
Subject:Businessstudies

Topic:ConceptofCredit

Class:JSS1A

Week:week3

LearningObjectives:

1.DefineCredit

2.Explaintheoriginofcredit

3.TypesandSourcesofcredit

4.Givereasonsoftakingcredit

5.Benefitsoftakingcredit

DefinitionofCredit:Creditisanarrangementofbuyingofgoodsorserviceswiththe

expectationofpayinginfuture.Creditisalsoanagreementreachedbetweentwoormore

peoplebasedontrustinwhichgoodsandservicesareexchangedformoneyinfuture.

OriginofCredit:Creditoriginatedlongtimeago,asindividualshavealwayscollected

householditemsandborrowedmoneytobepaidlater.Asat19thCentury,instalmentplans

weremadeavailablebysellerstobuyersinordertomotivatebuyersfrom buyingmore,

especiallyforhighcostgoodssuchasfurniture,machinery,buildingetc.Fewfinancial

institutionsin19thandearly20thcenturieswerewilltotoextendconsumercreditbecauseof

lackofinformationaboutthepersonswhoneededthecredit.Presentlyconsumercreditison

increaseasmajorityofsellersarereadilyinterestedtoofferittotheircustomersassomany

consumergoodsareproduced.InNigeria,consumercreditbaganwiththeestablishmentof

multi-nationalcompanieslikeUnitedAfricanCompany(UAC),PZ,KingswayandLeventiswhich

establishedtradingcompaniesandsellforcredittotheircustomers.

TypesofCredit:

1.TradeCredit

2.ConsumerCredit

TradeCredit:Thisisalsocalledcommercialtrade.Itreferstothecreditextendedtoabusiness

personbyasupplier.Buyerswhosefinancearenotstablethosewhodon'tpaybackdoesnot

enjoythis.

Consumercredit:Thiskindofcreditisthecreditprovidedbybanksandotherfinancial

institutionstoconsumerstoenablethem buygoods.



Sourcesofcredit:Thisaretheareasorplacesbywhichwegoinsearchofmoneyexamples

1.Commercialbanks

2.Microfinance/savingsandloansbanks

3.Cooperativesocieties(Creditunions)

4.Consumerfinancecompanies

5.Salesfinancecompanies

6.lnsurancecompanies

7.Pawnbrokers

8.Loansharks

9.Familyandfriends

Reasonsfortakingcredit:Thereareseveralreasonswhypeopletakecreditexamples

1.Tostartordevelopbusiness

2.Forexpansionofbusiness

3.Tohaveenoughmoneytoacquireanitem thatone'ssalarycannoteasilyafford:e.g.car,

buildingfurnitureetc.

4.Topayschoolfeesforchildrenandwards.

5.Topaymedicalbills.

6.Tomeetanemergency.

Benefitsoftakingcredit:

1.Itimprovestheamountofonesincome

2.Itiseasiersincewedon'tneedtocarryalotofmoney

3.Ithelpstoprovidemoneyforemergencieslikeillnesses,deathorpropertyloss.

4.Itallowsonetobuythingsthatareneededevenwhenonedon'thaveenoughtopay.

Assignments:

1.Explaintwotypesofcredit

2.Listfive(5)sourcesofcreditandexplainthree(3)


