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Background knowledge "Terminology" 

Car loan A loan that is earmarked for the purchase of a car. 

Creditworthiness 

By collecting various personal data, an attempt is made to 

assess a person's ability to estimate how likely it is that the 

debt will be repaid. The better this assessment is, the better 

the credit rating. Depending on the classification, the inte-

rest rate often changes as well. It is very difficult to get a 

loan if you have bad credit. 

Guarantee 

The guarantee is a security for a loan. As a guarantor, I un-

dertake to pay the outstanding debts if the borrower does 

not pay them. If I actually have to pay the debt, I can claim 

the money back from the borrower. Whether I have more 

success than the bank is questionable. 

Borrowing money privately  
Borrowing money from relatives or friends – usually without 

paying interest 

Mortgage 

A mortgage is a special form of security. Real estate or land 

is used as security. So that everyone can see that this pro-

perty or property serves as security, a so-called mortgage is 

entered in the land register. The land register can be viewed 

by everyone.  

Mortgage loan 
A loan intended for the purchase or construction of real es-

tate or land with a mortgage as 

Overdraft 

The overdraft is probably the most common way to borrow 

money. The salary account serves as a credit account. When 

the salary account is closed, a so-called "framework" is set 

by the banking institution. This is the amount that custo-

mers can "overdraw", i.e. borrow. Fees and interest are usu-

ally charged for this. These fees and interest are higher than 

for a loan.. 

Loan default 

One speaks of a loan default when the claim against the 

borrower is irrecoverable. That means you don't get any-

thing back from the outstanding debt. 

Loan shark 

Colloquially, dodgy, dubious people who lend money to de-

btors with poor credit ratings at excessive interest rates 

(usurious interest rates). In the event of non-payment of the 

debt, the legally prescribed ways of collecting the debt are 

not always followed. 
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Credit card partial payment 

If I pay by credit card, I have the option of paying the 

amount in installments. This means that I don't have to pay 

the entire credit card bill in the following month, but only a 

minimum rate (e.g. 10% of the total amount). 

The interest charged for this is usually higher than with an 

overdraft. 

Credit intermediary 

A credit intermediary brokers loans between banks and bor-

rowers. He receives a commission from the bank for his 

work. This commission is usually passed on to the borrower 

as part of the loan agreement.  

Leasing 

The word "leasing" is English and means "to rent". However, 

this has nothing to do with a tenancy agreement, such as 

with an apartment. 

With leasing, the lessor rents an object (e.g. car, ...) to the 

lessee for a certain period of time. The lessor can request a 

down payment at the beginning or a final payment at the 

end. The object belongs to the lessor. However, the lessee 

must pay for any damage that occurs. As a rule, the lessee 

cannot exit the contract prematurely (or only by paying a 

penalty).  

Online quick 

loan A loan that is taken out over the Internet. After ente-

ring the personal data, a credit check is carried out in the 

background. If the creditworthiness meets the require-

ments of the bank, the loan is granted and the money paid 

out within a few minutes. 

Pawnbroker 

At a pawnbroker, I can borrow money for a short time in re-

turn for a deposit (jewellery, car, valuables, etc.). I get a 

pawn ticket for it. In any case, the amount is always less 

than the value of the deposit. On the due date, I must pay 

the entire debt (including fees and interest) to get my depo-

sit back. If this is not possible, I have the option to extend. 

But I have to pay the interest and fees. A new deposit slip 

will then be issued. If I cannot pay, I will be given a one-

month grace period. If I can't pay again, my deposit will be 

sold. If there is anything left over from the sale after deduc-

ting the pawnbroker's costs, I get that money. 

Personal loan  
A loan that is aimed at consumers. The intended use is not 

specified. 
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Installment purchase 

Installment purchase is a commercial credit. I buy a certain 

product and receive it immediately. However, I pay the 

purchase price in individual installments. Interest is charged 

for this (as with other loans). The goods still belong to the 

seller until the last installment has been paid. The install-

ment purchase can be concluded directly with the seller. In 

recent years, however, many sellers have been working di-

rectly with a bank. They act almost like a credit broker (but 

without commission). Your advantage - you get the purch-

ase price from the bank immediately. The bank bears the 

risk of default. 

Collateral 

Collateral is used to secure credit transactions. If the loan is 

not repaid or only partially repaid, this collateral is used. If 

these are material things (land, houses, gold bars, ...), they 

are sold. If there is any money left over after the debt has 

been settled, the owner of the security gets it. If the liability 

is personal (e.g. surety bond), this person will be asked to 

pay the outstanding debt. 

Interest 

Interest is the fee I have to pay for borrowed money. 

e.g. B. I borrow 2,000 euros at 5% for 120 days.  

Interest is calculated using the overnight interest formula: 

Z = K * P * T / 100 * 360 

“Z” stands for interest, “P” for interest rate, “K” for loan 
amount, and “T” for number of days. 
A banking year has 360 days. 

So if I borrow 2,000 euros for 120 days at an interest rate of 

5 percent, the following calculation results: 

Z = 2,000 * 5 * 120 / 100 * 360 = 33.33 euros 

This means that I have to pay 33.33 euros in interest. 

Compound interest 

Accrued interest is added to capital. As a result, I then also 

have to pay interest on this interest. This is called com-

pound interest. 
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