
 

10 Questions to ask before you borrow money

Before you sign, ask these ten questions:

1. What’s the total amount I’ll be paying back?

Usually the longer the period of a loan, the more you’ll pay back in total. The same goes for how much you’ll pay each month. For example,
$100 a month may be affordable, but if it’s for five years you’ll be paying back a lot more than if the loan period is for two years. 

2. Is my home or are my household goods being used as security?

A creditor can sell your security to get the money back if you don’t keep up the repayments. If your home or household goods are being used
as security for a loan you could lose them.

Find out more about what can be used as security.

3. Is it the best deal I can get?

Buying credit is like buying anything else – it pays to shop around. Use the fixed-credit checklist in this brochure to compare credit offers. Then
work out which is the best deal for you.

4. What extra costs have been added on?

Remember to include fees such as brokerage fees and set-up fees in your working out. These can add up, so even if the interest rate looks good,
look at the fees charged as you may get stung.

5. What about insurance?

Credit providers may push you to get insurance. Think hard about whether you need insurance or not. For example, there’s no point having
redundancy insurance if you’re not currently working.

6. What will happen if I miss a payment?

Check out what the penalty will be if you miss a payment. These will include things such as late payment fees or over limit fees (like on credit
cards). Remember too, late payments can affect your credit rating.

7. I’m not sure I understand the form; do I have to sign straight away?

No! Don’t be pressured into signing straight away. Take the paperwork away and get advice before you sign.

8. They’ve offered me a free gift! Should I be wary?

Be on your guard about free gifts or, for example, when financing a car you’re offered a ‘free’ extended warranty or cash back. This may well
have been added into the overall cost of the loan.

9. Who am I dealing with?

If you are not going through a broker there shouldn’t be a broker fee put on your loan. This is against the law. If this happens you can make a
report to the Commerce Commission on 0800 94 3600.

Visit the Commerce Commission's website.

Also, remember that salespeople often work on commission to sell credit products. Don’t let yourself be talked into anything you’re not
completely happy about, and make sure you’re not being persuaded by the charm.

10. I’ve changed my mind. Can I cancel?

Under New Zealand law, there is a three day cooling off period. This means that after you receive the disclosure statement you have three
working days to cancel the contract.

You need to tell the creditor in writing that you want to cancel. Hand-deliver your letter or send it by registered mail to make sure it arrives in
time.

http://www.consumeraffairs.govt.nz/for-consumers/credit-and-debt-1/before-you-borrow-money-1/security
http://www.comcom.govt.nz


Cancelling the credit does not always cancel the purchase. If you have borrowed the money to pay for goods and have already taken the goods
home you will need to pay for the goods within 15 days. You may also need to pay a small amount to cover the lender’s costs.

This guide is available in PDF. Download and print off a copy.

This guide is available in hard-copy.

Visit the Publications order form to order this leaflet.

 

http://www.consumeraffairs.govt.nz/pdf-library/publications/before-u-borrow-money.pdf
http://www.consumeraffairs.govt.nz/about-mca/publications/publications-order-form
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