you buy a

d You cannot withdraw money at all

pair of shoes for R100, how much money
will you need next year to buy the same

CORRECT ANSWER b

pair of shoes?

19

a R110

of an investment.

b R1000

a All below

c R90

14

b Shares in a company
c A call account

CORRECT ANSWER a

d R200

____________ is an example

d Retirement annuity

The stock market could rise and fall in:
a A day

CORRECT ANSWER a

b A week

20

c An hour

15

deposit account for different term
CORRECT ANSWER d

d All of the above

periods, you will have money available

A share buys you:

to you at different times. This is called:

a Part of a company

a Investing

b Part of a bank

b Laddering

c Money

d Spending

CORRECT ANSWER a

If you withdraw money from a fixed
deposit account before the term of
maturity ends:

21

You should aim to pay off a
house completely:
a Before you die

a Nothing happens

b Before you are 55 years of age

b Your interest rate goes down
c You are usually charged a penalty
d It automatically resets to a new term
CORRECT ANSWER c

16

c Speculating
CORRECT ANSWER b

d Profits

When you have more than one fixed

c Before you are have your first child
d Before you marry
CORRECT ANSWER b

11
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28

The following are hard assets:
a Rare coins

a Your money grows in your savings account

b Persian carpets

over time

c Precious stones

b Your car loses its original value over time

d All of the above

c Your house is worth more money now than

CORRECT ANSWER d

the day you bought it

Name different types of long
term savings accounts that you
can open at a bank:

29

save for retirement and avoid debt.

b Fixed deposit

a True

c Call account

b False

30

rate (if bank costs are not taken into
consideration).

CORRECT ANSWER d

year, after 10 years you will have:

a 7.2%

a R10 000

b 0.172%

b R11 000

c 0.72%
d 0.1%
CORRECT ANSWER c

Pension and provident funds are

31

b R800

a A funeral

c R80
d R1 000

c A wedding

32

a Put all your money in one investment type

CORRECT ANSWER b

a To ensure your children have money if

for safe-keeping

you should die unexpectedly

b Choose high risk investments to save for

b To pay for the medical expenses you had

unexpected expenses

before you died

c a and b
d Diversify
CORRECT ANSWER d

33

Appreciation is:
a The increase in value over time
b The decrease in value over time
c The increase of money in your account

Unit trusts are:
a A basket of different types of investments
b Long term investments
c Investments whose value depend on the
level of the share prices
d All of the above

CORRECT ANSWER d

over time
CORRECT ANSWER d

d Both a and c

CORRECT ANSWER d

c To be able to enjoy life

27

How should you manage
the risk of investments?

Why do you need life insurance?

d Both a and b

CORRECT ANSWER b

b Retirement

26

How much is 10% of R8 000?
a R8

savings schemes for ____________.

d House

CORRECT ANSWER a

c More than R17 000
d R1 000

To double your money in 10 years would
require earning a ___ compound interest

If you save R1 000 every year in a long
term investment that earns 10% every

25

When you save, you should remember to

a Money market

d All of the above

24

d Both a and b

CORRECT ANSWER a

23

Depreciation is when:

CORRECT ANSWER b

22

To estimate roughly how long it will

39

The shorter the notice period in a

take your savings to double, divide

notice deposit account, the higher

the number 72 by ___________.

the interest rate.

a The initial amount deposited

a True

b The dividend amount

b False

c The interest rate

CORRECT ANSWER b

d The savings account balance
CORRECT ANSWER c

35

40

A unit trust, or a mutual fund, is a basket
of different types of investments.

What should you do to manage

a True

the risk of investments?

b False

a Only make use of a registered financial
adviser

CORRECT ANSWER a

b Do not rely on high risk investments for
unexpected expenses
c Only save your money with reputable
financial institutions

Compound interest grows more rapidly
than simple interest.
a True
b False

d All of the above
CORRECT ANSWER d
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CORRECT ANSWER a

34

Most savings accounts today earn:
a Simple interest
b Compound interest
c Negative interest
d Bonus interest when you sign up
CORRECT ANSWER b

37

The Rule of 72 informs us that at 8%
interest it will take ___ years to double
your investment.
a 11
b 10
c 9
d 5
CORRECT ANSWER c

In a bull market the price
of shares in general:
a Goes down
b Goes up
c Stays the same
d Doubles
CORRECT ANSWER b

38
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MODULE THREE
QUALIFIERS

Managing
Money

Overview

At the end of this section the learner will be
able to understand the importance of careful
planning, budgeting and spending to reach
financial goals.
Time Allocation
One lesson of 45 minutes

Learning Areas
Economic and Business Sciences, Mathematics and Life Skills

Learning Outcomes
After discussing this level, the learner should be able to:
•
•
•
•

Understand the concept of budgeting;
Draw up a basic budget;
Make provision in a budget for longer term goals, and
Know how to keep track of expenses.

Materials
The following websites can be searched for financial terms:
•
•
•

The South African Savings Institute: http://www.savingsinstitute.co.za
http://www.oldmutual.co.za/about-us/transformation/financialeducation/financial-educ.-programmes/on-the-money.aspx
http://www.sanlam.co.za (Be in control of your day to day finances)

Answers to exercises appear on the last pages of this section.

Qualifiers
In Modules 1 and 2 you have learnt how to earn money. You earn money so
that you have money to pay for the things you need and want. You have to plan
carefully about how you spend your money, to make sure you have enough
money for what you need and want.
The first principle of managing your money was discussed in Module 2: pay yourself first, therefore save.
The best way to make sure you spend carefully is to plan your spending and to know at all times exactly what
you spend money on.
You plan your spending and saving by drawing up a budget, in which you write down exactly how much
money you get in (INCOME) and listing all the things you have to pay for (EXPENSES).
However, sometimes we want things now, and do not want to save – a new cellphone now might make
you happier than to save money. The problem is, if you do not plan carefully and save for your plans, you
might have a new cellphone every year, but you might not have saved enough money for a deposit on a car in
five years’ time. If you borrow money now to buy something, the same thing will cost you more by the time you
have paid it off. For example, if you buy a cellphone for R500 and pay it off, it could cost you R600 in the end.
If you buy it with money you have saved, it will only cost you R500.

For The Teacher
Discuss
Do the learners use budgets? If so, how do they do their
budgets at the moment? What do they think should be included
in a budget?
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Where do they get money from? (All money they receive is part
of their income, even R30 for washing a neighbour’s car.)

What does
it mean?
Expenses are all the
things you have to pay
money for.
The balance is what is
left after you subtract
the expenses from the
income.
A budget is a plan
of your income and
expenses over a
specific period.

What is a budget?
A budget will help you plan:
3
3
3

Your savings.
Your expected expenses.
Your unexpected expenses.

A budget will help you to:
3
3
3
3

Know what you are actually spending your 		
money on;
Decide what is important to you and what 		
needs to be changed;
Plan how to use your money in the future; and
Take control of your finances.

You draw up a budget by making a list of your
sources of money (INCOME) and all the money
you spend (EXPENSES).
The basic principles of a budget are:
3
3
3

Pay yourself first: SAVE.
Make provision for all the expenses you know
will happen.
Make provision for unexpected expenses 		
that might happen.

Here is an example of a simple budget:
(In Group Matches and Play-offs we will look at more advanced budgets.)

Thato’s Budget – March 2010
ITEM

BUDGET AMOUNT

Allowance/Pocket money

R800

Part-time job

R400

TOTAL INCOME

R1 200

Savings

R120

Taxi

R200

Lunch/food

R300

Airtime for cellphone

R100

Clothes

R200

Movies and games

R150

Pay back loan from friend

R50

TOTAL EXPENSES

R1 120

BALANCE (Income minus expenses)

R80
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Thato should think about his budget before he spends his
money. For instance, if he goes out one night and feels like
having a “boerewors” roll, he should ask himself: “Do I still have
money left in my budget to buy a roll?” If he has money left, he
can buy the roll. If not, he should not buy the roll. Thato has R80
left in his budget (the BALANCE) for March 2010, so he could buy
the roll.
To know how well you stick to your financial plans and your
budget you have to keep a record of exactly what you spend.
You write these expenses in your budget at the end of the month
in a column called “Actual expenses”. You subtract (minus) the
actual expenses from the amount in the budget, and write that in
the column called “Difference”.
If there is no difference, it means you have spent exactly 		
what you have budgeted for.
3	If the difference you have is a minus (-) amount, it means
you have spent more than what you budgeted for.
3
If you have a plus (+), it means that you have spent
less than what you budgeted for.
3

In the next example you will see that Thato had a good month at his part-time job, because he earned R100
more than what he had expected.
Here is an example of Thato’s actual expenses against his budget for April 2010.
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Thato’s actual expenses against his budget – April 2010
Item

Actual

Budgeted

Allowance/Pocket money

R800

R800

Part-time job

R500

R400

TOTAL INCOME

R1 300

R1 200

Savings

R50

R120

Transport

R200

R200

Lunch/food

R250

R300

Airtime for cellphone

R260

R100

Clothes

R150

R200

Movies and games

R320

R150

Pay back loan from friend

R50

R50

TOTAL EXPENSES

R1 280

R1 120

BALANCE

R20

R80

Activity 1
1	On which items did Thato spend more than he
budgeted for?
2	On which items did he spend less than he budgeted for?
3

For The Teacher
Discuss
Did Thato spend his money
wisely? Where did he make
mistakes?

Did he follow the principle of “Pay yourself first”?

You have to adjust your
budget from time to time1
You have to look at your budget regularly, and
adjust it if things change. What would Thato
do if, for instance, he loses his part-time job
and his income reduces?
You also have to think of your future plans and make
sure you save enough to be able to meet your financial
goals. Remember that you have set your own goals,
so it is up to you to meet them.
It might mean going without some of the things you
want, which will be difficult in the short term, but you
will be glad in the long term if you meet your financial
goals. Remember that you set your own goals, so it
is up to you to meet them.
You will only be able to fill in the “actual expenses”
column on your budget if you know what you have
spent. Therefore, keep the slips of all your expenses,
as well as all of your bank and ATM transactions, and
use these when you update your budget at the end of
the month.

1

http://www.sanlam.co.za (Be in control of your day to day finances)
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Activity 2
Draw up a budget for Thato if he loses his part-time job.

May 2010
ITEM

BUDGET

Allowance/Pocket money

R800

TOTAL INCOME

R800

Save

R

Taxi

R

Lunch/food

R

Airtime for cellphone

R

Clothes

R

Movies and games

R

Pay back loan from friend
TOTAL EXPENSES

R
R

BALANCE

R

Activity 3
Now help Thato to draw up a budget again: he found a new part-time job and earns R550 per
month EXTRA!! He wants to buy a new cellphone, and will need to save R2 000 over the next six
months to buy it.
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Thato’s Monthly Budget For June – November 2010
ITEM

BUDGET

Allowance/Pocket money

R800

Part-time job

R550

TOTAL INCOME

R1 350

Save

R

Save for a new cellphone

R

Transport

R

Lunch/food

R

Airtime for cellphone

R

Clothes

R

Entertainment

R

Pay back loan from friend

R

TOTAL EXPENSES

R

BALANCE

R

Take control of your money
To learn to budget is a very important life skill. To budget successfully you only need the will to take control
of your money, a calculator, some paper and a pen. It’s really easy.
Write down all the money you get in.
Write down all your expenses: what you spend and what you have to pay back on loans.
Work out your income minus your expenses.
Work out a budget you can stick to.
Check at the end of the month if you have spent what you budgeted for. If not, decide:
		 - Where you can reduce your expenses on unnecessary items.
		 - Whether your budget is perhaps unrealistic.
		 - Whether you have to change your budget.
3
3
3
3
3

Activity 4
Draw up your own budget.

Month
ITEM

BUDGET

Allowance/Pocket money

R

Part-time job

R

TOTAL INCOME

R

Save

R

Transport

R

Lunch/food

R

Airtime for cellphone

R

Clothes

R

Entertainment

R

Other expenses

R

TOTAL EXPENSES

R

BALANCE

R

If you spend too much, work out a plan; don’t just say “I must spend less!”
A plan could look like this:
I spend too much on:

I can spend less if I:

Cellphone
3
Takeaways
3
			

3
3

SMS rather than phone.
Buy takeaways only once a month and rather
prepare food at home.

Activity 5
Draw up a plan of how you can spend less on specific items of your budget.
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Questions
Quiz
1	A budget is a good idea because:

2

3

a

It helps you decide what to spend money on

b

It helps with self-discipline

c

It helps you to achieve your financial goals

d

All of the above

The best way to make sure you spend carefully is:
a

To spend as little as possible

b

To save a lot

c

Keep track of what you spend money on

d

Spend only R50 at a time

A budget:
a

Compares your monthly income and expenses

b

Shows your bank account balance

c

It is something you get from your bank

d

Only applies to businesses and the government

Let’s see how smart you are
Scenario 1
Nthabiseng is spending more than her income. She wants to save more money and has to decide what
expenses she can cut down on. She has to decide on one of the following:
3

School shoes

3

Movies

3

New watch

3

School exercise book

What would you recommend to Nthabiseng?

Scenario 2
Lulama cannot cover all her expenses with her income. She analysed her expenses and she spends only on
things she really needs. She works as a seamstress at a factory. What would you recommend to Lulama?

Answers
Quiz
1

d

2

c

3

a

Let’s see how smart you are
Scenario 1
Use money for needs first. Therefore, buy the school items first and then spend money on the wants like
movies and a new watch.

Scenario 2
Lulama could try to increase her income by taking in sewing, or she could look for a position (job) that has a
higher salary.

Activity 1
1

Thato spent too much on movies and games as well as on airtime for his cellphone.

2

He spent less than he budgeted for on clothes and savings.

3

He did not pay himself first, because he saved only R70, although he budgeted to save R120.
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QUALIFIERS Q&A
__________ is an example of a “need”

7

A budget:

expense rather than a “want” expense:

a Might be difficult to stick to

a A new watch

b Will help you reach your financial goals

b Going to a movie

c Help you know what you spend money on

c School fees

d All of the above
CORRECT ANSWER d

1

d A cellphone ring tone download
CORRECT ANSWER c

2

8

a Something that costs you money

__________ is a good way to save on

b Part of your budget

monthly expenses:

c A pizza

a Not paying your municipal account

d All of the above

b Buying jewellery online

CORRECT ANSWER d

c Watching less television

9

d Eating at home

You have R200 in your account and you
spend R75. What is your new balance?

CORRECT ANSWER d

A budget includes:

a R175

a Monthly income

b R150

b Fixed expenses

c R125

c Variable expenses

d R100
CORRECT ANSWER c

3

An expense is:

d All of the above
CORRECT ANSWER d

4

10

If you do not get a receipt after making
a purchase, you should:

A budget is a good idea because:

a Write down the amount as soon as you get

a It helps you decide what to spend

home

money on

b Ask the teller to give you one

b It helps with self-discipline

c Guess what you spent at the end of the

c It helps you to achieve your financial goals

week

d All of the above

d Not worry, as long as you have money left
in your bank account
CORRECT ANSWER d

The balance on a budget is:

CORRECT ANSWER b

11

a The amount you have at the beginning

how much would you have left?

b What is left after you subtract the

a R8

expenses from the income

b R12

c Your expenses

c R18

d Your income

d R22

CORRECT ANSWER b

A budget must have a column for:

12

A need is:

a Past years’ expenses

a Something you would really like to have

b Actual expenses

b Something you cannot do without

c Future income

c Wanting to have something now

d Tax

d Something only other people have
CORRECT ANSWER b

CORRECT ANSWER b

6

If you had R25 in your wallet and lost R7,

CORRECT ANSWER c

5

13

One of the first steps you should take

18

Which of the following is

to manage your finances is:

responsible spending?

a Set up a monthly budget

a Spending money on an overdraft

b Open a credit card account that offers

b Buying items on sale, even if you do not

reward points

need them

c Rent a safety deposit box

c Buying something that is included in your

d Buy new clothes if they are on sale

budget
d Always shopping at discount stores
CORRECT ANSWER c

CORRECT ANSWER a

14

An example of a want is:

19

Which of these is NOT a good
financial habit?

a Transport money

a Saving money for an unexpected

b School uniform

emergency

c Prepaid electricity

b Spending more than what you budgeted

d New shoes

for
c Revising your budget when your income
changes

CORRECT ANSWER d

d Keeping track of your expenses

What is the easiest way to fix a budget
where income is less than spending?
a Spend more

CORRECT ANSWER b

15

20

Which of these is the most important
tool for managing finances?

b Spend less

a A budget

c Reduce taxes

b A credit card

d Increase interest earned

c A consolidation loan
d A stock portfolio
CORRECT ANSWER a

CORRECT ANSWER b

Which is an example of something

21

your income:

you “want” rather than “need”?

a Keep a record of your expenses

a New video game

b Have two budgets

b Cough medicine

c Spend more

c School textbook

d Spend less

d New shoes to replace

CORRECT ANSWER d

a pair you outgrew
CORRECT ANSWER a

22

A budget is a plan that lays out what
you will do with your money.

The rules of good financial

a True

management are:

b False

a Spend wisely
b Save regularly

23

c Invest wisely

If you have a budget you do not have to
keep a record of your expenses.

d All of the above

a True
b False

CORRECT ANSWER b

CORRECT ANSWER d

17

If your expenses are more than

CORRECT ANSWER a

16
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24

When creating a budget, you should

31

Food and clothing are two “needs” that

weigh your “needs” versus your “wants”.

should be included in a monthly budget.

a True

a True

b False

b False
CORRECT ANSWER a

If you buy one R2 chocolate a week,
in one year you would spend R25.

CORRECT ANSWER a

25

32

Your budget will never change,

a True

even if your circumstances change.

b False

a True
b False
CORRECT ANSWER b

26

If you withdraw R45 from a R100 savings
account, your remaining balance is R65.

CORRECT ANSWER b

33

a True
b False

control of your money.
a True

CORRECT ANSWER b

27

A budget will help you to take

b False

It is sometimes difficult to save.
a True
b False

CORRECT ANSWER a

34

not a want.

CORRECT ANSWER a

28

To hire a computer game is a need,
a True

It is not necessary to get a receipt

b False

when paying an account in cash.
a True
b False

CORRECT ANSWER b
CORRECT ANSWER b

29

35

Budgeting is a good way to plan for
expenses that happen every month.

A school uniform is considered

a True

an “expense”.

b False

a True
b False

CORRECT ANSWER a
CORRECT ANSWER a

You have to set money aside for
your financial goals when you draw
up a budget.

36

Every person’s budget will look
exactly the same.
a True
b False

a True
b False

CORRECT ANSWER b

CORRECT ANSWER a

30

A good budget helps you to pay for what

43

You must check your budget every

you need and save for what you want.

month to make sure you stick to it.

a True

a True

b False

b False

CORRECT ANSWER a

37

CORRECT ANSWER a

44

Expenses mean how much

A budget encourages you to

money you get in.

save with discipline.

a True

a True

b False

b False

CORRECT ANSWER a

38

CORRECT ANSWER b

39

45

A budget must have a column

A budget is considered balanced when:.
a Your expenses are not more than your

for actual expenses.

income

a True

b All of your money is accounted for

b False

c You pay your accounts on time
d You can afford your lifestyle
CORRECT ANSWER a

A budget should not allow for

CORRECT ANSWER a

40

46

nice things you want.

A weekly allowance and a monthly
pay cheque are both examples of:

a True

a Interest

b False

b Expenses
c Income
d Needs

CORRECT ANSWER b

Your budget must help you

CORRECT ANSWER c
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47

Expenses in a budget are:

meet your financial goals.

a Necessary things you spend money on

a True

b Monthly accounts

b False

c Store card payments
d All of the above
CORRECT ANSWER d

CORRECT ANSWER a

You should revise your budget regularly.

48

A wise thing to do if your income is

a True

more than your expenses is to:

b False

a Spend the difference
b Save the difference
c Try to earn more
d Write down your actual expenses
CORRECT ANSWER b

CORRECT ANSWER a

42
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49

Groceries, prepaid electricity
and rent are all:
a Liabilities
b Wants
c Expenses
d Assets
CORRECT ANSWER c

If a purchase is considered a
“want” and not a “need”:
a You should buy it with a credit card
b You should buy it with a debit card
c You should think carefully if you
can afford it
d You shouldn’t buy it
CORRECT ANSWER c
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MODULE THREE
GROUP MATCHES

Managing
Money

Overview

At the end of this section the learner will be
able to understand a few transactional bank
products and their uses. They will also learn
about bank charges, and how to use bank
products in the best way.
Time Allocation
Three lessons of 45 minutes each

Learning Areas
Economic and Business Sciences, Mathematics and Life Skills

Learning Outcomes
After discussing this level, the learner should be able to:
•

•
•
•

Understand what the following bank products and tools entail and
how it could be used: prepaid card, debit card, debit order, current
account and credit card;
Understand, and be able to calculate, the costs and charges of
using bank products;
Know how to read a bank statement, and
Understand the importance of card security.

Materials
The following websites can be searched for financial terms:
•
•

http://www.oldmutual.co.za/about-us/transformation/financialeducation/financial-educ.-programmes/on-the-money.aspx
All the websites of the banks, for instance: www.absa.co.za,
www.capitec.co.za, www.fnb.co.za, www.nedbank.co.za,
www.standardbank.co.za.

Answers to exercises appear on the last pages of this section.

Group
Matches
Paying with cash
There are advantages of using cash to pay for
things. The most important advantage is that you
can count your money and know immediately how
much you have.
There are also no service charges if you take the cash out
of your wallet to use. But there are a number of problems
and risks associated with cash:
3
3
3
3

If you lose it or someone steals it, you cannot get it back.
It could be destroyed in a fire or a flood.
It is more difficult to keep record of your spending.
It costs money to draw cash from your
account at an ATM.

What does it mean?
You do a “balance enquiry” when you want to find
out how much money you have in your account.
If you “transfer” money you send money from your
account to another account.
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A minimum balance is the least amount of money
you must have in your account to keep it open.
Electronic transfer: money is moved from one
account to another, using an ATM or the internet.
If you deposit money, you put it into an account.
If money is deducted from your account, it is taken off or subtracted.
A PIN is short for “Personal Identification Number”. It is normally
a four or five digit number that you have to put in (enter) before you
can use the card. This number identifies you as the person who chose
a number to use the card. The PIN is selected to identify you, and if
someone else uses the PIN, the machine will think it is you.

For The Teacher
Discuss
How do the learners pay at a
shop? Which bank products do
they use? Which products have
they heard of before? Which
products would they like to
know more about?

Bank products
Banks have developed many products that
can help you to manage your money. It is
difficult to choose between all the banking
products that are available if you do not know
the advantages and costs of each of these
bank products. In this module we will explain
the various products, to enable you to choose
the products that would work best for you.
Banks also offer you many payment options if you
don’t want to pay cash. If you know exactly how this
works, you can choose the methods that work best
for you. Some of the methods are described in this
section, the rest in the Play-off section.

Prepaid card or cash card
A prepaid card works the same way as a prepaid
cellphone card: you put money on the card and
then you can use it.
You or someone else (like your parents or employer) can deposit money into the card electronically or by
depositing cash or a cheque at the bank.
You do not need a minimum balance. You can use all the money in the account, and deposit again when you
have money available.
You can check your balance on the card at the ATM, draw cash and send (also called transfer) money to
someone else. You can also pay accounts and use it in shops.
It is therefore similar to cash, just safer and easier. Another benefit is that you cannot get yourself into debt
with this card, because you can only use it if you have money on the card. In this way, it helps you to manage
your budget.
Once you have put money on your prepaid card, you can use it at any till that accepts electronic payments.
Firstly, you give the teller your card. The teller will ask you “cheque or savings”, and you say “savings”. You
then type in your PIN. The price of what you are buying is then subtracted from your balance. The amount is
taken out of your account and paid over to the shop immediately.

Cost of a prepaid card
You normally pay a once-off fee to get the card. There are normally no monthly fees,
but you pay a fee when you deposit money. The fee is a small percentage of the deposit.
Normally you do not earn interest on the money in your card.
If you lose your card, it is important to phone the toll-free number of the bank immediately and
report the loss. The bank will then replace the card for a fee.
As with all your PIN numbers, you must never give it to anybody. Anybody who knows your PIN can use your card.
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Current account
A current or cheque account is another bank product. When you open a current account you
normally get a card. You can also get a cheque book.
A cheque is like a letter to the bank. It tells the bank to take the amount written on the cheque from the
account of the person who wrote out the cheque and give this amount to the person presenting the cheque.
The bank will give the money either as cash or pay it into his/her account.
Very few people use cheques these days, because electronic banking is so much easier. The bank charges
on a cheque are also very expensive. A cheque can also easily be forged by dishonest people. Many shops
don’t accept a cheque any more.
If you get paid with a cheque, you can deposit it into any of your accounts. Remember that the money of a
cheque deposit is not immediately available, because it takes a few days to clear the cheque. This means
that your bank must get the money from the account of the person who wrote out the cheque before they will
pay the money into your account. You could link your cheque account to a cheque card, which works almost
the same as a debit card.

Debit card
A debit card is linked to your current account or your savings account.
You can do more things with a debit card than with a prepaid card, and it has the following benefits:
3	Pay for your shopping, airtime and for food at fast food outlets.

Withdraw cash at shops such as Pick ‘n Pay, Spar, Shoprite and Checkers when you shop there.
This is called “cash back”.
3
Use it at an ATM to do a balance enquiry, draw cash and transfer money.
3	Pay accounts such as electricity, water and telephone with your debit card at shops like Spar, Shoprite,

Pick ‘n Pay and Checkers.

A debit card is a bank card that allows you to have access to your money and use it. It transfers the money
from your account to the shop immediately when you make payment. It’s a bit like using cash, but it is much
safer and more convenient to carry a debit card than it is to carry cash. You can also use it to pay accounts,
draw money and transfer money at an ATM. If you lose your card or it is stolen, you do not lose the money in
your account. It is very important to phone your bank immediately to let them know your card is lost or stolen.
You can then get a new card at your bank. This will cost you a fee, so try to keep your card safe.
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You must have enough money in the account to cover the cost of what
you are buying. If you do not have enough money in your account, the
transaction will not go through – it will say ‘’declined’’ or ‘’insufficient funds’’.
This means that the shop you are buying from will not give you the goods.

Cost of a debit card

You normally pay a once-off fee to get the card. There is normally
a small service fee charged to your account for every transaction.
Your bank must tell you what this cost is.

Credit card
A credit card is a “buy now, pay later” tool. A credit card allows
you to buy things now and pay it back later. You get a credit limit
for how much you can buy.

What does
it mean?
Credit limit: The amount of
money the bank will allow you to
use on the credit card.
Minimum payment due: You
have to pay this amount before
the date given on the statement.
Due date: The date when your
payment must be made.
Outstanding balance: The
total amount due minus the
minimum payment.

A credit card is a wonderful product, but it is a big risk if you don’t think carefully before you use it. There is
always the temptation of buying something when you want it, even if you have not budgeted for it.
If you manage your credit card well by at least paying off the minimum amount every month, it will help to build
a good credit history for you. The importance of this is explained in Module 4, Borrowing money.
One of the big problems with a credit card is that you could use all the available credit quickly, and then pay
back only the minimum payment every month. Therefore, the amount you owe becomes large plus you pay a
high interest rate on that amount.
If you use your credit card wisely, it is one of the least expensive bank products available. The best way to use
it, which does not cost you anything in terms of interest, is as follows:
3	Buy products according to your budget by using your credit card.

This amount is put on your credit card account, and the bank pays the store.

3	At the end of the month the bank sends you a statement. On the statement there is a list of all the

purchases you have made, and how much each purchase cost. All these purchases are added together,
and the total amount owed appears at the bottom. This is the amount you owe the bank.

If you pay the full amount before the due date, you do not pay any interest. This would mean that you had
FREE use of the money from the date of the purchase until the date that you pay.

BUT
If you pay after this due date, even just one day later, the bank will charge you interest on every purchase
from the date you have made it.
If you pay only the minimum amount, you will still owe the bank the outstanding balance and pay interest on
this. The longer you wait before you pay the outstanding balance, the more interest you owe. If you use a
credit card in this way, it can become a very expensive buying method.
Another way to use a credit card is to put the money from your budget for expenses into the credit card at the
beginning of the month. You will then have a credit balance, which means you have money in the account, and
you will earn a small interest on this credit balance.
You then use your credit card for all your purchases during the month. Each purchase amount is deducted
from the credit balance. If you work according to your budget, your credit balance should be enough for all
your purchases and you will not owe the bank anything.
If an emergency happens that you have not budgeted for, you have credit available in your account, which you
can use. In the Play-offs section of this module, it is explained how to budget for emergencies.
A bank will only give you a credit card if you have a good credit record. You will also have to prove that you
earn money on a regular basis. This is discussed in Module 4, Borrowing money.

Activity 1
Which of the following people do not use their credit cards wisely?
3	Tommy puts the amount he budgeted for expenses into his credit card at the beginning of
the month, and only buys with his credit card.
3	Samuel uses his credit card to pay all the expenses he has budgeted for. At the end of the
month he pays off the minimum balance as soon as he gets his salary, even if it is after the
due date.
3	Joseph only uses his credit card when he wants to buy something he has not budgeted for.
However, he pays off the total amount due on the card before the end of the month.
3	Steven uses his credit card for everything, and pays the minimum amount whenever he can.
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Where to draw cash
Most of us know that you can draw cash at an ATM. In Module 2, Saving Money, (Group Matches), it was
explained how to draw cash at an ATM.
If you draw money from an ATM of your own bank, you will normally be charged a small service fee. However,
if you draw cash from an ATM of another bank, the service fee will be higher than the fee at your own bank.
However, if you have a debit card you can also draw money at the tellers of big shops like supermarkets,
using their “cash-back” tool. You enter your PIN at the keypad for the amount of money you want to draw.
When the transaction goes through, the teller will give you the cash. This amount is then deducted from you
account immediately.

A bank statement

What does
it mean?

A bank statement is similar to a budget: it shows the money
coming into the account, which appears in the credit column.
It also shows what you pay out, which appears in the debit
column.

Credit: Money coming
into the account.
Debit: Money being paid
out of the account.
Balance: The difference
between credit and debit.

When you subtract the DEBIT from the CREDIT, the difference is the
BALANCE. The balance is the money you have left. Therefore:

Receipts: Paper slips
you receive from the bank,
ATM or shops when you
do a transaction

Credit – Debit = Balance.
Remember: A plus (+) sign means money is put into the account,
and a minus (-) sign that money is going out of the account.
A simple example of a bank statement would look as follows:
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1/7
2/7
3/7
4/7
10/7
15/7
25/7
26/7

Transaction

Credit

Cash deposit
Debit card payment: Pick ’n Pay
Cash withdrawal at Shoprite
Electronic transfer
Debit card payment: Musica
Cash withdrawal
Service charges

+R200

Debit

-R150
-R150
+R350
-R200
-R150
-R10

Balance
+R350
+R550
+R400
+R250
+R600
+R400
+R250
+R240

A bank statement shows you every transaction in the account over a time period. It shows money that has
been deposited, withdrawals that have been made, interest that has been added or credited to your account,
and any fees charged against the account.
You can, at any time, ask the bank for a statement of your account to see what money has gone in, what has
gone out, and what is left – so that you will be able to keep track of your money.
It is important to keep bank statements as they are required when you want to take out a loan.
You should check your bank statements carefully. Use the receipts of your deposits, withdrawals and
purchases to check if everything on the statement is correct. If there is a problem, call your bank immediately.

Reading a bank statement
Not all banks’ statements look the same. We
discuss a few examples in this section. If you do
not understand your bank statement, ask your
bank to help you.

Bank Inc

For The Teacher
Discuss
Make copies of the bank
statement on the right
and discuss the important
elements highlighted on
the statement with your
learners.

Bank Inc
PO Box 123
The City
1234

Your Statement - Savings Account
For period: 2011/04/03 - 2011/05/03
Account number: 123456789
Interest: 4%
Minimum balance: R50
Opening/current balance: R1294.30
Available balance: R1244.30

Mr Dlamini
21 Small Street
The City
1234

This is the
amount that
was in your
account on
the day before
the start of this
statement.

Date

Description

Transaction Amount (R)

Balance brought forward
An admin fee
is a type
of service
charge.

2011/04/03

Administration Fee

2011/04/06

ATM Withdrawal

2011/04/06

Transaction Charge

-8.50

2011/04/06

Credit Interest

0.44

2011/04/15

ATM Withdrawal

2011/04/22

Deposit

2011/04/22

Transaction Charge

2011/05/03

Administration Fee

The bank
charges a fee
for transactions,
such as
witdrawing
or depositing
money.

-14.00
-500.00

The minus sign (-)
shows an amount that
goes out of the account
such as a withdrawal. An
amount without a minus
sign shows a deposit, or
money that goes into
the account.

The minimum balance
is the smallest amount
of money that needs
to be in the account
for it to stay open. The
difference between the
current balance and
the available balance
is exactly R50, the
minimum amount
needed for the account
to stay open.

Balance (R)
3346.86
-3332.86
-2832.86
-2824.36
-2824.80

-700.00

-2124.80

400.00

-2514.30

-13.50

-2500.80

-14.00

-2486.80

Balance brought forward

2486.80

Activity 2
Look carefully at the bank statement above and answer the questions:
1	What time period is covered by this statement?
2

What is the balance of this account at the end of this period?

3

How much interest was added to this account over the period that the statement covers?

4

What was the total bank costs over the period?

5

How much money did Mr Dlamini withdraw?

6

How much money did Mr Dlamini deposit?

Answers appear at the end of the section.
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Activity 3: Work it out
Work out the balance on the following bank statement:
Transaction
30/7
1/8
4/8
9/8
15/8
26/8
28/9

Cash deposit
Debit card payment: Pick ’n Pay
Cash withdrawal
Electronic transfer
Service charges
Cash withdrawal

Credit

Debit

+R500
-R250
-R100
+R100
-R8
-R300

Balance
+R240
+R
+R
+R
+R
+R
+R

Debit orders
If you have a fixed expense that you have to pay every month, you could ask the bank to pay that amount
directly from your account. This works well with expenses like rent, municipal accounts, insurance
contributions or school fees.
When you sign a debit order form for a company or shop, you allow this company or shop to take an amount
directly from your bank account each month on the same day and deposit it into this company or shop’s bank
account.
Advantages:
3
A debit order is convenient and will make sure that you do not forget to pay your account or instalment.
3	If you use a debit order to put money into a savings account, it will force you to pay yourself before you

spend.

Disadvantages:
3	Only the company where you signed the authorisation form can stop the debit order. It is often difficult
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to stop a debit order: you might notify the company to stop your debit order and find that it takes several
months to get it stopped.
3	Debit orders can also be signed for debt or accounts, for example, your monthly instalment on the new
couch, your municipal account or your telephone account. With many debit orders you might end up with
no money left of your salary and no other option but to borrow more money. It is better to avoid such a
situation.
In Module 4, Borrowing money, we will discuss the importance of a good credit record. If you manage your
debit orders well, it will help you to build up a good credit history.

Activity 4
If you sign a debit order, how should you manage the following:
3 Your budget; and		
3 Your bank account?

Where to get financial products
We have discussed some of the products available from banks. However, there are other
places where you can get transactional products. A transactional product allows you to move
your money around, for instance, to pay for purchases or transfer it to other accounts.
Retail stores like Jet or Woolworths also offer bank products. The stores that offer these products are
registered financial service providers. This means they are registered to offer financial products. Their
products work much the same as bank products.

Online banking
Computers and the internet have made a big difference in the way we do our banking.
If you use online banking you can do most transactions at home and you do not have to go to the bank. The
bank does not have to employ people and pay them salaries to help you with the transactions. For this reason
electronic banking service charges are less.
Not everybody has a computer and can go onto the internet to do their banking. Many banks have computer
terminals at their branches where you can do online banking.
It is also possible to use computers at internet cafés to do your banking. However, this is not a good idea, as
an internet café is not a safe and secure environment to do your banking.
You have to register to use online banking, which means that you will have to go into the branch. Some banks
allow you to register online. After you have registered, you can do all the transactions from a computer with an
internet connection.
Online banking has the following benefits:
3
3
3

It is the cheapest way to do your banking.
It is always available. You could even do your banking at night!
You can do a lot online, for instance:
- Check your balances;		
- Print your statements; and

- Transfer money;		
- Pay accounts;
- Print confirmation of your transactions.

Online banking is usually safe but you should not send your private information and bank details to anybody
who asks for it. Sometimes people pretend to be from a bank and ask you to send them your bank details.
They can even fake the bank’s logo and put it in the e-mail to make it look real. Don’t ever send your bank
details to someone who says they want to check it or confirm it.

Cellphone banking (Mobile Banking)
Cellphone banking is like having an ATM in your pocket!
You can use your cellphone to do your banking in almost the same
way that you can use online banking. With mobile banking you don’t
need a computer, just a cellphone with an internet connection.
Go onto the websites of the banks to see how it works.
You have to set up the banking application on your phone. The easiest
way to do this would be to go to a branch or to phone the toll-free line.
You can then transfer money, pay accounts, buy airtime, check
your balance or view your statements by using your cellphone.
The charges are also less than if you do your banking in a branch.
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Bank costs and charges
Banks charge fees for most of the transactions that people do. To give good service,
banks make it easy for people to draw money, apply for a loan or do a balance enquiry.
It is important to remember that you pay for all of these services.
Even though the service charges of the banks might look like a small fee per transaction, a number
of small fees could add up to a lot of money. You have to budget for service fees.
The bank charges differ a lot between banks. It is worthwhile to compare bank charges when you
want to open an account.

Activity 5
It is important to budget for bank charges. Here is an example of the costs for different banking
transactions. Please note: these costs are not actual costs that banks charge. These costs are used
just to give you an idea of how to do the calculation.
Calculate the service charges if you do five balance enquiries, draw cash twice and transfer
money three times:
Cash withdrawal service charge		
Cash transfer service charge			
Balance enquiry service charge		

R2 per withdrawal
R5 per transfer
R2 per enquiry

If you have R100 in your account, how much money will be left in the account after all the
service charges have been deducted?

How to save on bank service charges
If you use your bank account wisely, you can keep your bank costs low. However, if you do not plan
properly, your bank costs could be very high.
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Ask your bank what would be the best way to pay the lowest service charges. It might be best for you
to pay a fixed monthly fee for bank services. Then you can budget for this fee every month.

Activity 6: Work it out
Look at how Dudu and Promise use bank products and services differently:

Dudu

Promise

Monday

Balance enquiry
Draws R50
Pays R70 with credit card

Balance enquiry
Draws R250
Pays R150 with debit card

Tuesday

Balance enquiry
Pays R50 cash at store

Pays R300 with credit card
Pays R50 cash at store

Wednesday

Pays R120 with credit card
Pays R80 with credit card
Pays R20 with debit card

Pays R100 with debit card

Thursday

Draws R200
Pays R180 cash at store
Draws R100
Pays R80 with debit card

Pays R30 cash at store
Pays R30 cash at store

Friday

Draws R80
Balance enquiry
Pays R50 with credit card
Pays R30 cash at bar

Pays R50 with debit card
Pays R50 with debit card
Pays R30 cash at store

Saturday

Pays R80 with credit card
Balance enquiry

Draws R200
Pays R220 cash at restaurant

Now calculate how much bank charges Dudu and Promise will each pay if the bank charges are
the following:
Balance enquiry			
Cash withdrawal			
Credit card payment			
Debit card payment		

R1 per enquiry
R5 per withdrawal
R3 per payment
R2 per payment

NOTE: These charges are only examples. Ask your bank what the charges are on your account.
Who pays the most in bank charges? Why does she pay so much?

If Dudu did not budget for the bank charges, she will find that her
budget will not balance.
Promise’s bank charges are less for the week, but she must have good
self-discipline to make sure she does not spend the cash she withdrew
on Monday on unnecessary things. She must also make sure she does
not lose it.

For The Teacher
Discuss
Make suggestions to Dudu on
how she could reduce her bank
charges by using her bank
product differently.
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Look after your cards carefully
You must look after your card as well as you look after your cash.
Even though the bank will replace your card if it is lost or stolen, they
charge a fee to replace a card. Until you phone the bank to report a
lost or stolen card, someone else can use your card to draw or spend
your money. Once you have phoned the bank, they will block the card,
and nobody will be able to use the card. The bank will not be held
responsible for the loss if you did not report the lost card.
The number where you can report a stolen card will be answered
24 hours a day. Even if your card is stolen at night, you can report it
immediately.
You can also report a stolen card at an ATM.
In Module 2, Saving Money, the principles of keeping your savings card
safe have been discussed.
The same applies to all cards:
3	Always keep your PIN secure. Never tell anyone your PIN – not even your best friend,

the police or bank staff.

3	Do not choose a PIN that someone else can easily guess, such as your birth date.
3
Never write down your PIN – remember it.
3	Check that the slip of your transaction is correct before you sign the slip at a store.
3	Keep slips in a safe place. They help you to keep track of your budget and to check

your bank statement.

Always make sure you have the toll-free number of the bank available to phone them if your card
is lost or stolen.
The bank will replace your card, but it will cost a fee to get a new card.
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You can also ask the bank to send you an SMS about any deposit or withdrawal from your account.
This service costs a small fee, but then you will know immediately if someone has used your card without
you knowing. The SMS will also give you your account balance.
If your card has been lost or stolen and you let the bank know immediately, the bank will block your card.
The bank will normally give you back the money that has been stolen after you have reported it.

Questions
Quiz
1

2

3

4

5

When you shop with a debit card:
a

You are paying in advance

b

You are paying later

c

You are paying now

d

None of the above

With debit cards you:
a

Have the option to draw cash when you make a purchase

b

Can draw cash at an ATM

c

Can transfer money

d

All of the above

How soon should you report a lost or stolen debit card?
a

Immediately

b

At the end of the business day

c

At the end of the week

d

After your monthly statement arrives

What number would be best to use as a card PIN?
a

Your mother’s phone number

b

Your old address

c

A random number

d

Your birth date

Bank service fees:
a

Are so small you don’t have to budget for it

b

Should be budgeted for

c

Can be ignored

d

Are so much you have to take out a loan

6	If you get an SMS from the bank every time a transaction takes place in your account,
you will know:
a

If a deposit has been made

b

If someone is using your card without you knowing

c

What your balance is

d

All of the above
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Let’s see how smart you are
Scenario 1
Phumla does not have enough time to get to the municipality and back again in her lunch break. She also
works on Saturdays. This makes it difficult for her to pay her account. How can she use a bank account to help
her pay her municipal account?

Scenario 2
Nonni is going to school in a different town from where her parents live. In the town where Nonni lives, the
shops only accept cash. Her mother wants to mail cash to her every month, but Nonni is scared that the
money will get lost or stolen. She is looking for a simple way that will enable her mother to deposit the money
and for her to draw the cash at an ATM. What account could Nonni open?

Answers
Quiz
1

c

2

d

3

a

4

c

5

b

6

d

Let’s see how smart you are
Scenario 1
Transfer the money electronically or arrange for a debit order.

Scenario 2
A prepaid card or a savings account with a debit card linked to it.

Activity 1
Steven and Samuel

Activity 2
1	3 November 2009 to 3 December 2009 or 1 month
2

R2 486,80

3

R0,44

4

R60,50

5

R1 200

6

R400

Activity 3
The balance is R182.

30/7
1/8
4/8
9/8
15/8
26/8
28/9

Transaction

Credit

Cash deposit
Debit card payment: Pick ’n Pay
Cash withdrawal
Electronic transfer
Service charges
Cash withdrawal

+R500

Debit

-R250
-R100
+R100
-R8
-R300

Balance
+R240
+R740
+R490
+R390
+R490
+R482
+R182

Activity 4
You have to budget for debit orders.
You must be sure that you will have enough money in your account
every month, otherwise the debit order will not go through. If your
debit order does not go through, the bank charges you a penalty fee.

Activity 5
5

X

balance enquiries

X

R2

=

R10

2

X

drawing cash		

X

R2

=

R4

3

X

transfer money

X

R5

=

R15

Total bank costs:		

R29

Initial amount in account

R100

Balance left in account		

R71

Activity 6
Dudu pays R43, and Promise R22.
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GROUP MATCHES Q&A
7

An advantage to paying your
accounts online is:

a credit card:

a Convenience

a Money is subtracted from your savings or

b Saving money on stamps

current account

c Easy to pay accounts on time

b You cannot carry debt forward to next

d All of the above

month
CORRECT ANSWER d

2

By using a debit card rather than

c You can avoid finance charges

A debit card can be used to pay for:

d All of the above

a Municipal account

CORRECT ANSWER d

b Airtime

8

c Electricity

3

must have access to a computer and
……….

CORRECT ANSWER d

d All of the above

If you want to do online banking, you

A credit card late payment fee:

a A printer

a Can throw off your monthly budget

b The internet

b Is charged when the account is not paid

c A laptop
d A wireless network

on the due date
c Can affect your creditworthiness
CORRECT ANSWER d

4

CORRECT ANSWER b

d All of the above

9

If you try to use your debit card to pay
and you do not have enough money in

A prepaid card:

the account:

a Deducts service fees from your savings

a The transaction will not go through

account

b The shop will not give you your purchase

b Deducts service fees from your budget

c You might be embarrassed

c Deducts service fees from your current

d All of the above

account
d Deducts service fees from the balance on

CORRECT ANSWER d

the card

10
CORRECT ANSWER d

5

Credit cards can:
a Help you build a credit history

Available credit on a credit card or

b Charge you interest if you do not pay the

other loan is:

balance in full every month

a The balance due

c Be used to buy things online

b The amount of unused credit available

d All of the above

c A recent credit card charge

CORRECT ANSWER d

d All of the above
CORRECT ANSWER b

When you subtract your debit from your
credit on a bank statement, you get the:
a Balance

account:
a The money will only be available after a
few days
c You will lose the money

c Income
d Minimum balance

If you deposit a cheque into your

b The money is available immediately

b Expenses

d Your cheque will bounce
CORRECT ANSWER a

6

11

CORRECT ANSWER a

1

How soon should you report a lost

18

It is best to review your

or stolen credit card?

account statement:

a Immediately

a Annually

b At the end of the business day

b Every few months

c At the end of the week

c When you think you’ve run out of money

d After your monthly statement arrives

d When it arrives

CORRECT ANSWER a

Money deposited in your account

19

is shown as:

credit card on time is to:

a Balance

a Call a bookkeeper

b Amount owed

b Ask your parents

c Debit

c Set up debit order payments from your

d Credit

bank account
d None of the above

CORRECT ANSWER d

You cannot do the following
transactions with online banking:
a Print a mini statement

CORRECT ANSWER c

14

20

If you have reported to the bank that
your card has been stolen, and someone

b Check your balance
c Draw cash

still uses it:

d Transfer money

a You can take the bank to court
b The bank will say you did not phone

CORRECT ANSWER c

15

One way to ensure you pay your

c The bank will replace the money

You can do online banking during

d Your money is lost

the following hours:
a Callmore time

CORRECT ANSWER c

b Normal business hours

21

c 24 hours of the day

it is best to:

d Before 16:00

a Use only cash

CORRECT ANSWER c

16

To save money on possible ATM fees,

b W ithdraw money only from you own

If you receive an e-mail from your bank

bank’s ATMs

that asks you for your banking detail:

c Visit an ATM only during business hours

a Do not respond to it

d Visit the ATM only at your bank’s main

b Report it to the police

branch

c Reply to it just to make sure
d Send it to a friend

CORRECT ANSWER b
CORRECT ANSWER a

If you use an ATM that is not your bank’s:
a You cannot withdraw money

22

You have to …………when you lose
your card:
a Tell the bank at the end of the month

b You cannot transfer money
c You may be charged a higher fee than at
your own bank’s ATM

b Phone the bank immediately
c Use someone else’s card
d Search until you find it

d You earn rewards points
CORRECT ANSWER c

17

CORRECT ANSWER b

13

CORRECT ANSWER d

12
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23

If you get an SMS from the bank every

28

To help keep your debit card secure,

time a transaction takes place in your

DO NOT:

account, you know:

a Sign the back of the card

a If a deposit has been made

b Use the card in public places

b If someone is using your card without you

c Keep your PIN on a note in your wallet
d Check your bank statement regularly

knowing
c What your balance is
d All of the above

CORRECT ANSWER c
CORRECT ANSWER d

24

29

Which of the following does not take

When choosing a Personal Identification

money directly from your bank account?

Number (PIN) for your debit card you

a Credit card

should:

b Debit card

a Use your birthday

c Personal cheque

b Write the number on the back of the card

d Overdraft fee

c Pick a random number that you can
remember

CORRECT ANSWER a

d Use 1234

30

account balance:

CORRECT ANSWER c

25

With online banking, you can view your
a During business hours

You could draw cash through:

b When the bank is open

a Cellphone

c When you turn 18

b ATM machine

d Anytime

c Online banking
d None of the above

CORRECT ANSWER d

31

a A bookkeeper

CORRECT ANSWER b

26

You get a debit card from:

Debit card purchases are deducted

b Your boss

from your:

c An electronics store
d A bank

a Bank loan
b Deposits
c Credit card account

CORRECT ANSWER d

d Bank account

32
CORRECT ANSWER d

Number (PIN):

Which is a feature of a debit card?

a Tells you your current balance

a Monthly finance charges

b Gives the bank access to your financial
records

b No risk of identity theft
c Transactions are deducted from the bank

c Identifies you as the account holder who
may use the card

account immediately

d Indicates your credit history

d It is paid off at month end

CORRECT ANSWER c

CORRECT ANSWER c

27

Your ATM Personal Identification

33

With online banking, you can transfer

39

Money is available immediately if you

money between your accounts.

deposit a cheque into your account.

a True

a True

b False

b False

CORRECT ANSWER a

You can ask the bank to send you an

CORRECT ANSWER b

34

40

Bank service charges are so little, you

SMS whenever anything happens in

don’t have to budget for it.

your account.

a True

a True

b False

b False
CORRECT ANSWER a

If your wallet is lost or stolen, you should

CORRECT ANSWER b

35

41

You are not responsible for a credit card

contact the bank who gave you the credit

late payment fee if you were on holiday

card immediately.

when it had to be paid.

a True

a True

b False

b False
CORRECT ANSWER a

Interest charges on credit cards add up

CORRECT ANSWER b

36

42

If you do not have enough money in

if you do not pay the balance in full.

your account, your debit orders will

a True

not go through.

b False

a True
b False
CORRECT ANSWER a

Credit card purchases are deducted

CORRECT ANSWER a

43

Prepaid cards can be used for the same

immediately from your account.

types of purchases as debit cards.

a True

a True

b False

b False

CORRECT ANSWER a

CORRECT ANSWER b

You can do cellphone banking any

44

Cellphone banking is so convenient,

time of the day.

it is like having an ATM in your pocket.

a True

a True

b False

b False

CORRECT ANSWER a

38

CORRECT ANSWER a

37
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If you have a credit card you might be

51

The amount you can spend on your

tempted to buy unnecessarily.

credit card is called a:

a True

a Credit limit

b False

b Budget
c Minimum payment
CORRECT ANSWER a

d None of the above
CORRECT ANSWER a

46

You can draw cash with a debit card at

52

A prepaid card is a good option if:
a You want to avoid debt

a teller at some big supermarkets.

b You don’t have access to a credit card

a True

c You need help tracking spending

b False

d All of the above
CORRECT ANSWER d
CORRECT ANSWER a
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53

When you do online banking, the
service charges are …… than banking

If you do not have enough money in

in the branch.

your account, a debit card transaction

a The same

will not go through.

b More

a True

c Less

b False

d Twice as much
CORRECT ANSWER c
CORRECT ANSWER a

48

You can draw cash with a debit card

54

You can do the following online:
a Check your balance

only at an ATM.

b Transfer funds

a True

c Pay accounts

b False

d All of the above
CORRECT ANSWER d
CORRECT ANSWER b

You can draw money with a debit card at:

55

You could bank online at the
following times:

a An ATM

a Normal business hours

b A teller at a big supermarket

b 24 hours a day, seven days a week

c Both a and b

c Between 7 am and 7 pm

d None of the above

d After midnight only
CORRECT ANSWER b

CORRECT ANSWER c

If you pay with a debit card, the money
goes out of your account __________.
a Never

56

If you are scared that you will forget to
pay your account every month on time,
you could set up:
a Debit orders

b Immediately

b Beneficiaries

c Later

c Excess

d In 30 days’ time

d Access accounts
CORRECT ANSWER b

50

CORRECT ANSWER a

49

57

If you want to do online banking, you need:
a A computer and internet access
b An overdraft
c A credit limit
d None of the above
CORRECT ANSWER a

58

If you manage your credit card well,
it can be:
a Convenient
b One of the least expensive payment
methods
c Available to use for emergencies
d All of the above
CORRECT ANSWER d

59

You can do the following transactions
using cellphone banking:
a Transfer money
b Buy airtime
c Pay accounts
d All of the above
CORRECT ANSWER d

If you pay your minimum payment on
your credit card one day after the due
date, you will be charged:
a Interest for one day
b No interest
c Interest from the date of purchase
d A minimum interest
CORRECT ANSWER c

60
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MODULE THREE
PLAY-OFFS

Managing
Money

Overview

At the end of this section the learner will
be able to understand the importance of
budgeting to achieve long term goals and
to make provision for unexpected events.
Time Allocation
Two lessons of 45 minutes each

Learning Areas
Economic and Business Sciences, Mathematics and Life Skills

Learning Outcomes
After discussing this level, the learner should be able to:
•
•
•
•
•

Make provision in a budget for emergencies;
Make provision in a budget for longer term goals;
Understand the idea of insurance;
Understand the importance of paying insurance premiums, and
Realise the importance of understanding an insurance contract.

Materials
The following websites can be searched for financial terms:
•

http://www.oldmutual.co.za/about-us/transformation/financialeducation/financial-educ.-programmes/on-the-money.aspx

Answers to exercises appear on the last pages of this section.

Play offs
In the Group Matches section of this module, you have learnt how to draw up a
basic budget. You can also use your budget to plan for unexpected expenses,
as well as to save for your long and short term goals.

More advanced budgeting
What does it mean?
Budget allocation is the term used for how you allocate the money of your income between various
items in your budget. For instance, you could allocate R300 in your budget for clothes.
Necessary items: Things that you cannot do without (your needs).
Discretionary items: Things that you want, but do not really need. If you had to go without these,
you will stil be fine.
Emergency savings: Money you put aside in an account where you can immediately withdraw the money,
to use in case of a crisis. An example of a crisis might be if you have to replace the neighbour’s broken window
after you have kicked a soccer ball through it.
Short term savings: Money you put aside for your short term financial goals. Examples of short term
goals could be to buy a new cellphone, a soccer ball or a new pair of jeans.
Long term savings: Money you put aside for your long term financial goals such as a university education.
Expenses that stay the same every month, for example, rent or school fees, are fixed expenses.
Costs that are different every month are variable expenses. For example, electricity costs will be more in
winter than in summer or your cellphone costs might be more during the school holidays than during the term.

Module 3 Managing Money Play-offs

The money you pay back on your store account or loans is called debt repayment.

Activity 1
Make a list of your own expense items that would fit under the following headings:
3
3
3

Fixed expenses
Variable expenses
Discretionary items

Wise spending and budget allocation
You could use the following as guidelines for wise budgeting:
3	
Your total savings should be at least 20% of your income.
3

This 20% should make provision for your short term, long term and emergency savings.
Your total debt repayment should not be more than 10% of your income.

The detail of how to save has been discussed in Module 2, Saving Money.
The percentage allocation for a wise budget would be the following:
Total expenses

Total savings

Necessary expenses

60%

Emergency savings

10%

Debt repayment

10%

Short term savings

5%

Discretionary spending

10

Long term savings

5%

80% of total income

20% of total income

Activity 2
Prepare a budget in the table below. Your income is R2 000 per month.1
Total expenses

Total savings
R

Necessary expenses
Debt repayment

%

R

%

60% Emergency
Short term

R200

Discretionary spending

10% Long term
R1 600

10%

80%

5%
R100
R400

20%

Activity 3
If your monthly income is R1 500 and your debt repayment is R300, are you paying less than the
recommended minimum of 10% of your income on debt repayment?

1

  http://www.oldmutual.co.za/about-us/transformation/financial-education/financial-educ.-programmes/on-the-money.aspx
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Fixed and variable expenses
It is difficult to budget for variable expenses. You have to think about these carefully
and plan for them. Fixed expenses are easier, because you know what these are.

Fixed expenses

Variable expenses

Rent, insurance premiums and loan repayments
are examples of fixed expenses, because you
pay the same amount each month. Your savings
would also be a fixed expense!

Expenses that change every month are called
variable expenses. Cellphone and entertainment
expenses are examples of variable expenses. It is
easy to overspend on variable expenses. The best
would be to budget for the expected maximum
amount it could be. You always have to remember
what you budgeted for variable expenses before
you spend.

Activity 4

Activity 5

1. Make a list of your own fixed expenses.
2. Make a list of your household’s fixed
expenses.

1. Make a list of your own variable expenses.
2. Make a list of your household’s variable
expenses.

Irregular expenses
Some expenses don’t happen every month. Examples are Christmas
and birthday gifts, school clothes and your birthday party.

Activity 6
1. Make a list of all your irregular expenses for a year, divide it by 12 and calculate how to budget
for this amount every month.
2. Make a list of all the irregular expenses of your household.

Module 3 Managing Money Play-offs

Budgeting for
emergency expenses
Sometimes you need money urgently, for instance,
to repair your bicycle if you had an accident. You
have to put aside at least 10% of your budget for
emergency expenses.
You could save money for emergencies. It is very
important not to use money that you have saved
for emergencies on something else. Some people
open a separate banking account for emergency

Activity 7
1. Make a list of all the unexpected expenses that you might need money for. Where will you get
money to pay for these expenses? What plans could you make in your budget to set money
aside to pay for these expenses?
2. Make a list of all the unexpected expenses of a household that you can think of.

Insurance
One way in which you can make sure you have money for emergencies is by taking out insurance.

What does it mean?
You would understand the word insurance if you think of making sure you are prepared for things
that can happen and set you back. Insurance will help you replace or pay for the loss or damage.
Think of a blanket that you use to cover yourself against the cold. If you are covered by insurance it
means that the insurance company will pay you out if the event that you are insured for happens. Therefore,
if you are covered for car theft and your car is stolen, the insurance company will pay you the amount agreed
in the contract. However, you are only covered if you pay the premiums on your car theft policy every month,
as agreed in the contract.
A contract is a legal document which contains the details and conditions of the agreement.
An insurance contract is often called a policy.
A premium is the amount that your contract states you must pay for your insurance policy every month.
You are only covered for the specific amount that is stated in your contract. Imagine you insure yourself
against car theft by paying a premium of, for instance, R200 a month to get cover of R30 000. If your car
is stolen, the insurance company will pay you R30 000, even if it will cost you R50 000 to get another car. If
you pay a R350 premium to get cover of, for instance, R50 000 and your car is stolen, the insurance company
will pay you R50 000. When you discuss the contract, the insurance company will value your car and tell
you the amount.
Most insurance contracts state that you have to pay a specific amount for every claim. This amount is
called excess. When you take out the insurance, the insurance company will tell you how much the excess
is. Therefore, if you insure your car for R50 000 and the contract states that the excess is R2 000, the
insurance company will pay out R48 000 (R50 000 cover minus the excess of R2 000 = R48 000).
Note: The figures used in this example are not real, but are used to explain the terms.

Insurance can help you to:
3
3

Protect your assets like your cellphone, car, business or house.
Have money for unexpected expenses, for instance funeral or medical expenses.

Insurance companies sell insurance policies.
One can get insurance from many different places. Insurance is handled (also called underwritten) by
insurance companies. Examples of places where you can get insurance are:
3
3
3
3

Retail stores like Furniture City, Jet, Woolworths or Pep;
Cellphone companies;
Banks; or
Companies that specialise in insurance.
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The following are examples of insurance that could help you to minimise your risk:
3	
Medical insurance is not the same as medical aid. With

3

medical aid you pay towards a medical aid fund to cover your
every day medical expenses or when you go to hospital. Medical
aid will pay out for each specific claim. If, for instance, you have
cancer, they will pay an amount for every time you see the doctor,
get treatment or go to hospital. The type of cover you get will
depend on the type of medical aid you have. Medical insurance
will cover you against a specific medical condition, for instance,
cancer or having a heart attack. The insurance will pay out one
big sum of money if you get cancer or have a heart attack. This
money will help you to get the medical help you need to treat the
cancer or the heart attack.
Short term insurance provides you with cover for things that
you hope will never happen, but you know might happen. You
could insure your cellphone, car, furniture, or business products.
If you sell your car or cellphone, or no longer want to insure it,
you could cancel the insurance.

You can use short term insurance to cover you against
the following:
3
3

Damage by natural disasters like floods;
Fire or lightning; 3 Theft; or
3 Accidents.

Insurance can be very expensive, so you have to decide what your
biggest risks are that you want to cover. You also have to calculate if you can afford the premiums.
You have to make sure that you understand exactly what the insurance contract expects of you to qualify
for a payout. This is written under terms and conditions in the contract. The law states that the terms and
conditions must be clear and understandable. If they are not, you could insist that they are made clear. You
have to ask the person who sells you the insurance to explain to you exactly what these mean.
An example of a “condition” in a car theft policy might be the following: Your car has to be in a lock-up garage
at night. If you park your car in the street in front of your house at night and it is stolen, the insurance company
might not pay out, because you did not do what was required in the contract. Read the contract carefully and
make sure you know the terms and conditions.

How to claim from insurance

Module 3 Managing Money Play-offs

If you lose or damage the product you have insured, or if it is stolen, report it to the police. The police will take
a statement and open a case. The police will give you a case number. You then give the case number to the
insurance company and claim for the item. Depending on your insurance company, you either fill in a form or
claim over the telephone. The insurance company will either pay you money to fix or replace the item, or they
will replace it themselves. You will have to pay the excess. All of this depends on the kind of contract you have
with the insurance company.

Your protection
All insurance companies are regulated by the Financial Services Board (FSB) to give you protection.
If you have a problem with insurance advice given to you, you could contact the Insurance Ombudsman
at www.insurance-southafrica.co.za/.../insuranceombudsman.htm
Sometimes people make claims against insurance that are not based on the truth. This is fraud and not
honest. This fraudulent behaviour results in high premiums for consumers. If you know of fraudulent claims,
you could contact the Insurance Fraudline on 0800 25 26 27 or insurance@fraudline.co.za.

Questions
Quiz
1

You must save money for:
a Unexpected emergencies
b Long term financial goals
c Medium term financial goals
d All of the above

2

It is recommended that you save at least ____% of your income:
a 5%
b 7,5%
c 2%
d None of the above

3

If you do not pay your insurance premium and your cellphone is stolen, the insurance company:
a Will not pay out
b Will pay only 50% of the value of the phone
c Will charge you a higher premium
d None of the above

Let’s see how smart you are
Scenario 1
Mandla has saved enough money to buy a car. He has budgeted for petrol and maintenance on his car. He is
worried that, while he is still learning to be a good driver, he might have an accident and not be able to pay for
the repairs of his own car and the other car. What would you suggest?

Scenario 2
Sophia has saved for six months and can now buy the phone she always dreamt of. She wants to take out
cellphone insurance, because she is worried her phone will be stolen. The insurance costs R100 per month.
Sophia earns R900 per month. What would you suggest?

Work it out
Write down your own budget for the following, using the recommended percentages of your income
as discussed in this section:
Total expenses

%

Necessary expenses
Fixed
Variable
Irregular
Debt repayment
Discretionary spending

R
R
R
R
R
R

80% of total income

R

%

Total savings

%

Emergency savings
Short term savings
Long term savings

R
R
R

20% of total income

R
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Answers
Quiz
1

d

2

d

3

a

Let’s see how smart you are
Scenario 1
Mandla should take out short term insurance that will pay out if he makes an accident. He will have to pay a
premium every month, but it will be less expensive than the repairs if he crashes into an expensive car. But,
most importantly: Mandla should learn to drive properly before he drives on the roads!

Scenario 2
Sophia should not take out the insurance. The recommended amount to spend on emergency savings is 10%,
and R100 is more than 10% of her salary. She could also take out cheaper insurance that will cover a smaller
amount. She can then buy a cheaper phone with the insurance payout if she loses her expensive phone.

Work it out
You are using 20% of your budget to pay off debt, which is more than the recommended 10%.
10% of R1 500 = R150;
20% of R1 500 = R300

Activity 2
Prepare a budget in the table below. Your income is R2 000 per month.

Total expenses

Total savings
R

Necessary expenses

%

R

%

R1200

60% Emergency

R200

10%

Debt repayment

R200

10% Short term

R100

5%

Discretionary spending

R200

10% Long term

R100

5%

R400

20%

R1 600

80%

PLAY-OFFS Q&A
It is wise to put aside ______ of your

6

income for emergencies.

expense, you make a list of all the

a As much as you feel like

irregular expenses that you expect, and

b At least 5%

divide the sum by ____ to work out how

c At least 10%

much you should budget every month:

d None of the above

a 6

CORRECT ANSWER c

b 12

It is recommended that you save ______

c 10

of your income for emergencies.

d 3

a 50%

7

b 1%
c 10%

non-discretionary expense?

d 2%

a New computer game
CORRECT ANSWER c

b Chocolates

A realistic percentage of your income

c Food

to save would be:

d All of the above

a An amount that you would like to save
b 10% of your income

8

unexpectedly, the best thing to do is:

c An amount that you can really afford to

a Not save for it

save

b Try to stay out of danger

d An amount that you must save

c To save 10% of your income every month

CORRECT ANSWER c

for emergencies

Imagine your income is R1 000. You

d To save half of your income for

repayment on a loan every month is R75,

emergencies every month

and your repayment on your lounge suite
is R75. Are you paying:
a Less than the required 10% of your

9

stolen when parked at night in the street

income on debt repayment

in front of your house. Your policy contract

b 10% of your income on debt repayment

states that it should be parked in a lock-

c 5% of your income on debt repayment

up garage. The insurance company:

d More than the recommended 10% of your

a Will still have to pay out

income on debt repayment

b Will change your policy
c Could refuse to pay out

CORRECT ANSWER d

d None of the above

You could use your emergency savings:
a To buy your mother a birthday present

10

If your long term goal is to go to university:

b For new clothes for a special date

a You can never do it with savings

c To fix a window that you accidentally

b You can do it on an overdraft

broke

c You should start planning for it a long time

d To buy your monthly toiletries

beforehand
d You will have to borrow money
CORRECT ANSWER c

CORRECT ANSWER c

5

Imagine that you insure your car and it is

CORRECT ANSWER c

4

Because emergencies happen so

CORRECT ANSWER c

3

Which of the following is a

CORRECT ANSWER c

2

If you want to budget for an irregular

CORRECT ANSWER b

1
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11

It is recommended that you save ___of your

17

If your excess on an insurance claim is

income to achieve your long term goals.

R250 and your claim is for R1 750, the

a 10%

insurance company will pay out R1 750.

b 1%

a True

c 15%

b False

d 5%
CORRECT ANSWER b

CORRECT ANSWER d

12

It is recommended that your total debt

18

The excess you have to pay when you
claim from insurance will be specified

repayment should not be more than ____

in your contract.

of your income.

a True

a 20%

b False

b Half
c 10%

CORRECT ANSWER a

d None of the above
CORRECT ANSWER c

13

19

One should try to save at least 10%
of one’s income:

Which of the following is a

a True

discretionary expense?

b False

a New computer game
b Chocolates
c Hair accessories

CORRECT ANSWER a

d All of the above
CORRECT ANSWER d

14

20

Less privileged people cannot

If you want to claim from insurance,

save money.

you have to:

a True

a Open a case with the police

b False

b Give the police case number to the
insurance company
CORRECT ANSWER b

c Fill in a claim form

21

You have to pay your insurance
premium every month, otherwise

If you forget to pay your insurance

you cannot claim.

premium one month and you have an

a True

accident that month, the insurance

b False

will still pay out.
a True

CORRECT ANSWER a

b False
CORRECT ANSWER b

To take out insurance helps you
to minimise your risk.

A variable expense changes from
month to month.
a True
b False

a True
b False
CORRECT ANSWER a

16

22

CORRECT ANSWER a

15

CORRECT ANSWER d

d All of the above

23

You should have emergency savings

29

The amount you have to pay in if your car

for a crisis.

was in an accident, over and above what

a True

the insurance company will pay, is called:

b False

a Short term insurance
b Excess
c Annuity

CORRECT ANSWER a

d Annual cover

A fixed expense stays the same

CORRECT ANSWER b

24

every month.

30

a True

It is possible to budget for the
following expenses:

b False

a Fixed
CORRECT ANSWER a

25

It is good to save at least _____ % of
your income.

b Variable
c Irregular
d All of the above
CORRECT ANSWER d

a 5%
b 7,5%
c 20%
d None of the above
CORRECT ANSWER c

26

You could save for Christmas gifts as:
a Irregular expenses
b Emergency savings
c Unit trust
d Long term insurance
CORRECT ANSWER a

27

An example of an irregular expense is:
a Birthday gift
b Airtime for your cellphone
c Clothes
d Food for lunch
CORRECT ANSWER a

It is recommended that you save ______
of your income to achieve your short
term goals.
a 10%
b 1%
c 15%
d 5%
CORRECT ANSWER d

28
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MODULE FOUR
QUALIFIERS

Borrowing
Money

Overview

At the end of this section the learner
will be able to understand the concept
of borrowing money.
Time Allocation
Three lessons of 45 minutes each

Learning Areas
Economic and Business Sciences, Mathematics and Life Skills

Learning Outcomes
After discussing this Level, the learner should be able to:
•
•
•
•

Understand what it means to borrow money;
Understand why debt could be a problem;
Explore why people borrow money, and
Understand the impact of interest rate, loan amount
and loan term on repayment.

Materials
The following websites can be searched for financial terms:
•

http://www.oldmutual.co.za/about-us/transformation/financialeducation/financial-educ.-programmes/on-the-money.aspx

Answers to exercises appear on the last pages of this section.

Qualifiers
If a soccer team has a goalie with bad eyesight and he cannot catch the ball
properly, the team has a big problem.
If the team could borrow a goalie from another team for important matches, it would be great – but it does
not work like that in the real soccer world! The other team will want something in return for lending its goalie –
maybe your best defender or a big sum of money! You will have to think carefully about all the advantages and
disadvantages before you make such a transaction. Perhaps there is a simpler solution, such as sending the
goalie to an optometrist or selecting another goalie.
In the financial world it works the same way: sometimes you need or want something, yet you do not have
the money to buy it. You could borrow money from someone or from a bank, but this person or bank will want
something in return.
When you borrow money, you enter the world of debt. Understanding certain rules will help you “win” when
dealing with debt.

When is debt a problem?
Do you know people who are so deep in debt that it is making their life very difficult?
With careful budgeting and financial planning, you can avoid that.
Debt in itself is not bad if you borrow responsibly to achieve your goals. But, if you are not careful and borrow
easily without calculating what the loan would mean to your financial situation, it can become a big problem.
You could end up paying most of the money you earn on interest on your loans. If all the money you earn is
used to pay off debt and interest on loans, you could end up with nothing to save or spend.

What does it mean?

Module 4 Borrowing Money Qualifiers

Debt means to owe money.
The person who lends you money
is called the creditor. Another word
for a creditor is a lender.
When you borrow money, you owe
the creditor money. You are then in
the creditor’s debt.
The money that you borrow
is called credit.

What does it mean?
An instalment is the amount you have to pay back on your loan or
account. It is made up of interest plus repayment of the original loan.
A monthly instalment is the amount you have to pay every month
to repay your loan.
Interest is the percentage of the total loan amount you are charged
for borrowing the money.
A loan is something that is lent to you to use – it is not a gift. Normally
a loan is an amount of money that you borrow for a specific time and
you have to repay the money with interest.
Per annum are the Latin words sometimes used in a contract which
means per year.
A loan term is the period (number of months or years) in which you
have to pay the loan back.
“Retail stores” is another term for shops.

Why people borrow money
There are many reasons why people borrow money – some are good reasons, and some not.
You could borrow money if you want to buy an expensive item that is part of your long term plan. A house is a
good example. Very few people can save enough money to buy a house. They borrow money from the bank
to buy the house. Every month they pay back the monthly instalment. They do this for a number of years until
the loan is paid off. Their house is then an asset that they own.
It is not a good idea to borrow money to buy something that you use up, such as food or clothes. You may still
be paying for the loan long after the item has been used. Therefore, to borrow money to buy shoes does not
make sense, because the shoes might be worn out by the time you have paid off the loan!
Sometimes emergencies happen, such as a car that breaks down. Your only option might be to borrow
money to fix the car. However, you should rather plan for emergencies or take out insurance to protect you
against such emergencies. This is explained in the Play-offs section of Managing Money.

Activity 1
Which of the following do you think are good reasons to borrow money:
3
3
3
3
3
3

To buy a house;
To go to a festival;
To buy a lounge suite;
To buy a matric dance dress;
To buy an iPod; or
To pay for an emergency operation.
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Types and sources of loans
There are many types of loans and credit available. There are also different types of companies that offer
loans. The list below gives some examples:
3

Loans offered by banks:

• Bank overdraft;
• Revolving credit; and
• Bank loans (this would include student loans and business loans).
3	
A Hire Purchase agreement (also known as HP) is a type of loan that
3
3
3

shops which sell expensive goods offer. Many furniture stores offer HP loans.
Car loans (also called vehicle finance) are offered by banks. The car dealer
normally arranges the loan with the bank on your behalf, or helps you to arrange a loan.
Home loans (also called mortgage loans or bonds) are offered by banks or companies
that specialise in home loans.
Retail credit is offered by retail stores like clothing shops or home stores.
You normally open an account with such a store.

If you have calculated that you can afford a loan and would like to know more about the loans mentioned
above, ask the bank or the shop. Ask them to explain exactly what it means in simple and understandable
language to you. You can read more about these loans on: http://www.oldmutual.co.za/about-us/
sponsorship/education/on-the-money.aspx
We explain only three types of loans in this section.

Hire purchase agreements
You can buy furniture or appliances, as well as other expensive items, using a Hire Purchase (HP) agreement.
The store where you buy something normally arranges finance for you from banks that specialise in this type
of loan.
The store usually requires you to pay a deposit and sign an agreement. The agreement states that a Hire
Purchase loan is given for the item that you buy. The item will only be yours when you have paid the last
instalment.
An example of how an HP agreement for a fridge works would be the following:
If the fridge costs R3 600 and you have to pay a 10% deposit, the deposit will be R360. You will then borrow
the balance (R3 600 - R360 = R3 240) from the store at an interest rate. The store will tell you over how many
months you have to pay back the loan and what your monthly instalment will be. If you pay a bigger deposit,
you need to borrow a smaller amount and the total amount of interest you will pay will be lower.
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Activity 2
Calculate a 15% deposit on a fridge of R3 000.

The total amount you pay is much more than the original purchase
price. For example, if you buy a small fridge for R1 000 and pay R30 a
month for five years, the fridge will cost you R1 800.
If you use HP responsibly, it can help you to achieve your goals.

For The Teacher
Discuss
The examples below explain the
concept of HP and some of the
implications of buying on HP.
Discuss alternative methods to
buy a fridge which would be less
expensive.

Examples of HP purchases:
3	You buy a fridge for R1 500 and the store suggests you pay it off over three years with an instalment of

R50 per month. What will your total payments for the three years come to? How much interest would you
have paid at the end of the three years?

You do the calculation as follows:

Total payments:
3 years = 3 x 12 = 36 months
R50 per month x 36 months = R1 800
Total interest paid:
Total a mount paid		

R1800

Minus original price tag R1 500
Total interest paid		

R300

The fridge with a price tag of R1 500 will cost you R1 800. You will pay R300 in interest.
3	If you pay this same fridge with a price tag of R1 500 off over two years instead of three years, your

monthly premium will be higher, namely R70, but the total amount you pay will be lower.

It is calculated as follows:

Total payments:
2 years = 2 x 12 = 24 months
R70 per month x 24 months = R1 680
Total interest paid:
Total a mount paid		

R1 680

Minus original price tag R1 500
Total interest paid		

R180

Therefore, even if you pay R20 per month more for the fridge, but pay if off over two years instead of three,
you would have saved R120.
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Activity 3
If you buy a fridge for R5 000 and you pay it off over three years at a monthly
instalment of R167, how much will you pay for the fridge? How much interest would
you have paid at the end of three years?
Total amount paid:
3 years = 3 x 12 = 36 months
R167 x 36 = R…………….
Total interest paid:
Total amount paid		

R…....……

Minus original price tag

R5 000

Total interest paid		

R…....……

If you pay this fridge off over five years at a monthly instalment of R112, will the
interest you pay be more or less than over three years?
Total amount paid:
5 years = 5 x 12 = 60 months
R112 x 60 = R……………………
Total interest paid:
Total amount paid		

R…....……

Minus original price tag

R5 000

Total interest paid		

R…....……

Retail credit
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If you open an account at a shop and buy goods on this account and pay it off within the interest free period,
it is not an expensive method of payment.
However, if you pay interest on the amount in the account, it can become a very expensive method.
For example, if you buy a pair of shoes on account and pay it off over a few years, the shoes could cost
you double the original purchase price by the time you have paid it off. How much more you will pay, will
depend on the interest rate and how long it takes you to pay it back.
Shops often charge the highest interest rate allowed by the National Credit Act, which makes retail
credit expensive.
A shop will give you a credit limit (how much you can buy on account) based on your credit record. The better
your credit record, the higher your credit limit – provided that you can prove that you have an income every
month that is big enough to pay off the account.

You cannot buy for more than your credit limit.
You have to pay back an amount every month. The minimum amount you have to pay is usually a percentage
of how much you owe that month.
For example, if you have to pay 20% of the outstanding balance on your account and the total amount
you owe is R1 500, you have to pay R300. If the total amount outstanding is R3 200, you have to pay R640.
Therefore, when you budget, remember that your shop account payment could be different every month.
It is a variable expense that you have to budget for. (Variable expenses are explained in managing money
in the Play-offs section.)

Activity 4
In June the balance on your shop account is R4 500. You have to pay back 20% of the outstanding
balance. How much should you pay?
In July your balance is R3 900. You still have to pay 20% of the outstanding balance.
How much should you pay?
In August you have a big party, and spend up to your credit limit of R5 500. How much should you pay?

Home loans
Most people buy a house at some stage during their lifetime. A house is the most important
asset for many people. House prices usually increase over time; therefore a house usually
appreciates in value.
It is very expensive to buy a house. How can you buy a house if you do not have the money to pay cash?
A house is so expensive that you might never have enough money to buy a house in cash.
Most people buy a house with a home loan, also called a mortgage. You save for the deposit and then
pay the house off in monthly instalments. You should aim to pay off a home loan in less than 20 years and
before you are 55 years of age, because by then you might retire and it could become more difficult to pay
the instalments.

Before you decide to buy a house:
3	Select a good location, which is an area where it will not lose value. You don’t want to buy a house for

R100 000 that is only worth R80 000 after five years. A house can lose value, because a factory with bad
smells opened next door, or because somebody built in front of you and blocked your beautiful view, or
because a highway was built next to you.
3	Before you buy a house, go to the municipality and find out what new developments are planned for the area.
3
Find out what happens if there are heavy rains in the area: will the house be flooded?
3
Find out what the crime situation is in the area.
3
Inspect the house for faults with the structure, such as cracking walls or a leaking roof.
3	Make sure you can make the house bigger later on. If you can rent out a room or two it will help you to
pay off the home loan.
3	Do not sign contracts unless you understand every word in the contract before you sign it. It is your
right as a consumer to insist that all documents are written in plain and understandable
language, (according to the Consumer Protection Act, 68 of 2008, section 22).
3
The bank will only give you a home loan if you can afford the monthly instalments.
3	Save enough for unexpected expenses. For example, if you lose your job, or are in a car accident, you will
have enough money saved so that you do not lose your house because you cannot pay the instalments.
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How much to borrow
If you really want something, the best plan would be to save for it rather than to borrow to buy it. Saving is less
expensive, and there is no risk, such as with a loan, that you may not be able to pay back the money and get a
bad credit record.
If you do decide to take a loan, you should budget carefully before taking the loan. Budgeting will help you
to know what would be the maximum monthly instalment you can afford. This instalment will determine how
big a loan you can take out. You should also make sure that you can afford a higher instalment if interest rates
increase while you are still paying back the loan.
Almost everybody in today’s world borrow money for some things. If you manage your loans well and can
easily pay the instalments, it should not cause you problems.
In the “Spending Money” section of Play-offs, under Budget Allocation, it is explained that it is best to not
spend more than 10% of your income on the repayment of debt. This 10% should be the sum of all your debt
repayments (except your home loan).

Here is an example of an affordable loan repayment from Lesedi’s budget:

Income
Part-time work				R500
Pocket money				R500
Total Income				R1 000

Expenses
Savings 				R100
School lunch				R400
Cellphone airtime			R150
Transport 				R200
Store account payment			
R100 (10%)
Total Expenses			R950

For The Teacher
Discuss
If Lesedi decides to buy a new cellphone on
which she has to pay back R100 a month, and she
decides to eat less for lunch so that her budget
still balances, would that be wise?

Norma’s budget is an example of a loan repayment
that is higher than the recommended 10%:

Activity 5

Module 4 Borrowing Money Qualifiers

Look at Lesedi’s budget again. Let’s say
she decides to buy a phone on credit with
an instalment of R50. She will get the R50 from
her budget by walking a bit further to cut down
her transport costs to R150. Will Lesedi be
paying the recommended 10% of her income
on loan repayments?

Income
Part-time work				R500
Pocket money				R500
Total Income				R1 000

Expenses
School lunch				R300
Cellphone loan				R100 (10%)
Cellphone airtime			R150
Transport				R200
Store account payment			
R250 (25%)
Total Expenses			
R1 000

Understanding loans
One of the reasons why many people have problems with debt is because they do not understand the effect
that interest rates, loan terms and loan amounts could have on loan repayments.

Activity 6
Let’s take Sibusiso’s loan as an example. Sibusiso wants to buy a cellphone for a
R1 000. He borrows the money from someone who charges him 12% per year. He
pays the loan back over two years at a monthly instalment of R47.
Total loan amount
Loan term		
Interest			

R1 000
24 months
12% per annum

How much interest will Sibusiso pay over 24 months?

The amount that you borrow is not the amount you are going to repay: you will pay more than the
original amount you borrowed, because you also have to pay interest on the loan.

What do you pay if you buy
something on credit?
Imagine you see a brand new flat screen television set
that is on a once-in-a-lifetime special and costs only
R5 000. However, you have not budgeted and saved
for it, therefore you start looking for a loan. If someone
lends you the money and charges a monthly interest
of 12% and you have to pay it back after four months,
how much have you paid in total? Remember that you
have to consider the original amount plus interest.
The principles of compound interest, explained in the
Saving Money module, also apply to interest on loans.
Use your calculator to work out how much the television
set would cost if you borrowed R5 000 for four months
at 12% interest per month. You have to pay back the
total loan amount plus interest at the end of Month 4.
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You can calculate it as follows:
Month 1
Month 1
R5 000

X

12%

=

R600

+

R5 000

=

R5 600

Loan
amount

Multiply

Interest
rate

Equals

Total
interest
amount

Plus (add)

Loan
amount

Equals

Total loan
amount at
the end of
Month 1

Month 2
Month 2
R5 600

X

12%

=

R672

+

R5 600

=

R6 272

Loan
amount
at the
end of
Month 1

Multiply

Interest
rate

Equals

Total
interest
amount

Plus (add)

Loan
amount

Equals

Total loan
amount at
the end of
Month 2

Month 3
Month 3
R6 272

X

12%

=

R752,64

+

R6272

=

R7 024,64

Loan
amount
at the
end of
Month 2

Multiply

Interest
rate

Equals

Total
interest
amount

Plus (add)

Loan
amount

Equals

Total loan
amount at
the end of
Month 3

Activity 7
Work it out

Month 4 using the formula:
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Month 4

R

X

%

=

R

+

R

=

Loan
amount at
the end of
Month 3

Multiply

Interest
rate

Equals

Total
interest
amount

Plus
(add)

Loan
Equals
amount

R
Total loan
amount at
the end of
Month 4

Now, is it still a bargain if you borrowed the money? The R5 000 television set costs R7 867,60 after four
months at a monthly interest rate of 12%!
A bank or a trustworthy financial institution would not charge you such a high interest rate per month, but
there are people who might want to lend you such expensive money.
Always find out if the creditor you are dealing with is registered with the National Credit Regulator
(NCR). There is a limit on the interest rates that organisations registered with the NCR can charge you.
In the Saving Money module you have seen what the positive effect of compound interest can be. Compound
interest has the same effect on a loan. The difference is that with savings you benefit and with loans you have
to pay more.

Choosing the best loan for you

Activity 8

To borrow money is a reality of life for many people. It is always better,
and much cheaper, to save money rather than to borrow. If you borrow,
you have to manage your debt well to make sure it costs you as little as
possible. There are a number of things that you need to consider:

Calculate the total cost of
a R2 000 TV if you pay an
instalment of R70 per
month and pay it back
over three years.

3
3
3

The loan amount;
The interest rate; and
The repayment period.

For example, look at the effect of the repayment period in the table below:
Term

Amount borrowed

Interest paid

Total amount
paid

Monthly
instalment

Pay it off over 12 months

R5 000

12 months R1 240

R6 240

R520

Pay it off over 24 months

R5 000

24 months R2 800

R7 800

R325

Pay it off over 36 months

R5 000

36 months R4 756

R9 756

R271

The following are important guidelines to remember when you take out a loan1:
3	The higher the loan amount, the higher your monthly instalments, and the more interest you will pay over

the loan term.

3
The higher the interest rate, the higher your monthly instalment and the more expensive the loan.
3	The longer the loan term, the less your monthly instalments, but the total amount will be more because

you are borrowing money for a longer period.

Therefore, be careful not to sign for a loan unless you have asked the creditor to tell you exactly
what the total loan amount will be and how much you would pay if all the instalments are added
together. The creditor must also tell you the consequences if you do not pay back as promised or
want to cancel the loan.
When you calculate if you can afford to buy something, you have to budget for all the costs.
For example, if you pay the monthly instalment on a cellphone, you also have to budget for airtime.

1

http://www.ncr.org.za
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Questions
Quiz
1

You should try to spend no more than …..% of your income to pay back loans:
a

10%

b

15%

c

20%

d

25%

2	The shorter the loan term, the ….. the total amount you will pay back on the loan
plus the interest:
a

Higher

b

Lower

3	The bigger the loan amount, the ….. the total amount you will pay back on the loan plus the interest:
a

Higher

b

Lower

4	The higher the interest rate, the ….. the total amount you will pay back on the loan plus the interest:
a

Higher

b

Lower

Let’s see how smart you are
Scenario 1

Peter has a problem: He cannot stick to his budget! What advice would you give him?

Income
Expenses
Clothes
Takeaways
School books
Movies
Gym
Save
Pay store account
TOTAL

Actual
R1000

Budget
R1000

Difference

R300
R150
R100
R150
R200
R100
R0

R200
R100
R100
R100
R200
R200
R100

+R100
+R50
+R50
-R100
-R100

R1 000

R1 000

R0

Scenario 2
Mavis wants to buy a new lounge suite of R3 000. Her parents could lend her money at 5% interest, but she
must start to pay back immediately and pay it back over one year. The store wants a 10% deposit, and then
she must pay if off over 36 months at 11% interest. Which would be the best option for Mavis?

Answers
Quiz
1

a

2

b

3

a

4

a

Let’s see how smart you are
Scenario 1
Peter has to pay himself first and save, and then pay his store account. Thereafter he can spend money
according to his budget. He should cut down on movies and takeaways. He could rather rent DVDs and make
snacks at home.

Scenario 2

A loan from her parents is the best option for Mavis. But it would be better to save money for a lounge suite.

Activity 1
3

To buy a house – yes

3

To go to a festival – no

3

To buy a matric dance dress – no

3

To buy a lounge suite – no

3

To buy an iPod – no

3

To pay for an emergency operation – yes. However, it would be better to budget at least 10% of your
total income to save for emergencies like an operation.

Activity 2
A 15% deposit on R3 000 would be R450.

Activity 3
If you buy a fridge for R5 000 and you pay it off over

If you pay this fridge off over five years, will the

three years at a monthly instalment of R167, you will

interest be more than if you pay it off over three

pay R6 012 for the fridge. The interest you would

years? R1 012 for 3 years and R1 720 for 5 years.

have paid at the end of three years would be R 1 012.
Total amount paid:

Total amount paid:

3 years = 3 x 12 = 36 months

5 years = 5 x 12 = 60 months

R167 x 36 = R6 012

R1 012 x 60 = R6 720

Total interest paid:

Total interest paid:

Total amount paid		

R6 012

Total amount paid		

R6 720

Minus original price tag		

R5 000

Minus original price tag		

R5 000

Total interest paid		

R1 012

Total interest paid		

R1 720
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Activity 4
June 			

R900

July 			

R780

August 		

R1 100

Activity 5
No, 10% of Lesedi’s income is R100. She already pays off R100 on her store account. If she also pays off
R50 on her cellphone, her debt repayment would be R150. R150 is 15% of her salary, and more than the
recommended 10%.

Activity 6
The total amount of interest that Sibusiso will pay over the 24 months for a loan of R1 000 is R128.
R47 x 24 months = R1 128
R1128 – R1 000 = R128
In total he will pay back R1 128 for the R1 000 loan.

Activity 7
Month 4

R7024,64

X

%12

=

R842,96

+

R7 024,64 =

R7 867,60

Loan
amount at
the end of
Month 3

Multiply

Interest
rate

Equals

Total
interest
amount

Plus
(add)

Loan
amount

Total loan
amount at
the end of
Month 4

Activity 8
The cost of a TV, paid back over three years at R70 per month, will be R2 520.

Equals

QUALIFIERS Q&A
1

When you take out a loan, you have to:

7

It is best to repay a loan over:
a Five years

a Always pay the full monthly payment on

b The longest possible time

time

c The shortest possible time

b Pay 90% of the monthly payment every

d A longer period

month
c Pay only if you have money available
d Get debt counselling

CORRECT ANSWER c

CORRECT ANSWER a

2

8

A creditor is someone:

The capital of a loan is:
a The interest on a loan

a To whom you lend money

b The original loan amount

b Who lends you money

c The interest rate

c Who pays you interest on a loan

d The difference between income and

d None of the above

expenses
CORRECT ANSWER b

If interest compounds it means it
becomes _____ over time.

CORRECT ANSWER b

9

a Complex

paying for:

b Less

a A holiday

c More

b Something that quickly becomes less
valuable, like a cellphone or clothes

d Very little

c A house

CORRECT ANSWER c

4

You should try to avoid debt when

d Both a and b

If you use a loan to buy something, which
you have to pay back with interest, you
a More

CORRECT ANSWER d

will pay _____ than the original price.

10

you should:

b Less

a Find out what the crime situation is in the

c The same

5

area
b Find out from the municipality what

CORRECT ANSWER a

d Almost nothing

Before you decide to buy a house,

developments are planned for the area

If you pay a loan off over a shorter time,

c Both a and b

you will pay ____ than over a longer time.

d None of the above

a More
b Less

CORRECT ANSWER c

c The same

11

d All of the above
CORRECT ANSWER b

If you borrow responsibly, you will:
a Pay your instalments whenever you can
b Budget for your repayments

have borrowed too much if:
a You spend more than 20% to pay back
debt
b You get a new loan to repay other loans
c Your new loan applications are declined

c Take the highest interest rate

d All of the above

d All of the above
CORRECT ANSWER b

6

You know you have too much debt and

CORRECT ANSWER d

3
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18

When you take out a loan, it is
your responsibility to:

a Stay away from impulse purchases

a Borrow only what you can repay

b Buy groceries only with cash

b Pay on time

c Shop around for a new car loan

c Report stolen credit cards

d Borrow money from your bank

d All of the above
CORRECT ANSWER d

19

a Should make sure you have a number

Going into debt means:

of accounts

a You owe money

b Should budget for the repayments

b Someone owes you money

c Can spend more on your irregular

c You are saving money

d Will easily get other loans in future

If a bank lends you money, you are the:
a Lender

CORRECT ANSWER b

14

expenses
CORRECT ANSWER a

d You have assets

20

b Shareholder

a Buying a house
CORRECT ANSWER d

d Borrower

If you have not budgeted for it, a
personal loan could be used for:

c Creditor

15

When you take out a loan, you:

b New clothes

You know you have too much debt if:

c Emergencies

a You cannot get new loans

d A special holiday

b You pay your accounts late

CORRECT ANSWER c

c You pay only the minimum balance

21

every month

pay it off over time, you will:

d All of the above

a Pay more for it in the long run
CORRECT ANSWER d

16

When you buy an item on credit and

b Pay less for it in the long run

If you pay back R250 on your store

c Pay exactly what the price tag says

account, and your income is R1 000,

d Pay only the wholesale price

you are:

CORRECT ANSWER a

22

a Responsible
b Paying the recommended 10% of your

a Have enough surety to offer

income

b Manage your loans well and can easily

c Paying more than the recommended 10%

meet your obligations

of your income

c Have a good credit record

d Budgeting correctly for your loan
CORRECT ANSWER c

You should not spend more than _______
of your income to pay back your loans:
a 25%

When you take out a loan,
you should know:
a The loan amount
c The repayment period.

c 10%
d 20%

23

b The interest rate

b 15%

d All of the above
CORRECT ANSWER c

17

d Have not been blacklisted before
CORRECT ANSWER b

repayments

To take out a loan is not a problem if you:

CORRECT ANSWER d

13

To stay out of debt you should:

CORRECT ANSWER a

12

24

If you spend more than 10% of your

29

A credit provider is an organisation

income on paying back loans, you:

or person who lends you money.

a Could borrow more

a True

b Are paying the recommended percentage

b False

on loan repayment
c Are paying too much for loans
d Could increase it to 20%
CORRECT ANSWER a

CORRECT ANSWER c

You should try to spend no more than

30

You are responsible for the following

____% of your income to pay back loans.

when you borrow money:

a 10%

a Borrow only what you can repay

b 15%

b Pay debts on time

c 20%

c Read and understand the credit contract

d 25%

d All of the above

CORRECT ANSWER d

25

CORRECT ANSWER a

26

The bank will charge interest and

31

The following is an acceptable reason

a service fee on a personal loan.

to borrow money:

a True

a To go to a festival

b False

b To buy a house
c To buy a new fridge
d None of the above

CORRECT ANSWER b

CORRECT ANSWER a

27

It is your right as a consumer to insist
that all documents on borrowing is
written in plain and understandable
language:
a True
b False

CORRECT ANSWER a

If your debt is too big, you cannot
do anything about it:
a True
b False

CORRECT ANSWER b

28
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MODULE FOUR
GROUP MATCHES

Borrowing
Money

Overview

At the end of this section the learner will
be able to understand what they could do
to become creditworthy.
Time Allocation
One lessons of 45 minutes.

Learning Areas
Economic and Business Sciences, Mathematics and Life Skills

Learning Outcomes
After discussing this level, the learner should be able to:
•
•
•

Understand how to build up a good credit record;
Explore how to borrow responsibly, and
Understand his or her rights as a borrower.

Materials
The following websites are useful in terms of the
protection of consumer rights, or to complain about
unethical or unsatisfactory service:
•
•
•
•
•
•
•

http://www.ncr.org.za
http://www.fsb.co.za
www.obssa.co.za (Banking Ombudsman)
www.insurance-southafrica.co.za/.../insuranceombudsman.htm
(Insurance Ombudsman)
www.creditombud.org.za (Credit information Ombudsman)
www.getclosure.co.za
www.lawsoc.co.za (National Debt Mediation Association)

Answers to exercises appear on the last pages of this section.

Group
Matches
Who qualifies for a loan?
What does it mean?
A credit record is a report on how well you have handled
your loans in the past.
The history of how you managed your loans in the past is
called your credit history.
If you qualify for a loan, you are creditworthy.
A judgement is an order from the court, normally given
after you have defaulted on a loan.
If you do not pay back the instalments and interest on
a loan as you agreed with the creditor, you default.

A bank or a shop would only lend you money
or approve credit if they think you can pay it
back. Usually a bank or shop will decide if you
are creditworthy by looking at your credit
record and credit history.
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You get a good credit record if you pay back your loans on time as
agreed with the creditor. The way you manage your bank accounts,
even when you are young, will also help to build a good credit record.
It will be almost impossible to get a loan if you have a bad credit record.
If you default on your loan repayment, you could get a court judgement
against you. You will be blacklisted and will not be able to get loans
easily in future. Imagine that you want a loan to buy a house, but
your application is turned down because you defaulted on a loan
for shoes that you bought on account years ago.

For The Teacher
Discuss
How would you decide to
lend someone money? What
characteristics would you want
in a person you lend money
to? What would you expect this
person to promise you?

How to build up a good credit history
Your credit record is going to influence the interest rate you’ll be offered when you apply for a loan or a credit
card. It is therefore important to build up a good credit history.

What does it mean?
A credit score is a numerical rating that is provided on a credit report. The credit score is based on the borrower’s
credit history. It measures the relative degree of risk that the borrower will be to the creditor.
The date on which you must make payment is called the due date.
The additional money the creditor will charge you when you pay your instalment late are called late fees and
penalties.
A credit bureau is a company that collects and sells information about how people pay their loans. It issues credit
reports that list how individuals manage their debts and make payments, how much credit they have available but
have not used and whether they have applied for any loans. The plural of a credit bureau is bureaux. It is a French
word.
Sometimes a creditor requires something of value as guarantee or surety. The creditor can claim this valuable thing if
you default on a loan. A life policy and a house are examples of valuable things that could be signed over as surety.

The following are important to build a good credit history1:
3

Establish a good credit record.

-	Open a credit account in your name and
		 use it wisely.
-	Do not take out many store cards or open many
accounts.
3	Pay your monthly balance and your

instalments on time.

-	If you miss the due date on a payment, pay the
money as soon as possible. The late fees, interest
penalties and negative effect on your credit score
just gets worse as the payment becomes more
overdue.

3

Do not run up debt on your credit card.
-	Keep well within the credit limit on your credit card.

3

Don’t have too many accounts.

-	Opening new accounts you don’t really
		 need can lead to more debt.
-	Many accounts may lower your credit score.
-	If you have many cards, it is difficult for you
		 to keep track of your spending and debt.
3

Check your credit report regularly to 		
make sure it is error-free.

		

1

Your credit report is available for free
from the credit bureaux once a year.

www.ncrc.org/fairlending/glossary.htm
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How to be creditworthy: the three Cs
You can only get credit if you are creditworthy. Here are some ways in which a bank or
store will decide if you are creditworthy:
3

Character – will you repay the debt?
From your credit history, does it look like you are honest
and can be relied on to pay off debt?

•
•
		
•
•
3

Have you used credit before?
Do you pay your accounts on time?
Do you have a good credit record?
How long have you lived at your present address?
How long have you been at your present job?

Capital – what if you don’t repay the debt?
Do you have any valuable assets such as a house, 		
savings or investments that could be used to repay
debts if you cannot pay it from your income?
• What property do you own that can secure the loan?
• Do you have a savings account?
• Do you have investments to use as surety?

3

Capacity – can you repay the debt?
Have you been working regularly in a job that is likely
to provide enough income to repay your debt?

•
		
•
		

Do you have a regular or permanent job? What is your
salary? How many other loan payments do you have?
What are your current living expenses?  What are your
current debts? How many dependents do you have?

Activity 1

Module 4 Borrowing Money Group Matches

If you are the bank manager, who would you give a loan to: Sipho or Thabo?
Sipho has a savings account with R1 000. He has one store card. He pays the instalments on his
store card every month. He earns R4 000 per month and has been with his employer for two years.
He applied for a R2 000 loan.
Thabo has defaulted on a loan only once in his life. Until a month ago, he had a good job and earned
R6 000. A big company is talking to him about a manager’s position for R7 000 per month, starting
at the beginning of next year. He has four store cards. He applied for a R2 000 loan.

How to borrow responsibly
As was discussed in the Qualifier section of Borrowing Money, debt itself is not bad if you borrow responsibly
and use debt to achieve your long term goals.
To borrow responsibly means the following:
Borrow only what you can repay.
Make sure you understand exactly what it means if you borrow money. You must ask the creditor 		
to give you all the information. The creditor must give you all the information in a language that you can
understand.
3
Understand what you sign.
3
Budget for repayments.
3
Pay debts on time.
3
Tell your creditor if you cannot pay and make a new arrangement with your creditor.
3
Report lost or stolen credit cards immediately.
3	Never give your credit card number over the phone unless you called the person, or know exactly who
you are talking to. The reason why you have to protect the safety of your credit card is because you also
borrow money on a credit card. If you do not inform the bank when your card is lost or stolen, you will be
responsible for any money stolen from your card.
3
3

Before you borrow money:
3
3
3
3
3
3

Remember it is cheaper to repay loans over a shorter period.
Ask what the interest rate is and work out what this means for you.
Compare interest rates.
Look at the small print, which explains all the terms and conditions.
Remember that interest rates could change and your instalment could increase.
Calculate extra costs like administration fees into your instalment.

Your rights as a borrower:
The National Credit Regulator (NCR) ensures that all companies who lend money to people obey the National
Credit Act. All companies lending money to people must be registered with them. You should ask creditors for
their NCR registration number.
According to the National Credit Act, a borrower has the right to:
3
3
3
3

A clear and understandable credit agreement.
A quote and information about the agreement five days before you have to sign.
Information about the loan that tells you exactly what all the costs would be.
If an application has been turned down, you have the right to know why.

Also:
 ompanies offering and selling you loans should respect your time and privacy while you are at work or
C
at home.
3
Creditors may not automatically increase your credit limit.
3
Creditors may not ask any interest they want on loans. This also applies to micro lenders or Mashonisas.
3
Credit bureaux like the ITC are regulated. You can get a free update on your credit status once a year.
3	When you are over-indebted, people like debt councillors are available who can assist you. You will have
to pay them for this service.
3	When you are over-indebted, your creditors must be prepared to negotiate with you.
3
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The Financial Services Board is an organisation that regulates all nonbanking financial services. These include insurance providers, financial
advisers and retirement funds. The aim of the Financial Services Board
is to protect consumers2.
If you feel that your rights as a borrower have been violated, there are
a number of Ombuds that you could contact. Refer to the first page of
this module for a list of useful e-mail addresses.

What does it mean?
An Ombud investigates
complaints of clients
and tries to bring about
a fair settlement.

Activity 2
Make a list of some of the things companies could promise you to encourage you to take out a loan.

Aspects to consider when choosing a creditor
It is always a good idea to do your homework before you decide on a creditor.
When you choose a creditor, make sure they are registered with the National Credit Regulator or the Financial
Services Board. They should respect your rights as a borrower.
When you consider creditors, ask these questions:
What types of loans, products or services do they offer?
How does the creditor treat customers?
What is the interest rate?
What fees are charged?
What are the penalty fees if you pay late?
How far do you have to travel to get to the creditor?

Module 4 Borrowing Money Group Matches

3
3
3
3
3
3

http://www.ncr.org.za/South_African_Consumer_Rights.php
  http://www.fsb.co.za

2

Questions
Quiz
1

2

3

When you take out a loan, it is your responsibility to:
a

Borrow only what you can repay

b

Pay on time

c

Report stolen credit cards

d

All of the above

To show that you are creditworthy you should:
a

Pay your accounts on time

b

Fill in your income tax forms

c

Use an ATM as many times as possible

d

Close old store accounts

A bank will only give you a loan if you have:
a

Contacts within the bank

b

Lots of money

c

A good credit record

d

A bad credit record

Scenario 1
Mlu wants to save money. On which of the following could he cut back?
a

Christmas gifts

b

Rent

c

Emergency savings

d

School books

e

Stokvel contribution

f

Paying his store account

g

Movies
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Answers
Quiz
1

d

2

a

3

c

GROUP MATCHES Q&A
1

A 10% deposit on an iPod of R2 000
will be:
a R300
b R20
c R200

Scenario 1
Mlu could cut back on Christmas gifts and

2

CORRECT ANSWER c

d R400

It helps your credit history when:
a You go to college

movies. He has to pay his monthly instalment on

b You pay your accounts on time

the store card. However, he could spend less on

c You apply for as many credit cards

his store card to bring the balance down. This

as possible

will also bring the monthly instalment down.

d None of the above
CORRECT ANSWER b

3

a You make a lot of money

Thabo has already defaulted on a loan.

b You should get better interest rates
c You do not take part in risky sports

Activity 2
3

Six months interest free!

3

Free vouchers!

3

Free magazine!

3

Join our club!

d You open as many credit accounts
as possible

4

Borrowers who do not do what they
promised to do on a loan agreement
are in:
a Compliance
b Litigation
c Default
d Transition

5

Potential creditors look mainly at:
a Your history of how you paid off
previous loans
b Your bank account balance
c Your savings account balance
d All of the above
CORRECT ANSWER a

Buy now, pay later!

CORRECT ANSWER b

3

Being a good credit risk means:

6

A good credit record will show:
a If you have paid your accounts on time
b If your loan repayment is up to date
c If you kept your promises about payment
d All of the above
CORRECT ANSWER d

Sipho is less of a credit risk than Thabo.

CORRECT ANSWER c

Activity 1

A bank will only give you a loan

would improve your creditworthiness?

a Friends in the bank

a You never had a job

b Lots of money

b You had many different jobs

c A good credit record

c You have been in the same job for a
long time

CORRECT ANSWER c

d You have had long periods of time

What is a financial liability?

between jobs

a A responsibility you have to pay
b A responsibility someone has to

CORRECT ANSWER c

someone back

14

a Based on your race

c Your total income

b Based on your religion

d An old car

c If you belong to a trade union

CORRECT ANSWER a

d None of the above

Which of the following can lower your

CORRECT ANSWER d

creditworthiness?

15

a Making late payments

a Your parent’s home loan

c Spending over your credit limit

b Your brother’s home loan
d Your past history of paying back loans

Which factor below does not affect

CORRECT ANSWER d

creditworthiness?

16

a If you are male or female

Before you borrow money, you must:

b Payment history

a Look at the small print of the contract

c Credit card balances

b Ask what the interest rate is

d Student loan balances

c Ask how much the admin fees would be

CORRECT ANSWER a

11

c Your father’s annual income

CORRECT ANSWER d

10

Which of the following is important
for your creditworthiness?

b Owning too many credit card accounts
d All of the above

A credit provider might decide not
to give you a loan:

pay you money

9

Which of the following work situations

if you have:

d A bad credit history

8

13

d All of the above

If you owe money, it is called:
a Debt

CORRECT ANSWER d

b Credit

17

c Default

well you pay back your loans
b What you spend on your debit card

Which of the following things you might

c Your most recent employment application

do could potentially damage your

d All of the above

creditworthiness?

CORRECT ANSWER a

a Not pay your store account
b Making many trips to the grocery store in
one week
c Maintaining a low savings account balance
d None of the above

CORRECT ANSWER a

12

a The reports of your creditors about how
CORRECT ANSWER a

d Excess

Your creditworthiness changes based on:

18

Payment history is important for your
creditworthiness.
a True
b False
CORRECT ANSWER a

7
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19

Making credit card payments on time

26

Before a lender can give you a loan,

can improve your creditworthiness.

they have to find out if you might be

a True

a credit risk.

b False

a True
b False
CORRECT ANSWER a

It is a good idea to apply for many credit
cards to increase your creditworthiness.

CORRECT ANSWER a

20

27

Paying off a loan will not improve
your creditworthiness.

a True

a True

b False

b False
CORRECT ANSWER b

If you have a permanent job it will
improve your creditworthiness.

CORRECT ANSWER b

28

a You have many credit cards

a True

b You will possibly qualify for a loan

b False

c Your have lots of money
d You have a part time job

CORRECT ANSWER a

The moment you take out a loan you
start to destroy your credit history.
a True

CORRECT ANSWER b

22

29

b How many credit cards you use
c How much of a risk you might be

CORRECT ANSWER b

to creditors

If you have a bad credit record, you

d Your personal character

should try and hide it when you want

CORRECT ANSWER c

to open a store account.

30

a True

Being creditworthy can help you when:
a Applying for a loan

b False

b Looking for affordable car insurance

CORRECT ANSWER b

24

Creditworthiness measures:
a How much you know about credit

b False

23

Being creditworthy means:

c Renting a flat

Potential lenders rarely look at the length

d All of the above

of your credit history when considering
you as a borrower.

CORRECT ANSWER d

a True

31

b False
CORRECT ANSWER b

One way to establish a good credit
history is to take out a small loan and pay
it off fully and on time.

lenders when they have to decide if they
can give you a loan?
a Have you used credit before?
b Do you pay your bills on time?
c What is your total debt?

a True

d Are you male or female?

b False
CORRECT ANSWER a

25

Which question will not be important to

CORRECT ANSWER d
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MODULE FOUR
PLAY-OFFS

Borrowing
Money

Overview

At the end of this section the learner
will be able to understand problems
associated with debt.
Time Allocation
One lesson of 45 minutes

Learning Areas
Economic and Business Sciences, Mathematics and Life Skills

Learning Outcomes
After discussing this level, the learner should be able to:
•
•
•
•

Identify warning signs of trouble with debt;
Understand their rights as borrowers when they are in trouble;
Explore the implications of having store accounts, and
Explore the implications of buying on Hire Purchase.

Materials
The following websites can be searched for financial terms:
•

http://www.oldmutual.co.za/about-us/transformation/financialeducation/financial-educ.-programmes/on-the-money.aspx

Answers to exercises appear on the last pages of this section.

Play-offs
Having problems with debt
In Modules 2 and 3 we discussed how to budget
and save money for your everyday needs, for
emergencies and to reach your long term goals.
We have also discussed how to use debt responsibly. But,
things don’t always work out the way you plan. Before you
know it, you might be so caught up in debt that you cannot
sleep at night.

For The Teacher
Discuss
If someone borrowed money
from you and cannot pay it
back on the due date, what
arrangement would you like the
person to make with you?

Warning signs
You do not become over-indebted overnight. There are signs
to show you that you have problems with debt:
3
You don’t know how much you owe.
3
You often pay your accounts late.
3
You get a new loan to pay old loans.
3
You avoid opening mail with statements.
3	You pay only the minimum balance due on your accounts and

credit card each month.

For The Teacher
Discuss
Ask learners if they know people
who have problems with debt
and how it affects them.

3
You spend more than 20% of your income to pay back debts.
3	You’re spending more than your income and using your

Module 4 Borrowing Money Play-offs

What does it mean?
The amount of credit available on your store account or
credit card that you can use is called a credit limit.
If you try to spend more than what is available on your credit limit,
you will exceed your credit limit.
Another term for how much money you
borrow is “loan amount”.

What if you cannot pay your
accounts or the instalments
on your loans?
If you have difficulty to repay your loans,
you could do the following:
3

3

Take another look at your budget
• Spend less
• Be realistic about what you can afford
Contact your creditors

Here is some information that might be useful to contact creditors1:
ABSA 			

ABSA Customer Debt Repair Line: 0860 356 356

Nedbank		

Debt Rehabilitation & Recoveries Services: 0860 109 279

Standard Bank

Contact your Standard Bank branch

First National Bank

Debt Review Centre – 0860 362 002

3	Tell them why you can’t pay, that you intend to pay, and when and how much you will be able to pay.
3	Try to work out a new payment schedule with your creditors. If you agree to something, you must keep
3

your promises.
If possible, continue to make the minimum payments.

If you are over-indebted, you have to do the following:
3	Tell the creditors that you are not able to pay the agreed

amounts at the agreed time.

3	Try to negotiate with the creditors to pay a smaller amount

for a longer period. If you do this, the lender will charge you extra
in fees and in interest. However, it is better to pay these extra
fees than to get a bad credit record.

What does it mean?
If the money you have to
pay back on all your loans
every month is more than
your monthly income, you
are over-indebted.

If you still have problems to pay back, you can speak to a registered debt counsellor. Debt counsellors have
to be registered with the National Credit Regulator (NCR). The NCR website has information about registered
debt counsellors (http://www.ncr.org.za).
If you do not pay the creditor back as you agreed, the creditor can hand over your details to the
Credit Bureaux and you will be blacklisted. You will then not be able to get any loan, even if you
need it desperately for an emergency.
However, credit bureaux are regulated in terms of the National Credit Act. They have to register with the
National Credit Regulator (NCR). The Act defines the type of information which credit bureaux may collect
from consumers. They have to treat you with respect and may not collect and publicise just any information
they want.

Your responsibilities
By law, you have the responsibility to pay back your loans, but you have the rights we have discussed before.
The bank, store or money lender have to respect your rights.
Normally the creditor would like to help you to pay your loan. They will lose their money if you don’t pay your loan at all.
A creditor can take you to court, but because that is very expensive, they would normally not want to follow this route.

1

http://www.ncr.org.za/Over-Indebtedness.php
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How to negotiate with confidence
You can negotiate with a bank or shop about your loan
repayments. When you negotiate with a bank or a shop, try to
reach a solution that is good for you and for the bank or shop:
a win-win situation.
You can try to reach a win-win solution
if you do the following:
3	Do your homework so that you know

exactly what you are talking about.

3
Know what you want.
3	Have confidence that you can reach

a solution you will be satisfied with.

3	Be open-minded to solutions and options

that the bank or store might have.

3	Listen to what the bank or shop say
3
3
3
3

and try to understand their position.
Don’t argue; work on a solution that
will work for everybody.
Look the other person in the eye.
Speak with confidence.
Don’t become angry.

For The Teacher
Discuss
Role play negotiations between
a bank and a person who has
defaulted on loan repayments.

Moneylenders and Mashonisas are not allowed to bully you to get their money back. They may not do
anything illegal to get their money back. If they do, you can report them to the police.

What happens if you default
on loan repayments?
In the Qualifier section of this Module we listed different types of loan products.
We would like to show you what could happen if you default on loan repayments.
A fridge you bought on Hire Purchase will only be yours when you have paid the
last instalment. Until then the fridge belongs to the shop. The shop can take it
back, or repossess the fridge, when you miss paying your instalments. You will
then have nothing to show for all the months of payment.
If you default, the shop where you have the account will report you to a credit bureau, and it will affect your
credit record. You will have to pay the store the money you owe them, and they can get a court order to force
you to pay. You will then have to pay the legal costs as well as the costs you owe the shop.

Module 4 Borrowing Money Play-offs

If you are employed, the shop can use the court order to instruct your employer to deduct the amount from
your salary before they pay you. This amount will be deducted until all the outstanding money is paid off.
If you default on paying your account and the shop gets a court order, the R200 pair of shoes might cost you
thousands of Rands after the interest and legal costs have been added.

Questions
Quiz
1

If you don’t have the funds to pay an account:
a Call your creditor to explain the situation
b Try to pay double next month
c Borrow against existing credit
d Close your account

2

You know you have too much debt and have borrowed too much if:
a You spend more than 20% of your income to pay back debt
b You get a new loan to repay other loans
c Your new loan applications are declined
d All of the above

3

You can get your information from a credit bureau:
a Only if a court orders it
b Free of charge every month
c If you have a letter from the bank
d Free of charge every 12 months

Let’s see how smart you are
Scenario 1
Cindy wants to buy a new cellphone which will cost her
R3 000. Which of the following options would be the
cheapest?
a

Save the money.

b	Borrow money from a moneylender at
10% per month, and pay it back over six months.
c	Buy it on a store account, with six months
interest free.

Scenario 2
Thandi has a TV that still works, but the remote does not work. Thandi wants to buy a new television set which
costs R2 000. She does not have money to buy it and has to decide if she should use her credit card or buy it
on HP. What advice would you give Thandi?
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d

3

d

Let’s see how
smart you are

a Take your house
b Report you to a credit bureau
c Threaten your family
d Report you to Department of Home Affairs

2

would be to:
a Pretend to be a salesperson to collect a
debt

Scenario 1

b Threaten legal action to collect money owed

It would be best to save for the cellphone. She

c Continually call a debtor at work

could then also negotiate for a discount.

d Call a debtor at home within reasonable

If she buys on account and pays the total

hours

amount back within the first six months when
option. However, if she does not pay it off within

CORRECT ANSWER d

she does not pay interest, it will also be a good

3

a In English

on the remaining amount.

b A language you can easily understand
c In more than one language

Scenario 2

d In all official languages

Fix the remote! It could be a simple problem
be much cheaper than buying a new TV. If she

The language of a credit contract
must be:

the interest free six months, she will pay interest

like flat batteries. Buying a new remote will also

A fair debt-collection practice

4

If you stop paying instalments on a hire
purchase item, the shop may:

really would like to have a new TV, she should

a Write off the item

budget and save for it.

b Report you to a credit bureau
c Give you a new loan
d All of the above

5

A negative credit record will have
information about:
a Judgements against you
b Defaults on loans
c Late payments on your card
d All of the above

6

Your credit limit on a shopping card is:
a The maximum you can borrow from a shop
b Your credit history at the shop
c The name of your account
d Your cash back voucher

CORRECT ANSWER a

2

account, the shop may:

CORRECT ANSWER d

a

If you do not make payment on an

CORRECT ANSWER b

1

1

CORRECT ANSWER b

Quiz

PLAY-OFFS Q&A

CORRECT ANSWER b

Answers

A deposit is:

13

a The full purchase price
b A lay bye

c Credit record
d The amount of money you owe the shop

When you buy things on an account from
shop to pay for the article.

CORRECT ANSWER b

a shop you actually ____ money from the

14

b Secure

b Fight with

c Default

c Negotiate with

d Steal

d Blackmail

A consumer has the right to:

15

b Receive regular statements on loans or

16

CORRECT ANSWER c

d Get married

understandable

If you have defaulted on a loan,
the credit provider:

CORRECT ANSWER d

If you cannot pay this month’s credit

a Can report you to the police

card bill on time you should:

b Must tell you if your information is sent
to a credit bureau

a Pay it when you can

c Does not have to tell you if they report you

b Put it off until the next month

to a credit bureau
d Can inform all the banks

a payment plan
d Pay it with another credit card account

CORRECT ANSWER c

A bad credit record from a year ago:

17

If you default it means:
a You failed to pay back a loan
b You are over-indebted

a Is not important when you open a

c You have stopped your shopping account
d You are unemployed

b Is not important when you apply for a loan
c Will be ignored after five years
CORRECT ANSWER d

A shop will give you a _____ when you
open an account.

18

CORRECT ANSWER a

shopping account

d Will disqualify you for credit

CORRECT ANSWER b

c Call the bank ahead of time and work out

Which is a sign that you are in trouble
with debt?
a This month’s accounts arrive before you
have paid last month’s accounts

a Default

b You avoid opening envelopes with

b Credit limit

accounts in because they upset you

c Security

c You are receiving overdue notices

d Deposit

d All of the above

CORRECT ANSWER d

CORRECT ANSWER b

12

a Get a new baby
c Move to a new address

c Have a contract that is easily
d All of the above

You have to tell your creditors if you:
b Get a new job

accounts

11

interest rate.
a Plead with

a Apply for credit

10

You can ….. with a bank for a good

a Borrow

CORRECT ANSWER a

9

at the shop

CORRECT ANSWER c

8

a A deposit
b The amount of money you may use

c A percentage of the purchase price
d Half of the purchase price

A credit limit that a shop gives you is:

CORRECT ANSWER c

7
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19

You can get your information from

25

A debt counsellor can help you if you

a credit bureau:

are over-indebted.

a Only if a court orders it

a True

b Free of charge every month

b False

c If you have a letter from the bank
d Free of charge every 12 months
CORRECT ANSWER d

When you give your personal information
to a bank or a shop they have to:
a Give it to other shops where you have

CORRECT ANSWER a

20

26

If you have defaulted once on a loan
payment, you might as well stop paying.

accounts

a True

b Treat your information confidentially

b False

c Send it to a credit bureau
d Put it on the internet
CORRECT ANSWER b

21

If you have a bad credit record, you
should try and hide it when you want to

CORRECT ANSWER b

27

open a shopping account:
a True

your creditworthiness.

b False

a True
b False

CORRECT ANSWER b

22

A home repossession will damage

If a loan has been declined or turned
down you have the right to know why.
a True
CORRECT ANSWER a

b False

28

shopping account even if you did not

CORRECT ANSWER a

23

You have to pay an instalment on your
get a statement.

You can ask a shop to give you a loan

a True

contract in a language you can easily

b False

understand.
a True
b False

CORRECT ANSWER a
CORRECT ANSWER a

If you have problems paying back your

If you buy a television on credit rather
than pay cash, you will save on interest.

loans, speak to the creditors immediately

a True

and make arrangements.

b False

a True
b False
CORRECT ANSWER b

CORRECT ANSWER a

24

29

30

You can find out from a credit bureau
if you have been blacklisted.
a True
b False
CORRECT ANSWER a

31

A history of late payments will make
it harder to qualify for a loan.
a True
b False

CORRECT ANSWER a

32

You should do everything you can
to clear your name if you have been
blacklisted.
a True
b False
CORRECT ANSWER a

33

If you do not have a permanent address,
a shop where you have an account:
a Does not have to give you a statement
b Does not have to give you a copy of the
contract
c Must inform a credit bureau
d Must give you a statement if you ask for it
CORRECT ANSWER d

If you don’t have the funds to pay
an account:
a Call your creditor to explain the situation
b Try to pay double next month
c Borrow against existing credit
d Try to borrow the money from a friend
CORRECT ANSWER a

34
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