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Introduction  

FAIRLY IO3 consists of a practical guide on how to make financial 

choices in everyday life while avoiding the most common illegal 

practices in the field of finance and the everyday economy. In fact, 

nowadays any commercial, economic, or social action requires basic 

financial skills that many people lack. This is especially challenging for 

adults, as this lack of knowledge can become a real obstacle to planning 

their economic life and achieving entrepreneurial objectives.  

 

In order to fill the main gaps, six educational modules were created 

after a careful analysis of the target group’s needs, through interviews 

and questionnaires targeted for them.  

 

The topics covered in the modules were designed to provide training 

on financial issues both for young people entering the labour market 

and having to deal with contracts, salaries, and payrolls for the first time, 

but also for unemployed, entrepreneurs, employees, and families 

interested in better managing their finances.  

 

This guide consists of an operational manual divided into six topical 

modules, followed by a final glossary summarizing key definitions of 

concepts covered in the modules. Each module includes practical 

examples and a list of DO and DON’T to concretely help the reader 

make the best financial choices and recognize fraudulent behaviours at 

an early stage.  
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To fully benefit from the guide, no pre-requisite or previous financial 

knowledge is expected by the reader. The modules and the contents are 

organized in a logical flow and can be read one after the other. However, 

the modules are meant to work as stand-alone as well, so any other 

order can also be followed, including skipping certain parts and topics 

the reader is already familiar with. 

 

The FAIRLY partnership hopes this “pocket” guide can provide useful 

information and know-how for everyone interested in the topic. 
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How to start a budget 

In this section, we will provide tools to set up a simple household budget.  

Having a personal financial statement is the simplest method of 

accounting for income and expenses. The financial statements provide 

you with an indication of your financial condition and can help with 

budget planning.  

There are two types of personal financial statements:  

▪ The Personal Income 

Statement 

The Personal Income Statement is a 

financial statement that outlines your 

income and expenses over a certain 

period of time, giving you some insight 

into your financial position. With this 

personal financial statement, you can 

easily know your financial situation and 

improve, if necessary, your spending 

habits.  

 

 



 

 

6 

  
The Fairly Project has been funded with support from 

the European Commission. This document reflects the 

views only of the authors, and the Commission cannot 

be held responsible for any use, which may be made of 

the information contained therein. 

 

Fairly Project 

www.fairlyproject.eu 

 

 

▪ The Balance Sheet  

The balance sheet is the second type 

of personal financial statement. This 

spreadsheet provides an overall 

snapshot of your wealth at a specific 

period of time. It is a summary of 

your assets (what you own), your 

liabilities (what you owe), and your 

net worth (assets minus liabilities).  

This statement is a tool that can be 

used to analyse your current 

financial status, enabling you to 

track and set financial goals.  
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Evaluating your personal financial statements 

Personal financial statements can serve as tools to monitor your 

spending and increase your net worth. These tools are not just two 

separate pieces of information, but they actually work together.  

If you have a positive net cash flow 

you can: 

If you have a negative net cash flow 

you have to: 

▪ Apply that money to acquiring 

assets or paying off liabilities to 

increase assets without increasing 

liabilities or decrease liabilities 

without increasing assets. 

▪ Assess your spending habits and 

adjust them as necessary by using 

personal financial statements to 

become more aware of your 

spending habits and net worth.  
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How to choose the right budgeting method 

Why is choosing the right budgeting method important? 

Budgeting methods are designed to help you keep track of your money 

situation and to give you more control over your asset management. 

Without a clear plan for your cash flow, you could be spending against 

your own best interest without even knowing it. 

Choosing the most appropriate method for you depends entirely on 

what you want to achieve – limit spending, pay down debts, build up 

savings or something else. Even if these needs share a common goal, 

there are different methods to get you there. 

Before you start: 

▪ Make a self-assessment of your spending 

▪ Decide how much time and effort you are willing to invest 
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6 Budgeting methods 

Method name What is it What is it good for 

The 50/20/30 

method 

It doesn’t require meticulous 

tracking of all your expenses. 

Divide your after-tax income in: 

▪ 50% Necessary expenses 

▪ 20% Savings and debt 

payments  

▪ 30% Optional expenses 

Categorizing “needs” 

over “wants”. 

You can customize this 

method to best fit your 

needs changing the 

proportions. 

The bucket’s 

strategy 

The key elements of this 

approach are: 

▪ Having multiple bank 

accounts, each with a purpose.  

▪ Set spending categories 

and calculate how much to 

allocate to each account.  

Every month you establish how 

much to spend for each 

Making your spending 

more disciplined 
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category, and you have to 

respect the plan.  

The reverse budget The focus here is to set aside 

money for savings first. You 

decide a specific amount every 

time you get paid for savings 

and debt payments, then 

spend the rest of your money 

however you prefer.  

Prioritizing savings 

and debt repayment. 

The big cut strategy This strategy isn’t easy because 

it typically requires a lifestyle 

change. 

It consists in reviewing how 

you spend your money and 

find one significant thing that 

you can eliminate.  

Help yourself 

balancing your 

expenses. 

Track your spending 

approach 

This method involves using 

apps or spreadsheets to track 

where your money goes. Then 

you lock in a time each month 

to review the data: it’s up to 

Create a self-

consciousness about 

your spending habits.   
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you to decide if you are happy 

with your spending habits or if 

you need to change something.  

Zero-based 

budgeting 

The concept of this method is: 

income minus expenses 

equals zero.  

After calculating your monthly 

income, add up your monthly 

spending and savings to equal 

that income amount. 

In this method, it is also 

important to plan out all your 

expenses as accurately as 

possible.  

Consistent tracking of 

income and 

expenses. 
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How to manage your cash flow  

Cash flow 

Cash flow is the movement of money in and out of a business or a 

personal budget. Cash received signifies inflows, and cash spent 

signifies outflows. The cash flow statement is a financial statement that 

reports the usage of cash over a specific period of time. 

Cash inflows consist of anything that brings in money. Usually personal 

Cash inflows include:  

▪ Salaries 

▪ Interest from savings accounts 

▪ Dividends from investments 

▪ Capital gains from the sale of financial securities like stocks and 

bonds. 

Cash outflow represents all expenses. Generally, the personal Cash 

outflow includes:  

▪ Rent or mortgage payments 

▪ Utility bills 

▪ Groceries 

https://www.investopedia.com/terms/c/capitalgain.asp
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▪ Gas 

▪ Entertainment (books, movie tickets, restaurant meals, etc.). 

Managing your cash flow means measuring cash inflows and outflows 

in order to calculate your net cash flow for a specific period of time. 

Cash flow management (CFM) is the most important part of the financial 

planning and the retirement planning. 

4 Tips to manage your Cash flow 

▪  Set realistic goals 

The first step to building better cash flow is to visualise where you 

want to be financially. The best way to do that is to write down 

your financial goals. Consider your age, occupation, the current 

economy, future expenses, debts, and assets, and all the other 

factors that can impact your income and expenses. In doing so, you 

will be able to understand what level of CFM is required to save up 

for that holiday, car, deposit, etc. 

▪ The Cash flow management requires budgeting 

The best method to control your cash flow is being able to 

determine your incomes and expenses. When you consider your 

budget, you have to take into account your entire financial 

position. For this reason, it is important to make a list of all your 
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expenses. Once you have your written budget, you might be able to 

see how a number of your expenses fall into a certain category, such 

as 'entertainment'. Visualising the percentage of your money going 

into these categories is often a good opportunity to reprioritise your 

spendings. 

▪ Plan expenses around paydays  

Structuring your personal CFM around your paydays is a good tip to 

have a responsible management of your budget. You should set 

aside funds for expected must-haves and required payments on 

your paydays. In doing this, you leave yourself with money that can 

either be saved or spent. Depending on your savings’ goals and 

budgeting, you may be left with a surplus or a deficit. 

▪ Manage your surplus and deficits 

Having an overview of your expenses against your income will also 

lead you to understand the status of your cash flow. By simply 

understanding how much you are spending versus how much you 

have coming in, you will get an overview of your potential to save. 

However, large one-off expenses can occur that can leave you in a 

deficit. Proper personal CFM should make you able to manage both. 
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Useful tools 

What is a Cash Flow Management Software? 

A cash flow management software helps manage the past, present, 

and future cash flows of your household budgeting. It can also be useful 

if you run a business or in case you are planning to start one.  

These solutions automatically connect Income Statement and Balance 

Sheet information from your accounting software and organise it into 

cash flow statements and reports, making it easy to uncover real-time 

insights into the nuances of your cash flow. These solutions give you also 

the ability to forecast cash flow into the future across multiple “what-if 

scenarios”, so you can evaluate a variety of potential outcomes 

simultaneously. 

Tools and apps to help you manage your personal budgeting 

strategy 

▪ Bluecoins finance. A free mobile app for personal budgeting. 

Available in most of EU languages.  

https://play.google.com/store/apps/details?id=com.rammigsoftware.blu

ecoins 

https://play.google.com/store/apps/details?id=com.rammigsoftware.bluecoins
https://play.google.com/store/apps/details?id=com.rammigsoftware.bluecoins
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▪ Personal monthly budget spreadsheet. There are many 

hidden gems in Microsoft Excel spreadsheets, which offers many 

templates for personal budgeting. This is one of the most 

streamlined and easy to use. Available in all EU languages: 

https://templates.office.com/en-gb/personal-monthly-budget-

spreadsheet-tm16410113  

▪ Mint. Very comprehensive, free, and at the same time easy to 

use. This app will help you tracking your spending and creating 

your personal budget planning.  Available as web, Android, and 

iOS apps.  

https://mint.intuit.com/ 

▪ Simplifi. Requires a subscription but is highly recommended by 

professionals. Helps with budgeting and personal cash flow 

management. Available as web, Android, and iOS app: 

https://www.quicken.com/simplifi/ 

Other tools: online banks 

Online banks offer useful and intuitive services to monitor your 

expenses. However, some online banking budgeting tools, might require 

that you download a budgeting app in addition to the banking app.  

https://templates.office.com/en-gb/personal-monthly-budget-spreadsheet-tm16410113
https://templates.office.com/en-gb/personal-monthly-budget-spreadsheet-tm16410113
https://mint.intuit.com/
https://www.quicken.com/simplifi/
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DO and DON’T 

A good way to increase your income could be to invest. If done properly, 

in the long term you will benefit greater return opportunities than a 

saving account.  

If you are new to this sector, we have selected some DO and DON’T tips 

to help you understand the main aspects to always keep in mind.  

DO DON’T 

▪ Establish a plan: Consider few 

questions: How much can I 

invest? What can I afford to lose? 

What is the goal of my 

investments? For how long am I 

investing to reach that goal?  

▪ Make an emergency fund: You 

should have an emergency cash 

reserve to cover 3–9 months of 

short-term and needed 

expenses before you begin 

getting deep into investing. 

▪ Reassess: Remember that you 

need to periodically review your 

▪ Underestimate risk: A common 

mistake for first time investors is 

to believe they are more tolerant 

of loss than they actually are.  

Having a prior risk assessment 

will ensure you invest in line with 

your capacity for loss. 

▪ Failing to diversify enough: 

Considering the markets trends, a 

diversified portfolio of different 

types of investment can mitigate 

potential losses and maximize 

long-term returns. 
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investments. In order to assess 

your personal risk tolerance, 

check your portfolio’s risk 

profile. As different top 

investments funds change in 

value, they will adjust their 

weighting in your portfolio and 

this will affect the overall risk 

profile of your portfolio. Periodic 

rebalancing of your portfolio 

seeks to readjust this back to the 

desired level. 

▪ Forget the tax: investing is a long-

term strategy, and you need to 

consider the potential value of 

your investments in the future. 

Consider you are investing now for 

your retirement, by the time you 

reach retirement age you may 

have acquired a considerable 

pot.  If you have not invested 

efficiently in tax, you may end up 

paying a considerable amount of 

tax. 
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https://investmentmoats.com/budgeting/personal-cash-flow-statement-complete-guide/
https://www.livemint.com/money/personal-finance/what-is-personal-cash-flow-management-11633428862943.html
https://www.livemint.com/money/personal-finance/what-is-personal-cash-flow-management-11633428862943.html
https://bettermoneyhabits.bankofamerica.com/en/saving-budgeting/creating-a-budget
https://bettermoneyhabits.bankofamerica.com/en/saving-budgeting/creating-a-budget
https://www.nerdwallet.com/article/finance/how-to-budget
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https://www.fool.com/investing/2018/04/21/budgeting-101-how-to-start-budgeting-for-the-first.aspx
https://www.nerdwallet.com/article/finance/how-to-choose-the-right-budget-system
https://www.nerdwallet.com/article/finance/how-to-choose-the-right-budget-system
https://studentloanhero.com/featured/simple-budgeting-methods-for-financial-health/
https://studentloanhero.com/featured/simple-budgeting-methods-for-financial-health/
https://corporatefinanceinstitute.com/resources/knowledge/accounting/types-of-budgets-budgeting-methods/
https://corporatefinanceinstitute.com/resources/knowledge/accounting/types-of-budgets-budgeting-methods/
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▪ https://www.cubesoftware.com/blog/best-cash-flow-management-software-

tools 

 

  

https://www.thebalance.com/how-to-make-a-budget-1289587
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https://www.cubesoftware.com/blog/best-cash-flow-management-software-tools
https://www.cubesoftware.com/blog/best-cash-flow-management-software-tools
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What is at the basis of buying or renting 

goods and services? 

In today’s world, most of the things we possess or services we enjoy are 

the result of a transaction entailing their purchase or rental from a third 

party for one’s own benefit. It is a common practice which involves both 

daily activities, such as buying a coffee, and once-in-a-lifetime purchases, 

like buying a house. Therefore, what should we keep in mind every time 

we buy or rent something? 

Contracts 

Every time you go grocery shopping, order a meal in a restaurant, or click 

on “I agree” online, you are actually entering a contract. According to the 

Oxford English Dictionary (2016), a contract is “a written or spoken 

agreement, especially one concerning employment, sales, or tenancy, 

that is intended to be enforceable by law”. 

As specified by this definition, contracts do not have to be in writing. 

Indeed, whenever you buy in a shop, you do not have to sign any kind of 

deal with the owner to make the purchase, although you are still entering 

a legally binding agreement. When a contract is instead in writing, this 

does not require the use of complicated terminology, the so-called 

“legalese”, but the rather simple and everyday language which 

guarantees a clear and understandable definition of the contract’s 
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terms, thus preventing potential misinterpretations. As a general rule, 

therefore, “wherever you buy a product or a service in the EU, the trader 

must provide you with a clear, correct, and understandable 

information about the product or service before you buy”.  

But specifically, what is such information every contract should contain?  

Key elements of a contract  

A contract must satisfy six elements to be legally enforceable: 

Offer: a proposal to do something in exchange for something else, 

according to terms and conditions which both parties in the contract 

must fulfil. 

Acceptance: after receiving the offer, the offeree can decide whether to 

accept or reject it, although a third option is possible as well: to make a 

counteroffer. In this case, the original offer is terminated, and the parties 

involved are negotiating new contract’s terms. 

Consideration: it is what each party provides to the other one, and this 

could be money, an item, a property, a service, or else. 

Intention: also called “mutuality” or “meeting of the minds”, it is the 

parties’ willingness to enter a contract. There could be issues with 

intention in case of vague or ambiguous terms in the contract, or of a 

party’s acceptance under duress or undue influence. 
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Capacity: it is the parties’ ability to enter a contract. Indeed, some people 

– minors, mentally disabled or intoxicated individuals – are considered 

legally uncapable to validate a contract. 

Legality: a contract cannot violate the law of the jurisdiction where it 

operates. If contract’s terms are illegal, the contract cannot be enforced.   

While these are the elements making a contract legally binding, others 

can instead impair its validity: the vitiating factors. These can be 

misrepresentation, mistake, duress, undue influence, or illegality. 

Finally, in the event that one of the parties in a legally binding agreement 

fails to hold up their end of the deal, that is a breach of contract. The 

most common types of breaches are defective performance, delayed 

performance, and complete non-performance of the contract. The 

consequences of a breach may vary, as they depend on the nature of the 

breach and on the terms of the contract. 

Different types of contracts 

Here is a summary outline of the various types of contracts you could 

encounter in a range of different situations. 
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Type of contract Main characteristics 

Fixed-price contract It is agreed that costs do not depend on the time or 

resources used but are based on an estimation. This 

is typically used for construction contracts. 

Cost-

reimbursement 

contract 

It is agreed that costs are determined and 

reimbursed only after the completion of a project. 

Cost-plus contract It is agreed that the buyer pays a plus – a fee covering 

the contractor’s profits and overhead – allowing the 

flexibility to make changes throughout the project. 

Time and materials 

contract 

It is similar to a cost-plus contract. It simplifies 

negotiations but requires a meticulous monitoring. 

Unit price contract It is agreed that the price depends on all units 

needed for a project, where “unit” refers to time or 

material. 

Bilateral contract It is based on a relationship where each party is both 

obligor and obligee. It is typically used in sales 

deals. 
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Unilateral contract It is agreed that a party pays the other after a 

specific act is performed. It is used for insurance 

policies. 

Implied contract It is based on the actions of the parties involved. A 

product warranty is an example of it. 

Express contract Contrarily to implied contracts, this type expresses 

all terms, conditions, and details of the contract. 

Simple contract An oral or written agreement requiring consideration 

to be legally valid. 

Unconscionable 

contract 

An unfair agreement – because of undue influence, 

duress, or else – which cannot be enforceable by law. 

Adhesion contract It is a “take it or leave it” contract that is the same for 

all potential offerees, who cannot negotiate. 

Aleatory contract It is agreed that action is taken when a triggering 

event occurs. It is commonly used in insurance 

policies. 
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Buy, rent, or lease: key differences and best 

options 

Definition of buying, renting, and leasing 

The difference between buying and renting/leasing is quite common and 

straightforward. Buying things or services (food, clothes, parking tickets) 

is an activity performed daily. Renting or leasing (an apartment, a car, or 

equipment) is something occurring for specific periods or at specific 

occasions (as it could be when on vacation or during a business trip), but 

still taking place frequently.  

Therefore, buying is the action of acquiring the possession or 

ownership of an item, place, or else, in exchange for payment, whereas 

renting or leasing is the temporary possession and use of those, which 

belong to someone else, still in return for a payment.  

But what is the difference between renting and leasing? 

Often used interchangeably, the terms renting and leasing stand for 

two different types of agreements, both legally binding, but serving 

different purposes. The main difference lies in their duration: a rent is 

usually a short-term contract (typically one-month) which can be 

renewed repeatedly, whereas a lease is a long-term contract generally 

lasting one year or longer.  
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Moreover, in rentals the payment for the repair and maintenance of 

what is rented is on the owner, whereas these are to be paid by the 

lessee in leases. Finally, the terms of a rental agreement can be modified 

monthly, contrarily to those of a lease agreement, which remains fixed 

for the whole period of the lease. 

Which one should you choose? 

When deciding which option is the best for you, the main aspects you 

should consider are: 

▪ Money. How much do you want, or can you afford, to spend? 

Buying is clearly a bigger expense than renting or leasing, 

especially if the purchase is that of a house. But it can also be 

considered an investment, since the money you spend pays for 

something which will belong to you. If choosing instead between 

a rental or a lease, in rental agreements costs can vary month by 

month, usually tending to rise, whereas they stay the same 

throughout the whole duration of a lease. 

▪ Duration. Whether it be a house, a car, or a coffee maker, when 

you buy it, then it is yours forever. Unless you decide to sell it. 

But if you know you will need something only for temporary use, 

then you should probably lease or rent it, rather than buying it 

and then reselling. Nevertheless, keep in mind that, even in case 

of a long-term use, a lease could still be a better option if you 
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value having up-to-date versions of something, as it could be for 

professional equipment.  

▪ Flexibility. This can refer to different aspects of buying, renting, 

or leasing. Some people may appreciate the flexibility to change 

housing arrangements without having to respect a notice 

period, which can be rather long in leases than in rental 

agreements. This is even more valid if they consider moving to a 

different country at a future date. This is why some people even 

lease furniture in order to ease and simplify a potential transfer. 

Flexibility can also refer to the possibility of making changes 

to the signed agreement by altering certain terms to suit new 

personal requirements. Flexibility can also mean having always 

the newest model of something, which is possible when renting 

or leasing it, rather than when buying it. 

▪ Purpose. Do you need a place where to stay for a college 

semester? In that case, it is better not to commit to a yearly lease, 

and even less so to consider buying; hence renting a room could 

be the best option for you. Do you like going ice-skating every 

now and then at Christmas time? It is better you rent your skates 

for the occasion at the ice rink, rather than buying a new pair 

which will be left to gather dust in the attic for the rest of the year. 

Do you need a place where to grow your family for the next 20 

years? Maybe it is time for you to buy a house. Always keep in 

mind the reason why you need what you are considering 

buying, renting, or leasing when making your choice. 
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▪ Responsibility. Once you own a house, everything is on you. If 

you have a problem with the boiler; you will have to find a 

solution. However, if you want to change the colour of the walls, 

you have the freedom to do that at your terms. Having the full 

responsibility of something has negative and positive sides. 

You should consider which aspects you value more. 

Whether it is an apartment, a car, or a printer for your office, always keep 

in mind the five elements above when deciding which option is best for 

you. 
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Practical examples and useful tips 

Clearly, you can buy, rent, or lease all kinds of goods and services, 

requiring various types of contracts, resulting from just one click or 10-

page agreements, and you can do that day by day, or once in a lifetime. 

The basic information given above can be generally valid in a variety 

of situations, but let’s have a look at three specific examples which can 

be relatable to many.  

A student renting a room 

You have just been accepted at the university you liked, which is located 

100 km from your hometown, so you need a place where to stay near 

campus. You have started searching online, familiarising yourself with 

the different types of offers available (based on price, location, number 

of housemates, apartment’s features, charges included, etc.) until you 

have found the one which best fits your needs, so you decide to rent the 

chosen room. Before proceeding signing your rental contract, what 

should you check? 

▪ The contract the landlord asks you to sign has no blanks yet to 

be filled. 

▪ The contract clearly states: who rents what to whom (including 

information identifying the two parties, and details on the 

property rented), terms and conditions (how much the rent is and 
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what it includes, extra charges, duration, notice period, security 

deposit, insurance, pets policy, guests policy, sublease policy, 

rules of the tenancy, landlord’s right to enter the property, repairs 

and maintenance’s responsibility), date, and landlord’s and 

tenant’s signatures. 

▪ The contract’s terms suit your needs. Otherwise, try negotiating 

them, for example by offering something in exchange for 

something else. 

▪ The property’s features correspond to those described in the 

contract. If not, signal to the landlord any mismatch, damage, or 

piece of furniture missing, and ask them to make the necessary 

changes before signing anything. 

Buying your first car 

After years of working, saving, and relying exclusively on public 

transportation, you decide it is time to buy a car. On top of that, your 

rental also includes a parking spot that you never had the chance to use! 

So, you have done your research online, talked to different car dealers, 

and now you know which car you want to buy. Before finalising the 

purchase, what should you check? 

▪ The contract includes buyer’s and seller’s details, 

characteristics of the vehicle (brand, model, colour, year, 

mileage, identification number, agreed-upon accessories), 
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purchase price (including financing details, such as the annual 

percentage rate, the finance charge, and the amount financed, if 

applicable), date of sale, and signatures. 

▪ Country-specific legal requirements for the purchase of a car 

are met. In some countries you need written contracts, in some 

others verbal agreements are sufficient; some countries require 

a technical inspection certificate, others may ask you for the 

service book. 

▪ All information in the contract is accurate and correct, the price 

corresponds to that agreed upon, there are no hidden fees or 

additional accessories you did not request. 

Leasing a printer for your office 

After years of working for others, you finally open your own business. 

You start small as you do not know whether it will be successful or not, 

so you decide to lease a printer rather than buying one. This also allows 

you to get the best one without having to pay a large sum all at once, and 

to always have the Help Centre ready to assist you in case of problems. 

Before closing the deal, what should you check? 

▪ Your contract includes the lease of the machine and the 

service, and no other hidden cost, such as an annual admin fee, 

or unclear interest charges. 



 

 

34 

  
The Fairly Project has been funded with support from 

the European Commission. This document reflects the 

views only of the authors, and the Commission cannot 

be held responsible for any use, which may be made of 

the information contained therein. 

 

Fairly Project 

www.fairlyproject.eu 

 

 

▪ Your “all-inclusive” plan is really all-inclusive. Depending on the 

plan, this could mean it includes delivery, set up, installation, 

servicing and maintenance visits, ink, and toners. 

▪ Terms and conditions, in particular those related to early 

termination, printer’s upgrade, or contract renewal, are in line 

with your requirements and future plans.  
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DO and DON’T 

To sum up, what are the basic rules to responsibly buy or rent goods and 

services? 

DO DON’T 

▪ Negotiate terms and conditions to 

suit your needs; 

▪ Choose the best type of agreement 

– purchase, rental, or lease – based 

on your requirements; 

▪ Evaluate which is the best type of 

contract depending on the 

situation requiring one; 

▪ Read terms and conditions before 

signing anything; 

▪ Ask for clarification or advice if you 

are unsure about something;  

▪ Use simple and plain language; 

▪ Check whether all the information 

is accurate and correct; 

▪ Be rushed into signing: always 

consider your options; 

▪ Sign contracts containing 

ambiguous terms or blanks; 

▪ Sign contracts without having read 

them thoroughly, small print 

included; 

▪ Sign contracts asking you to pay for 

services, add-ons, or additional 

warranties you did not request; 

▪ Assume anything: ask for details, 

modifications, or verbal promises to 

be written down; 

▪ Start complying with contract’s 

terms before making sure it is 

legally valid. 
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▪ Make sure the contract satisfies all 

six elements making it legally 

enforceable;  

▪ Retain a copy of the contract. 
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Sources 

▪ https://europa.eu/youreurope/citizens/consumers/shopping/contract-

information/index_en.htm 

▪ https://www.businesscompanion.info/en/quick-guides/consumer-contracts  

▪ https://ironcladapp.com/journal/contracts/elements-of-a-contract/ 

▪ https://learn.g2.com/types-of-contracts 

▪ https://bungalow.com/articles/the-subtle-difference-between-leasing-and-

renting 

▪ https://www.nolo.com/legal-encyclopedia/ten-tips-tenants-29446.html 

▪ https://homeguides.sfgate.com/dos-donts-home-apartment-leases-contracts-

1752.html  

▪ https://www.evz.de/fileadmin/Media/PDF/EN/Study-Report-Cross-Border-Car-

Purchase-in-Europe.pdf 

▪ https://www.companeo.co.uk/copiers-and-printers/guide/leasing-your-

photocopier 

▪ https://www.strawberryinvest.com/knowledge-hub/top-10-tips-for-first-time-

investors/ 

▪ https://www.investopedia.com/articles/00/082100.asp 
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▪ https://www.bmo.com/main/personal/investments/learning-centre/investing-

tips-for-beginners/ 

 

 
  

https://www.bmo.com/main/personal/investments/learning-centre/investing-tips-for-beginners/
https://www.bmo.com/main/personal/investments/learning-centre/investing-tips-for-beginners/
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How to manage your money online 

If you are buying (or selling) services and goods you can pay through cash 

or checks. However, adding online payment and collecting money 

through the Internet can provide several advantages to you and those 

you interact with.  

Online payments are faster than manual payments. The whole process 

– from submitting an online payment to updating your bank account – 

can take just a few seconds. An online payment will let you know 

immediately if your payment went through successfully or, if you are to 

receive money, if the person making the online payment has sufficient 

funds to cover the transaction. Of course, anything of value comes with 

a cost, and you should get familiar with the different fees you can be 

charged, such as set-up fees, monthly fees, or fees per a transaction.  

In order to understand how online payments work, it is important to 

become familiar with both online banking and also with the elements 

involved in an online payment transaction. 

Online banking 

Online banking, also known as internet banking, is a great way to take 

control of your finances and an easy way to make sure you are 

keeping up to date with payments. It is usually free and allows you to 
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do tasks, such as paying bills and transferring money, without having 

to visit or call your bank or having to physically go to places to buy 

goods or services. 

When you have an online account, most banks will allow you to: 

▪ Check your bank balance;  

▪ Pay your bills and transfer money to other accounts; 

▪ Check any linked mortgages, loans, or savings accounts; 

▪ Check your bank statements (and stop getting paper bills); 

▪ Set up or cancel standing orders; 

▪ Set up or cancel direct debits; 

▪ Check on any investments you might have that are linked to your 

account. 

How to set it up 

Most banks in the EU provide an online banking service. To find out if 

you can get online access to your account, check your bank’s website, 

give them a call, or drop by a branch office. In many cases, you will be 

able to set up an online bank account without even leaving your 

home. However, for security reasons, the registration process often 

requires a few steps such as: 

▪ Having a set-up code that is texted to you on your mobile phone; 

▪ Having a password posted to you; 
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▪ Being given a small security device you will need to log on; 

▪ (and in some cases) visiting your local bank branch. 

Keeping your online account safe 

Banks take lots of measures to make sure your online account is safe. 

These include many authentication processes, timed logouts, and 

encrypted websites. As long as you make sure you follow a few rules, 

accessing your bank account online is generally safe. To keep your 

account protected you should: 

▪ Choose your password carefully and don’t re-use the same one 

for different accounts; 

▪ Always use secure wi-fi connections to access your bank account; 

▪ Not use public wi-fi connections to access your bank account or 

make payments. If you are out with a mobile or tablet, it’s safer to 

use your 3G, 4G, or 5G connection; 

▪ Always remember to log out of your online banking session; 

▪ Keep your operating system and anti-virus software up to date;  

▪ Not reply to emails that claim to be from your bank that ask for 

personal details or passwords; 

▪ Check your statement often and report any unusual activity to 

your bank; 
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Online payment transaction 

To decrease the chances of having personal and billing information 

stolen, online payments need to be done over a secure encrypted connection. 

The main elements involved in an online payment transaction are: 

▪ a buyer (or payee) 

▪ a seller (or merchant) 

▪ a payee issuer (i.e., the buyer’s bank) 

▪ a merchant account provider (i.e., the seller’s bank) 

▪ a payment gateway 

▪ a payment processor 

▪ a payment service provider 

 

We will now try to explain in more detail the 2 elements which facilitate 

online payment which you need to get familiar with: payment gateway 

and payment processor. 

Payment gateway  

A payment gateway is the service which receives the online payment 

request from the website you chose to buy from and directs it to 

the payment processor. The payment gateway is the online middleman 

that processes and authorises financial transactions between the 

buyer and the seller. There are a variety of payment gateways that are 
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used by online sellers. Some of them are PayPal, Alipay, WeChat Pay, 

Paytm, Google Pay, Apple Pay, Square and Stripe. 

Payment processor 

A payment processor is a service that validates your credit card 

details, checks if you have sufficient money in your account to cover the 

payment, authorises the transaction and transfers the money from your 

account. The status of the transaction is transmitted back to the payment 

gateway which then sends a status message to the website from where 

you are buying the good or service. You can see how all these parties 

interact and how an online payment transaction works in the 

illustrative example below.  
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Bob wants to buy sunglasses from Maria’s online shop 

 

  

* Charging fees may vary and are presented here for illustration purposes only 
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Setting-up an e-payment account 

An e-payment account is a way to send and receive money online 

without needing your credit or debit card details. More people now 

use e-payment companies because they can make it easier to 

transfer money and purchase goods or services. Usually, it is free to use 

to buy things as e-payment companies make their money by charging 

the sellers. However, you might be charged for making or receiving 

payments in foreign currencies, or if you spend more money than you 

have access to. 

NB: Payment gateway vs payment processor: what is the difference? 
 

Although the terms payment gateway and payment processor are sometimes 

used interchangeably, they actually refer to different parts of the payments’ 

process. In an online transaction, the payment gateway is what 

authenticates the customer’s payment, whereas the payment processor 

is the mechanism that communicates the transaction between the bank 

and the seller. This distinction is important because, in a physical transaction, 

only the payment processor is needed while in a virtual transaction, an extra 

layer of authentication is necessary.  

To make it even more confusing, the payment gateway and payment 

processor are sometimes combined into a single service known by either 

name. Some companies will manage both sides of the process, whereas 

others only handle one. 
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Before being able to pay for purchases through an e-payment account 

you need to choose an e-payment company such as PayPal, Apple Pay 

or Google Pay. When you have chosen a company, you will most likely be 

asked to register by doing the following: 

▪ Set up an account where you register your details and follow the 

instructions; 

▪ Connect a bank card where you enter your credit or debit card 

details. 

When you are registered, you will be able to pay for purchases using 

your new account details. There are two main ways e-payment accounts 

work:  

1. Pay money into your e-payment account using a payment card 

(when you shop online the money is deducted from your balance – 

or if you are selling things, it is added to your balance), or 

2. Link your e-money account to your payment card (there is no 

money in your account and when you buy online, the e-payment 

company charges the money to your card – or pays it to your card, 

if you are selling things). 

NB: When choosing a provider, always double-check the service you 

will get and the protection it offers for your money. You might not get 

compensation if your e-payment company goes out of business! 
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Online purchase scams 

Shopping online has been growing for years and scammers are keeping 

pace with it. Purchasing scam is one of the most common scam types 

reported. Victims are often tempted by what seems like a good deal for 

an item sold online. Fake online stores are established and many of 

them imitate trusted retailers, with familiar logos and slogans, and a 

URL that can easily be mistaken for the real thing. They offer popular 

items at a fraction of the usual cost and promise advantages like free 

shipping and overnight delivery. 

Some of these online shops do deliver 

goods, often sloppy reproductions worth 

less than the “discount” price advertised in 

the offered deal. More often, the victim will 

never receive the items purchased.  

Unfortunately, your losses might not even 

stop there. Cybercriminals may send 

illegitimate sites, apps, or links in pop-up ads 

and email coupons with malware that infects your device and collects 

personal information for use in identity theft. 

There is no need not to enjoy the ease and endless selection of online 

shopping, but you should make sure that you protect yourself and 

that you get what you pay for. 



 

 

49 

  
The Fairly Project has been funded with support from 

the European Commission. This document reflects the 

views only of the authors, and the Commission cannot 

be held responsible for any use, which may be made of 

the information contained therein. 

 

Fairly Project 

www.fairlyproject.eu 

 

 

  

  

Warning Signs 
 

▪ Prices. You should always be sceptical if discounts exceed 55%. 

▪ Cheap website design or sloppy English. Real retailers pay lots of attention 

to their website and their online presentation. 

▪ Limited or suspicious contact options — for example, they only have a 

contact form to fill in, or provide Yahoo or Gmail email addresses, rather than 

a corporate one. 

▪ URLs with strange words or characters (most stores use only their brand 

name in web addresses) or unusual domains — for example, bargain, .app or 

a foreign domain instead of .com or .net. 
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 DO and DON’T 

Here is a list of DO and DON’T useful to prevent scams: 

DO DON’T 

▪ Use trusted sites rather than 

shopping with a search engine. 

Scammers can divert search 

results to lead you to certain 

websites. 

▪ Search for the name of a site 

with terms like “scam” or 

“complaint,” and look for 

reviews, when you come across 

an unfamiliar product or brand. 

▪ Check carefully the URL address 

and app names. Letters can be 

easily transposed or misplaced, 

and this is easy to miss. 

▪ Check that phone numbers and 

addresses on website are 

▪ Assume that website is safe 

because it is encrypted. Many 

scam sites use encryption, with a 

padlock icon or “https://” in front of 

the URL, to provide a false sense of 

security. 

▪ Provide more information than 

your billing information and the 

shipping address. This should be 

the only information a seller 

needs. 

▪ Use sites that require you to 

download software or enter 

personal information to access 

coupons or discount codes. 

▪ Buy from very new sites. You can 

check that by looking for a 

copyright date and by using 
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genuine, so you can contact the 

seller in case of problems. 

▪ Compare prices and offers. 

Check prices from multiple 

sellers to understand if a deal 

you have seen is too good to be 

true. 

▪ Read delivery, exchange, refund, 

and privacy policies carefully and 

do not go ahead if they are vague 

or non-existent. 

▪ Pay by credit card. Liability for 

fraudulent charges on credit 

cards is generally limited. Paying 

by debit card does not offer the 

same kind of purchase 

protection. 

the WHOIS lookup service 

(https://whois.domaintools.com) 

to see when a domain was 

created. NB: WHOIS stopped 

giving out domain-owner 

information, due to privacy laws 

but you can still check the 

registration date. 

 

  



 

 

52 

  
The Fairly Project has been funded with support from 

the European Commission. This document reflects the 

views only of the authors, and the Commission cannot 

be held responsible for any use, which may be made of 

the information contained therein. 

 

Fairly Project 

www.fairlyproject.eu 

 

 

Phishing attacks 

Phishing is a type of а social engineering attack used to steal data from 

individuals such as login credentials and credit card numbers. It takes 

place when an attacker, impersonating a trusted entity, tricks a victim 

into opening an email, a message or clicking a link, which can lead to: 

▪ The installation of malware; 

▪ The freezing of the system as part of a ransomware attack; 

▪ The revealing of sensitive information. 

This can lead to highly harmful consequences, including unauthorized 

purchases, stealing of money, or identity theft. 
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Examples and useful tips 

The following illustrates a common phishing scam attempt: 

A deceiving email ostensibly from Microsoft is mass-distributed to as 

many receivers as possible. The email claims that the user’s Microsoft 

license is about to expire. Instructions are given to sign-in and provide 

payment information. By clicking the link, the following are examples of 

what can happen:  



 

 

54 

  
The Fairly Project has been funded with support from 

the European Commission. This document reflects the 

views only of the authors, and the Commission cannot 

be held responsible for any use, which may be made of 

the information contained therein. 

 

Fairly Project 

www.fairlyproject.eu 

 

 

▪ The recipient of the attack is redirected to a bogus page 

appearing exactly like the real renewal page, where both new and 

existing passwords are requested. The attacker, monitoring the 

page, hijacks the original password to gain access to the user’s 

secured areas. 

▪ The recipient of the attack is sent to the actual password 

renewal page. However, while being redirected, a malicious script 

activates in the background giving the perpetrator privileged 

access to the user’s secured areas. 

Phishing is a numbers game. When thousands of fraudulent messages 

are sent, even if only a small percentage of recipients falls for the scam, 

the amounts of information and sums of money that can be obtained 

can be significant. In addition, phishers frequently use emotions like 

fear, curiosity, urgency, and greed to induce recipients to open 

attachments or click on links. Applying time pressure, like account  

expiration in the previous example, can lead the receiver to be less 

careful and increase the likelihood to make mistakes. 
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Tips to help prevent phishing attacks 
 

▪ Be vigilant. A phishing message often contains devious mistakes that 

can reveal its true nature. These can include spelling mistakes or 

changes to domain names (as seen in the email in the earlier example). 

▪ Stop and think about why you are receiving such an email or a 

message in the first place. 

▪  Do not click on links you receive by mail or a message from unknown 

sources. 

▪ Never give out personal information over email or a message. 

▪ Keep your browser updated. 

▪ Be aware of pop-up windows. 

▪ Keep track of the latest phishing attacks (you can do that by simply 

writing the words phishing attacks in your preferred search engine). 
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Sources 

▪ https://www.moneyhelper.org.uk/en/everyday-money/banking/shop-safely-

online 

▪ https://www.moneyhelper.org.uk/en/money-troubles/scams/a-beginners-guide-

to-scams 

▪ https://www.wildapricot.com/blog/online-payment-services#but-at-a-price 

▪ https://corporatefinanceinstitute.com/resources/knowledge/finance/online-

payment-companies/ 

▪ https://www.invoiceberry.com/accounting-terms/online-payment 

▪ https://www.scamalert.sg/scam-details/online-purchase-scam 

▪ https://www.aarp.org/money/scams-fraud/info-2019/online-shopping.html 

▪ https://www.fdacs.gov/Consumer-Resources/Scams-and-Fraud/Online-

Shopping-Scams 

▪ https://www.scam-detector.com/article/list-of-scamming-websites/ 

▪ https://uk.pcmag.com/shopping/118425/14-tips-for-safe-online-shopping 

▪ https://www.imperva.com/learn/application-security/phishing-attack-scam/ 

https://www.cisco.com/c/en/us/products/security/email-security/what-is-

phishing.html  

https://www.moneyhelper.org.uk/en/everyday-money/banking/shop-safely-online
https://www.moneyhelper.org.uk/en/everyday-money/banking/shop-safely-online
https://www.moneyhelper.org.uk/en/money-troubles/scams/a-beginners-guide-to-scams
https://www.moneyhelper.org.uk/en/money-troubles/scams/a-beginners-guide-to-scams
https://www.wildapricot.com/blog/online-payment-services#but-at-a-price
https://corporatefinanceinstitute.com/resources/knowledge/finance/online-payment-companies/
https://corporatefinanceinstitute.com/resources/knowledge/finance/online-payment-companies/
https://www.invoiceberry.com/accounting-terms/online-payment
https://www.scamalert.sg/scam-details/online-purchase-scam
https://www.aarp.org/money/scams-fraud/info-2019/online-shopping.html
https://www.fdacs.gov/Consumer-Resources/Scams-and-Fraud/Online-Shopping-Scams
https://www.fdacs.gov/Consumer-Resources/Scams-and-Fraud/Online-Shopping-Scams
https://www.scam-detector.com/article/list-of-scamming-websites/
https://uk.pcmag.com/shopping/118425/14-tips-for-safe-online-shopping
https://www.imperva.com/learn/application-security/phishing-attack-scam/
https://www.cisco.com/c/en/us/products/security/email-security/what-is-phishing.html
https://www.cisco.com/c/en/us/products/security/email-security/what-is-phishing.html
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Employment contracts 

An employment contract is a legally binding agreement between two 

parties, the employer, and the employee, designed to give them 

security and protection. It contains information regarding the 

employee's terms of employment and can be implied, oral, or 

written. The terms laid out in the contract depend on what was agreed 

upon when the employee confirmed that he/she would take a 

position. 

While most employment contracts are in writing, they can also be verbal 

agreements. These have the same legal authority, but it can be much 

harder to prove what was agreed. Having a written contract gives 

parties more certainty over the employment status and can make it 

easier to resolve any disputes. 

Even when it is not written, the employment contract should give 

details on the employer’s name, the job title, the salary of the employee, 

how often it will be paid, hours of work, job location, access to benefits, 

the employment start date, and notice periods. 
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Types of Employment Contracts 

Permanent Employment Contracts 

The permanent contract is one of the most common types of contracts. 

This agreement is typically for a full-time, with expectations for the 

employee to work a minimum of 35 hours per week. It provides 

financial and professional security, as the employee is entitled to all 

workers’ rights and the contract is indefinite. Additionally, the employee 

may get bonuses and have various opportunities for training and 

personal development.  

Full-time Employment Contracts 

The full-time contract is almost the same as the part-time contract, with 

the main difference in the number of working hours per week. In a 

full-time contract, the employee is expected to work 35 hours or more 

per week. However, working time regulations state that employees 

cannot work more than 48 hours a week, unless otherwise specified 

in the employment contract.  

Part-time Employment Contracts 

The part-time employment contract is similar to the full-time contract, 

with the main difference in the agreed working hours. A part-time worker 

will work less than 35 hours per week. The agreed number of hours 

needs to be visible in the contract, but the employee may have the option 
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to work overtime. The benefit of this type of arrangement is that it gives 

the same worker rights as the full-time one. 

Internship Contracts 

The internship contract is generally for students but there are 

internship opportunities for post-graduates as well. An internship is 

a work experience in which the intern has training or shadows a senior 

employee at a work placement.  

Terms of Employment 

Express terms 

Express terms are explicitly agreed upon between the employer and 

the employee. They are parts of the employment contract, either in 

writing or orally. They might include: 

▪ Sick pay; 

▪ Redundancy pay; 

▪ Hours of work, including overtime hours; 

▪ How much notice is needed to end the contract; 

▪ How much the employee will be paid (including overtime and 

bonuses); 

▪ Holiday pay, as well as how much time the employees are 

entitled to take off.  



 

 

61 

  
The Fairly Project has been funded with support from 

the European Commission. This document reflects the 

views only of the authors, and the Commission cannot 

be held responsible for any use, which may be made of 

the information contained therein. 

 

Fairly Project 

www.fairlyproject.eu 

 

 

The expressed terms could be available in several different 

documents, such as the job advertisement, the job description, any 

letters sent by the employer to the employee before the beginning of the 

work, an office manual, or a staff handbook, etc. 

Implied terms 

Implied terms are not written down in the employment contract but 

are expected behaviour and can be included in most contracts. For 

example, the employee is not supposed to steal from the employer or to 

disclose any confidential information. The employer, in turn, has to 

provide a safe working environment and not ask the employee to do 

anything illegal, such as driving an uninsured vehicle. 

Some of the terms might be implied through custom and practice, such 

as finishing early on a Friday or a Christmas bonus. Some others might 

be described in company policies (such as a code of conduct or a health 

and safety policy). 

Probationary period 

Employers sometimes give new employees a probationary period to 

have time to assess their performance. This type of contract can contain 

terms applying only during the probationary period, but which 

cannot take away employee’s statutory rights, namely: 

▪ Paid holidays; 
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▪ Payment of at least the national minimum wage, when 

applicable; 

▪ A written statement of the terms of employment; 

▪ An itemised pay statement; 

▪ Maternity and other parental leaves; 

▪ Payment of compensations for being made redundant; 

▪ Protection against discrimination, harassment, or unfair 

dismissal; 

▪ Minimum pension contributions; 

▪ Equal pay in comparison to someone of the opposite gender 

doing the same job. 

 

The employer and the employees can agree on any terms in the 

employment contract that are in favour of the two parties. However, the 

employee should not agree to a contractual term which places him/her 

worse off under the statutory rights. 

Example: During a probationary period, Antonia might not have all the 

rights she will have when the period is over. But there can be no 

reduction in her statutory rights like the right to a paid holiday, or 

statutory maternity leave, or sick pay. 

Changes to contracts 

The employer might want to change the terms of the employment 

contract in terms of payment, work hours, place of work, or else, but 

they cannot change them without the employee’s agreement.  
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If the change in the employment contract is due to a change in law or 

administrative provisions, the employer does not need to give the 

employee a written document modifying the original contract. 

Adjustments for the disabled employees 

A person with disabilities may ask the employer for changes to adjust the 

job. The Equality Act 2010 calls these “reasonable adjustments”. They can 

be changes to policies, working practices or physical layouts, or the 

provision of extra equipment or support. What is reasonable for the 

employer to do depends on the requirements deriving from the type of 

disability, the size of the organization, and other factors. The employer 

should pay for any adjustments, providing he/she decides to 

accommodate the job for people with disabilities. 
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Salary 

Salary Definition 

The word salary derives from the Roman “salarium”, namely “salt”, which 

was given to the Roman soldiers in addition to the wages they were 

entitled to. 

Nowadays, there are different definitions for “salary”. Some 

interpretations of the salary refer to the regular payment made by an 

employer to the employees in exchange for the work performed. It is 

paid at fixed intervals, generally monthly, and often expressed as an 

annual sum.  

The salary is contrasted with piece wages, where each job, hour or other 

unit is paid separately, rather than on a periodic basis. 

The salaries are usually determined by comparing what other 

employees in similar positions typically earn in the same industry and 

region. In many countries, the supply and demand of resources play 

a major role in assessing the salary, that is how many vacancies there 

are for a specific position against the number of people in the area who 

could fill that position. 
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Basic Salary 

It is a fixed sum paid to employees in exchange for the work 

performed. The basic income is derived before any reductions or 

increases due to overtime, bonuses, or allowances are made. The basic 

salary is a fixed part of the compensation structure of the employee 

and forms the core of the salary. The entire amount of the basic salary is 

part of the in-hand salary. 

Gross Salary  

“Gross salary” is the term used to describe all the money an employee 

has made working for a company in a year. It is the salary without any 

deductions, like the personal income tax, medical insurance, etc. The 

gross salary may include bonuses, overtime pay, holiday pay, and 

others. Some of the components of the gross salary include basic 

salary, house rent allowance (HRA), special allowance and conveyance 

allowance (also known as transport allowance), among others. 

The difference between basic salary and gross salary is that the basic 

salary is the figure agreed upon between the company and its 

employees, without the payment of bonuses, overtime, or any kind of 

extra compensation. Gross salary, on the other hand, includes 

overtime pay and bonuses, but does not consider taxes and other 

deductions.  

For example, the employee’s gross salary is €55,000 and the basic salary 

is €35,000. This means that the individual will receive €35,000 as a fixed 
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pay and the remaining €20,000 in allowances such as a house rent 

allowance, conveyance, etc. 

Net Salary 

The net salary, more commonly referred to as a take-home salary, is 

the income that an employee takes home after taxes and other 

deductions are subtracted from it. The net salary is usually lower than 

the gross salary.  

The difference between the gross salary and the net salary is that the 

gross salary is the figure derived after totalling all the allowances and 

benefits but before deducting any tax, while the net salary is the amount 

that an employee takes home.  

Salary Structure  

The salary consists of various components and there is a huge difference 

between the gross salary received and the net salary received. The 

employee salary can be structured in the following manner:  

▪ Basic Salary; 

▪ House Rent Allowance; 

▪ Transport Allowance; 

▪ Flexible Benefits Plan’s Allowance; 

▪ Statutory Bonus; 

▪ Provident Fund; 

▪ Income Tax; 
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▪ Insurance. 

 

The salary structure is a system that employers use to determine an 

employee's compensation. A standard salary structure takes into 

account things like merit, length of the employment, and pay compared 

to similar positions.  

Payslip 

Payslip Definition  

There are a variety of similar definitions for “payslip” or “salary slip” in 

the dictionaries and economic literature. As per the Collins dictionary 

(2022), “A payslip is a piece of paper given to an employee at the end of 

each week or month, which states how much money he or she has 

earned and how much tax has been taken off”. 

Payslip Information 

The payslip information varies depending on the employees’ countries 

and employers. However, the payslip will include most of the following 

details: 
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▪ Gross pay: the amount of money the employee receives from the 

employer before tax and any additional deductions are made; 

▪ Net pay: the total amount of money the employee receives after all 

deductions and taxes have been subtracted; 

▪ Variable deductions: any deductions that can fluctuate from payslip 

to payslip. This includes tax and national insurance contributions; 

▪ Fixed deductions: any deductions that remain fixed from payslip to 

payslip. This includes, for example, any union fees; 

▪ Accrued holiday days: the number of days the employee can take 

off as a holiday; 

▪ Method of payment: how the wages will be paid (i.e., directly into 

the employee’s bank account); 

▪ Hours worked: the number of hours the employee has worked since 

he/she received the last payslip; 

▪ The tax code: the employee’s personalized tax number issued by the 

respective country’s tax authority; 

▪ National Insurance number: the employee’s personalized 

insurance number issued by the country’s pensions authority; 

▪ Pay rate (annual or hourly): how much the employee is contracted 

to make on an hourly or yearly basis. 

 

Examples of Payslip’s templates are presented here below: 
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Type of Deductions in the Payslips 

The deductions taken out of the employees’ gross pay can differ by 

employees’ countries and the companies they work for. Here are some 

of the most common deductions the employees might spot on their 

payslips: 

▪ Taxes. These are mandatory and based on the government’s taxation 

system. The amount is deducted at source from the employee’s gross 

pay. Depending on how much the employee’s overall salary is, the tax 

will be a percentage of his/her overall income. Usually, this tax 

refers to the Income Tax - a tax that governments impose on income 

generated by individuals within their jurisdiction. By law, taxpayers 

must file an income tax return annually to determine their tax 

obligations. Income taxes are a source of revenue for governments.  

▪ Retirement contributions. This is the money that goes into the 

employee’s pension — usually a percentage of his/her gross salary. 

Most countries deduct a certain percentage of the employee’s salary to 

go toward his/her state pension, and some offer the option to 

contribute to a private pension in addition.  

▪ Taxation of additional incentives. Incentives can be long or short-

term. For example, a short-term incentive could be a bonus paid within 

the same year after certain objectives are met. A long-term incentive 

could be a 3-to-5-year bonus paid as cash, equity, or shares in the 

company. These bonuses are taxable. 
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▪ Insurance. Health insurance can be part of the employee’s benefits 

package, and therefore deducted from his/her salary. The amount 

depends on where the employees are working and what the health 

insurance scheme is in that country. Usually, insurance premiums are 

subtracted from the employee’s income before tax. 

 

 

 

 

 

 

 

 

 

▪ Employee-specific deductions. If the employee needs to wear a 

certain uniform or to use special equipment to do his/her job, the 

employee could be eligible for an allowance towards these costs. 

It needs to be defined in the employment contract in advance whether 

the cost of these allowances is taxable. 
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DO and DON’T  

 

Before you agree to any 

employment terms, DO: 

DON’T sign an employment contract 

until you have checked: 

▪ Make sure that you have read 

and understood everything; 

▪ Get a copy of the agreement; 

▪ Find out if you can opt out; 

▪ Look out for red flags such as 

one-way indemnity clauses, 

indefinite non-compete clauses, 

high pressure, and little time to 

review and sign, ownership of 

your work, or confidentiality 

provisions that apply to outside 

work. 

▪ The job title;  

▪ Probationary period - the length and 

statutory rights are met; 

▪ Restrictive covenants; 

▪ Power to vary i.e., employees' granted 

legitimate power by laws, giving them 

rights, for example, to refuse to take 

on unsafe work or to tolerate 

harassment; 

▪ Salary & benefits; 

▪ Additional documents concerning the 

employment. 
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Sources 

▪  https://www.contractscounsel.com/t/us/employment-contract 

▪ https://europa.eu/youreurope/business/human-resources/employment-

contracts/index_en.htm 

▪ https://www.moneyhelper.org.uk/en/work/employment/employment-contracts-

and-your-employee-rights-explained 

▪ https://www.citizensadvice.org.uk/work/rights-at-work/basic-rights-and-

contracts/contracts-of-employment/ 

▪ https://www.springhouselaw.com/knowledge-hub/rights-without-contract-of-
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Pensions 

 
What is a pension? 

Pensions can be understood as the income people receive after their 

retirement. The sum each individual is entitled to depends on their 

salary and their contributions during their work life.  

It is important to note that there are different types of pensions: state 

pensions, occupational or workplace pensions, and private/personal 

pensions. 

State pensions 

State pensions (or “statutory pensions” are administered by the state and 

are usually financed from individual contributions and/or general tax 

revenues. Once they reach the national retirement age (commonly set at 

65 years in the majority of EU Member States, although it is planned to 

increase in the future), citizens are allowed to receive a fixed amount of 

money on a monthly basis by the government, based on their 

contributions made over their work life (the “old-age pensions”). 

State pensions are calculated according to the rules of each EU 

Member State, depending on the period of time one has worked in 

each. Therefore, the sum you will receive from each of these countries 

can vary. 
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Beyond old-age pensions, state pensions include invalidity pensions and 

survivors’ pensions. It is important to note, however, that these two types 

of pensions are not given in all EU countries and follow different rules 

(like all state pensions). Therefore, it is absolutely essential to check 

beforehand the applicable rules of the country where you live or 

where you want to move. 

Occupational pensions 

Occupational pensions (or “workplace pensions”) are private 

supplementary pension schemes linked to an employment 

relationship. Contributions are made by employers and/or employees, 

often with state support in the form of tax advantages. These schemes 

are commonly established in employment contracts with bigger 

employers or in collective agreements. 

According to the agreement and the employment contract made with the 

employer, a share of the employee’s salary is put into the 

occupational pension scheme automatically with each payslip. In 

most cases, employment contracts provide that the employer adds its 

own contribution into the occupational pension scheme, on top of that 

put by the employee. 

Occupational pension schemes provide a regular income after 

retirement, in addition to the regular state old-age pension. Therefore, 

if set up by the employers, they can be a good option for those 

employees who might want to increase the pension they will receive 
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once retired, especially if that provided by the state scheme is deemed 

not to be particularly high. 

If you adhere to an occupational pension scheme and later decide to 

change your job, you usually have three alternatives: 

▪ Leave your pension behind in your old employer's occupational 

scheme, so that it can be paid to you when you retire; 

▪ Transfer your rights to a new occupational scheme; 

▪ Transfer your rights to a private/personal pension. 

 

Private/Personal pensions 

Personal pensions are private voluntary supplementary schemes in 

which contributions are invested in an individual account managed 

by a private institution (such as a pension fund, a bank, or an insurance 

provider). Contributions to personal pension schemes are often tax-

incentivised. 

Private pensions are similar to workplace pensions, in that they provide 

beneficiaries with an additional sum of money once they retire, on top of 

the regular state old-age pension. The main difference lies on the fact 

that private pensions do not need the individual to be in an employment 

relationship, but rather can be set up by anyone, whether self-

employed, employed, retired, or not working. Therefore, this type of 
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scheme is adapted to the individual’s needs and desires, without other 

parties involved.  

Moreover, they are much more flexible than occupational pensions. 

For instance, it is usually easier to retrieve part of the contributions 

made before reaching the retirement age, such as when faced with a 

big expense that would make it complicated to pay the usual monthly 

contribution into the personal pensions scheme. Lastly, as it is not 

related to your employer, nothing changes if you move jobs.  

Perhaps the main drawback of personal pensions is that, since there is 

no other party involved in its setup – except for you and the private 

institution, you would need a minimum amount of financial literacy skills 

before proceeding. In alternative, you could seek the assistance of a 

professional. 

 

What is a Pan-European Pension Product? 

Recently introduced, the pan-European Personal Pension Product 

(PEPP) is a voluntary personal pension scheme that will offer EU 

citizens a new option to save for retirement. The PEPP will be 

complementary to existing state, occupational and private pension 

systems on national level. The first PEPPs should be available among 

private providers as of March 2022. 

The main feature of PEPPs is that beneficiaries will be able to continue 

saving in the same product even when they change residence in the 
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EU, avoiding the massive amount of paperwork and bureaucracy 

involved in the current system of transferring pension rights across 

Member States. 

PEPPs could then be particularly attractive for citizens who move to 

different EU countries as well as to self-employed individuals who are 

not participating in state-based or occupational pension schemes. 

 

How to obtain a State pension if I have worked in different 
States? 

As long as you stay or reside within the European Union (and also 

Iceland, Liechtenstein, Norway and Switzerland), you will be able to 

receive your pension payments, regardless of the specific Member State 

in which you paid your contributions. 

In order to benefit from your pension, you will have to apply to the 

pension authority of the country where you are living, which will take 

charge of the management of your pension claim and bring together 

records of your contributions from all the countries you have worked in. 

It is important to remember that you can only receive your pension 

from the country where you now live once you have reached the 

legal retirement age in that country. If you have accumulated pension 

rights in other countries, you will only receive those parts of your pension 

once you have reached the legal retirement age in those countries. 

Considering that the legal retirement age is different from country to 
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country, you have to carefully consider which is the best moment to 

retire. 

Moreover, in some EU countries, you must have worked for a minimum 

period of time to be entitled to a pension. The pension authority will then 

take into account all the periods you have worked in other EU countries, 

as if you had been working in that country all along, to check whether 

you are entitled to a pension. 

Each pension authority of each EU country where you worked will 

then calculate the part of the pension it should pay you taking into 

account the periods completed in all EU countries. In other words, it will 

add together the periods you completed in all EU countries and calculate 

how much pension you would get had you contributed to its own 

national scheme over the entire time. This amount will then be adjusted 

to reflect the actual time you were covered in that country. The amount 

that results from this calculation will normally represent the pension 

benefit that you will receive in the end, unless you are entitled to receive 

a higher national pension from the country where you are living. 

 

Private insurance 

In order to obtain private insurance, a person generally has to pay 

premiums to receive financial protection for various types of risk. 

Examples of private insurance include health, life, auto, property, 
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business, travel insurance, and many more. Let us check them in detail 

in the next sections. 

 
Travel 

Travel insurance is a type of coverage designed to protect against risks 

and financial losses that could happen while traveling. 

What are the main types of travel insurance? 

Basically, there are three types of travel insurance coverage: medical 

insurance, cancellation/interruption insurance, and luggage insurance.  

You can choose whether to activate these protections individually or to 

have complete coverage, including all three of them. 

Medical insurance covers you on your trip by providing short-term 

emergency medical treatment, within your specified area or period of 

coverage. The aim of this is to get you well enough to return home. It 

rarely covers long-term medical treatments and does not cover non-

emergency or elective procedures. It pays for emergency medical 

expenses and evacuations, and also provides 24/7 assistance to help 

you.  

Trip cancellation insurance reimburses you for pre-paid, non-

refundable expenses if you need to cancel your trip before you depart. 

Insurance companies provide a list of covered reasons for trip 

cancellation, such as sickness, injury, or death of you, a family member, 
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or a traveling companion, being laid off from work or required to work, 

unforeseen natural disasters at home or in the destination. 

Trip interruption insurance is similar to cancellation coverage; if 

something happens and you are required to return home, this insurance 

will reimburse you for the lost portion of your trip, as well as any 

additional expenses to get back home. 

Baggage insurance covers the value of the travellers’ luggage and the 

contents inside. If the baggage has been lost, delayed, damaged or 

stolen, the travel insurance policy that people purchase before they leave 

home is what will reimburse them for the cost of the luggage as well as 

the contents. 

Furthermore, travel insurance can also provide coverage for life 

insurance (for accidental death or dismemberment), hazardous sports 

(extending the medical coverage to cover activities like SCUBA), rental 

car collision (it replaces your personal insurance or the rental company 

policy), and identity theft while traveling. 

 

What about the risks concerning Covid-19? Most travel insurance companies 

treat it like any other illness. This means they would cover if you get sick with 

Covid-19 and need to cancel. It would also cover medical expenses if you get 

Covid-19 abroad and need care. It would not cover you if are simply concerned 

about getting Covid-19.  
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What is not covered by travel insurance? 

Every travel insurance policy has a list of situations in which coverage is 

not provided, also known as exclusions. Most travel insurance plans 

automatically exclude the following from coverage: 

▪ Losses due to a pre-existing medical condition; 

▪ Changing your mind or deciding you cannot afford to go; 

▪ Travel costs where the purpose of the trip is to obtain medical 

treatment outside your home country; 

▪ Lousy weather conditions; 

▪ Errors or omissions in your travel bookings; 

▪ Incidents involving drugs or alcohol; 

▪ Loss of luggage and personal effects left unattended; 

▪ Extreme sports where the chance of death or injury is high; 

▪ Losses due to AIDS virus, pregnancy (except complications of 

pregnancy), or abortion; 

▪ Losses due to mental, psychological, or nervous disorders 

including anxiety, depression, neurosis, or psychosis. 
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Does everyone need travel insurance? 

You are not required to have travel insurance, but it is strongly 

encouraged, especially if you are travelling to countries like the USA 

where there is no public health service and/or if you have paid a 

considerable sum for a non-refundable vacation. 

Travel insurance is not necessary in three main situations: last-minute 

domestic trips, cheap domestic trips, and in case you can afford to lose 

your pre-paid trip expenses. 

 

What are the advantages/disadvantages of travel insurance? 

 

Advantages Disadvantages 

Sense of security It can be expensive 

Coverage for medical expenses and 

compensation for lost things 

Your travel insurance claim may get 

rejected 

Saving money in the long run Certain reimbursement conditions 

might not be always clear 

 

 

 
 



 

 

88 

  
The Fairly Project has been funded with support from 

the European Commission. This document reflects the 

views only of the authors, and the Commission cannot 

be held responsible for any use, which may be made of 

the information contained therein. 

 

Fairly Project 

www.fairlyproject.eu 

 

 

Home and personal life 

This wide coverage category includes mainly home, health, life, and 

vehicle insurance. 

What does home insurance cover? 

Standard home insurance provides coverage to repair or replace your 

home and its contents in case of damage, usually resulting from fire, 

smoke, theft, or vandalism, or caused by a weather-related event such 

as lightning, wind, or hail. Certain parts of a home insurance policy could 

cover pet-related claims, but it depends on the type of damage, your 

pet’s breed, and other factors. 

When is health insurance necessary? 

During a temporary stay in another EU country, your health expenses are 

generally covered by the European Health Insurance Card (EHIC) that all 

EU citizens possess. However, health insurance is necessary in some 

specific cases in which the EHIC is not valid: if, for instance, you need 

free transport back home after falling seriously ill or after having an 

accident while visiting another EU country, you will need a separate 

insurance cover. The EHIC does not cover you also for private 

healthcare or the cost of planned treatment in another EU country. 

When is life insurance necessary? 

Life insurance can be necessary if you have loved ones who depend on 

your income. It helps cover possible funeral and burial expenses, pay off 
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lingering debts, and make managing day-to-day living expenses less 

burdensome for those you leave behind. 

What to know about vehicle insurance? 

Vehicle insurance covers a car owner against any financial losses related 

to theft or accidental damage of the insured vehicle, along with the legal 

liability that may arise due to third-party losses. 
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DO and DON’T 

In conclusion, here is a brief list of DO and DON’T regarding pensions and 

insurance: 

DO DON’T 

▪ Consider integrating your pension 

with a private pension, if you 

think your pension would not 

meet your needs during 

retirement; 

▪ Apply to the pension authority of 

the country where you are now 

living, if you have worked in 

different countries: it will put 

together all the information 

regarding your pension 

contributions in all the countries 

where you have lived; 

▪ Read the terms very carefully, 

before signing an insurance 

agreement; 

▪ Think that it is still long until 

your retirement age: try to 

familiarise yourself with your 

national pension system as soon 

as you can and maybe calculate 

your future pension in advance; 

▪ Set up a private pension on your 

own if you think you do not 

understand all the financial 

choices it implies: instead, seek 

the advice of a professional; 

▪ Forget your European Health 

insurance card when 

travelling in the EU; 

▪ Activate travel insurance if 

your journey is set within 
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▪ Consider activating travel 

insurance when leaving for your 

holidays outside of Europe, 

covering medical expenses, trip 

cancellation and/or interruption, 

baggage insurance, or all three of 

them.  

▪ Refer to official websites when 

looking for information on a trip 

abroad. 

your own country – you most 

probably will not need it; 

▪ Choose an insurance 

company only based on its 

convenience: always consider 

what it offers. 
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Mortgage basics  

A mortgage is an agreement between you and a lender which you put 

in place when borrowing money to buy a property and which gives the 

lender the right to take your property if you fail to repay the money you 

have borrowed plus the interest. Mortgage loans are used to buy a house 

or to borrow money against the value of a house you already own. 

A mortgage is a necessity if you cannot pay the full cost of a home out 

of pocket. There are some cases where it makes sense to have a 

mortgage on your home even though you have the money to pay it off. 

For example, sometimes a mortgage allows to free up funds for other 

investments. 

Other terms less commonly used for mortgage are “Decision in Principle” 

(DIP), “Agreement in Principle” (AIP) or “Mortgage Promise”. This is a 

statement from a lender certifying that he is lending you a certain 

amount of money before you have finalised the purchase of your house. 
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Types of mortgages 

There are two different types of mortgages: 1) fix-rate mortgages and 

2) adjustable-rate mortgages. 

Fixed-rate mortgage 

The term “fixed-rate mortgage” refers to a home loan that has a fixed 

interest rate –which is an unchanging rate charged on a liability– for the 

entire term of the loan. This means that the mortgage carries a constant 

interest rate from beginning to end. Fixed-rate mortgages are popular 

products for consumers who want to know how much they will pay every 

month.  

Adjustable-rate mortgage 

An adjustable-rate mortgage (ARM) is a home loan with a variable 

interest rate. With an ARM, the initial interest rate is fixed for a period 

of time. After that, the interest rate applied on the outstanding balance 

resets periodically, at yearly or even monthly intervals. ARMs are also 

called variable-rate mortgages or floating mortgages. The interest rate 

for ARMs is reset based on a benchmark or index, plus an additional 

spread called an ARM margin.  
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Types of Lenders 

There are three different types of lenders: 1) bankers and brokers, 2) 

direct lenders and 3) lenders that require that you buy a mortgage 

credit policy. 

Mortgage Bankers and Brokers 

Mortgage Brokers are professionals who work as intermediaries and 

connect lenders with borrowers throughout the whole application 

process as well as during the process of approval. To do this properly, 

mortgage brokers need to talk to the customers about their needs as 

well as their financial situation. Once they have gathered the 

information and documents needed from the perspective of the 

borrower such as (among others) tax returns or credit reports, they can 

move onto consulting the loan possibilities with lenders to be able to 

provide their customers with the best offers on the market. On one 

hand, using brokers spares the hustle of the customers as everything 

seems to be taken care of for them. On the other hand, communicating 

through intermediaries slightly stunts the whole process. 



 

 

98 

  
The Fairly Project has been funded with support from 

the European Commission. This document reflects the 

views only of the authors, and the Commission cannot 

be held responsible for any use, which may be made of 

the information contained therein. 

 

Fairly Project 

www.fairlyproject.eu 

 

 

Direct Lenders 

Direct Lenders, as indicated by the name, offer mortgages without any 

involvement of intermediaries. Hence, instead of engaging banks, 

mortgage brokers or private firms in the process, the so-called direct 

lenders employ people with expertise in areas relevant from the point of 

view of, for instance, processing, so as to process the loan in a correct 

way. Some of the advantages of direct lenders are the speed in which 

they can process the loan and no hidden costs. Yet, direct lenders can 

also be disadvantageous; for instance, they may have access to only 

selected loan programs.  

Lenders require buying a mortgage credit policy. 

Some lenders might establish a requirement that consists of buying a 

mortgage credit policy. It can be proposed to you in a form of an 

inseparable whole, i.e., a mortgage credit policy together with a 

mortgage credit agreement. Although the lenders cannot oblige you to 

buy a mortgage credit policy, they might oblige you to open a special 

account with them, i.e., payment or savings account which will be used 

to pay back the loan. 
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Benefits and risks of mortgages 

Benefits of mortgages  

The European Business Review characterizes European Mortgage 

Market as follows:  

1. More and more cost-effective. 

Reports found by The European Business Review prove that customers 

have recently saved on average as many as 7% thanks to the changing 

European mortgage market. 

2. Long repayment period 

The European Business Review provides France as an example where the 

process can last as many as 120 years for the people have the possibility 

of repaying it at the rate of 1%.  

3. Help-to-Buy Schemes 

Schemes such as “Help-to-Buy” help people who wish to buy their first 

house. 

4. Flexibility in payment arrangements 

European Mortgage Market is flexible and has a variety of payment 

arrangements to choose from, for instance, when people wish to 

purchase a house with Bitcoin.  
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5. Extra benefits 

The European Business Review advises to always ask about extra 

benefits which might include “interest relief on new mortgages” on 

condition that more than ten years have passed since you became the 

owner of the property. 

6. The so-called “Holiday Repayment Period” 

Customers who take out new mortgages are entitled to the above-

mentioned Holiday Repayment Period, that is to say having a pause on 

your loan repayment with a length that can reach 12 months. 

Risks of mortgages 

The most common risks associated with mortgages can be the following: 

▪ Interest rate. Due to the interest rates one needs to pay back 

more than one borrowed in the first place.  

▪ The customer’s home can find itself at risk if they cannot keep 

up with repayments. The lender has the right to take the home 

away from the borrower and subsequently to resell it. 

▪ The creditworthiness needs to be assessed. To make sure that 

the borrower can afford a mortgage, the lender assesses the 

creditworthiness upon receiving the application of a prospective 

customer. There is a fixed set of criteria used for such an 

assessment and the things that are taken into consideration are, 
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among others, the financial situation and the value of the 

property.  

Important note: Although banks have the right to deny the 

application if the bank and the property are not located in the 

same country, it is prohibited to discriminate against EU 

customers on the basis of their nationality when they wish to 

receive a loan in a different EU country than the country of their 

origin. If one feels that one has been a victim of a discrimination 

due to one’s nationality, one should not hesitate to contact the 

Financial Dispute Resolution Network. 
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DO and DON’T 

Here is a brief list of DO and DON’T regarding loans and mortgages: 

DO DON’T 

▪ Start with your Credit Report: 

On the basis of the Credit Report, 

lenders may refuse to grant the 

customer a loan or to set a limit 

on the amount of money to 

borrow. EU countries do not have 

the same structure of credit 

reports.  

▪ Make a big (but affordable) first 

payment: putting more money 

down up-front means that the 

rest of your payments will be 

more reduced during the 

following months and years. 

▪ Postpone nor hasten 

payments: It is important to 

know whether you will incur in 

any kind of penalty in the case 

that you paid off your mortgage 

before the time you had agreed. 

 

▪ Get frustrated: the economy is 

still in flux, and the mortgage 

crisis involved many 

homebuyers. Before making the 

final decision, be aware that the 

lender is obligated to provide you 

with the European Standardised 

Information Sheet (ESIS). 
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▪ Understand how Lenders 

Operate: Your credit score, is a 

reflection of their confidence in 

your ability to repay them. In 

short, the higher your credit 

score, the easier it will be to get 

the amount and rate you want. 

▪ Research: Try to get the best deal 

that you can. Do not sign the first 

offer but research which are the 

best loans and rates for your 

needs.  

▪ Get things in Order: Once you 

have been keeping regular tabs 

on your credit report, you will be 

able to see how you are doing. If 

your debt-to-credit ratio is too 

high, monitoring your score over 

time will show you how your 

score might change. 

▪ Take out more than you can 

pay back: You know your budget. 

You know what you can afford. 

Henceforth, be realistic about the 

house you can buy and the years it 

will take you to repay it.  
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Loan Basics 

At this point, it is crucial to differentiate between a mortgage and a 

loan, which by many are used interchangeably since the notions are 

related to each other. Yet, there is a slight difference which will be 

explained in this section.  

Mortgage is a type of a loan for which one applies with the goal of either 

buying or refinancing a home without getting the money itself.  

Loan, on the other hand, can be taken out for any purpose. What is more, 

in the case of a loan, the borrower is granted all the money which later 

he/she needs to pay back.  

All in all, it can be assumed, that all mortgages are loans but not all loans 

are mortgages.  

There are two main types of loans: “Click&Go” and “classic loan”: 

Click&Go loans are characterised by smaller amounts of money and by 

the easiness of acquiring them. A lot of banks offer the Click&Go loan 

which can be applied for online through one’s bank website or App, at 

the premises of the bank and through the ATMs.. Contrarily to Click&Go, 

the classic loan is not so easily accessible; to qualify for such a loan, one 

needs to deal with the paperwork and hand in crucial documents for the 

process. You can learn more about what is needed in the section 

“Important Documents Required” at the end of this module. 
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Loans can also be divided based on their repayment structure. This 

because there are numerous ways in which one can repay loans. The 

basic repayment structures are: amortized loan, balloon loan, bullet 

loan.  

Amortized loan 

An amortized loan is a loan in which the borrower repays the debt in 

instalments in accordance with the timetable where the instalments 

are specified. Each instalment includes both the principal amount of 

money borrowed as well as the interest. In the course of repaying the 

debt, the portion of interest decreases meanwhile the portion of the 

principal amount increases.   

Balloon loan 

Amortized loans and balloon loans are similar to each other in terms of 

monthly instalments, however, there is one main difference – balloon 

loans consist of a large, final payment due to reduced monthly 

payments.  

Bullet loan 

A bullet loan is a type of a loan that is paid back in one instalment when 

the whole period of the loan is about to finish.  

Furthermore, there is also a secured loan and an unsecured loan. 

Secured loan is a type of loan in which the lender requires the so-called 
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pledged asset. Such a loan is proposed to people who are not entitled to 

the unsecured loan since it lessens the risk of a lender. 

Important Documents Required 

When you ask for a mortgage or a loan, you have to bear in mind that 

you will for sure be asked for some documents, in order to verify not 

only who you are, but also that you are eligible for a mortgage or a loan. 

Documents required for a mortgage 

First of all, it is important to understand that not all loans are the same. 

Thus, the documents you will need might vary. However, the key 

document you will most likely be asked to provide are: 

1. Creditworthiness assessment: that essentially means your 

financial situation. It may include your payslips, a bank history, a 

renting history, etc. 

2. Proof of ID: a copy of an identity card, a passport, a driving 

license, or any other document that proofs who you are. 

3. Proof of residence: the place in which you currently live and 

maybe a record of previous places where you have lived too. 
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Sources 

▪ https://www.valuepenguin.com/loans/what-is-a-balloon-payment 

▪ https://en.wikipedia.org/wiki/Bullet_loan 

▪ https://www.caixabank.es/particular/click&go-loan-new.html 

▪ https://www.bancosantander.es/en/particulares/prestamos/prestamo-online-

rapido 

▪ https://www.rocketmortgage.com/learn/what-is-a-mortgage. 

▪ https://europa.eu/youreurope/citizens/consumers/financial-products-and-

services/mortgages/index_en.htm 

▪ https://checkyourcreditreport.eu/  

▪ https://europa.eu/youreurope/citizens/consumers/financial-products-and-

services/mortgages/index_en.htm 

▪ https://www.americanfinancing.net/mortgage-basics/direct-mortgage-lenders-

vs-brokers 

▪ https://www.statista.com/topics/3926/mortgages-in-

europe/#dossierContents__outerWrapper 

▪ https://www.equifax.co.uk/resources/mortgage/what-is-a-mortgage-in-

principle.html 

▪ www.investopedia.com 
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▪ https://www.consumerfinance.gov/ask-cfpb/what-is-a-mortgage-en-99/ 

▪ https://www.europeanbusinessreview.com/8-things-you-didnt-know-about-

european-mortgage-markets/ 

▪ http://www.cnmv.es/Portal/Inversor/FIN-NET.aspx?lang=en 

▪ https://europa.eu/youreurope/citizens/consumers/financial-products-and-

services/mortgages/index_en.htm 

▪ https://www.investopedia.com/articles/personal-finance/090915/mortgage-

broker-vs-direct-lenders-which-best.asp 
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Glossary 

Assets: are investments and property of significant value that can be 

used as collateral to secure a loan. Common assets include savings, 

certificates, money market accounts, stocks, exchange traded funds 

(ETF), bonds, commodities, real estate, valuable personal property. ^ 

Collective agreement: a contract between an employer and the 

employee’s union representatives that establishes the employment 

conditions (such as a minimum wage, working hours, occupational 

pension, etc.). ^ 

Contributions: another way to refer to ‘taxes’. ^ 

Credit Report: is an information concerning the customer’s credit history 

and their financial situation. It also provides the lender with the details 

related to the customer’s previous credits and the manner of managing 

them (late payments, missed payments, etc.) ^ 

Debit card: the fundamental difference between a debit card and a 

credit card account is that the debit card draws money directly from your 

bank account when you make a purchase, while a credit card allows you 

to borrow money against a line of credit. ^ 
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Debt-to-credit ratio: a percentage calculated out of the borrower’s gross 

monthly salary and the amount of money that stems from the 

percentage which in turn is used to pay back the debt in monthly 

instalments. ^ 

Direct debits: permission you give a company to take a certain amount 

each month, often used for mortgage, energy, or gas bills. ^ 

Domestic trip: trip made by a resident in a specific country within that 

same country. ^ 

European Health Insurance Card (EHIC): a card that covers medical 

expenses throughout the European Union. ^ 

European Standardised Information Sheet (ESIS): is a document which 

outlines the terms and conditions of the mortgage in hand. ^ 

Financial Dispute Resolution Network (FIN-NET): a network that deals 

with cross-border disputes between consumers and financial service 

providers that involve EU countries and take place outside of the court. 

^ 

Financial protection: economic coverage for the expenses related to a 

certain damage. ^ 

Identity theft: a crime that consists in stealing someone’s personal 

information (such as address and bank account data) to unduly obtain 

money or other benefits. ^ 
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Interest rate: a percentage which stands for an additional amount of 

money which is added to the loan by the lender, and which needs to be 

paid off by the borrower. ^ 

Invalidity pension: sums of money given by the state to workers who are 

completely and permanently unable to return to any working activity, 

because of a long-term illness or disability. ^ 

Legal liability: the ability to be held accountable for one’s actions before 

the law. ^ 

Liabilities: are accounts that carry a balance to be paid down by regular 

instalments. Monthly accumulated expenses (utilities, cable, cell phone, 

insurance payments, rent, food, and other general living expenses) are 

excluded. Common liabilities, however, do include balances for credit 

cards, student loans, unpaid medical bills or unpaid taxes, mortgages, or 

vehicle loans. ^ 

Malware: a malicious software which can infect individual computers or 

networks in organizations. ^ 

Merchant account provider: the bank or financial institution that opens 

an account for the merchant and authorizes the legitimacy of the buyer’s 

account. ^ 

Net worth: is the difference between what you own and what you owe. 

^ 
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Obligor: is the person who owes a benefit or payment to another person, 

such as a payment on a loan. The individual receiving the benefit is 

known as the obligee, and they benefit from the terms of the contract. ^ 

Obligee: is the individual receiving the benefit from the terms of the 

contract. ^ 

Online banking: accessing your bank account and making transactions 

through the internet on computer, tablet, or smartphone. ^ 

Online buyer (payee or cardholder): the person who purchases a 

product or a service online. ^ 

Online payment: an electronic exchange of currency for purchased 

goods or services. ^ 

Online seller (or merchant): the person, company, or institution that sells 

the product or provides a service to the buyer. ^ 

Payee issuer: the bank or financial institution that provides the payee with 

the medium of payment, usually a credit card or a debit card. ^ 
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Payment gateway: processes the online payment transaction and uses 

security measures and protocols or encryptions to prevent fraudulent 

transactions. Payment gateways should not be confused with “payment 

processing”. Payment processing only analyses and transmits payment 

transaction information between parties while payment gateway authorizes 

the transfer of funds from one entity to another. ^ 

Payment processor: the online payment company that handles the online 

payment transaction between the buyer and the seller. ^ 

Payment service provider: the company that operates the payment 

gateway or payment processor services. Some will operate both. ^ 

Pledged Asset: a possession that is so valuable as to be held by the lender 

and in turn secure the loan of the borrower. ^ 

Premiums: the periodic or one-time sum of money that you pay to an 

insurance provider in exchange for coverage for a certain risk. ^ 

Portfolio: a portfolio is a collection of financial investments like stocks, 

bonds, commodities, cash, and cash equivalents, including closed-end funds 

and exchange traded funds (ETFs). ^ 

Ransomware attack: type of malware attack in which the attacker locks and 

encrypts the victim’s data, important files and then demands a payment to 

unlock and decrypt the data. ^ 
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Risk profile: a risk profile is an evaluation of an individual's willingness and 

ability to take risks. A risk profile is important for determining a proper 

investment asset allocation for a portfolio. The evaluation of a risk profile is 

a way to mitigate potential risks and threats. ^ 

Sensitive information: data which must be guarded from unauthorized 

access and unwarranted disclosure in order to maintain the information 

security of an individual or organization. Sensitive information can include 

transactional data (credit card, bank account, and social security numbers), 

personal data (phone numbers, physical and virtual addresses, and medical 

history), business-related data (trade secrets; planning, financial, and 

accounting information), governmental data (restricted, confidential, secret, 

or top-secret information). ^ 

Social engineering: the term is used to describe a malicious activity that 

makes use of psychological manipulation to trick individuals into making 

mistakes around security or giving away sensitive information. ^ 

Standing orders: regular payments you instruct your bank to make, such 

as rent payment or regular payments into a saving account. ^ 

Survivors’ pension: monthly allowances provided to the closest surviving 

relatives of a deceased person (usually spouses and children), 

corresponding to a percentage of the pension that the deceased would have 

received if he/she were still alive. ^ 
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Tax advantages: financial arrangements that reduce the amount of taxes 

one has to pay. ^ 

Tax-incentivised: encouraged by the government through tax advantages. 

^ 
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The printable edition of this practical guide for Informed and Safe 

Financial Choices is environmentally friendly. 

Blank pages have been avoided to limit paper consumption and help 

make a difference to our planet. 

  

Thank you for your attention. 


