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Introduction 
This handbook was created as part of the Erasmus+ project YOUTHCENTS, 

co-funded by the European Union. Its purpose is to equip young people with 

practical knowledge and skills in ethical and sustainable finance, showing how 

financial decisions affect not only personal wellbeing but also communities, the 

environment, and the future of our societies. By making finance more accessible and 

relevant, it encourages learners to see money as a tool for positive change rather 

than a distant, technical system. 

 

In a world facing climate change, inequality, and rapid technological transformation, 

understanding the role of finance is essential. Decisions about where money flows 

influence which industries grow, how resources are used, and whether development 

is fair and sustainable. This handbook invites young people to critically reflect on 

these connections, giving them the confidence to engage with financial systems and 

to align their actions with their values. 

 

The knowledge gained here empowers participants to make informed choices as 

consumers, professionals, entrepreneurs, and citizens. It also highlights their role in 

shaping a more inclusive and responsible economy – one that values long-term 

impact, social equity, and environmental stewardship. By integrating these 

principles into everyday decisions, young people can help create a future that is fair, 

resilient, and sustainable for all. 
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I Entrepreneurship 

Introduction 

Entrepreneurship is the process of identifying a need or opportunity and taking 

action to create something valuable—whether it is a product, service, or community 

initiative. Entrepreneurs are people who do not wait for others to solve problems; 

they step forward themselves, using creativity, planning, and determination. Far 

beyond simply starting a business, entrepreneurship is a force for positive change. It 

drives innovation, creates jobs, and empowers individuals and communities to grow 

and thrive. By developing an entrepreneurial mindset and learning practical 

skills—from idea generation to pitching—anyone can discover their potential to 

make a meaningful impact. 

 

Key Concepts 

By the end of this learning module, participants will be able to: 

1.​ Define Entrepreneurship and Its Purpose 

o​ Understand what entrepreneurship means and why it is important in 

society. 

o​ Recognize that entrepreneurship is not only about starting businesses 

but also about solving problems and driving positive change. 

2.​ Identify Types of Entrepreneurs 

o​ Describe different types of entrepreneurs, including social, tech, green, 

creative, and youth entrepreneurs. 

o​ Reflect on which type(s) of entrepreneurship align with their own 

interests and values. 

3.​ Develop an Entrepreneurial Mindset 

o​ Explore key characteristics such as initiative, creativity, risk-taking, 

resilience, problem-solving, and vision. 

Co-funded by the European Union. Views and opinions expressed are however those of the author(s) only and do not 
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o​ Assess personal strengths and areas for growth related to these 

qualities. 

4.​ Generate and Evaluate Business Ideas 

o​ Practice creative thinking techniques such as SCAMPER, mind 

mapping, and observation. 

o​ Learn how to identify real-world problems and turn them into 

opportunities. 

o​ Understand the importance of validating ideas by gathering feedback 

from potential users. 

5.​ Conduct Market Research and Understand Customers 

o​ Learn how to define a target audience using demographics and 

psychographics. 

o​ Explore simple market research methods such as surveys and 

interviews. 

o​ Create a customer persona to guide product or service development. 

6.​ Develop a Brand Identity 

o​ Understand what makes a brand memorable, trustworthy, and 

appealing. 

o​ Learn how to create a business name, logo, and brand values that 

reflect their mission. 

o​ Explore marketing channels including social media, word of mouth, 

and local advertising. 

7.​ Apply the 4Ps of Marketing 

o​ Define product, price, place, and promotion for their business idea. 

o​ Plan how to communicate the value of their idea to customers 

effectively. 

8.​ Build Confidence in Pitching and Presentation 

o​ Learn how to craft a clear and compelling elevator pitch. 

o​ Practice public speaking techniques to deliver ideas confidently. 

Co-funded by the European Union. Views and opinions expressed are however those of the author(s) only and do not 
necessarily reflect those of the European Union or the European Education and Culture Executive Agency (EACEA). Neither 
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o​ Create simple visual aids to support their message during 

presentations. 

9.​ Reflect on Personal Growth and Next Steps 

o​ Reflect on what they have learned about themselves as aspiring 

entrepreneurs. 

o​ Identify actions they can take to keep developing their ideas and skills 

beyond this module. 

1. What Is Entrepreneurship? 

Entrepreneurship is the process of identifying a need or opportunity, developing a 

new idea or solution, and taking initiative to turn that idea into something real and 

useful—often in the form of a business, product, service, or community initiative. It 

involves planning, risk-taking, innovation, and determination. 

An entrepreneur is someone who sees a problem or gap and says, "I can do 

something about this." Entrepreneurs do not wait for others to act—they take the 

first step themselves. 

 

Entrepreneurship is more than just starting a business. It is a force for change. 

Entrepreneurs contribute to society in a variety of ways: 

 

●​ They solve problems that others ignore. 

●​ They create new products or services that improve people's lives. 

●​ They generate employment and support economic development. 

●​ They often lead innovation and introduce new ways of thinking and doing 

things. 

●​ They empower themselves and others, particularly in communities where 

opportunities may be limited. 

 

Co-funded by the European Union. Views and opinions expressed are however those of the author(s) only and do not 
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Entrepreneurship also helps young people develop important life skills—such as 

responsibility, resilience, communication, planning, and decision-making—that can 

benefit them in any career. 

 

Types of Entrepreneurs 

Entrepreneurs come from all walks of life and pursue different goals. Here are some 

broad categories of entrepreneurship that you may encounter or even identify with: 

 

1. Social Entrepreneurs 

Social entrepreneurs focus on solving social or environmental problems. Their aim 

is to bring about positive change in society, even if it is not highly profitable. These 

individuals might start organizations that support education, healthcare, the 

environment, or vulnerable communities. 

 

2. Tech Entrepreneurs 

These are entrepreneurs who use technology to create innovative products or 

services. They may develop apps, software platforms, or tools that change how we 

communicate, work, or learn. Many well-known global businesses began as tech 

start-ups founded by young people with a vision. 

 

3. Green Entrepreneurs 

Green entrepreneurs are focused on sustainability and the environment. They create 

solutions that reduce waste, save energy, protect natural resources, or promote 

ethical consumption. Their businesses are often built around the idea of making 

profit while protecting the planet. 

 

4. Creative Entrepreneurs 

These entrepreneurs work in the arts, culture, fashion, music, or design. They turn 

their talents into businesses—creating original content, products, or experiences 
Co-funded by the European Union. Views and opinions expressed are however those of the author(s) only and do not 
necessarily reflect those of the European Union or the European Education and Culture Executive Agency (EACEA). Neither 
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that others value. Many young people discover entrepreneurship through creative 

projects they are passionate about. 

 

5. Youth Entrepreneurs 

Youth entrepreneurs are young people, often still in school or early in their careers, 

who start their own ventures. They might sell handmade products, offer digital 

services, or create small businesses based on local needs. What sets them apart is 

their courage to start early and learn by doing. 

 

You do not need to fit into only one of these categories. You may combine elements 

from each, depending on your goals and values. 

 

The Entrepreneurial Mindset 

Success in entrepreneurship depends not only on having a good idea but also on 

how you think and approach challenges. This is called the entrepreneurial 

mindset—a set of attitudes, behaviours, and ways of thinking that help 

entrepreneurs succeed. These qualities are not something you are born with—they 

can be learned, practiced, and strengthened over time. 

 

Key Characteristics: 

1. Initiative-Entrepreneurs act. They do not wait for perfect conditions or 

permission. They see a need and decide to address it with what they have. 

 

2. Creativity-Entrepreneurs think differently. They use imagination to find new and 

better ways of doing things. They often combine ideas in unexpected ways to create 

value. 

 

Co-funded by the European Union. Views and opinions expressed are however those of the author(s) only and do not 
necessarily reflect those of the European Union or the European Education and Culture Executive Agency (EACEA). Neither 
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3. Risk-taking-Every decision involves some uncertainty. Entrepreneurs are willing 

to take calculated risks. They understand that success is not guaranteed, but they 

move forward anyway because they believe in their idea. 

 

4. Resilience-Failure is part of the journey. Resilient entrepreneurs do not give up 

when things go wrong. They learn from mistakes, adapt, and keep moving forward. 

 

5. Problem-solving-Entrepreneurs are constantly faced with problems—from 

technical issues to customer concerns. They approach these challenges with a 

practical mindset and a focus on finding workable solutions. 

 

6. Vision-Entrepreneurs often see what others do not. They imagine a future that is 

better than the present and work hard to bring that vision to life, even when others 

cannot yet see it. 

 

Activities 

Activity 1: Watch and Reflect 

Find an inspiring video or short documentary. After watching, write a short 

paragraph answering these questions: 

 

●​ What challenge did the entrepreneur face? 

●​ How did they use their mindset to overcome it? 

●​ What do you admire most about their journey? 

 

Activity 2: Research and Present 

Choose an entrepreneur you admire—someone local, national, or international. This 

could be someone in fashion, food, tech, education, or social change—choose 

someone you connect with. 

Prepare a short written profile or voice recording explaining: 
Co-funded by the European Union. Views and opinions expressed are however those of the author(s) only and do not 
necessarily reflect those of the European Union or the European Education and Culture Executive Agency (EACEA). Neither 
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●​ Who they are and what they do 

●​ What type of entrepreneur they are 

●​ How they demonstrate the entrepreneurial mindset 

●​ What impact they have made 

 

Activity 3: Personal Reflection – Entrepreneurial Traits 

Write a journal entry answering the following: 

●​ Which characteristics of the entrepreneurial mindset do I already have? 

●​ Which ones do I want to develop further? 

●​ Have I ever acted like an entrepreneur in school, in my family, or in the 

community (e.g. starting a fundraiser, organizing an event, creating 

something new)? 

●​ What is something I would love to improve or solve in my community, and 

how might I begin? 

 

Activity 4 : "Am I Thinking Like an Entrepreneur?" 

Answer the following questions with "Yes" or "No". Be honest—this is only for your 

personal reflection. 

●​ I often notice problems around me and think of ways to solve them. 

●​ I like trying out new ideas, even if they might fail. 

●​ I enjoy creating or building things from scratch. 

●​ I am willing to take risks to achieve something I care about. 

●​ I do not give up easily when I face difficulties. 

●​ I enjoy working on my own projects or starting new ones. 

 

If you answered "Yes" to four or more questions, you are already developing an 

entrepreneurial mindset. If you answered “No” to several, do not worry—mindsets 

can change and grow with effort and practice. 

Co-funded by the European Union. Views and opinions expressed are however those of the author(s) only and do not 
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2. Generating Business Ideas 

Creativity and Innovation in Entrepreneurship 

Every business starts with an idea. But how do you come up with an idea that has 

real potential? The answer lies in creative thinking and observing the world around 

you with curiosity and purpose. Entrepreneurs do not always invent something 

completely new. Often, they improve an existing product, find a better way of doing 

something, or apply a well-known idea in a different context. The key is to recognize 

unmet needs or problems and respond with a practical, creative solution. Creativity 

and innovation are not limited to artists or inventors—they are essential tools for 

entrepreneurs. Even if you have never thought of yourself as creative, there are 

simple techniques you can learn and practice. 

There are many ways to encourage your brain to think more creatively. Below are 

three proven techniques you can try right away. 

 

1. SCAMPER Method 

SCAMPER is a simple tool that helps you think about how to change or improve a 

product or process. Each letter stands for a different way of thinking: 

 

S – Substitute: What materials or steps can be changed? 

C – Combine: Can you combine two products, services, or ideas? 

A – Adapt: Can you adapt something that exists in another field? 

M – Modify: Can you make it bigger, smaller, better? 

P – Put to another use: Can you use this in a new way? 

E – Eliminate: What can you remove to simplify it? 

R – Reverse/Rearrange: Can you change the order or direction? 

 

Try applying SCAMPER to something you use every day—for example, a backpack, a 

school desk, or a reusable water bottle. What could be changed or improved? 

 
Co-funded by the European Union. Views and opinions expressed are however those of the author(s) only and do not 
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2. Mind Mapping 

Mind mapping is a way of exploring an idea visually. Start with a central word in the 

middle of a page—like “community,” “youth,” or “mobile phones”—and draw lines 

connecting it to related ideas, problems, and possible solutions.This helps you make 

connections between things you might not normally think about. It is especially 

useful when your thoughts feel scattered and you want to organize them. 

 

3. Observation and Note-Taking 

Some of the best ideas come from simply paying attention. For one or two days, 

carry a small notebook or use your phone to write down: 

●​ Any time you or someone else says, “I wish there was a way to...” 

●​ Complaints you hear from friends, family, or classmates 

●​ Things that are frustrating, confusing, or poorly designed 

●​ Services or items that are missing in your school, community, or town 

 

After a few days, review your notes. Do you notice any patterns? Do you see 

problems waiting to be solved? 

 

Identifying Problems and Turning Them into Opportunities 

The foundation of most successful businesses is a simple principle: people pay for 

solutions. 

A good business idea begins by identifying: 

●​ A real problem 

●​ A group of people affected by the problem 

●​ A possible solution they would find useful or valuable 

 

For example, if many students in your area struggle to access healthy snacks, there 

may be an opportunity to create an affordable and nutritious food service. 

Co-funded by the European Union. Views and opinions expressed are however those of the author(s) only and do not 
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If people are frustrated by long waits at local offices or clinics, a scheduling app or 

digital queuing system could be useful. If there is waste left after events or festivals, 

a recycling or clean-up service could be both helpful and environmentally friendly. 

The best ideas come from listening, observing, and thinking critically about the 

world around you. 

 

Is There a Real Need? 

Before putting time, effort, or money into your idea, it is important to test whether 

people actually want or need what you are planning to offer. This is called idea 

validation. 

You can validate an idea by: 

●​ Talking to potential customers or users. Ask them what they think of your 

idea, whether they would use it, and what they would be willing to pay. 

●​ Running a small survey. Ask questions like: “Have you ever had this 

problem?” or “What would make this product useful to you?” 

●​ Observing behaviour. Are people already using a similar service? Do they 

complain about current solutions? 

Validation is not about getting permission—it is about learning early. It saves you 

from building something nobody wants and gives you insight into how to make your 

idea better.You do not need to survey hundreds of people. Even ten honest 

conversations with your target users can give you valuable feedback. 

 

Activities 

Activity 1:  

Idea Generation Worksheet (SCAMPER + Observation)Step 1: Choose a common 

product or service you use regularly—such as a bicycle, school bag, or local delivery 

service. 

Co-funded by the European Union. Views and opinions expressed are however those of the author(s) only and do not 
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Step 2: Apply the SCAMPER method. Write down one idea for each SCAMPER 

question. 

Step 3: Reflect: Did any of these ideas stand out as something useful or interesting? 

Step 4: Now, write down three frustrations or problems you have noticed in your 

school, home, or community in the past week. Next to each, write one potential 

solution.This worksheet will help you link creativity with observation—a powerful 

combination for idea generation. 

 

Activity 2: 

Mini Challenge – Pitch an Idea in 3 Sentences 

After working through your ideas, choose one that you feel most excited about. Now, 

practice writing a short pitch using the structure below: 

Sentence 1: Describe the problem you want to solve. 

Sentence 2: Explain your solution or idea. 

Sentence 3: Describe who would benefit from it and why it matters. 

 

Example: 

"Many elderly people in my neighbourhood find it difficult to buy fresh groceries 

regularly. I want to create a delivery service that brings them healthy food once a 

week, run by local youth volunteers. This will help reduce isolation and improve 

their diet while giving young people a way to contribute.” 

This exercise prepares you for communicating your ideas clearly and briefly—a key 

entrepreneurial skill. 

 

Reflection Questions 

Take a few minutes to write answers to the following questions in your journal or 

notebook: 

●​ What new idea came to me during this module that I had not thought about 

before? 
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●​ What problems do I see around me that are being ignored? 

●​ Who are some people I would want to talk to in order to learn whether my 

idea is useful? 

●​ What would success look like if I actually started working on my idea? 

 

3. Market Research & Understanding Customers 

What Is Market Research and Why Does It Matter? 

Not every idea works for every person. A successful entrepreneur takes time to 

understand the people who might use or buy their product or service. This process 

is called market research. Once you have an idea, the next step is to ask: Who is this 

for? 

 

Market research is the act of gathering information about: 

●​ Who your potential customers are 

●​ What they want, need, or expect 

●​ How they currently solve the problem your idea addresses 

●​ What products or services they already use (your competitors) 

 

Understanding your market helps you: 

●​ Build something that people actually want 

●​ Save time and money by avoiding wrong assumptions 

●​ Communicate your idea more clearly to the right people 

●​ Find ways to offer something better than your competitors 

Even if your business idea is small or local, doing simple market research can make a 

big difference. 
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Defining Your Target Audience 

Your target audience is the specific group of people who are most likely to use or 

benefit from your product or service.Trying to serve “everyone” usually leads to 

confusion. Instead, focus on understanding a clearly defined group. Two tools that 

help you do this are demographics and psychographics. 

Demographics are facts about people such as: 

●​ Age range (e.g., 15–18, 25–35) 

●​ Gender 

●​ Education level 

●​ Location (urban, rural, region) 

●​ Occupation or income level 

 

Knowing demographic information helps you understand who your customers are 

in practical terms. 

 

Psychographics are about people’s thoughts, habits, and lifestyle. This includes: 

●​ Interests and hobbies 

●​ Personal values 

●​ Shopping behaviour (online vs. offline) 

●​ Attitudes or opinions about certain topics 

●​ Problems or frustrations they face 

 

For example, two people of the same age may behave very differently—one might 

enjoy gaming while the other prefers outdoor sports. Psychographics help you 

understand how they think and make decisions. Together, these tools help you build 

a complete picture of your ideal customer. 
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Understanding the Competition 

In any market, there are usually other people or businesses offering similar products 

or services. These are your competitors. 

A good entrepreneur does not ignore the competition—they study it. Ask yourself: 

●​ Who else is offering something similar? 

●​ What are their strengths? (price, design, convenience, etc.) 

●​ What are their weaknesses? (poor reviews, slow service, high cost) 

●​ What do customers say about them? 

●​ What can I offer that they do not? 

 

Studying your competition helps you find ways to stand out. This is called your 

unique selling point (USP)—the reason someone would choose your product over 

others.You do not need to copy others. Instead, use what you learn to do something 

better, cheaper, faster, or more thoughtfully. 

 

Simple Research Methods – Surveys and Interviews 

Method Description Key Features Tips / Sample Questions 

Surveys A list of questions 

sent to a group, 

often with short or 

multiple-choice 

answers. 

- Fast to gather 

information​

- Can be created 

using tools like 

Google Forms​

- Ideal for broader 

outreach 

Tips for good surveys:​

• Ask clear, simple questions​

• Keep under 5 minutes​

• Use a mix of yes/no, 

multiple-choice, and 

open-ended questions​

​

Sample questions:​

• Have you ever faced [the 

problem your idea solves]?​

• How often do you use [a 
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similar product]?​

• What frustrates you most 

about [current options]?​

• Would you be interested in 

a new solution? Why or why 

not? 

Interviews One-on-one 

conversations that 

allow deeper 

insights into user 

feelings and 

motivations. 

- Allows follow-up 

questions​

- Helps 

understand 

customer 

emotions​

- More personal 

approach 

Tips for good interviews:​

• Choose 5–10 people from 

your target audience​

• Listen more than you 

speak​

• Ask open-ended questions 

(e.g., “Tell me more about 

that”)​

• Take notes or record (with 

permission) 

Remember, your goal is to learn—not to sell. 

 

Customer Persona 

A customer persona is a fictional character that represents your ideal customer. It is 

a summary of everything you have learned from your market research, written in 

the form of a short profile.Creating a customer persona helps you visualize your 

customer as a real person with needs, feelings, and habits—not just as a number. 

Here is a simplified example: 

 

●​ Name: Jade 

●​ Age: 17 

●​ Location: Small town, attends secondary school 

●​ Interests: Music, fashion, creating social media content 
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●​ Problem: Finds it hard to find affordable accessories that match her personal 

style 

●​ Goals: Wants to express herself and feel confident 

●​ Shopping Habits: Buys mostly through Instagram or small online stores 

●​ Everything you create—your product, marketing, design—should be built 

with your customer persona in mind. 

 

Activities 

Activity 1: Create a Customer Persona 

Think about your business idea . Now, build a profile of your ideal customer using 

these guiding points: 

 

●​ Name (fictional) 

●​ Age and gender 

●​ Where they live or go to school 

●​ What they care about or enjoy doing 

●​ What problem they face that your business helps solve 

●​ Where and how they shop 

●​ What motivates them to buy something new 

●​ Write this profile in a short paragraph format. It should read like a mini 

biography. 

 

Activity 2: Design a Short Online Survey 

Create a basic online survey (using Google Forms, Microsoft Forms, or pen and 

paper) to gather feedback on your idea. Your survey should include: 

1–2 questions to check if people face the problem you are trying to solve 

1–2 questions about what they currently use 

1 question asking if they would be interested in your idea 

1 open-ended question asking for additional comments 
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Send your survey to at least 5 people from your potential audience. Afterwards, 

summarize the key findings: 

 

What did you learn? 

Did anything surprise you? 

How will this feedback change or improve your idea? 

 

Reflection Questions 

Take a few minutes to write or discuss: 

●​ Who exactly is the customer for my product or service? 

●​ What specific need or problem do they have? 

●​ What makes my idea different or better than existing solutions? 

●​ What did I learn from my survey or interview that I did not expect? 

 

4. Branding & Marketing 

What Is a Brand? 

Many people think of a brand as a logo or a catchy name. But in truth, a brand is 

much more than just how a business looks—it is how it is remembered and felt. 

Your brand is the overall image, personality, and reputation of your business. It 

includes: 

●​ The name people see 

●​ The logo or visual identity 

●​ The message you communicate 

●​ The tone you use in writing and speech 

●​ Your business values (what you stand for) 

●​ The experience customers have when they interact with you 

Branding makes your business: 
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●​ Memorable and recognisable 

●​ Trustworthy and professional 

●​ Appealing to your specific audience 

●​ Different from your competitors 

Think of brands you like—why do you trust or enjoy them? Chances are, it’s not just 

their product but how they make you feel. 

 

Building Your Brand – Name, Logo, and Values 

1. Name 

Choose a name that is: 

●​ Easy to pronounce 

●​ Easy to remember 

●​ Related to what you offer 

●​ Available as a username on social media (check this before deciding) 

It can be personal, creative, descriptive, or abstract—as long as it feels right and 

makes sense to your audience. 

2. Logo 

Your logo is a simple image, symbol, or design that represents your brand. A good 

logo is: 

●​ Simple and clear 

●​ Scalable (works on both small and large formats) 

●​ Consistent with your tone and values 

You can design a basic logo using free online tools like Canva, which offer templates, 

icons, and fonts suitable for beginners. 

3. Brand Values 

These are the core principles your business stands for. Ask yourself: 

●​ What do I want people to associate with my brand? 

●​ What promises am I making to customers? 

●​ What do I care about beyond selling something? 
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Examples of brand values: honesty, affordability, sustainability, youth 

empowerment, quality, creativity. 

Write down three words or short phrases that describe what your brand should feel 

like to others. 

 

Marketing Channels 

Once your brand is defined, you need to let people know about it. This is where 

marketing comes in. 

Marketing is how you communicate your value to customers and encourage them to 

take action—whether that is visiting your page, trying your product, or 

recommending you to a friend. 

Here are a few common marketing channels you can use: 

1. Social Media-Platforms like Instagram, Facebook, TikTok, and YouTube 

allow you to: 

●​ Share photos and videos 

●​ Tell your brand story 

●​ Interact with followers 

●​ Advertise your products 

Tip: Choose platforms your audience uses. If your target customers are young, visual 

platforms like Instagram or TikTok may work best. 

2. Word of Mouth 

This is when people talk about your business to their friends or family. It is powerful 

and free. Word of mouth happens when: 

●​ You offer excellent customer service 

●​ You are active in your community 

●​ You ask happy customers to spread the word 

3. Local Advertising 

This could include: 

●​ Posters or flyers in schools, shops, or community centres 
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●​ Participation in local events or markets 

●​ Collaborations with local influencers or groups 

Even in the digital world, offline methods still matter—especially for local 

businesses. 

 

The 4Ps of Marketing 

The 4Ps of Marketing help you think about your offer from the customer’s 

perspective.  

1. Product 

What exactly are you offering? Is it a product, a service, or a combination of both? 

What makes it useful or desirable? 

2. Price 

How much will you charge? Your price should: 

●​ Reflect the value of your offer 

●​ Be affordable to your target market 

●​ Cover your costs and give you a fair profit 

3. Place 

Where will people find and buy your product or service? 

●​ Online? (e.g. Instagram, website, online store) 

●​ In person? (e.g. school event, market stall, pop-up shop) 

4. Promotion 

How will you tell people about your offer? This includes: 

●​ Social media posts 

●​ Word of mouth 

●​ Flyers 

●​ Short videos or testimonials 

When you answer these four questions clearly, you are ready to share your business 

with the world in a way that makes sense and speaks directly to your customers. 
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Activities 

Activity 1: Design a Logo Using Free Tools 

Step 1: Go to www.canva.com and create a free account. 

Step 2: Choose a “Logo” template and begin creating your brand’s visual identity. 

Step 3: Include: 

●​ Your business name 

●​ A symbol or image that matches your brand values 

●​ Colours and fonts that reflect your style 

Step 4: Download or save your logo. Keep it simple—less is often more. 

Activity 2: Create an Instagram Post to Market Your Business 

Using Canva or any other design tool, create a sample social media post that 

introduces your product or service. 

Include: 

●​ A short, clear message (no more than 25 words) 

●​ A call to action (e.g., “Try it today!” or “DM for more info”) 

●​ Your logo or business name 

If possible, share it with a few friends or classmates and ask for feedback. What 

message does it send? Is it clear and interesting? 

Reflection Questions 

Take a few minutes to answer the following: 

●​ What message do I want my brand to communicate? 

●​ Which platforms make the most sense for reaching my target customers? 

●​ What are the three words I want people to associate with my brand? 

●​ Which marketing channel feels most natural for me to use? Why? 
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5. Pitching & Presentation Skills 

The Elevator Pitch 

An elevator pitch is a short, persuasive description of your idea, spoken in the time it 

takes to ride an elevator—about thirty to sixty seconds. A strong pitch answers 

three questions: 

1.​ What problem do you solve? 

2.​ What is your solution? 

3.​ Why does it matter to the listener? 

Structure 

1.​ Hook (1 sentence) – A surprising fact or question:​

“Did you know that teenagers waste two hours a week hunting for lost charging 

cables?” 

2.​ Problem (1 sentence) – State the pain point:​

“Students everywhere battle tangled cables and dead phones during class.” 

3.​ Solution (1–2 sentences) – Describe your product or service:​

“CableKeeper is a reusable clip kit that sorts any five cables in under ten 

seconds.” 

4.​ Benefit (1 sentence) – Show the value:​

“This means more battery life, less classroom disruption, and lower e-waste.” 

5.​ Call to action (1 sentence) – Tell the listener what you want:​

“I am looking for early testers—could I add you to the list?” 

Public speaking worries many people, but preparation and practice can reduce 

anxiety. 

Preparation Tips 

●​ Know your message – Rehearse until you can explain your idea without 

notes. 

●​ Know your audience – Tailor examples and language to their interests. 

●​ Plan timing – Aim for two minutes or less for youth competitions or 

classroom settings. 
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Delivery Techniques 

●​ Posture – Stand straight, feet shoulder-width apart, hands relaxed. 

●​ Pace – Speak slowly enough for every word to land, but vary speed for 

emphasis. 

●​ Eye contact – Look at friendly faces around the room, one person at a time. 

●​ Pause – Leave short silences after key points so the audience can absorb 

them. 

●​ Energy – Let your enthusiasm show; genuine excitement is contagious. 

 

Using Visual Aids 

Visual aids reinforce what you say and help listeners remember details. 

Slides 

●​ Limit each slide to one main idea. 

●​ Use large, plain fonts and high-contrast colours. 

●​ Replace long sentences with keywords or simple images. 

Posters or Props 

●​ A single poster with your logo, product photo, and key benefit can be very 

effective. 

●​ Physical prototypes or samples invite curiosity and questions. 

Common Pitfalls 

●​ Reading directly from slides 

●​ Overcrowded text or tiny images 

●​ Distracting animations or sound effects 

 

Activities 

Activity 1: Record a Two-Minute Pitch Video 

1.​ Write a script following the elevator pitch structure. 

2.​ Rehearse out loud until you can speak naturally without reading every word. 
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3.​ Record yourself with a phone or laptop camera. Aim for clear audio and good 

lighting. 

4.​ Watch the recording and note strengths and areas to improve (voice, clarity, 

body language). 

5.​ Re-record if desired, then save the best version. 

Activity 2: Peer or Mentor Feedback 

Share your video with a friend, classmate, or mentor and ask them to rate you on a 

simple rubric: 

Criterion Excellent Good Needs Improvement 

Clarity of problem and solution    

Confidence and voice    

Visual or verbal engagement    

Timing (≤ 2 min)    

Reflect on their comments and set one specific goal for your next pitch. 

 

Reflection Questions 

●​ Which part of my pitch captures attention best? 

●​ What makes me feel most nervous when I present, and how can I prepare for 

it? 

●​ How do my visuals support, not distract from, my message? 

●​ What single improvement will raise my pitch from good to excellent? 

A clear, confident pitch opens doors to customers, partners, and investors. By 

practising public speaking, refining your message, and using simple visuals, you can 

make your idea compelling in any setting. 

 

MULTIPLE CHOICE QUESTIONS 

1. Which of the following best describes entrepreneurship?​

A) Selling products to as many people as possible​
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B) Identifying a need or opportunity and creating something valuable​

C) Only running a profitable business​

D) Investing in other people’s companies 

 

2. Which of these is not one of the key characteristics of the entrepreneurial 

mindset?​

A) Initiative​

B) Vision​

C) Perfectionism​

D) Creativity 

 

3. A social entrepreneur mainly focuses on:​

A) Developing new technology​

B) Solving social or environmental problems​

C) Starting a business only for profit​

D) Creating fashion products 

 

4. What does the SCAMPER technique help you do?​

A) Analyze your competitors​

B) Think creatively about improving products or services​

C) Decide on the right price for your product​

D) Find investors for your business 

 

5. Why is market research important?​

A) It guarantees instant success​

B) It helps you avoid any competition​

C) It helps you understand your target customers and what they need​

D) It automatically creates demand for your idea 
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6.In branding, your ‘logo’ should be:​

A) Complex and detailed​

B) Filled with long sentences​

C) Simple, clear, and scalable​

D) The same as your competitors’ 

 

7. Which of the following is not one of the 4Ps of marketing?​

A) Product​

B) Promotion​

C) Price​

D) Participation 

 

8. What is a customer persona?​

A) A list of competitors in your market​

B) A fictional profile describing your ideal customer​

C) Your business plan summary​

D) A logo or brand name 

 

9. Which statement about an elevator pitch is true?​

A) It should be at least 5 minutes long​

B) You should read it directly from your slides​

C) It quickly explains your problem, solution, and why it matters​

D) It is only used to attract investors 

 

10. Resilience in entrepreneurship means:​

A) Avoiding failure at all costs​

B) Only working when conditions are perfect​

C) Learning from setbacks and continuing to move forward​

D) Copying others’ ideas to be safe 
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II Budgeting 

Introduction 

Managing money well is one of the most important life skills a young person can 

develop. Budgeting and financial planning are not just about saving coins or tracking 

spending—they are about setting goals, making informed decisions, and creating a 

clear path toward the future you want. 

As a young person today, you may already be navigating part-time jobs, study costs, 

digital subscriptions, travel plans, or business ideas. At the same time, you are facing 

real challenges: unpredictable job markets, the rising cost of living, peer pressure to 

spend, and limited access to financial education. Without the right tools, it becomes 

easy to overspend, fall into debt, or delay personal goals. 

This information is designed to help you take control. By learning how to budget 

your income and expenses, and how to plan financially for both short-term needs 

and long-term goals, you gain more than numbers on a page—you gain 

independence, confidence, and peace of mind. 

Whether you are saving up for a course, planning to travel, launching a creative 

project, or simply trying to manage your money better from week to week, 

budgeting and financial planning give you the structure and strategy to succeed. 

You do not need to have a high income to build a strong financial foundation. What 

you do need is knowledge, clarity, and a plan. And that starts here. 

Key Concepts  

By the end of this module, you will be able to: 

1.​ Understand what a budget is , track  expenditure and take control of your 

money. 

2.​ Identify and list all your sources of income, even if they are small or irregular. 
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3.​ Track daily and weekly spending to discover patterns and areas for 

improvement. 

4.​ Recognise the difference between needs and wants, and make conscious 

choices based on your priorities. 

5.​ Create a simple monthly budget that reflects your goals, habits, and 

responsibilities. 

6.​ Set clear limits for spending in different categories to avoid debt and stress. 

7.​ Start saving consistently—even small amounts—to build towards goals or 

emergencies. 

8.​ Define financial goals that are personal, meaningful, and achievable. 

9.​ Use the SMART framework to turn vague ideas into realistic financial plans. 

10.​Build habits of reviewing your progress, adjusting goals, and celebrating 

small wins on your financial journey. 

 

1.What is a Budget? 

A budget is more than just a table of numbers—it is your personal money plan. It 

helps you decide how and when to use your money, rather than guessing where it 

disappeared. Think of it like a map: if you want to reach a goal—such as buying a 

laptop, saving for a trip, or just making your money last—you need clear directions.​

A budget is a written or digital plan that outlines how a person expects to manage 

their income over a set time period (typically one month), including how much to 

spend, how much to save, and what to prioritise. 

 

Why Budgeting is Important  

As a young person, you may receive money in small or irregular amounts—from 

part-time work, weekend jobs, gifts, or student grants. But no matter how much you 

earn, the skill of budgeting will help you: 

●​ Avoid unnecessary debt and stay in control 
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●​ Stretch your money so it lasts until your next income 

●​ Build healthy financial habits for adulthood 

●​ Plan for meaningful goals, like buying course materials, attending an event, or 

starting a creative project 

●​ Make independent choices about spending without depending on others 

Budgeting is not about restricting fun—it is about being intentional. When you know 

where your money is going, you are in charge of it, not the other way around. 

 

2. Step-by-Step Guide to Creating a Budget 

Step 1: Identify All Sources of Income 

Before you can plan how to use money, you need to know exactly how much is 

coming in. List everything you receive, regularly or occasionally. 

Examples of youth income sources: 

●​ Wages from part-time work (e.g. working in a café, tutoring younger 

students) 

●​ Weekly or monthly allowance from parents or guardians 

●​ Payment for helping in a family business, babysitting, or dog walking 

●​ Educational grants or scholarships 

●​ Earnings from digital work (e.g. designing posters, editing videos, selling 

handmade items online) 

Action Tip:​

Use a notebook, budgeting app, or spreadsheet to track every time you receive 

money—even small amounts. This builds awareness and helps prevent 

overspending. 

Step 2: Record All Expenses 

Next, track everything you spend. This includes both planned and spontaneous 

spending. You might be surprised by how much you spend on small daily items. 

Common youth expenses: 
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●​ School or university supplies 

●​ Mobile phone credit or internet data 

●​ Lunches or snacks at school 

●​ Streaming subscriptions, games, or apps 

●​ Public transport or fuel 

●​ Clothes, accessories, and personal care items 

●​ Weekend activities or gifts for friends 

Action Tip:​

Start keeping receipts or take 5 minutes each evening to list what you spent. Over a 

week or month, this will reveal spending patterns. 

Step 3: Categorise and Compare Income vs. Expenses 

Once you have tracked your income and expenses, total each amount and compare 

them. 

Ask yourself: 

●​ Am I spending more than I earn? 

●​ Am I consistently using my savings to cover regular costs? 

●​ Are there items I buy regularly that are not essential? 

●​ Can I reduce spending in one area and increase savings? 

Seeing your money in categories helps you make informed adjustments. 

Step 4: Set Spending Limits and Prioritise Needs Over Wants 

A strong budget does not tell you what you cannot do—it helps you decide what is 

most important right now. 

Understanding Priorities: 

Priority Examples 

Needs Food, rent, school transport, supplies 

Wants Fast food, accessories, new gadgets 

If your income is limited, needs must come first. That does not mean you cannot 

enjoy fun purchases—but you should plan for them, not make them impulsively. 
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Action Tip:​

Give yourself a weekly or monthly limit for wants. For example, “I will only spend 

€10 per week on entertainment.” 

Step 5: Build a Simple, Consistent Saving Habit 

Saving money—even small amounts—creates freedom and peace of mind. It can 

protect you in emergencies and help you reach your goals faster. 

Ways to Start Saving: 

●​ Save a fixed amount every time you receive income (e.g. 10% of all money 

you earn) 

●​ Label a jar or envelope with your savings goal (e.g. “Driving Lessons Fund”) 

and add to it regularly 

●​ Use a savings feature in your banking app or join a youth savings group at 

school or in your community 

Realistic Tip:​

Even €2 a week adds up to over €100 a year. That could cover exam fees, festival 

tickets, or help launch a youth-led project. 

 

3. Activity: Create Your First Budget 

Case Example – David, a Student and Amateur Photographer 

David is 17 years old and earns money through an after-school job and by selling 

photos online. He is saving up to buy a second-hand DSLR camera. 

Category Amount (€) 

Income  

After-school job 80 

Selling photos 20 

Total Income 100 

Expenses  

Co-funded by the European Union. Views and opinions expressed are however those of the author(s) only and do not 
necessarily reflect those of the European Union or the European Education and Culture Executive Agency (EACEA). Neither 
the European Union nor EACEA can be held responsible for them. 

40 



​  
 
 
 
​  

Category Amount (€) 

Transport 20 

Mobile Data 10 

Lunch at School 30 

Subscriptions 10 

Printing Photos 10 

Total Expenses 80 

Monthly Savings 20 

David sticks to his budget, tracks his spending, and places the €20 savings into a 

separate fund labelled “Camera Fund.” After 5 months, he has saved €100—enough 

to buy the used camera he found online. 

 

Final Tips for Successful Budgeting 

●​ Review your budget every month—your needs and income can change 

●​ Avoid spending money as soon as you receive it—pause and plan first 

●​ Make saving automatic by treating it as an essential “expense” 

●​ Celebrate small wins—budgeting is a skill, and it gets easier with practice 

 

4. Financial Planning and Goal Setting – Turning Ideas Into Action 

What is Financial Planning? 

Financial planning is the process of thinking carefully about your personal goals and 

creating a step-by-step strategy for how to use your money to achieve them. It is not 

just about reacting to what is happening in your wallet today—it is about preparing 

for tomorrow with purpose. 

 

Whereas budgeting helps you track your money in the short term, financial 

planning helps you connect your spending habits with your future dreams. It 
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brings structure and intention to your decisions, whether you are trying to save €10 

or €1,000. 

 

Why Financial Planning is Important  

You might think that financial planning is something only adults with full-time jobs 

do. But in reality, young people can benefit even more from learning how to plan 

early. It gives you: 

●​ A clear sense of direction when making financial decisions 

●​ A greater chance of success in achieving academic, creative, or personal goals 

●​ A protective safety net when unexpected costs arise 

●​ Confidence in managing money without depending on others 

Examples of how youth use financial planning: 

●​ Saving up for a university course, short internship, or training programme 

●​ Preparing to travel to another city or country for a youth event or educational 

exchange 

●​ Buying tools, equipment, or software to support a hobby, skill, or small 

business idea 

●​ Putting aside money for future expenses like driving lessons or application 

fees 

●​ Building an emergency reserve for medical needs, transport repairs, or 

unexpected school costs 

Without a plan, money tends to disappear. With a plan, money works for you. 

 

Understanding the Two Types of Financial Goals 

Before you can plan effectively, you need to understand the difference between 

short-term and long-term goals. This will help you decide how much money you 

need, when you need it, and how urgently you must act. 
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Type Description Example 

Short-Ter

m 

Goals that can be achieved in 1 to 

6 months 

Saving €60 to buy a concert ticket next 

month 

Long-Ter

m 

Goals that take more than 6 

months to achieve 

Saving €1700 to buy a gaming  laptop 

over the next year 

Short-term goals help you take immediate action. Long-term goals help you develop 

discipline and vision. Both are essential for a balanced financial plan. 

 

5.SMART Goal Framework – Making Goals Work 

Setting goals is important—but not all goals are effective. To improve your chances 

of success, use the SMART method, a practical framework that turns vague wishes 

into focused, achievable plans. 

SMART Element What to Ask Yourself 

Specific What exactly do I want to achieve? (Be clear and detailed.) 

Measurable 
How will I know I have achieved it? (Choose a number or 

deadline.) 

Achievable Is this goal realistic given my current income and time frame? 

Relevant Why does this goal matter to me personally or for my future? 

Time-bound When do I want to achieve this goal? (Set a clear target date.) 

 

Example SMART Goal 

Let us look at how one young person can transform a vague idea into a clear SMART 

goal. 

Vague Goal:​

“I want to learn graphic design.” 

SMART Goal:​

“I want to save €100 over the next 4 months to pay for an online course in graphic 

design.” 
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●​ Specific: Enrol in a particular online course 

●​ Measurable: Course costs €100 

●​ Achievable: Save €25 per month 

●​ Relevant: Learning design will help me build a freelance portfolio 

●​ Time-bound: Reach goal in 4 months 

 

Activity 

Create Your Own SMART Goals 

To apply what you have learned, complete the following exercise. 

Step 1: Write down one short-term financial goal 

(Something you want to achieve in the next 1–6 months) 

Step 2: Write down one long-term financial goal 

(Something that will take longer than 6 months to reach) 

Step 3: Use the SMART Goal Template below to plan each one: 

SMART Goal Template 

Element Your Answer 

Specific What exactly do I want to achieve? 

Measurable How will I know I have succeeded? 

Achievable Is this goal realistic with my current resources? 

Relevant Why is this important to me or my future? 

Time-bound When do I want to achieve this by? 

 

Examples of Youth SMART Goals 

Name Goal 

Lara 
“I will save €10 per week for 5 weeks to buy art supplies for my school 

exhibition.” 

Tomas “I want to save €300 in 8 months to attend a youth leadership camp abroad.” 
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Name Goal 

Emma 
“I plan to raise €150 in 3 months by offering piano lessons to help fund a 

new keyboard.” 

These goals are clear, actionable, and tied to meaningful outcomes. SMART goals give 

young people a sense of control and progress. 

Tips for Reaching Your Financial Goals 

●​ Break large goals into smaller targets (e.g. €10 per week instead of €100 in 

one go) 

●​ Track your progress with a savings chart, notebook, or app 

●​ Avoid impulse purchases that may delay your goal 

●​ Celebrate milestones—reward yourself (without breaking the budget) when 

you reach a checkpoint 

●​ Share your goal with someone you trust—they can encourage you and keep 

you focused 

Reflection: Planning for Progress 

After one month, revisit your goals and ask: 

●​ Am I on track to reach my goal? 

●​ Do I need to adjust the time frame or savings rate? 

●​ Have any new goals emerged that are more urgent? 

Goal-setting is not a one-time activity. It is a habit that grows stronger with each new 

achievement. 

 

6.Case Study: Marlena – Building a Future through Budgeting and SMART 

Goals 

●​ Name: Marlena Nowak 

●​ Age: 21 

●​ Location: Gdańsk, Poland 
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●​ Status: Works part-time in a clothing store; studies graphic design at a local 

vocational school 

●​ Income: Approx. €300/month from part-time job + occasional freelance 

design commissions 

●​ Financial Situation: Struggles with saving consistently; often runs out of 

money before the end of the month 

Marlena is ambitious, creative, and dreams of starting her own digital design 

business in the future. However, she finds it difficult to manage her limited income. 

She often spends spontaneously on food delivery, clothes, and digital subscriptions, 

which leaves her unable to invest in her goals—such as upgrading her design 

software or taking an online branding course. 

After attending a financial literacy workshop hosted by a local youth organisation, 

Marlena decided to make a change. She wanted to stop the cycle of overspending 

and start saving with purpose. 

Step 1: Understanding the Problem 

Marlena realised: 

●​ She had no clear budget—she only tracked her money after it was gone. 

●​ She confused wants (trendy clothing, fast food) with needs (transport to 

school, software upgrades). 

●​ She had goals, but they were vague and without structure—she would say, “I 

want to be a freelance designer,” but had no timeline or plan. 

Step 2: Creating Her First Budget 

Income Tracking (Monthly) 
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Source Frequency 
Estimated Amount 

(€) 
Notes 

Clothing Store Job Weekly €250 Paid every Friday 

Freelance 

Commissions 
Occasional €50 

Depends on demand, not 

guaranteed 

Total Income  €300  

 

Expenses 

Category Weekly (€) 
Monthly 

(€) 
Notes 

Transport €10 €40 
Bus pass to school & 

work 

Mobile Data €5 €20 Prepaid SIM 

Food (Lunch/Snacks) €20 €80 Eats out frequently 

Subscriptions (Spotify, Netflix, Design 

Apps) 
€10 €10 Digital services 

Personal Spending €15 €60 
Clothes, accessories, 

etc. 

Total Expenses  €210  

 

Savings Plan 

Saving Method Frequency Amount (€) Notes 

Design Course Savings Jar Weekly €10 
Physical jar labelled with 

goal 

Emergency Fund via Banking 

App 
Monthly €20 Automatic transfer 

Total Monthly Savings  €60  
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Step 3: Setting SMART Goals 

Marlena wanted to take her vague idea 

“I want to learn more about branding and become a freelancer” 

and turn it into a concrete plan using the SMART framework. 

Short-Term SMART Goal 

SMART Element Response 

Specific 
Enrol in an online course on branding for 

graphic designers 

Measurable Course fee is €100 

Achievable Save €25/month for 4 months 

Relevant 
Enhances her skills for freelance jobs and 

personal growth 

Time-bound Complete saving by the end of 4 months 

Result: Marlena created a savings jar at home labelled “Branding Course Fund” and 

tracked her progress weekly. She committed to bringing lunch from home 3 days a 

week, saving €10–€15 monthly to redirect into her course fund. 

Long-Term SMART Goal 

SMART Element Response 

Specific 
Buy a licensed version of Adobe Creative Cloud 

software 

Measurable Needs €300 to pay for a 1-year student license 

Achievable Save €30/month for 10 months 
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SMART Element Response 

Relevant 
Professional software will enable her to do more 

freelance work 

Time-bound Reach this goal within 10 months 

Result: Marlena opened a sub-account on her mobile banking app and nicknamed it 

“Adobe Pro Fund.” She now saves a portion of her freelance income and monthly job 

wages directly into it. 

Outcomes After 3 Months 

●​ Marlena successfully saved €75 for her course and remained on track. 

●​ She reduced food spending by 20% and became more conscious about small 

daily purchases. 

●​ She reported feeling more confident and less anxious about her finances. 

●​ She began taking on more small freelance jobs thanks to skills she practiced 

from free tutorials while saving for the paid course. 

Reflection and Lessons Learned 

Marlena’s transformation highlights the power of budgeting and SMART goal 

planning: 

●​ She moved from reactive to intentional financial behaviour. 

●​ She learned to prioritise needs, delay gratification, and track spending with 

clarity. 

●​ SMART goals gave her direction, structure, and a tangible sense of progress. 

 

MULTIPLE CHOICE QUESTIONS  

1. What is budgeting primarily about?​

A) Restricting all spending​

B) Tracking only big expenses​
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C) Setting goals and making informed decisions​

D) Avoiding fun purchases forever 

 

2. Which of the following is an example of income a young person might have?​

A) Weekly car payments​

B) Earnings from digital work, like designing posters​

C) Monthly utility bills​

D) Subscription fees 

 

3. Why is tracking expenses important?​

A) It helps you pay more taxes​

B) It reveals spending patterns and areas for improvement​

C) It guarantees you will earn more money​

D) It prevents all emergencies 

 

4. What is one benefit of consistent saving, even in small amounts?​

A) You can spend impulsively later​

B) You will always avoid peer pressure​

C) You build independence and peace of mind​

D) It replaces the need for budgeting 

 

5. What should you prioritise in your spending plan?​

A) Wants before needs​

B) Irregular expenses only​

C) Needs like food, rent, and transport​

D) Only entertainment costs 

 

6. Which of the following best describes financial planning?​

A) A way to keep track of debts​
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B) A step-by-step strategy to achieve personal goals with your money​

C) Writing down daily expenses only​

D) Only relevant for adults with full-time jobs 

 

7. What does the SMART framework help you do?​

A) Memorise all your expenses​

B) Turn vague ideas into clear, achievable goals​

C) Create long lists of purchases​

D) Avoid all spending 

 

8. Which is an example of a short-term financial goal?​

A) Saving €2000 over 2 years​

B) Saving €60 to buy a concert ticket next month​

C) Buying a house in 10 years​

D) Retiring early 

 

9. Why did Marlena create separate funds like the “Branding Course Fund”?​

A) To earn interest​

B) To track progress and stay motivated toward specific goals​

C) Because her bank required it​

D) To spend money faster 

 

10. What is one tip to help young people reach their financial goals?​

A) Keep your goals secret​

B) Always spend first and save later​

C) Break big goals into smaller, manageable targets​

D) Only save if you have extra money 
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ANNEX – Budgeting Template  

Income Tracking (Monthly Basis) 

Source of Income Frequency Estimated Amount 

(€) 

Notes 

    

    

    

    

    

Total Monthly Income: €_________ 

Expense Tracker 

Category Weekly (€) Monthly (€) Notes 

    

    

    

    

    

    

    

    

 Total Monthly Expenses: €_________ 

Savings and Emergency Fund Plan 

Saving Method Frequency Amount (€) Notes 

    

    

    

 Target Monthly Savings: €_________ 

 Current Emergency Fund: €_________ 
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Financial Goals – Short-Term & Long-Term 

Type Description Target 

Amount (€) 

Timeline Status 

     

     

     

     

SMART Goal Planning (One Example) 

Specific (What do I want to achieve?)  

Measurable (How much do I need to 

save or earn?) 

 

Achievable (Is this goal realistic?)  

Relevant (Why is this important to me?)  

Time-bound (By when do I want to 

achieve it?) 

 

 

 

III Business Planning  

Introduction 

Starting your own business is an exciting adventure. It gives you the freedom to turn 

your ideas into reality, earn your own income, and make a difference in your 

community. But success does not happen by accident—it happens when you 

combine creativity with clear planning, smart financial decisions, and consistent 

effort.As a young person today, you may be thinking about selling products, offering 

services, or starting a project that matters to you. Along the way, you will face real 

challenges: managing money, keeping track of your time, staying organised, and 
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handling unexpected problems. The good news is that you do not have to figure 

everything out alone. 

 

This guide is designed to help you build strong foundations for your business step by 

step. From shaping your idea into a workable business model to understanding how 

to budget, price, and market what you offer, each section will give you practical tools 

and activities to get started with confidence. 

 

You will learn how to: 

●​ Describe your business clearly so others can see its value. 

●​ Make a plan for earning and spending money responsibly. 

●​ Set up your operations and build trust with customers. 

●​ Manage risks and prepare for challenges. 

●​ Use your time wisely and avoid burnout. 

 

Even if you start small, every good habit you build now—like tracking your finances 

or planning your workflow—will help you grow sustainably. You do not need a lot of 

money or experience to get going. What you do need is knowledge, clarity, and the 

courage to take the first steps. 

Key Concepts – Business Planning for Young Entrepreneurs 
1. Understand Why Business Planning Matters 

●​ Explain why a good idea alone is not enough without a clear plan. 

●​ Describe how planning helps you stay focused, set goals, and avoid mistakes. 

2. Create a Business Model Canvas 

●​ Use a simplified canvas to map your idea in six sections. 

●​ Visualise how all parts of your business connect on one page 

3. Develop a Basic Business Plan 

●​ Write an executive summary, market description, and competitor overview. 

●​ Describe what makes your product or service unique. 
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●​ Plan your marketing, operations, and funding strategies. 

4. Understand Budgeting and Financial Basics 

●​ Identify start-up and running costs. 

●​ Set prices that cover costs and generate profit. 

●​ Track income and expenses accurately. 

●​ Calculate your break-even point. 

5. Set Up and Run Your Business 

●​ Choose a name and create a brand identity. 

●​ Understand how and when to register your business. 

●​ Plan customer communication and excellent service delivery. 

●​ Learn the basics of business ethics. 

6. Manage Risks and Create Contingency Plans 

●​ Identify financial, operational, market, legal, and other risks. 

●​ Assess the likelihood and impact of each risk. 

●​ Develop backup plans to respond effectively when challenges arise. 

7. Build a Resilient Mindset 

●​ Accept setbacks and stay calm and positive. 

●​ Recognise your strengths and learn to ask for help. 

8. Design Operational Workflows and Manage Your Time 

●​ Map your core processes step by step. 

●​ Use checklists, process charts, and time-blocking to stay organised. 

●​ Delegate tasks and use simple tools to automate routine work. 

9. Track Your Progress and Reflect Regularly 

●​ Review what is working and what needs improvement. 

●​ Celebrate small wins and keep updating your plan as you grow. 
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1. Business Models & Planning 

Why Business Planning Matters in Entrepreneurship 

A good idea is just the beginning. If you want to turn that idea into a successful 

business or project, you need a clear plan. Planning helps you: 

●​ Stay focused and organized 

●​ Set short- and long-term goals 

●​ Identify possible challenges in advance 

●​ Make better financial decisions 

●​ Present your idea clearly to others (including potential partners, funders, or 

customers) 

Without a plan, even the best ideas can fail due to confusion, mismanagement, or 

running out of money. 

The Business Model Canvas (Simplified Version) 

The Business Model Canvas is a popular tool that helps you map out your business 

idea on one single page. This canvas allows you to see your idea at a glance and 

begin testing whether it is realistic and sustainable. 

 

It breaks down your idea into smaller parts so you can see how everything connects. 

For this module, we will use a simplified version with six main sections. 

 

1. Problem-What problem are you solving for your customer? 

2. Solution-What is your product or service? How does it solve the problem? 

3. Target Customers-Who are your ideal customers? What are their characteristics? 

4. Key Activities-What will you do to create and deliver your product or service? 

5. Revenue Streams-How will you earn money? Will you sell a product, offer a 

service, charge a fee, etc.? 

6. Cost Structure-What will it cost you to start and run your business? Think about 

materials, equipment, marketing, and time. 
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Components of a Basic Business Plan 

Once your idea is structured on a canvas, you can expand it into a basic business 

plan. This is a short document (usually 2–5 pages for beginners) that describes your 

business clearly, in writing. You can begin with short paragraphs under each section, 

and grow it over time as your business develops. 

 

It is useful for: 

●​ Planning your next steps 

●​ Getting feedback from others 

●​ Applying for funding or support 

●​ Staying accountable to your goals 

 

Here are the key components of a basic youth-friendly business plan: 

1.​ Executive Summary-A short paragraph that summarizes your business 

idea—what you offer, who it’s for, andwhat makes it special. 

2.​ Problem and Solution-Explain the problem you have identified and 

how your idea solves it. 

3.​ Market Description-Describe your target customers. Who are they? 

What do they need? How do they behave? 

4.​ Competitor Overview-Who else is offering something similar? What 

do they do well or badly? What makes your idea stand out? 

5.​ Product or Service Details-Explain exactly what you are offering. Is it a 

product, a service, or both? What makes it useful, appealing, or 

unique? 

6.​ Marketing Plan (Brief)-How will people find out about your business? 

Will you use social media, word of mouth, posters, or something else? 
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7.​ Operations Plan-What are the practical steps needed to run the 

business? Where will it take place? Will you need equipment or help 

from others? 

8.​ Financial Basics-List your expected costs (startup and running) and 

how you plan to make money. This does not need to be 

complicated—just realistic. 

 

Understanding Revenue and Cost Structure 

One of the most important (and sometimes overlooked) parts of planning is 

understanding money in and money out. 

●​ Revenue Streams (Money In). These are the ways your business earns money. 

Examples include: 

●​ Selling products (e.g. handmade crafts, clothing, baked goods) 

●​ Offering services (e.g. tutoring, dog-walking, graphic design) 

●​ Subscription or membership fees 

●​ One-time donations (for social enterprises) 

 

 Key Questions / Details 

Revenue Model (Money In) Ask yourself:​

• How will people pay?​

• How often will they pay?​

• What price will I set? 

Cost Structure (Money Out) These are the expenses you will need to 

pay in order to get started and keep 

running.​

​

Typical costs include:​

• Materials or supplies​

Co-funded by the European Union. Views and opinions expressed are however those of the author(s) only and do not 
necessarily reflect those of the European Union or the European Education and Culture Executive Agency (EACEA). Neither 
the European Union nor EACEA can be held responsible for them. 

58 



​  
 
 
 
​  

• Tools or equipment​

• Website or platform fees​

• Advertising or printing​

• Transportation or delivery​

• Time or labor (yours or others')​

​

Start by making two lists:​

• Start-up costs – what you need to 

spend before launching.​

• Monthly running costs – what you’ll 

need to spend regularly to keep going.​

​

Compare your expected income to your 

expected costs. If you are spending 

more than you will earn, you may need 

to adjust your idea or pricing. 

 

Activities 

Activity 1: Fill in a One-Page Business Model Canvas 

Download or draw a simplified one-page canvas with the six sections mentioned 

earlier: 

●​ Problem 

●​ Solution 

●​ Target Customers 

●​ Key Activities 

●​ Revenue Streams 

●​ Cost Structure 

Fill in each section using your idea from the previous modules. Keep your answers 

short and clear. You can update this canvas any time as your idea develops. 
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Activity 2: Draft a Mini Business Plan (Use the Template) 

Using your completed canvas as a guide, write a short business plan with one 

paragraph for each section listed earlier (Executive Summary, Market, Product, 

Finances, etc.).Focus on writing clearly and honestly, not perfectly. This is your 

working plan—it can grow, change, and improve over time. If possible, ask a trusted 

friend, mentor, or teacher to review your plan and give you feedback. 

 

Reflection Questions 

Answer these questions in your journal or as a voice note: 

●​ What part of my idea feels the strongest right now? 

●​ What part needs more thought or improvement? 

●​ Am I clear on who my customer is and how I will reach them? 

●​ What are the biggest costs I need to prepare for? 

●​ Do I feel confident explaining my business in 2–3 minutes? 

 

2. Budgeting & Financial Basics 

Financial planning 

Entrepreneurs are not just idea-makers—they are decision-makers. Whether you 

sell food at a school fair or run a small online store, managing your money wisely is 

essential. Without basic financial planning, businesses risk running out of money, 

overcharging customers, or underestimating how much it costs to operate. Financial 

planning helps you: 

●​ Know how much money you need to start 

●​ Avoid unnecessary spending 

●​ Set the right price for your product or service 

●​ Measure if you are making a profit or a loss 

●​ Make smart, informed decisions about growth 
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●​ Even the smallest businesses need a simple budget and a plan for how they 

will earn and spend. 

 

Start-Up Costs and Running Costs 

There are two main types of costs in any business: 

1. Start-Up Costs 

These are the one-time expenses you need to pay before launching your business. 

They include things like: 

●​ Buying equipment or tools 

●​ Registering a name or domain 

●​ Creating packaging or printing materials 

●​ Initial stock or raw materials 

Designing a logo or basic website 

Example:​

If you want to start selling custom t-shirts, your start-up costs might include a basic 

printer, blank shirts, and ink. 

2. Running Costs (Ongoing Expenses) 

These are the regular costs you have to cover to keep your business going. They 

might be: 

●​ Buying new supplies or stock 

●​ Paying for internet or transport 

●​ Advertising or promotional costs 

●​ Packaging or delivery fees 

Some businesses have low running costs (like digital services), while others need to 

keep restocking products often. Keeping these costs under control is key to staying 

profitable. 

 

Setting the Right Price 
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One of the most common mistakes new entrepreneurs make is not charging enough 

for their product or service. Price too low, and you may not cover your costs. Price 

too high, and you may lose customers. 

Here’s a very simple way to think about pricing. It does not consider other running  

costs such as lighting , cost to market etc: 

 

Pricing Formula Explanation 

Cost to Make + Desired Profit = Selling 

Price 

This basic formula helps you set a price 

that covers your costs and earns profit. 

 

Example 

Cost to make one bracelet  €2 (materials) 

Desired profit per bracelet  €1.50 

Selling price  €3.50 

When setting your price, also consider: 

●​ What your competitors charge 

●​ What your target customers are willing to pay 

●​ Whether your product feels worth the price (quality, design, uniqueness) 

 

Profit and Break-Even Point 

Profit Formula 

Formula Explanation 

Profit = Total Income – Total Expenses If your expenses are more than your 

income, your business is running at a 

loss.​

If your income is higher, you are making 

a profit. 

 

Break-Even Point 
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The break-even point is when your total income equals your total expenses. You are 

not making a profit yet, but you are not losing money either. Knowing your 

break-even point helps you understand how many items you need to sell before your 

business starts earning money. 

Example 

Start-up and running costs €50 

Profit per item sold €5 

Items needed to break even 10 items 

 

Keeping Track – Income and Expense Sheets 

You do not need complicated software to manage your finances. A simple income vs. 

expense sheet in a notebook or spreadsheet (Excel or Google Sheets) can help you 

track what comes in and what goes out. 

What to Record: 

●​ Date of sale or expense 

●​ Item sold or purchased 

●​ Amount earned or spent 

●​ Category (sale, advertising, supplies, etc.) 

Keeping records helps you: 

●​ Understand where your money is going 

●​ Spot which products or services are selling best 

●​ Plan for the future 

●​ Show others (like potential supporters or mentors) that you’re serious and 

organized 

 

Activities 

Activity 1: Create a Simple Income vs. Expense Sheet 

Use Excel, Google Sheets, or a printed table. Create two columns: 
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One for Income (money you earn) 

One for Expenses (money you spend) 

Start tracking your business activity—even if it’s just practice for now. Record 

sample numbers based on your business idea. 

Example: 

Date Description Type Amount (€) 

June 10 Sold 3 handmade bracelets Income 10.50 

June 11 Bought string and beads Expense 4.00 

At the end of the sheet, calculate your total income, total expenses, and profit or loss. 

 

Activity 2: Price Your Product 

Take one product or service idea from your business plan. Now: 

Write down the exact cost to make or deliver it. 

Decide how much profit you want per unit. 

Use the pricing formula to set a realistic selling price. 

Ask three people in your target group if the price feels fair. 

Adjust based on feedback if necessary. 

 

Reflection Questions 

Write or think through these: 

●​ What are the biggest start-up costs for my business? 

●​ How will I keep my running costs low but still deliver quality? 

●​ What price feels fair for my product—and how did I choose it? 

●​ What is my break-even point, and how many sales will I need to reach it? 

●​ How confident do I feel about managing money in my business? 
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3. Setting Up and Running Your Business 

You have an idea. You have a plan. Now it is time to bring your business to life. 

Setting up a business means taking the practical, legal, and operational steps needed 

to officially start and run it.Depending on your country, the rules and requirements 

may vary. However, there are some common steps that apply in most situations: 

●​ Choosing a name and brand identity 

●​ Registering your business (if required) 

●​ Deciding where and how you will operate (online or physical location) 

●​ Setting up systems for payments, supplies, and communication 

Understanding your responsibilities to customers and society 

Even a small or part-time business deserves to be taken seriously. Starting the right 

way builds trust and prepares you for growth. 

 

Naming and Branding – Finalizing Your Identity 

As mentioned earlier, we have already explored brand values and logo ideas (see 5). 

Now it’s time to finalize your brand identity. 

Choosing a Name Your name should: 

●​ Be easy to spell and remember 

●​ Reflect what your business does or offers 

●​ Feel unique and not too similar to other local or online brands 

●​ Be available as a domain name or social media handle (check this) 

Once you have a name, stick with it. A consistent name builds recognition and 

customer loyalty. 

●​ Checking Availability- Before printing anything or launching online: 

●​ Search your national business registry or local council website 

●​ Make sure no one else has already registered the name 

●​ Check for trademarks or copyright if necessary 

Even if you are starting small, acting professionally from the beginning helps avoid 

problems later. 
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Business Registration Basics 

Do I Need to Register My Business? 

This depends on your country, age, income level, and the type of business. 

You may need to register if: 

●​ You will be earning money regularly 

●​ You are selling products or offering paid services 

●​ You want to open a business bank account 

●​ You need a license or tax identification number 

In many countries, small youth-led ventures are allowed to begin informally, but if 

you grow, it is wise to register officially. 

 

Steps to Consider (Depending on Country): 

●​ Choose your business type (sole trader, partnership, limited company, etc.) 

●​ Register with the appropriate national or regional authority 

●​ Apply for any licenses or permits (e.g. food handling, trade license) 

●​ Keep simple financial records (income, expenses, taxes) 

 

If you are under 18, you may need a guardian to register on your behalf, or you may 

operate under a school, community group, or youth programme. 

Always check with a local business advisor, teacher, or youth organisation if unsure. 

 

Customer Service and Business Ethics 

Running a business is not just about selling. It is about building trust, relationships, 

and reputation.Customer service means making sure people who buy or use your 

product: 

●​ Feel valued and respected 

●​ Understand what they are getting 
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●​ Know how to reach you if they have questions or problems 

●​ Good service includes: 

●​ Responding to messages quickly and politely 

●​ Delivering on time and as promised 

●​ Fixing mistakes or offering refunds if needed 

●​ Saying “thank you” and asking for feedback 

 

Your service reflects your values. People often remember how you treat them more 

than what you sold them. 

Business Ethics are the moral values that guide your decisions. Ethical businesses: 

●​ Are honest in their marketing and pricing 

●​ Treat customers fairly 

●​ Do not copy or steal other people’s work 

●​ Respect the environment and local laws 

●​ Take responsibility when something goes wrong 

You do not need to be perfect, but you should be honest, open, and committed to 

doing the right thing. 

 

Activities 

Activity 1: Checklist – What I Need to Start My Business 

Use this checklist to review whether you are ready to launch. Tick off what applies to 

you: 

●​ I have a clear and unique business name 

●​ I know what I am offering and who my customers are 

●​ I have created a logo and brand identity 

●​ I have checked if I need to register my business 

●​ I have set up a simple way to take payments (cash, bank transfer, etc.) 

●​ I have materials or stock ready to sell 

●​ I know how to contact customers and respond to questions 
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●​ I have practiced explaining my product or service clearly 

●​ I have basic records for income and expenses 

●​ I understand the importance of customer service and ethics 

If there are items you have not completed, go back and review previous modules or 

speak with a mentor. 

 

Activity 2: Write Simple “Terms and Conditions” for Your Business 

Create a short written agreement or explanation that sets out: 

●​ What you are offering 

●​ How people can order or buy 

●​ Payment terms (when and how customers pay) 

●​ Delivery or collection rules (if applicable) 

●​ Refunds, returns, or cancellations (if you offer them) 

●​ How customers can contact you 

 

Example: 

“All orders must be paid in full before delivery. I accept bank transfers or cash. 

Orders are delivered within 3 working days. Returns are accepted within 7 days if 

the product is damaged or defective. Please contact me via Instagram DM or email 

for any questions.” 

This gives your customers confidence and protects you from misunderstandings. 

 

Reflection Questions 

Answer these in your journal or voice notes: 

●​ What are the first three actions I need to take before launching? 

●​ Is there anything I need help with before going public? 

●​ How can I make sure my business is trustworthy and professional from day 

one? 

●​ What values will guide my decisions when things go wrong? 
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●​ Who can I turn to for guidance if I face a legal or ethical challenge? 

 

4. Risk Management and Contingency Planning 

Running a business can be exciting, but things do not always go as planned. Even if 

you are organised, unexpected problems can happen. For example: 

●​ A supplier might not deliver your materials on time. 

●​ Costs can suddenly go up. 

●​ Customers may stop buying as much as you expected. 

 

Many small businesses fail because they were not ready for these challenges. 

Learning to spot possible risks and plan ahead will help you stay in control and keep 

your business running. 

 

 Identifying Risks 

Start by making a list of things that could go wrong in your business. These are 

called risks. 

Here are some examples: 

Operational Risks 

●​ Your equipment breaks down. 

●​ Deliveries arrive late. 

●​ You run out of materials. 

Financial Risks 

●​ You run out of cash to pay bills. 

●​ A customer does not pay you. 

●​ Your costs suddenly increase. 

Market Risks 

●​ Sales slow down during certain seasons. 

●​ A new competitor opens nearby. 
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●​ Customer tastes change. 

Legal Risks 

●​ You forget to renew a licence. 

●​ New rules affect your business. 

Human Risks 

●​ You or a helper get sick or injured. 

Reputational Risks 

●​ A customer posts a bad review. 

●​ You make a mistake that upsets people. 

 

Sit down and write as many risks as you can think of, even if they seem unlikely. 

Assessing Impact and Likelihood 

After you list the risks, you must decide: 

●​ How likely is this to happen? 

●​ High: It will probably happen soon. 

●​ Medium: It could happen. 

●​ Low: Not very likely. 

●​ How serious would it be if it happened? 

●​ High: It could stop your business or cost a lot. 

●​ Medium: It would cause some problems. 

●​ Low: It would be a small issue. 

 

Example Table: 

Risk Likelihood Impact 

Supplier delay Medium High 

Equipment breaks down Medium High 

Customer returns product High Medium 

You get sick Low High 
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Risk Likelihood Impact 

Costs go up suddenly Medium Medium 

Focus first on the risks that are High Impact and High Likelihood. 

 

Creating Contingency Plans 

A contingency plan is a clear set of steps you will take if something goes wrong. This 

is your Plan B. 

Examples: 

Backup Suppliers 

Find 1–2 other suppliers now and save their contact details. 

●​ Test ordering from them in small amounts so you know they are reliable. 

Emergency Cash 

●​ Keep some money set aside just for emergencies. 

●​ Even a small amount (like €100–€500) can help. 

Other Ways to Sell 

●​ If your main sales method stops working, be ready to sell through social 

media or delivery apps. 

Equipment Repairs 

●​ Find out where you can repair or replace tools quickly. 

●​ Put some money aside for repairs. 

Insurance 

Depending on your business, you could look into: 

●​ Public Liability Insurance (if a customer gets hurt). 

●​ Property Insurance (for stolen or damaged items). 

●​ Business Interruption Insurance (if you cannot trade for a while). 

 

Building a Resilient Mindset 

Having a positive, calm attitude is very important. A resilient mindset means you: 

Co-funded by the European Union. Views and opinions expressed are however those of the author(s) only and do not 
necessarily reflect those of the European Union or the European Education and Culture Executive Agency (EACEA). Neither 
the European Union nor EACEA can be held responsible for them. 

71 



​  
 
 
 
​  

●​ Accept that problems can happen. 

●​ Stay calm and think about solutions. 

●​ Learn from mistakes. 

●​ Keep trying even if things go wrong. 

Remember: Businesses that last a long time are not problem-free. They simply keep 

going when things get tough. 

 

Activities 

Activity 1: Risk Assessment Table 

Make a table like this. Fill in 5 risks that might affect your business. 

Risk Description Likelihood Impact Contingency Plan 

Example: Supplier 

delays 
Medium High 

Use a backup supplier. Keep extra 

materials. 

    

    

    

    

 

Activity 2: Contingency Plan Outline 

Pick your 3 most serious risks and write 1–2 sentences explaining what you will do 

if each one happens. 

Example:​

“If my main supplier fails to deliver, I will contact my second supplier the same day. I 

will also update customers about any delays.” 

 

Reflection Questions 

Think about these questions and write down your answers: 

●​ Which risk worries you the most? 
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●​ What can you do this week to reduce that risk? 

●​ Who can help you if something serious happens? 

●​ How confident do you feel about dealing with problems? 

●​ What personal strengths will help you stay positive? 

 

5.Operational Workflows and Time Management 

When you start a business, you might focus mainly on your idea, your products, or 

your customers. But what you do each day—and how you organise your time—will 

often decide whether you succeed or struggle. 

 

Many entrepreneurs: 

●​ Get overwhelmed by daily tasks. 

●​ Forget important steps. 

●​ Waste time on low-priority work. 

●​ Burn out because they try to do everything themselves. 

●​ This module helps you translate your plans into clear daily routines so you 

can work consistently, save time, and avoid stress. 

 

Mapping Core Processes 

Core processes are the main tasks you do to run your business. By mapping them, 

you can see: 

●​ The steps involved. 

●​ Where problems or delays happen. 

●​ How to improve them. 

Here are three common processes every small business has: 

Order to Delivery 

This is the process of getting a product or service to the customer. 

Example Steps: 
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●​ Customer places an order. 

●​ You confirm the order. 

●​ You prepare the product or service. 

●​ You package the order. 

●​ You deliver it or make it available for pick-up. 

●​ You follow up with the customer. 

Customer Communication 

This is how you stay in touch with your customers. 

Example Steps: 

●​ Reply to messages or questions. 

●​ Confirm orders or appointments. 

●​ Send updates (e.g., delivery times). 

●​ Respond to complaints or feedback. 

●​ Thank customers and ask for reviews. 

Inventory Management 

This is keeping track of your stock or supplies. 

Example Steps: 

●​ Check what supplies you have. 

●​ Record what you use or sell. 

●​ Reorder when you reach a minimum level. 

●​ Store materials safely and neatly. 

When you map your processes, write down each step in order so you can spot gaps 

or delays. 

 

Workflow Design 

A workflow is a clear, step-by-step way of doing something. It helps you: 

●​ Work faster. 

●​ Reduce mistakes. 

●​ Train helpers more easily. 
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Checklists for Recurring Tasks 

Checklists are simple tools to keep you consistent. You can create checklists for: 

●​ Preparing orders. 

●​ Opening or closing your workspace. 

●​ Posting on social media. 

●​ Doing end-of-week stock counts. 

Example Checklist: “Packing an Order” 

●​ Check the product is correct. 

●​ Inspect for damage. 

●​ Place in packaging. 

●​ Add thank-you note. 

●​ Seal package. 

●​ Write shipping label. 

 

Simple Process Charts 

You can also draw flowcharts that show the steps visually. This is helpful if you have 

a team or want a quick reference on your wall. 

Example: 

mathematica 

CopyEdit 

Customer Order ➡ Confirm Order ➡ Prepare Product ➡ Package ➡ Deliver ➡ 

Follow Up 

 

Time Management Strategies 

Many entrepreneurs feel they “don’t have enough time.” Good time management 

helps you work smarter, not harder. 

Prioritising Urgent vs. Important 

●​ Not everything that feels urgent is truly important. Learn to: 
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●​ Do important and urgent tasks first (e.g., fulfilling orders due today). 

●​ Schedule important but not urgent tasks (e.g., improving your website). 

●​ Avoid spending too much time on urgent but low-value tasks (e.g., constantly 

checking social media). 

●​ Each day, write your top 3 priorities before you start working. 

Time Blocking 

Time blocking means you set specific blocks of time for each task. 

Example: 

●​ 9:00–10:00: Answer messages. 

●​ 10:00–12:00: Pack orders. 

●​ 12:00–1:00: Lunch break. 

●​ 1:00–3:00: Work on marketing. 

●​ 3:00–4:00: Update inventory. 

This stops you from jumping between tasks all day. 

Avoiding Burnout 

Working too much can lead to burnout. Protect your energy by: 

●​ Taking short breaks. 

●​ Having clear start and end times for work. 

●​ Scheduling days off, even if your business is small. 

●​ Saying “no” to tasks that do not help your goals. 

 

Delegation and Automation 

You do not have to do everything yourself. Learning to delegate or automate saves 

time and reduces stress. 

Delegation 

Ask someone you trust to help with: 

●​ Packing orders. 

●​ Deliveries. 

●​ Updating social media. 
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●​ Simple bookkeeping. 

●​ Even a few hours of help each week can make a big difference. 

Automation 

Use tools and apps to save time. For example: 

●​ Automatic invoicing tools. 

●​ Social media scheduling apps. 

●​ Online order tracking 

 

Tracking Progress 

Finally, track how you are doing so you can improve your workflows over time. 

Weekly Reviews 

At the end of each week: 

●​ Look at what you achieved. 

●​ Notice what worked well and what did not. 

●​ Decide what you will improve next week. 

●​ Example Questions: 

●​ What took longer than planned? 

●​ Did I meet my goals? 

●​ What can I do differently? 

 

Activities 

 Activity 1: Create a Daily or Weekly Workflow Checklist 

Make a checklist for the tasks you do every day or week. 

Example: 

Daily Checklist 

●​ Check messages and reply. 

●​ Pack and ship orders. 

●​ Post on social media. 

●​ Update income and expenses. 
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●​ Weekly Checklist 

●​ Check stock levels. 

●​ Review sales numbers. 

●​ Clean and organise workspace. 

●​ Plan next week’s priorities. 

 

Activity 2: Design a Process Map 

Choose one process (for example, fulfilling an order). Draw a simple step-by-step 

map or list of the process. 

Example: 

●​ Receive order. 

●​ Confirm payment. 

●​ Prepare product. 

●​ Pack and label. 

●​ Ship. 

●​ Send confirmation message. 

 

Activity 3: Time Log Exercise 

For 3 days, write down: 

●​ Every task you do. 

●​ How long you spend on it. 

●​ At the end, look for: 

●​ Tasks that took more time than expected. 

●​ Tasks you could delegate or automate. 

 

Reflection Questions 

Answer these questions honestly: 

●​ Which daily tasks take more time than you thought? 

●​ Which tasks are most important for your business success? 
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●​ What can you automate or ask someone else to help with? 

●​ How could you organise your time better? 

●​ How will you look after yourself to avoid burnout? 

 

MULTIPLE CHOCE QUESTIONS 

1.​ Why is having a business plan important in entrepreneurship?​

A) To guarantee immediate profits​

B) To stay focused, set goals, and make better decisions​

C) To avoid having to spend money​

D) To copy competitors easily 

 

2.​ Which tool helps you map out your business idea on one page?​

A) Revenue Calculator​

B) Business Model Canvas​

C) Risk Register​

D) Cash Flow Sheet 

 

3.​ In the Business Model Canvas, what section describes who will buy your 

product or service?​

A) Solution​

B) Key Activities​

C) Target Customers​

D) Cost Structure 

 

4.​ What is the main purpose of the “Problem” section in the Business 

Model Canvas?​

A) To list your competitors​

B) To define what problem you are solving for your customer​
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C) To describe how you will earn money​

D) To calculate your costs 

 

5.​ Which of the following is not typically part of a basic business plan?​

A) Executive Summary​

B) Personal Biography​

C) Market Description​

D) Financial Basics 

 

6.​ What is a Revenue Stream?​

A) A list of all expenses​

B) The way your business earns money​

C) The amount you spend on marketing​

D) The cost of starting your business 

 

7.​ What is included in the Cost Structure section?​

A) Materials, equipment, marketing, and time costs​

B) Customer feedback​

C) Your business logo​

D) A list of competitors 

 

8.​ One key benefit of writing down your business plan is:​

A) It guarantees funding​

B) It helps you get feedback and stay accountable​

C) It automatically registers your business​

D) It replaces all other planning tools 

 

9.​ If you find your expected costs are higher than your expected income, 

what should you do?​
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A) Ignore it and keep going​

B) Adjust your idea or pricing​

C) Reduce product quality​

D) Hire more employees immediately 

 

10.​Which section of a simplified Business Model Canvas describes how you 

will deliver your product or service​

A) Problem​

B) Key Activities​

C) Target Customers​

D) Competitor Overview 

 

 

 

 

IV Taxes 

 

Disclaimer 

These notes are intended for informational and educational purposes only and do 

not constitute legal, financial, or tax advice. While every effort has been made to 

ensure the accuracy of the information provided, taxation laws and regulations vary 

by country and are subject to change. 

Readers are encouraged to consult official government sources or seek advice from a 

qualified tax professional or legal advisor before making any decisions related to 

taxation, social security, or financial planning. 
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The authors and publishers of this material assume no responsibility or liability for 

any errors or omissions or for any actions taken based on the content of these notes. 

Introduction 

You may not think about taxes when you’re buying a coffee, getting your first salary , 

or selling a used item via Ebay but taxes are everywhere. They shape the quality of 

your roads, the cost of your education, and the security of your retirement. 

For young people whether as workers, students, consumers, or 

entrepreneurs—understanding taxation is more than just a life skill. It’s a 

foundation for responsible, informed citizenship. 

Taxes affect your money, your opportunities, and your rights. Knowing how they 

work empowers you to: 

●​ Manage your finances wisely 

●​ Avoid costly mistakes or penalties 

●​ Benefit from social protections you’re entitled to 

●​ Engage in decisions that shape your future society 

Taxation is not just about paying the government as it is  about contributing to the 

world you live in. 

Key Concepts 
By the end of this module, learners will be able to: 

1.​ Understand what taxation is and recognize its purpose in funding public 

services and promoting societal fairness. 

2.​ Identify different types of taxes relevant to daily life in the EU, including 

income tax, VAT, capital gains, property, inheritance, corporate, and 

environmental taxes. 

3.​ Read and interpret a payslip to distinguish between gross and net income, tax 

deductions, and social security contributions. 

4.​ Recognize the role of VAT in everyday purchases and how it affects consumer 

pricing and choices. 
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5.​ Understand how capital gains tax applies to profits from assets like real 

estate, stocks, and cryptocurrency. 

6.​ Assess the impact of property tax when renting or owning a home and plan 

accordingly for related costs. 

7.​ Identify when inheritance or gift taxes may apply and understand 

exemptions based on relationships and thresholds. 

8.​ Grasp the essentials of corporate tax for youth-led businesses, including 

registration, deductions, and filing responsibilities. 

9.​ Appreciate the environmental role of certain taxes and how they influence 

personal and business decisions toward sustainability. 

10.​Recognize tax obligations in digital economies, including freelance, 

influencer, and e-commerce income. 

11.​Fulfill basic tax compliance duties such as filing returns, keeping records, and 

understanding consequences of non-compliance. 

12.​Understand how EU coordination ensures fairness in cross-border taxation 

and supports transparency and anti-fraud efforts. 

13.​Distinguish between taxes and social security contributions and know how 

early employment builds up personal social protection rights. 

14.​Access reliable national and EU resources for up-to-date tax guidance and 

assistance. 

 

1. What is Taxation? 

Taxation is the system by which governments collect compulsory financial 

contributions from people and businesses to fund public services and maintain 

economic stability. 

Think of it like this: everyone pays taxes  so that everyone can benefit from shared 

essentials—like clean streets, quality schools, functioning hospitals, and public 

safety. 
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Key facts to know: 

●​ Taxes are collected at different levels: local, national, and sometimes 

EU-wide. 

●​ There are different types: direct taxes (like income tax) and indirect taxes 

(like VAT). 

●​ Rules vary by country, but the principles are similar across the EU: those who 

earn or consume more usually contribute more. 

 

2. Why is Taxation Important? 

Taxation might seem like a burden—but it’s actually the engine that powers society. 

Here’s what taxes make possible: 

Funds Public Goods and Services 

●​ Roads, railways, public transport 

●​ Education systems and universities 

●​ Hospitals, emergency services, and vaccinations 

●​ Environmental protection and public parks 

Redistributes Wealth and Reduces Inequality 

●​ Tax systems are usually progressive, meaning those who earn more pay a 

higher percentage 

●​ This helps fund support for those with fewer resources—creating a more just 

society 

Supports Social Security Systems 

●​ Contributions support pensions, disability benefits, maternity leave, and 

unemployment payments 

●​ These protections help people live with dignity in hard times or later in life 
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Influences Behaviour 

●​ Taxes on alcohol, cigarettes, and sugary drinks aim to reduce consumption 

and improve public health 

●​ Tax incentives can promote environmentally friendly choices or social 

investment 

Whether you're working, studying, consuming, or saving—taxes are part of your 

daily life. Understanding them helps you take charge of your finances, make ethical 

choices, and become an engaged member of your community. 

 

3. Main Types of Taxes in the EU 

Income tax 

Income tax is a tax levied by the government on the financial income generated by 

individuals and businesses. In the EU, while tax systems vary slightly from country 

to country, all member states apply income tax as part of their fiscal policy to fund 

public services and redistribute wealth.​

Most EU countries use a progressive income tax system, where the tax rate increases 

with income level. This means: 

●​ Low earners pay a smaller percentage of their income. 

●​ High earners pay a higher percentage. 

Some systems include a basic tax allowance, which is a fixed amount of income that 

is not taxed at all. The remaining income is taxed in brackets (e.g., 20% on the next 

€10,000, 35% on the next €20,000, etc.). 

Income tax is usually withheld automatically from salaries by employers but must be 

declared annually to ensure accurate reporting. 

Key Terms  

●​ Gross Income: Total earnings before any taxes or deductions. 
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●​ Net Income: The actual amount received after tax and contributions (i.e., 

take-home pay). 

●​ Tax Brackets: Income ranges taxed at different rates. 

●​ Tax Allowance (or Personal Allowance): Income exempt from taxation. 

●​ Tax Deductions: Expenses that reduce taxable income (e.g., education costs, 

work expenses). 

●​ Withholding Tax: Amount of income tax deducted directly from wages by the 

employer. 

Types of Income That May Be Taxed 

●​ Salaries and wages 

●​ Freelance or gig income 

●​ Interest on savings 

●​ Dividends from investments 

●​ Rental income 

●​ Scholarships or grants (in some countries, partially taxed) 

Specific Relevance to you: 

1.​ Part-Time or Student Jobs:​

Even students are subject to income tax if their income exceeds the threshold. 

It's important to register correctly and file a return to avoid overpaying or 

missing a refund. 

2.​ Freelancers and Gig Workers:​

If you're tutoring, doing graphic design, or driving for a delivery app, you may 

be classified as self-employed and responsible for declaring your own income 

and paying taxes quarterly. 

3.​ First Full-Time Job:​

Your payslip will show deductions for income tax and social security. 
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Understanding this breakdown helps you manage your budget and check for 

errors. 

4.​ Tax Refunds:​

Many young people overpay due to incorrect tax coding or deductions. Filing 

a return can lead to money back in your account. 

5.​ Cross-Border Work:​

If you study in one EU country and work in another, you may face dual 

taxation issues. Thankfully, most EU countries have treaties to avoid taxing 

the same income twice. 

Why This Matters: 

●​ Avoid fines or penalties for undeclared income. 

●​ Learn to read payslips and understand your earnings. 

●​ Build healthy financial habits early. 

●​ Maximize returns through legal tax deductions. 

●​ Ensure eligibility for state benefits based on tax records. 

 

Value Added Tax (VAT) 

Value Added Tax (VAT) is a consumption tax applied to most goods and services at 

each stage of the supply chain—from production to the final sale. Unlike income tax, 

VAT is indirect and embedded in the price of most items you buy.​

Every time a product or service is sold, VAT is added. For example: 

●​ A manufacturer adds VAT when selling to a wholesaler. 

●​ A retailer adds VAT when selling to a customer. 

●​ The consumer ultimately bears the cost of the VAT. 

Businesses collect VAT on behalf of the government and pass it along the chain, 

deducting any VAT they've paid themselves. 

Who Pays VAT?​

Everyone who buys goods or services. It’s automatically included in the price—so 

you pay it even without noticing. 
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Why VAT Matters to You: 

1.​ It affects your daily spending.​

From coffee to cinema tickets, VAT is part of the price. 

2.​ It's usually invisible.​

VAT is already included in prices, so you may not even realise you're paying it. 

3.​ It influences your lifestyle.​

Higher VAT on things like sugary drinks or fast fashion discourages 

consumption; lower VAT on books or public transport promotes learning and 

eco-conscious choices. 

4.​ It’s crucial for young entrepreneurs.​

If your income exceeds a set threshold, you must register for VAT, charge it, 

and file VAT returns regularly. 

Key Terms: 

●​ VAT-Inclusive Price: Final price paid by the consumer. 

●​ VAT-Exclusive Price: Price before VAT is added. 

●​ Input VAT: VAT a business pays on purchases. 

●​ Output VAT: VAT a business collects on sales. 

●​ VAT Return: A report businesses submit, listing VAT paid and collected. 

VAT might be hidden, but it directly affects your spending. Whether you’re shopping, 

freelancing, or launching your own business, knowing how VAT works—especially in 

your country—helps you make smarter choices and stay compliant with the law. 

 

Capital Gains Tax: Understanding Tax on Investment Profits 

Capital Gains Tax (CGT) is a tax on the profit (gain) made when you sell an asset for 

more than you paid for it. The “capital gain” is the difference between the selling 

price and the purchase price. This tax is typically applied to: 
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●​ Real estate (excluding your primary residence in some countries) 

●​ Stocks and shares 

●​ Cryptocurrency 

●​ Business assets 

●​ Valuable personal items (art, collectibles, etc.) 

1.​ You buy an asset (e.g. a Bitcoin for €1,000). 

2.​ You later sell it for €2,000. 

3.​ Your capital gain is €1,000. 

4.​ You may owe tax on that €1,000, depending on your country’s rules and 

thresholds. 

Key Terms: 

●​ Capital Gain: Profit made on a sold asset. 

●​ Capital Loss: When you sell an asset for less than its purchase price. 

●​ Holding Period: Length of time you owned the asset—can impact tax owed. 

●​ Exemptions: Some countries waive CGT on personal property, long-held 

investments, or primary residences. 

Why It Matters  

1.​ Crypto & Stock Investments:​

If you buy and sell cryptocurrencies or stocks, you may owe CGT. Many young 

investors are unaware this income is taxable. 

2.​ Flipping Property or Assets:​

Any real estate profits could trigger CGT unless you're covered by exemptions 

(like living in the property for a period). 

3.​ Entrepreneurship:​

Selling a business or startup could result in capital gains. 
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4.​ Filing & Transparency:​

Failing to declare capital gains can result in penalties. It’s important to track 

dates, amounts, and deductions. 

Whether you’re dabbling in crypto, selling sneakers, or investing in stocks, your 

profits may be taxable. Understanding CGT now helps you avoid legal trouble and 

plan smarter financial moves later. 

 

Property Tax: What You Need to Know Before You Own or Rent 

Property tax is a tax levied on real estate ownership. It’s typically based on the 

assessed value of land and buildings. This tax funds local services like waste 

collection, schools, roads, and emergency services. 

Types of Property Taxes: 

●​ Municipal Tax: Paid annually to local councils. 

●​ Land Tax: Based on land ownership or usage. 

●​ Stamp Duty / Transfer Tax: Paid once when purchasing property. 

1.​ Authorities assess the property’s value. 

2.​ A percentage or fixed rate is applied. 

3.​ The owner pays the tax annually or at the point of sale. 

Key Terms: 

●​ Assessed Value: The value the local government uses to calculate your tax. 

●​ Stamp Duty: A one-time tax paid during property transactions. 

●​ Primary Residence: Your main home—often receives tax relief or exemption. 

Why It Matters to you  

1.​ Future Homeownership:​

Even after buying a home, you'll owe property tax annually. Budgeting for this 

is key. 

2.​ Renters Pay Too (Indirectly):​

Landlords often factor property taxes into rent. Higher taxes = higher rent. 
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3.​ Buying Abroad:​

Property taxes differ greatly. Researching the system is crucial if you plan to 

buy in another EU country. 

4.​ Inheritance:​

If you inherit a home, you may face property tax obligations even if you don't 

live in it. 

Property taxes affect you. Whether you're renting, investing, or dreaming of owning 

a home, understanding these costs now helps you make realistic plans for your 

future. 

 

Inheritance and Gift Tax: Understanding What Happens When You Receive 

Assets 

Inheritance and Gift Tax is a tax applied when a person receives assets—such as 

money, property, or valuables—either after someone’s death (inheritance) or while 

the giver is still alive (gift). 

●​ Tax is usually calculated based on: 

o​ The value of the gift or inheritance 

o​ The relationship between the giver and receiver 

o​ The location of the property or assets 

●​ Close relatives (spouse, children, parents) are often taxed less or are exempt. 

●​ Large inheritances or gifts from unrelated individuals usually face higher tax 

rates. 

 

Key Terms: 

●​ Bequest: A gift left in a will. 

●​ Beneficiary: The person receiving the inheritance or gift. 

●​ Stamp Duty: A transfer tax often used in place of inheritance tax. 

●​ Tax-Free Allowance: A set amount you can receive tax-free, depending on 

your relationship to the giver. 
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Why It Matters  

1.​ Unexpected Inheritance:​

You may inherit property, savings, or valuables—even at a young age. 

Knowing the tax rules avoids surprises. 

2.​ Family Gifts:​

Receiving a car, cash, or even shares from grandparents or parents can be 

taxable depending on your location and the amount. 

3.​ Cross-Border Implications:​

If the giver or receiver lives in another EU country, double taxation could 

apply unless treaties are in place. 

If you inherit or receive a valuable gift, it may be subject to tax. Understand local 

laws to know your rights, obligations, and potential tax exemptions. 

 

Corporate Tax: What Young Entrepreneurs Need to Know 

Corporate Tax is a tax on the profits that companies and registered businesses earn. 

It applies to both large corporations and small startups, depending on legal 

structure and income. 

How It Works: 

●​ A company calculates its net profit (revenue minus expenses), and tax is 

charged on that amount. 

●​ Deductions are available for legitimate business costs (e.g. salaries, rent, 

equipment). 

●​ Businesses must file annual tax returns and pay tax on profits—even small 

sole proprietors in some cases 

Key Terms: 

●​ Legal Entity: A business structure (like a company) that can be taxed 

separately from its owner. 

●​ Gross Profit vs Net Profit: Tax is paid on profit after business costs are 

deducted. 
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●​ Tax Residency: Determines where your business pays tax. 

●​ Double Taxation Relief: Agreements to prevent being taxed in two countries. 

Why It Matters  

1.​ Startup Founders:​

If you register a business, even as a freelancer, you may be responsible for 

filing and paying corporate tax. 

2.​ Business Decisions:​

Understanding tax helps you decide where to register your business, how to 

pay yourself (salary vs dividends), and how to grow sustainably. 

3.​ Legal Compliance:​

Filing incorrect or late returns can result in heavy fines—even for small or 

new businesses. 

​

If you plan to start a business—even a small online shop—you need to understand 

corporate tax obligations in your country. This knowledge helps you avoid legal 

trouble and operate professionally. 

 

Environmental Taxes: When Pollution Comes with a Price 

Environmental taxes are taxes imposed on activities or products that cause 

environmental damage. Their purpose is to discourage harmful behaviour and 

promote sustainability. 

Types of Environmental Taxes: 

●​ Carbon Tax: Charged on fossil fuels (coal, oil, gas) 

●​ Fuel Tax: Applies to petrol and diesel 

●​ Vehicle Registration Tax: Based on CO₂ emissions 

●​ Plastic Bag or Packaging Tax: Reduces waste 

●​ Electricity & Energy Taxes: Applied to energy consumption, encouraging 

efficiency 

Key Terms: 
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●​ Polluter Pays Principle: Those who pollute should pay for the environmental 

damage they cause. 

●​ Green Incentives: Tax breaks or grants for sustainable behaviour (e.g. solar 

panels, EVs). 

●​ Sustainability Levy: A surcharge for using non-recyclable or carbon-intensive 

materials. 

Why It Matters  

1.​ Transport Choices:​

Owning a car or using public transport? The more polluting your vehicle, the 

higher the tax. 

2.​ Energy Bills:​

The more electricity you use, the more tax you may pay—especially if it’s 

from non-renewable sources. 

3.​ Green Consumerism:​

Eco-friendly choices often come with tax benefits (e.g. subsidies on e-bikes, 

reduced VAT on solar panels). 

4.​ Social Awareness:​

Environmental taxes aim to change behaviour. Supporting or challenging 

these policies is part of youth civic responsibility. 

​

Environmental taxes influence how much you pay at the pump, in your energy bill, 

and even for delivery packaging. Understanding these helps you make greener, more 

economical choices. 

 

4.How Taxes Impact Daily Life: Everyday Examples  

Taxes are not just abstract numbers or paperwork—they directly affect your wallet, 

your choices, and your lifestyle.  

 

Here’s how: 
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A) Employment: Understanding Your Payslip 

●​ When you receive your first job offer, the salary quoted is usually gross pay 

(before taxes). What you take home is net pay. 

●​ Income tax and social security contributions are deducted monthly. 

●​ Tip: Learn to read a payslip to understand your tax contributions and ensure 

accuracy. 

●​ Read more on 9. Reading a Paylslip 

 

B) Shopping: The Hidden Cost of VAT 

●​ When you buy clothes, electronics, or even food, VAT is included in the price. 

●​ High VAT rates can significantly affect how much you actually pay. 

●​ Tip: Budget with VAT in mind—what you see isn’t always the base price. 

 

C) Renting or Buying a Home 

●​ If you’re renting, the landlord’s property tax is often passed on to you 

through higher rent. 

●​ Buying a home? Be prepared for stamp duty, property tax, or capital gains tax 

later on. 

 

D) Entrepreneurship 

●​ Planning to start your own business or freelance? You’ll need to register for 

tax, issue invoices, and file returns. 

●​ You’ll be responsible for corporate or self-employment tax, VAT (if 

applicable), and possibly payroll taxes. 

 

E) The Digital Economy 

●​ Online influencers, streamers, and e-commerce sellers must declare their 

income. 
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●​ Platforms like YouTube, Etsy, or TikTok earnings are taxable in most 

countries. 

●​ Tip: Keep track of digital revenue streams—even small amounts add up. 

 

5.Tax Responsibilities and Compliance: Your Legal and Practical Duties 

Being tax-compliant is not just for adults or big businesses. If you earn income in any 

form, you have responsibilities. 

 

A) Filing Tax Returns 

●​ In most countries, individuals must file annually to report income and claim 

refunds or pay any remaining tax due. 

●​ Freelancers and business owners often file quarterly prepayments. 

 

B) Keeping Records 

●​ Keep receipts, invoices, payslips, bank statements, and tax documents. 

●​ In case of audit or error, these serve as evidence. 

 

C) Penalties for Evasion 

●​ Not declaring income can lead to: 

o​ Fines 

o​ Interest charges 

o​ Legal action 

●​ Even honest mistakes can be costly, so it's crucial to stay informed. 

 

D) Tools to Help You 

●​ Most EU tax authorities provide: 

o​ Free online calculators 

o​ Tax portals for filing and tracking status 

o​ Guides and helplines for young people and first-time filers 
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6.EU-Wide Coordination on Tax 

Although each EU country manages its own tax system, the EU plays a key role in 

harmonising and improving fairness across borders. 

What the EU Coordinates: 

1.​ VAT Rules:​

Ensures consistency in how VAT is applied across member states for goods 

and services, especially in cross-border trade. 

2.​ Fighting Fraud and Tax Evasion:​

Through shared databases, country collaboration, and legal tools. 

3.​ Corporate Tax Fairness:​

Tackles aggressive tax planning and profit shifting by multinationals. 

Key Initiatives: 

●​ DAC – Directive on Administrative Cooperation:​

Enables automatic exchange of tax information between EU countries, 

increasing transparency and catching fraud. 

●​ EU VAT Directive:​

Sets the framework for VAT rates, exemptions, and intra-EU commerce rules. 

●​ Digital Tax Proposals:​

Designed to tax large digital companies more fairly, ensuring they contribute 

their share in every EU market they operate in. 

​

Even if you're just starting out, taxes affect you more than you think. Understanding 

both your personal responsibilities and how tax works across Europe equips you for 

smart, responsible adulthood—whether you're working, studying, freelancing, or 

shopping online. 
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7.Why Tax Knowledge Empowers You 

Taxation may seem complicated or even intimidating—but it’s one of the most 

important systems shaping your life, whether you realise it or not. From your first 

part-time job to buying a home, starting a business, shopping online, or investing in 

crypto, taxes are involved. 

 

Why Early Tax Education Matters: 

1.​ Better Financial Decisions​

Understanding how taxes affect your income, expenses, and investments 

helps you plan better and avoid costly mistakes. 

2.​ Legal Compliance​

Filing taxes properly ensures you avoid fines, overpayments, or even legal 

trouble. It also helps you access refunds and benefits you’re entitled to. 

3.​ Social Responsibility​

Taxes fund public services—schools, hospitals, roads, pensions. By paying 

your share, you support your community and promote fairness. 

4.​ Confidence as a Young Adult​

Whether you're earning €100 or €100,000, tax knowledge gives you control 

over your financial life. It shows employers, clients, and banks that you're 

informed and responsible. 

5.​ Civic Engagement​

As you vote and participate in society, tax policies will affect you directly. 

Being informed means you can advocate for policies that reflect your 

values—on education, environment, social equity, and more. 

​

You don’t need to become a tax accountant—but you do need to understand the 

basics. Taxes are not just bills—they are  tools for managing your future, 

contributing to your country, and navigating the adult world with confidence and 

purpose. 
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8. Social Security Contributions: What Young People Need to Understand 

(Not a Tax!) 

Social Security Contributions are mandatory deductions from your income that go 

into national social protection systems. These contributions fund pensions, 

healthcare, unemployment benefits, maternity leave, disability aid, and more. 

Important Distinction:​

Social security is not a tax.​

Taxes go to general government revenue. Social security contributions are 

earmarked payments—what you pay helps determine what you can claim later in 

life. 

Who Pays and How: 

●​ Employees: A percentage is deducted from your gross salary. 

●​ Employers: Match or exceed your contribution to support the system. 

●​ Self-employed individuals/freelancers: Must pay both the employee and 

employer portions in most countries. 

Purpose of Social Security Contributions: 

●​ Healthcare Access: Subsidised or free medical care depending on country. 

●​ Pension Entitlement: Building up credits for retirement income. 

●​ Sick Leave & Parental Leave: Financial protection when you can’t work. 

●​ Unemployment Support: Benefits when between jobs. 

Key Terms: 

●​ Social Insurance Number: Your unique ID for accessing state services. 

●​ Contributory Benefits: You only qualify if you’ve paid into the system. 

●​ Non-contributory Benefits: Based on need, not payment history. 

●​ Benefit Credits: Points that build up eligibility over time. 

Why It Matters: 
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1.​ Access to Benefits Starts Early:​

Even your first part-time job builds your benefit record for pensions and 

unemployment insurance. 

2.​ Avoid Gaps in Contributions:​

If you're freelancing or working irregularly, ensure you’re still paying your 

share. Gaps can affect future benefits. 

3.​ Claiming Rights Abroad (EU Coordination):​

Under EU rules, your contributions count across member states. If you work 

in Portugal now and move to Poland later, your history goes with you. 

4.​ Misconception Alert:​

Many young workers believe these deductions are just “another tax.” In truth, 

they’re investments in your personal safety net. 

Social security contributions protect your present and future self. They ensure you 

get access to health care, financial help when you're unemployed, and income when 

you retire. Unlike taxes, these payments directly affect your eligibility for essential 

life protections. 

 

9. Reading a Payslip 

Reading a payslip is important for understanding how your salary is calculated and 

what deductions are made. Here's a clear breakdown of the key components of a 

typical payslip and how to interpret each section: 

1. Personal & Employer Information 

●​ Employee Name: Your full name. 

●​ Employee Number / ID: Internal reference used by your employer. 

●​ Employer Name and Address: Who is paying you. 

●​ Tax Code / Social Security Number: Determines how much tax you pay. 

2. Payment Period 

●​ Pay Date: The date you receive the payment. 

●​ Pay Period: The time range the payslip covers (e.g., monthly, weekly). 
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3. Gross Pay 

●​ Basic Salary: Your fixed wage before deductions. 

●​ Overtime: Extra hours worked and pay received for them. 

●​ Bonuses / Commissions: Any extra pay. 

●​ Allowances: For example, travel or meal allowances. 

Gross Pay = Total of all earnings before any deductions. 

4. Deductions 

●​ Income Tax: Based on your earnings and tax code. 

●​ Social Security / National Insurance: Contributions to public benefits or 

pension. 

●​ Pension Contributions: Payments to your retirement savings. 

●​ Other Deductions: Union fees, loan repayments, health insurance, etc. 

Total Deductions = The sum of all withheld amounts. 

5. Net Pay 

●​ This is your take-home pay after all deductions. 

Net Pay = Gross Pay − Total Deductions 

6. Year-to-Date (YTD) Figures (optional but common) 

●​ Shows how much you have earned and paid in deductions since the 

beginning of the financial year. 

●​ Useful for tracking annual income, taxes, and contributions. 

7. Additional Information 

●​ Leave Balances: Remaining vacation or sick days. 

●​ Bank Details: Where your salary is deposited. 

●​ Employer Contributions: Additional pension or benefits paid by your 

employer (not deducted from your salary). 

 

Example Summary: 

Section Value 

Basic Salary €2,000 
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Section Value 

Overtime €150 

Bonus €100 

Gross Pay €2,250 

Tax €300 

Social Security €150 

Pension €100 

Total Deductions €550 

Net Pay €1,700 

 

10.Case Study 

Marco - A 22-Year-Old Start-Up Entrepreneur in Portugal 

Background​

Marco, a recent graduate in graphic design from Lisbon, Portugal, decided to turn his 

freelance side work into a full-time digital branding agency. At age 22, he registered 

his start-up as a sole proprietor and started offering services to local businesses and 

international clients via platforms like Fiverr and Upwork. 

How Tax Knowledge Informed Marco’s Key Decisions 

1. Understanding His Payslip and Net Income  

●​ Marco initially worked part-time for a digital agency. When offered a full-time 

contract at €1,500/month, he used his tax knowledge to understand that 

after income tax and social security, his net income would be closer to €1,100. 

●​ Knowing this helped him decide that freelancing offered better potential and 

flexibility. 

He budgeted correctly, avoided debt, and created a 6-month emergency fund before 

leaving employment. 

2. Registering as a Freelancer and Understanding Tax Obligations  
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●​ Before launching his start-up, Marco visited the Portuguese tax portal and 

used their online resources. 

●​ He registered for: 

o​ VAT (IVA) 

o​ Self-employment tax 

o​ Quarterly advance payments (prepaid tax) 

●​ He also signed up for a free webinar on filing returns as a young 

entrepreneur. 

 Decision: Marco avoided late registration penalties and was ready with 

invoicing tools that included accurate VAT handling. 

3. Tracking Income from Digital Platforms  

●​ Marco’s first major revenue stream came from a popular Fiverr gig. Because 

he knew these earnings were taxable, he: 

o​ Set up a separate business account 

o​ Kept monthly records and invoices 

o​ Saved 25% of all digital income for tax dues 

4. Budgeting for VAT and Business Expenses  

●​ When Marco bought a new laptop for €2,000, he understood: 

o​ €370 of that was VAT 

o​ As a registered freelancer, he could deduct VAT on business purchases 

●​ He also ensured his service pricing accounted for VAT. 

5. Being Compliant and Avoiding Penalties  

●​ Marco’s friend was fined €300 for missing a quarterly tax filing. Having 

learned from this, Marco: 

o​ Paid quarterly taxes on time 

o​ Used online tax software linked to Portugal’s Finanças portal 

6. Applying for EU Micro-Business Support and Understanding EU Tax Principles 

(Point 6) 
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●​ Marco applied for a local entrepreneurship grant, part of an EU-funded 

programme. 

●​ He understood how EU VAT directives apply to his international clients. 

●​ He used the One Stop Shop (OSS) system to simplify VAT reporting for 

cross-border EU services. 

Marco expanded to Spanish and French clients while remaining tax 

compliant.Marco’s journey shows that tax knowledge is not optional—it is a core life 

skill for any young entrepreneur in the EU. By understanding the tax system, he was 

not only able to launch and grow his business legally and profitably, but he also 

contributed responsibly to society. 

 

11.Useful Resources: Where to Learn More 

National Tax Authority Websites​

Every EU country has its own tax portal offering filing guides, calculators, forms, and 

help desks. Examples: 

●​ Malta: https://cfr.gov.mt 

●​ Poland: https://podatki.gov.pl 

●​ Portugal: https://portaldasfinancas.gov.pt 

EU Taxation and Customs Union​

Covers EU-wide rules, digital tax reforms, and anti-fraud cooperation:​

https://taxation-customs.ec.europa.eu 

OECD Tax Database​

Compare tax rates and policies internationally:​

https://www.oecd.org/tax/tax-policy/tax-database.htm 

 

12.MULTIPLE CHOICE QUESTIONS  

1. What is the main purpose of taxation? 
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A) To punish people for earning money​

B) To fund public services like schools, hospitals, and transport​

C) To reduce how much money people can spend​

D) To help businesses make more profit 

 

2. You just got your first payslip from a part-time job. It says your gross pay is 

€600, but your bank only received €500. What most likely caused the 

difference? 

A) Your manager made a mistake​

B) Taxes and social security contributions were deducted​

C) Your bank charged a high fee​

D) You received a bonus in cash 

 

3. Which of the following is an example of an indirect tax? 

A) Income tax deducted from your salary​

B) Tax on money you inherit from a grandparent​

C) VAT​

D) Body 

 

4. Why should digital creators (like YouTubers or streamers) care about taxes? 

A) They are automatically exempt because they work online​

B) Their earnings are taxable and must be reported​

C) Their followers pay the taxes instead​

D) Social media companies handle all taxes for them 

 

5. What is one key difference between social security contributions and taxes? 

A) Only adults pay social security​

B) Social security is paid in cash, not deducted​

C) Social security helps you qualify for benefits like pensions and unemployment 
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support​

D) Taxes are optional, but social security is not 

 

 

 

 

 

V Credit, Loans, and Interest Mechanisms 

1.Why You Should Care About Credit? 

Think about this: Have you ever wanted a new phone, a laptop, or even a car, but 

didn’t have the money saved up? Or perhaps you’re dreaming of attending college or 

moving into your place one day. That’s where credit and loans come in.​

​

Credit lets you get what you need now and pay for it over time. But it’s not free. You 

pay extra — called interest — on top of what you borrowed. And how you use credit 

now can affect what kind of financial freedom you’ll have in the future.​

​

In this module, you’ll learn how credit works, why it matters, how to avoid getting 

trapped in debt, and how to make smart choices that keep more money in your 

pocket. 

 

Key Concepts and Learning Objectives 
 
By the end of this module, learners will be able to: 
- What credit, loans, and interest actually mean​

- The different types of credit people use — from student loans to credit cards​

- How interest works (spoiler: it can grow fast if you’re not careful)​

- How your credit score works — and why it's your adult report card​
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- How to use credit wisely so it helps you, not hurts you​

- Real examples of young people making smart (and not-so-smart) money choices 

 

2. Credit, Loans & Interest — In Simple Terms 

What is Credit? 

Credit is borrowing money that you promise to pay back later. Whether you’re 

buying a hoodie online with “Buy Now, Pay Later” or using a student loan for tuition, 

you’re using credit. 

 

Did you know? 

In the EU, the total household debt is a staggering €15 trillion. That’s the combined 

debt of all the people across Europe, including mortgages, personal loans, and credit 

cards. That’s a lot of money! For young people, getting into debt is something that 

can happen pretty quickly. Around 40% of young people (18-24 years old) have 

used credit cards or other forms of debt at some point, but only 15% feel confident 

about managing it. 

When someone gives you credit, they’re trusting you’ll pay them back — usually 

with a little extra (that’s interest). 

 

What is a Loan? 

A loan is a specific kind of credit where a bank or person gives you money now, and 

you agree to repay it in chunks over time. 

Example:​

You take a €5,000 loan to buy a second-hand car. You agree to pay €210 per month 

for 2 years. That monthly amount includes the loan amount plus interest. 
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Credit vs Loan: What’s the Difference? 

Credit Loan 

Flexible  —  You borrow what you need, 

like with a credit card, and can keep using 

it. 

Fixed  —  You borrow a set amount of 

money all at once, and you have to repay 

it over a set period. 

Often renewed yearly  —  With things 

like credit cards, you can keep borrowing 

as long as you make payments and stay 

within your limit. 

Clear start and end  —  Loans have a 

fixed duration (e.g., 2 years, 5 years) and 

you’ll know exactly when they’re paid off. 

You pay interest only on what you use  

—  If you don’t borrow the full credit limit, 

you only pay interest on the amount you 

use. 

You pay interest on the full amount 

you borrow  —  Even if you don’t use all 

of the loan, you pay interest on the entire 

loan amount. 

Higher interest rates  —  Credit tends to 

come with higher interest rates because 

it's more flexible and riskier for lenders. 

Usually lower interest rates  —  Loans 

typically have lower interest rates since 

they’re a more controlled form of 

borrowing. 

Good for short-term needs  —  Credit is 

perfect for small purchases you can pay 

off quickly, like buying a hoodie or paying 

for a night out. 

Best for big purchases  —  Loans are 

great when you need a larger amount for 

long-term purchases, like a car or tuition 

fees. 

Example: Credit card, Buy Now Pay Later 

(BNPL), or a line of credit. 

Example: Car loan, student loan, or a 

mortgage. 
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So… What is Interest? 

Interest is the “extra” you pay for borrowing money. Lenders don’t let you borrow 

for free — they charge a percentage called the APR (Annual Percentage Rate). It’s 

how they make money. 

 

APR (Annual Percentage Rate): What It Really Means 

APR includes: 

●​ Interest rate (the base cost) 

●​ Any fees (like processing or setup costs) 

It’s the number that tells you how expensive the loan really is. 

 

Example:​

You borrow €10,000 for school at 5% interest for 5 years.​

That’s €500 per year in interest → €2,500 total interest.​

If there’s a €200 fee, your total cost becomes €12,700. 

 

Did you know? 

In the UK alone, people owe around £75 billion in credit card debt. That’s a huge 

chunk of money! The average adult in the UK carries around £3,000 in credit card 

debt. This shows just how easy it is for people to fall into debt if they aren’t careful. 

Knowing the APR helps you compare loans and avoid nasty surprises. 

 

What is Borrowing? 

Borrowing means receiving money from someone else — usually a bank or lender 

— with a promise to pay it back later, often with interest. You're using someone 

else's money to meet your needs today. 
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Example:​

If you borrow €200 today with a payday loan, you might have to pay back €250 in 

just a week or two, depending on the interest rate. That's how payday loans can lead 

to high interest very quickly, so it’s best to avoid them unless absolutely necessary. 

 

What is Lending? 

Lending is the flip side — giving money to someone else with the expectation they'll 

pay you back, often with extra (interest). Banks and financial institutions are the 

most common lenders. 

 

Quick Fact: 

Banks across the EU have been lending more in recent years, with many of them 

offering loans to students, young entrepreneurs, and people looking to buy their first 

homes. But with more lending comes more risk — about 30% of people with debt 

say it causes them anxiety, which is why managing credit wisely is super important! 

 

Types of Loans and Credit Products 

There are many types of loans and credit products out there, and each works a little 

differently. Let's break them down: 

 

Secured vs. Unsecured Loans 

●​ Secured Loans: This type of loan means you're borrowing money and using 

something valuable (like a car or a house) as collateral. If you can’t repay the 

loan, the lender can take that asset to recover their money. For example, a car 

loan is usually secured because the car itself is the collateral.​

​

Are they worth it?​

Secured loans typically come with lower interest rates because the lender 
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has something to take if you don't repay. But remember, if you miss payments, 

you could lose that item.​

 

●​ Unsecured Loans: These are loans that don’t require any collateral. A classic 

example is a personal loan or a credit card. You're borrowing money based 

on trust that you’ll pay it back.​

​

Are they worth it?​

Unsecured loans are riskier for the lender, so they often come with higher 

interest rates. But if you have a strong credit history, they can be a good 

option because you won’t lose anything if you miss a payment.​

 

Revolving Credit vs. Installment Loans 

●​ Revolving Credit: This type of credit lets you borrow money up to a certain 

limit, pay it off, and then borrow again. Think of a credit card – you can 

spend what you want (up to your limit), pay it back, and keep using it. The 

key here is that you don’t have to borrow all at once, and you pay interest 

only on what you use.​

 

●​ Installment Loans: With installment loans, you borrow a set amount of 

money and pay it back in fixed monthly payments. For example, if you take 

out a student loan or a car loan, you agree on a fixed monthly payment for a 

set period (e.g., €200/month for 2 years). These are usually for bigger 

purchases like a car or education.​

 

Debit Cards vs. Credit Cards 

●​ Debit Cards: When you use a debit card, you're spending your own 

money that's already in your bank account. If you try to spend more than 
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you have, you’ll usually get an alert, and the transaction won’t go through.​

 

●​ Credit Cards: With a credit card, you're borrowing money from the bank 

or lender, and you have to pay it back later (usually with interest). It's like 

getting a short-term loan every time you make a purchase. 

Key Difference: Debit cards use your own money, while credit cards allow you to 

borrow money, which you need to repay later. 

 

Types of Loans You Might Encounter 

●​ Student Loans: These loans help you pay for education. For example, 

let’s say Kasia wants to go to university, and it costs €8,000 a year. She 

takes out a student loan of €40,000 to cover her tuition for 5 years. Over 

the next 20 years, she’ll pay back that €40,000 plus interest, making the 

total cost much higher.​

 

●​ Mortgages: A mortgage is a type of loan used to buy a house. For 

example, you might borrow €150,000 to buy a house and pay it back over 

25 years with monthly payments. Mortgages often have lower interest 

rates because they’re secured by the house (meaning if you don’t pay, they 

can take it from you).​

 

●​ Business Loans: These are loans given to people who want to start or 

expand their businesses. For example, Max wants to open a coffee shop. 

He takes out a loan for €20,000 to cover equipment, rent, and inventory. 

He’ll pay back this loan with monthly payments over a few years.​

 

●​ Payday Loans: These are short-term loans meant to help you cover 

expenses until your next paycheck. They’re usually for small amounts, but 
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they come with really high interest rates. For example, if you borrow 

€200 today, you may need to repay €250 next week. 

 

3. Why Credit Matters 

Let’s be real—most of the big goals in life come with a price tag. Whether you’re 

aiming to get a degree, buy your first car, start your own business, or even move out 

of your parents’ house, chances are you won’t have all the money saved up when the 

time comes. That’s where credit comes in. 

 

Credit is more than just a way to borrow money—it’s a tool that lets you accomplish 

your goals now and pay for them over time. But there’s more to it than just getting 

what you want today. How you use credit will play a huge role in shaping your 

financial future. Whether it’s getting approved for a loan, paying lower interest rates, 

or even landing better job opportunities, how you manage credit can make a big 

difference in your life. 

 

When used smartly, credit can help you achieve your dreams. But when it’s misused, 

it can become a trap that holds you back. So let’s break down why credit matters and 

how it can help you move forward—both in your personal life and in business. 

 

How Credit Helps You 

Buy Big-Ticket Items 

Not everything you need or want can be bought with the money you have on hand. 

For things like laptops, phones, or even bikes, credit allows you to buy these items 

and pay for them in installments over time. This means you don’t have to wait to 

save up the full amount before making a purchase. 
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Example: You need a new laptop for school or work, but you don’t have €1,000 

saved up. By using a credit card or installment plan, you can get the laptop today 

and pay a little bit each month, making it more affordable in the short term. 

 

Education and Careers 

Student loans are a form of credit that can help you pay for your education and 

open up new career opportunities. Whether you’re studying for a degree, taking a 

training course, or attending a boot camp, credit allows you to invest in yourself 

and build a future where your earning potential is higher. 

 

Example: You want to go to university, but tuition fees are too high to pay all at once. 

A student loan can help you cover these costs, and once you graduate, the 

investment in your education could help you land a job with a higher salary. 

Build Wealth 

One of the most common ways people use credit to build long-term wealth is 

through a mortgage. A mortgage lets you buy a home by borrowing money from a 

lender, and over time, you pay back the loan with interest. As you make payments, 

you’re building equity—meaning the value of your home goes up as you pay down 

the loan. 

 

Example: Buying a house is a big financial commitment, but with a mortgage, you 

can own a home and gradually build equity in it. Over time, as you continue paying 

off the mortgage, the value of your home could increase, giving you an asset to build 

wealth for the future. 

 

Better Future Credit 

The way you handle credit now can affect the loan deals you get later. If you make 

your payments on time, keep your balances low, and borrow responsibly, you’re 

building a strong credit history. A good credit history can help you get lower 
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interest rates, higher loan approvals, and better deals on credit cards, insurance, 

and even renting an apartment. 

 

Example: If you make timely payments on your credit card and keep your debt 

under control, when you need a larger loan in the future (for a car or a home), you’ll 

have a stronger credit score. This can result in better terms, such as a lower 

interest rate or a higher borrowing limit. 

 

Emergency Support 

Life can throw unexpected expenses your way—whether it’s an emergency 

medical bill, a sudden repair for your car, or even a last-minute travel expense. 

Having access to credit can provide a financial safety net when things don’t go as 

planned. It helps you get by during tough months or unpredictable situations. 

Example: Your car breaks down, and it’s going to cost €500 to fix it. If you don’t have 

that much money saved up, you can use a credit card to pay for the repair now, then 

pay it off gradually. 

 

Why It Matters for Businesses Too 

Credit doesn’t just help individuals—it’s also an essential tool for businesses. 

Whether it’s a small business or a big corporation, credit helps companies grow 

by providing them with the funds they need to expand. Businesses use credit to: 

●​ Buy equipment 

●​ Hire staff 

●​ Launch new products 

●​ Survive tough financial times​

 

Without credit, many businesses wouldn’t have the resources to start or expand, and 

new ideas could remain just that—ideas. 
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Example: A small café wants to expand by adding a second location. They need 

€50,000 to rent a new space, buy furniture, and hire staff. By taking out a business 

loan, they can get the funds they need and pay it back over time as the business 

grows. 

 

Understanding the Bigger Picture 

When you learn how credit works, you’re not just gaining knowledge for your own 

financial life—you’re learning how businesses and the economy function. Whether 

you’re thinking about starting your own business, buying your first house, or 

getting an education, credit is part of the financial infrastructure that makes it all 

possible. 

The key takeaway? Used wisely, credit is a tool that works for you and helps you 

achieve big goals. But if you don’t manage it well, it can create problems that are 

hard to fix. So, make sure you understand how it works and use it responsibly! 

 

4. Types of Credit 

Credit isn’t a one-size-fits-all solution. Depending on what you need, there are 

different types of credit products available, each serving a specific purpose. Some 

types of credit are flexible and short-term, while others are long-term and require a 

more substantial commitment. Understanding the differences between them is key 

to choosing the right type of credit for your needs. 

 

Whether you are an individual looking to manage personal expenses or a business 

owner seeking to expand, knowing which type of credit fits your situation will help 

you make smarter financial decisions. 

 

This chapter breaks down the most common types of credit for both individuals 

and businesses, highlighting their purposes, example uses, pros, and cons. 
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Main Types of Credit for Individuals 

Here are some of the most common types of credit available to individuals: 

Type of 

Credit 

What It’s 

For 

Example 

Use 

Pros Cons 

Credit 

Card 

Daily 

purchases, 

flexible 

borrowing 

Buying 

groceries, 

clothes 

Flexible, 

rewards, builds 

credit history 

High interest if 

balance is carried, 

potential debt 

accumulation 

Personal 

Loan 

Larger, 

one-time 

expenses 

Fixing a car, 

covering 

medical bills 

Lower interest 

rates, fixed 

payments 

Fees, hard to get 

without good 

credit 

Student 

Loan 

Paying for 

education 

University 

tuition, 

books 

Low interest, 

deferred 

payments 

Long-term 

commitment, debt 

after graduation 

Mortgage Buying a 

home or flat 

Your first 

apartment 

Long-term 

investment, 

lower interest 

rates, tax 

benefits 

Huge commitment, 

high down 

payment 

Buy Now, 

Pay Later 

(BNPL) 

Short-term 

online 

purchases 

Shoes, 

gadgets, 

gaming gear 

No interest if 

paid on time, 

easy access 

Late fees, debt 

accumulation 

 

Explanation of Each Credit Type 

Credit Cards 
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Credit cards are commonly used for daily purchases like groceries, clothing, or 

entertainment. They allow you to borrow money up to a credit limit and pay it back 

over time. Many cards offer rewards (like cashback or points) for purchases, and 

they help you build your credit history.​

 

○​ Pros: Flexible, helps build credit history, rewards. 

○​ Cons: High interest if you carry a balance, can lead to debt accumulation.​

 

Personal Loans 

A personal loan is typically used for larger, one-time expenses like home repairs, 

medical bills, or vacations. You borrow a fixed amount of money from a lender and 

pay it back over time, usually with a fixed interest rate.​

 

○​ Pros: Lower interest rates compared to credit cards, fixed payments.​

Cons: Fees, harder to get if you have poor credit.​

 

Student Loans 

Student loans help cover the cost of education, including tuition, books, and other 

academic-related expenses. These loans often have low interest rates and offer 

options for deferred payments while you're still in school.​

 

○​ Pros: Low interest, deferred payments while in school. 

○​ Cons: Can be a long-term commitment, the burden of debt after graduation.​

 

Mortgages 

A mortgage is a long-term loan used to purchase a home or property. It usually 

requires a large down payment and is paid back in monthly installments over many 

years. A mortgage allows you to build equity in your home over time.​
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○​ Pros: Long-term investment, lower interest rates, potential tax benefits. 

○​ Cons: Huge financial commitment, requires a large down payment.​

 

Buy Now, Pay Later (BNPL) 

BNPL services allow you to make online purchases and pay for them in 

installments over time, often without interest if paid off within the specified period. 

BNPL options are popular for smaller purchases like gadgets, clothing, and 

electronics.​

 

○​ Pros: No interest if paid on time, easy access.​

Cons: Late fees, debt accumulation if payments are missed.​

 

Main Types of Credit for Businesses 

Businesses—whether small or large—also rely on different types of credit to fund 

operations, invest in growth, and manage cash flow. Here’s a breakdown of the main 

types of credit used by businesses: 

Type of 

Credit 

What It’s For Example Use Pros Cons 

Line of 

Credit 

Covering daily 

cash gaps 

Paying bills 

between client 

payments 

Flexible 

borrowing, easy 

access to funds 

High interest, 

maintenance 

fees 

Term Loan Big investment 

or expansion 

Opening a 

new location 

Fixed terms, 

long-term 

funding 

Rigid 

payments, 

harder 

approval 
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Equipmen

t Loan 

Buying 

machines or 

vehicles 

A bakery 

getting a new 

oven 

Secured loan, 

lower interest 

rates 

Collateral risk, 

limited use 

Trade 

Credit 

Buying goods 

with delayed 

payment 

A store 

stocking 

inventory 

No immediate 

payment, 

common in B2B 

Short-term, 

late fees 

Invoice 

Financing 

Getting money 

from unpaid 

invoices 

A business 

getting paid 

faster 

Quick access to 

cash, flexible 

High fees, risk 

of dependency 

 

Explanation of Each Business Credit Type 

Line of Credit 

A line of credit provides businesses with flexible access to funds when needed. It's 

ideal for short-term cash flow gaps—for example, paying bills while waiting for 

client payments. The business can borrow as much as it needs up to the credit limit.​

 

○​ Pros: Flexible borrowing, easy access to funds. 

○​ Cons: High interest, maintenance fees.​

 

Term Loan 

A term loan is used for larger investments or long-term projects like expanding a 

business or opening a new location. These loans provide a lump sum upfront, and 

the business repays it over a set period of time with fixed monthly payments.​

 

○​ Pros: Fixed terms, long-term funding. 

○​ Cons: Rigid payment schedule, harder approval process.​
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Equipment Loan 

An equipment loan is used for purchasing physical assets like machinery or 

vehicles. The equipment itself often serves as collateral, which can result in lower 

interest rates.​

 

○​ Pros: Secured loan, lower interest rates. 

○​ Cons: Collateral risk, limited to specific purchases.​

 

Trade Credit 

Trade credit allows businesses to buy goods and pay later, typically within 30 to 90 

days. It’s especially common in business-to-business (B2B) transactions, where a 

business can stock its shelves without immediately paying for the products.​

 

○​ Pros: No immediate payment required, common in B2B transactions. 

○​ Cons: Short-term, late fees if payments are delayed.​

 

Invoice Financing 

Invoice financing allows businesses to get paid faster by borrowing against unpaid 

invoices. This option helps businesses cover operating expenses while they wait for 

customers to pay their invoices.​

 

○​ Pros: Quick access to cash, flexible terms.​

Cons: High fees, dependency on consistent invoices.​

 

Each type of credit is designed for different purposes, and choosing the right one 

depends on your specific financial needs. Whether you’re an individual looking for 

a way to finance education or a business needing capital to expand, understanding 
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the pros and cons of each credit option will help you make the best decision for your 

situation. 

 

Knowing your needs and your ability to repay is crucial to selecting the right credit 

product. By managing credit responsibly, you can use it as a tool to build wealth, 

achieve goals, and even grow a successful business. 

 

5. Understanding Interest: Fixed vs. Variable 

When you borrow money, you don’t just pay back the amount you borrowed — you 

also pay interest. Interest is the extra cost for borrowing money, and it’s how banks 

and lenders make a profit. But did you know that there are different types of interest 

rates? Some stay the same throughout the life of your loan, while others can change 

based on the economy. Understanding how interest works can help you make better 

choices, save money, and reduce stress in the long run. Let's break down the 

different types of interest rates and their impact on your finances. 

 

Simple Interest vs. Compound Interest 

Simple Interest 

Simple interest is calculated only on the amount of money you originally borrowed 

(the principal). It’s straightforward and doesn’t change over time.​

​

Formula for Simple Interest:​

Interest=Principal×Rate×Time\text{Interest} = \text{Principal} \times \text{Rate} 

\times \text{Time}Interest=Principal×Rate×Time​

​

Example:​

If you borrow €1,000 at a 5% simple interest rate for 1 year, you’ll pay €50 in 

interest for the year (since €1,000 × 0.05 × 1 = €50), so  in 1 year, you’ll owe €1,050.​
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Good for:​

Short-term loans or when you can predict your payments and know the total cost 

from the start.​

 

Compound Interest 

Compound interest is calculated on both the principal (the money you borrowed) 
and any interest that has already been added. This means that the amount you 

owe grows faster over time because interest is added to the total amount you owe, 
not just the original loan amount.​

​
Formula for Compound Interest:​

​

 𝐴 =  𝑃 *  (1 + 𝑟
𝑛 ) 𝑛 * 𝑡  𝑊ℎ𝑒𝑟𝑒:

P = amount of borrowed money.​

n = the number of times the interest is compounded per year.​

t = the number of years.​

 

Example:​

If you borrow €1,000 at a 5% compound interest rate for 1 year, compounded 

annually, you’ll pay €50 in interest for the first year. But if the interest is 

compounded monthly, your total interest after a year would be slightly higher due to 

the interest being added every month (think about it like interest from interest).​

​

Why it matters:​

Compound interest can work for or against you. If you're saving money, it can help 

your savings grow faster. But if you’re borrowing, compound interest can cause your 

debt to increase much faster than simple interest.​
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Nominal vs. Effective Interest Rates 

Nominal Interest Rate 

The nominal interest rate is the rate stated on your loan or deposit, but it doesn’t 

take into account how often the interest is compounded. It’s the "headline" rate that 

you often see advertised, but it doesn’t always show the full cost of the loan.​

​

Example:​

If a loan advertises a 5% nominal interest rate that is compounded monthly, the 

actual amount you’ll pay in interest will be higher than 5% because the interest is 

added each month, not just once a year.​

 

Effective Interest Rate (APR) 

The effective interest rate (sometimes called the APR, or Annual Percentage Rate) 

gives a more accurate picture of the total cost of the loan because it includes both 

the interest rate and the compounding frequency (how often interest is added to 

the loan). It’s the true cost of borrowing money, showing what you’ll actually pay in 

interest over time.​

​

Example:​

If a loan has a nominal rate of 5% compounded monthly, the effective interest 

rate will be slightly higher, around 5.12%, due to monthly compounding. The 

effective rate shows you the real cost of borrowing, considering how often interest is 

added to your balance.​

​

Why it matters:​

Always look at the effective interest rate (APR) rather than just the nominal rate. It 

will give you a clearer picture of how much you will actually pay in interest.​
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Fixed vs. Variable Interest Rates 

Fixed Interest Rate 

A fixed interest rate means the rate stays the same for the entire term of the loan. 

No matter what happens in the economy, your interest rate won’t change, which 

makes it easier to budget and plan your payments.​

​

Example:​

If you borrow €10,000 at a 5% fixed rate for 5 years, your interest rate will stay at 

5% for the entire loan term, even if the economy changes. Your monthly payment 

will be consistent and predictable.​

​

 Why is it good for you? 

○​ Stability: Your payments won’t change, which makes budgeting easier. 

○​ Predictability: You know exactly how much you’ll pay over the life of the loan. 

Best for: People who prefer certainty and like knowing exactly how much they’ll 

pay each month.​

 

Variable Interest Rate 

A variable interest rate means that the interest rate can change over time, usually 

in response to changes in a benchmark rate set by central banks (like the European 

Central Bank or the Federal Reserve in the U.S.). If interest rates go up, so will your 

payments.​

​

Example:​

If you get a student loan with a 2% variable rate, your rate might start low, but it 

can increase if interest rates go up. So, after a year, your rate might rise to 4%, which 

means your monthly payments will increase too.​
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 Why is it risky? 

○​ Uncertainty: Your payments might start low but could rise later, depending on 

the economy 

○​ Risk of increased payments: If you can’t handle the potential rise in payments, a 

variable rate might be a bit risky. 

Best for: People who are comfortable with uncertainty and are willing to take the 

chance of lower rates at first, even though they may increase later.​

 

Why It Matters: Fixed vs. Variable 

●​ Fixed rates give you stability. Your payments will be the same every month, 

which makes it easier to plan and budget. 

●​ Variable rates offer flexibility but come with more risk. They might start off 

lower but can rise, which means you might end up paying more than you initially 

expected. 

When choosing a loan, think about your ability to handle changes. If you want to 

know exactly how much you’ll pay, go for a fixed rate. But if you’re willing to accept 

some risk for a potentially lower rate early on, a variable rate could work for you. 

 

Bonus Concept: Time Value of Money 

Now, this might sound a little complicated, but it’s actually really simple: money 

today is worth more than the same amount in the future. Why? Because you can 

use it right now, invest it, or even avoid inflation, which means things might cost 

more in the future. 
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Example:​

If someone offers you €1,000 today or €1,000 in a year, which one would you 

choose?​

​

Take it today!​

Why? Because if you invest it wisely (for example, in a savings account or stocks), 

that €1,000 can grow over time. You might end up with more than €1,000 by the end 

of the year. On the other hand, if you wait for a year, that €1,000 might lose value due 

to inflation — meaning it will buy you less than it would today. 

 

Putting It All Together: Fixed vs. Variable, Simple vs. Compound, Nominal vs. 

Effective 

Understanding interest and how it works is crucial for making smart financial 

decisions. Here’s a summary of what you need to know: 

●​ Simple interest is easy to calculate and stays the same, while compound 

interest can make your debt grow faster because it’s calculated on both your 

loan and any interest that has already accumulated. 

●​ Nominal interest is the stated rate on a loan, but the effective interest rate 

(APR) gives you a more accurate picture of the true cost of borrowing, taking 

into account compounding. 

●​ Fixed interest rates offer stability and predictable payments, while variable 

interest rates give you a chance to save in the short term but come with the 

risk of rising payments. 

Understanding these concepts will help you make better decisions when taking out 

loans, using credit cards, or saving money, setting you up for financial success in the 

future. 
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6. Understanding Interest Rates, Inflation, and Benchmark Rates 

When it comes to borrowing money, the interest rate plays a key role in how much 

you’ll pay over time. However, the real impact of interest rates isn’t just about the 

number itself—it’s also about how external factors, like inflation, and important 

benchmark rates, set by central banks, influence the economy and your personal 

finances. In this chapter, we’re going to break down these key topics and explain 

how they affect loans, savings, and your everyday life. 

 

The Impact of Inflation on Real Interest Rates 

What is Inflation? 

Inflation is when the general price level of goods and services increases over time, 

which means the value of money decreases. Essentially, inflation means you can 

buy less with the same amount of money as time goes on. A 5% inflation rate 

means that prices for things like food, gas, and clothing increase by about 5% over 

the course of the year. 

What Are Real Interest Rates? 

A real interest rate is the interest rate you actually pay, adjusted for inflation. It’s 

important because it tells you how much the value of the money you borrowed is 

really costing you over time, after accounting for inflation. Simply put, if inflation is 

rising, your debt might cost you more than you think. 

Example:​

Let’s say you take out a loan with a 4% interest rate. If inflation is 5%, your real 

interest rate is -1%. This means that the value of the money you're repaying is 

worth less because inflation is outpacing the interest rate. So, even though you’re 

paying back the loan, the amount you owe isn’t as valuable in real terms, making it 

cheaper for you in an inflationary environment. 
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However, if inflation is low, a loan with a high interest rate might cost you more in 

real terms. For instance, if inflation is 2% and your loan has a 5% interest rate, 

your real interest rate is 3%, meaning you’re paying more for the loan in terms of 

its real value. 

Lesson:​

Understanding inflation and real interest rates helps you determine whether 

borrowing money is truly worth it. If inflation is high, you might be able to borrow at 

a lower real cost, but if it’s low, high interest rates can make borrowing expensive. 

 

Central Bank Policy Rates 

Central banks play a huge role in shaping how money flows through the economy. 

These banks control policy rates, which directly influence interest rates for 

borrowing money. Let’s break down two of the most important central banks and 

their policies: 

1.​ Federal Reserve (Fed Funds Rate) – USA 

The Federal Reserve (or Fed) is the central bank of the United States. One 

of the most important tools the Fed uses to control the economy is the Fed 

Funds Rate. This rate is the interest rate at which banks borrow money from 

each other overnight. When the Fed raises or lowers this rate, it affects how 

much people pay to borrow money, including credit cards, mortgages, and 

business loans. 

○​ When the Fed raises the rate, borrowing becomes more expensive. 

This is used to slow down inflation and cool off an overheating 

economy. 

○​ When the Fed lowers the rate, borrowing becomes cheaper, 

encouraging people to spend and invest, which helps boost the 

economy. 
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2.​ For example, in 2020, during the COVID-19 pandemic, the Fed cut rates to 

near zero to stimulate the economy. This made loans and credit cheaper, 

helping people and businesses stay afloat during tough times. 

3.​ European Central Bank (ECB Rate) – Europe 

The European Central Bank (ECB) is responsible for setting interest rates in 

the Eurozone. The ECB's main policy rate is known as the refinancing rate 

or main refinancing operations rate, which is the rate at which commercial 

banks can borrow from the ECB. Like the Fed, the ECB changes this rate to 

control inflation and help manage economic growth in the Eurozone. 

○​ Raising the ECB rate makes borrowing more expensive and is used to 

fight inflation. 

○​ Lowering the ECB rate makes borrowing cheaper, which encourages 

spending and investment. 

Example:​

In 2011, the ECB raised its rates to fight rising inflation in the Eurozone. This 

made loans and mortgages more expensive for consumers, slowing down spending 

and helping curb inflation. On the other hand, the ECB has lowered its rates several 

times over the years to encourage economic growth, especially after the financial 

crisis in 2008. 

Lesson:​

When central banks adjust their policy rates, it affects your ability to borrow money 

and the cost of credit. Central banks use these tools to stabilize the 

economy—either by encouraging spending (lowering rates) or by preventing 

inflation from getting out of control (raising rates). 
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Benchmark Rates: SOFR, EURIBOR, SONIA 

Now that we understand the impact of central bank rates, let’s dive into benchmark 

rates. These are reference rates that are used by banks and financial institutions to 

set the interest rates on a wide range of loans and financial products, including 

mortgages and business loans. These rates are set by the market and are 

influenced by central bank policy rates. 

1.​ SOFR (Secured Overnight Financing Rate) – USA 

SOFR is the benchmark rate for the U.S. financial markets, replacing the older 

LIBOR (London Interbank Offered Rate). SOFR is used primarily for 

short-term borrowing and reflects the cost of borrowing cash overnight 

using Treasury securities as collateral. It is considered more stable than 

LIBOR because it is based on actual transactions in the market. 

2.​ EURIBOR (Euro Interbank Offered Rate) – Europe 

EURIBOR is the benchmark interest rate at which Eurozone banks lend to 

each other. It’s used for a wide range of loans, including mortgages and 

business loans, across Europe. The rate is set daily, based on the average 

interest rates at which the panel banks are willing to lend. 

3.​ SONIA (Sterling Overnight Index Average) – UK 

SONIA is the benchmark rate for the UK. It’s used for pricing overnight 

unsecured lending and is based on actual transactions between banks. Like 

SOFR, SONIA is seen as a more reliable benchmark rate because it is based 

on actual transactions rather than estimates.​

 

Why Do These Matter?​

These rates are used by financial institutions to set the interest rates on loans and 

savings accounts. For example: 

●​ If your loan is based on SOFR, the interest rate might be SOFR + 2%. If 

SOFR rises, your loan becomes more expensive. 
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●​ If your mortgage is based on EURIBOR, fluctuations in EURIBOR will 

affect your monthly payment. A rise in EURIBOR means higher payments 

for you.​

 

Example:​

If SOFR rises by 0.5%, and your business loan is tied to this benchmark rate, your 

loan interest will increase by the same amount. This can make it harder for 

businesses to pay back their loans, especially if the rate increase is significant over 

time. 

Lesson:​

Benchmark rates like SOFR, EURIBOR, and SONIA directly impact the interest 

rates you pay on loans and credit. Changes in these rates can either increase or 

decrease the cost of borrowing, so it’s important to keep an eye on them and 

understand how they influence your finances. 

 

The Big Picture 

Interest rates, inflation, and central bank policy rates might seem like complicated 

concepts, but they play a huge role in shaping your financial world. By 

understanding how inflation affects real interest rates, how central banks control 

borrowing costs, and how benchmark rates like SOFR, EURIBOR, and SONIA work, 

you can make smarter financial decisions. 

Next time you’re thinking about taking out a loan or saving money, remember that 

economic conditions are always in flux. Interest rates can change, and inflation 

can impact how much you’re really paying in interest over time. By staying informed 

about these key factors, you can manage your finances with confidence and plan for 

the future. 
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7. Credit Scores and the Approval Process 

Introduction: What Is a Credit Score? 

Your credit score is like your financial reputation. It's a number between 300 and 

850 that tells banks and lenders how trustworthy you are when it comes to 

borrowing money. The higher your score, the more likely lenders are to offer you 

loans, credit cards, or mortgages. A higher score means better interest rates and 

better opportunities for credit. A lower score can mean higher interest rates or even 

rejection. Think of it like a "grade" for how well you handle borrowed money. 

But how does a lender decide if you’re worthy of credit? What exactly makes up that 

number? Let’s break it down. 

What Makes Up Your Credit Score? 

Your credit score is calculated based on five main factors. Each one tells lenders a 

bit about how you handle debt and how likely you are to repay them. Here’s what 

they consider: 

 

Payment History (35%) 

This is the most important factor. It tracks whether you pay your bills on time. The 

better your record, the higher your score. Missing payments can cause a big dip in 

your score. If you’ve always paid on time, your score goes up. 

Key point: The more you borrow and pay back on time, the better your credit score 

will be. Even if you only borrow small amounts at first (like using a credit card for 

small purchases), repaying them on time builds a positive credit history. It’s like 

building trust — lenders will start to see you as reliable, and over time, they’re more 

likely to approve you for larger loans or credit cards.​

 

Amount Owed (30%) 

This looks at how much debt you have compared to your total available credit. If 

you’re using most of your credit (say, you have a €1,000 limit on a card, and you’re 

using €900), it can hurt your score. Lenders prefer to see that you're not maxing out 
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your credit.​

 

Key point: If you're using more than 30% of your credit limit, it may signal to 

lenders that you’re relying too much on borrowed money, which lowers your score. 

Try to keep your balance low, even if you pay it off each month.​

 

Length of Credit History (15%) 

The longer you’ve been using credit, the better. It shows you know how to manage 

your money over time. But, if you’re young and just starting, that’s okay. You can 

start building credit now — responsibly — and the more years you have of good 

credit, the better.​

 

For example: If you’ve had a credit card for two years and always paid it off, it’s 

better than having had one for six months. It’s about trust and showing that you can 

handle debt over time.​

 

New Credit (10%) 

Every time you apply for credit (whether it’s a credit card or a loan), the lender 

checks your credit report. Too many applications in a short period can lower your 

score because it looks like you might be struggling financially or looking for credit 

everywhere.​

What you should know: Don’t apply for too many credit cards or loans at once. It’s 

better to be strategic and only apply when you really need it.​

 

Credit Mix (10%) 

Lenders like to see that you can handle different types of credit, such as credit cards, 

student loans, or car loans. This shows you can manage various financial 

responsibilities. But, don’t rush to open new types of credit just to improve this 
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factor — only open what you need.​

 

Why Your Credit Score Matters 

Your credit score is one of the first things a lender checks when you apply for credit, 

whether it’s for a credit card, a student loan, a car loan, or even a mortgage. 

Here’s why it matters: 

●​ Better Approval: A higher score means you’re more likely to be approved for 

the credit you need. 

●​ Lower Interest Rates: A good score means you can often borrow money at 

lower interest rates, which means you’ll pay less in the long run.​

More Options: With a good score, you have access to more loans, higher 

credit limits, and better overall financial options. 

●​ Higher Costs with Low Score: A low score could mean higher interest rates, 

meaning you’ll pay more for the same amount of money over time. In some 

cases, it could even mean rejection for credit altogether. 

 

The Credit Approval Process 

So, how do you actually get credit? Here’s how the approval process works: 

1.​ Application: You fill out a form providing personal information — name, 

address, income, job, etc. 

2.​ Verification: The lender checks the details you provided, including your job 

and income, to make sure you're able to repay the loan.​

What does “personal and financial info” mean?​

When you apply for a loan, the lender needs to confirm that you’re who you 

say you are and that you have the means to repay the loan. For example, 

they’ll verify your income to see if your monthly earnings are enough to cover 
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the loan payments. They might also need to check your ID and other details 

to protect themselves from fraud. 

3.​ Credit Check: The lender will check your credit history (your credit report) 

and see how you’ve handled debt in the past.​

Does your credit history affect your score?​

Yes! The more responsible you’ve been with credit in the past, the more likely 

you are to get approved. If you’ve borrowed money and paid it back on time, 

that’s a huge plus. But if you’ve missed payments, it will be harder to get 

approved. Lenders look at this history as a predictor of how you’ll manage 

credit in the future. 

4.​ Underwriting: The lender decides if you’re a good risk for lending money. 

They consider things like your job, income, other debts, and credit history.​

What’s the process of creditworthiness evaluation?​

Your creditworthiness depends on how likely you are to repay the loan. 

Lenders look at factors like: 

○​ Your credit score: The higher it is, the more likely you are to be 

approved. 

○​ Your income and employment: Lenders want to know you have a 

steady job and enough income to make the monthly payments. 

○​ Debt-to-income ratio: This is how much of your income goes toward 

paying off existing debts. If too much of your income is already tied up 

with debt, you might not qualify for more credit.​

 

5.​ Approval or Denial: You’ll either get approved or rejected. If you’re 

approved, the lender will let you know the terms (like the interest rate and 

payment schedule). 

6.​ Paperwork: You’ll sign the loan agreement, which includes all the terms 

(how much you owe, when it’s due, etc.). 
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7.​ Funding: Once everything is signed, the money is either transferred to your 

account or issued on your credit card.​

 

What Affects Your Credit Approval? 

When you apply for credit, the lender checks several things to decide whether you 

get approved: 

●​ Your Credit Score: The higher your score, the better your chances of 

approval. 

●​ Your Job and Income: Lenders want to know you can afford to pay back 

the loan, so they’ll check your job and income. 

●​ Other Debts: If you already owe a lot, it may be harder to get more credit. 

●​ Assets or Savings: Having some savings or assets, like a car or house, can 

help.​

Collateral: For secured loans, offering something valuable (like a car) 

can improve your chances of approval.​

 

Creditworthiness and How to Achieve It 

What is creditworthiness? 

Creditworthiness is how lenders measure your ability to repay a loan. Lenders use it 

to assess the risk of lending to you. The better your creditworthiness, the more likely 

you are to get approved for credit. 

How can you improve your creditworthiness? 

1.​ Pay Bills on Time: Your payment history makes up the biggest portion of 

your score, so always pay your bills on time. 
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2.​ Keep Debt Low: Keep your credit usage under 30% of your available credit 

limit. 

3.​ Don’t Apply for Too Many Credit Cards: Only apply for credit when you 

truly need it. 

4.​ Track Your Credit Report: Make sure there are no mistakes and that 

everything is accurate.​

 

Example: 

Max is 22 and wants to buy his first car. He’s been using his credit card for a couple 

of years and always pays it off on time. His credit score is 740. When he applies for a 

car loan, the bank checks his score and sees that he’s responsible with debt. They 

also verify his steady income from his part-time job and determine his 

debt-to-income ratio is good. Because of his positive credit history and 

creditworthiness, he’s approved for the loan with a great interest rate. 

 

8. Responsible Use of Credit 

Using credit can be super helpful — but only if you’re smart about it. It’s like 

learning to drive a car: it can take you places, but if you don’t know how to control it, 

things can go wrong fast. Getting into debt is easy. Getting out of it? Not so much. 

That’s why learning to use credit responsibly while you’re young is one of the best 

financial moves you can make. Building good credit habits now will set you up 

for success in the future — whether it’s for getting a loan, buying a car, or even 

renting an apartment. 

Good Credit Habits to Build Now 

The key to using credit responsibly is developing good habits that you can keep for 

life. Here’s how you can start building those habits today: 
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Borrow Only What You Can Repay 

Credit can feel like free money, but it’s not. Every time you borrow, you’re promising 

to pay it back — usually with interest. So, it’s important to borrow only what you can 

afford to repay soon. 

For example: If you’re thinking about buying something with your credit card, ask 

yourself: “Can I pay this off before the next payment is due?” If you can’t, it might be 

a better idea to save for it instead of borrowing. 

Always Pay on Time 

One of the easiest ways to wreck your credit is by missing payments. Late 

payments can harm your credit score and cost you extra fees. Even just one missed 

payment can leave a mark. 

Pro tip: Set up automatic payments for your bills or credit card so you never 

forget. It’ll keep you on track and help avoid late fees. 

Keep Your Usage Low 

A good rule of thumb is to use less than 30% of your credit limit. For example, if 

your credit card limit is €1,000, aim to spend no more than €300. This shows lenders 

that you’re in control of your spending and not relying too heavily on credit. 

Why does it matter? The more of your limit you use, the higher the risk looks to 

lenders, and it can hurt your credit score. Keeping it low also means you’ll have more 

available credit in case of emergencies. 

What does it mean to “use less than 30% of your credit limit”? 

Your credit limit is the maximum amount you can borrow on a credit card or line of 

credit. If your credit card has a €1,000 limit, using less than €300 means you are 
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using less than 30% of that limit. This shows that you’re borrowing responsibly, 

without maxing out your credit. It’s a signal to lenders that you’re in control of your 

debt, which helps improve your credit score and makes you appear more 

trustworthy when applying for loans or credit cards in the future. 

Check Your Statements 

It might sound like a small thing, but regularly reviewing your credit card 

statements can save you a lot of trouble. By checking your statements, you can spot 

fraud or mistakes early and avoid being charged for something you didn’t buy. 

Why is it important to check your statements?​

Checking your statements is important for several reasons:​

 

○​ Detect fraud: If someone steals your card details and uses your credit, you can 

catch it early and prevent further charges. 

○​ Avoid mistakes: Sometimes, a store or service might accidentally charge you 

twice, or you could be charged for something you didn’t order. Catching these 

errors early can save you money. 

○​ Know where you stand financially: Checking your statements regularly gives 

you a clear picture of how much you owe and helps you manage your spending. 

How to check your statements? 

Most credit cards offer online access, where you can see your statements and 

balance in real time. If you have paper statements, set a reminder to review them 

every month. 

Think Before You Borrow 
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Not everything you want to buy needs to be put on credit. Ask yourself: Do I really 

need this, or do I just want it right now? Being able to pause and think before 

borrowing will help you avoid impulse purchases that could hurt your finances later. 

For example: Don’t use credit for things like fast food, trendy clothes, or a new 

video game. These are things that lose value fast, and putting them on credit can 

leave you stuck paying for them long after the excitement fades. 

Mistakes That Can Mess Up Your Credit 

While it’s important to know what good habits to build, it’s equally important to 

avoid the mistakes that can mess up your credit. Here's a list of common mistakes 

that can hurt your credit score and cost you more money in the long run: 

Paying Only the Minimum 

When you make only the minimum payment on your credit card, you’ll stay in debt 

longer and pay more in interest. Credit card companies want you to pay the 

minimum, but that doesn’t mean it’s a good idea.​

For example: If you have a balance of €500 on your credit card and only pay the 

minimum (let’s say €15), it could take years to pay off that debt, and you’ll end up 

paying way more in interest. Always try to pay more than the minimum, especially if 

you can afford it. 

Maxing Out Your Credit Cards 

Maxing out your credit cards might seem tempting when you need something, but 

it’s a huge red flag to lenders. It makes you look like you’re relying too much on 

borrowed money, and it can damage your credit score.​

Pro tip: If you’re getting close to your limit, it’s a good time to pay down some of the 

balance before adding more purchases. If you can, try to avoid getting anywhere 

near the maximum amount of credit available. 
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Ignoring Due Dates 

Not paying attention to due dates can lead to late fees, higher interest rates, and a 

damaged credit score. Even missing a payment by just one day can hurt you.​

Pro Tip: Keep track of when your payments are due. If you’re the forgetful type, set 

up alerts on your phone or use a calendar reminder. It’s a small effort that can make 

a huge difference in keeping your credit score healthy. 

Taking Too Many Loans 

Borrowing too much, too often, can make you look desperate to lenders, and it 

lowers your credit score. If you keep applying for loans or credit cards, it shows 

lenders that you might be struggling with your finances. 

What you should do: Be mindful of how many loans or credit cards you apply for. 

Too many in a short period can hurt your credit score and raise red flags to potential 

lenders. 

Using Credit for Non-Essentials 

Using credit for things like clothes, entertainment, or dining out can lead to 

unnecessary debt. The more you borrow for things that don’t have lasting value, the 

harder it becomes to manage your finances. 

Think of it this way: Credit should be used for bigger purchases that add value to 

your life (e.g., a car, an education, or essential items), not for things that will lose 

value quickly.​
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What Happens If You Don’t Repay Credit? 

If you don’t repay credit, there are serious consequences. And these consequences 

can vary depending on where you live. Let’s take a look at how things can go wrong 

in three EU countries: 

●​ United Kingdom: If you don’t repay credit in the UK, late fees will start 

adding up, and your credit score will drop. After a while, the lender may 

take legal action to recover the money, which can involve a court case. In 

extreme cases, if you refuse to repay debts, you could be sent to jail for 

fraud. However, this is rare and usually happens in cases where someone 

is found guilty of deliberately lying or hiding income. 

●​ Germany: In Germany, late payments will also affect your credit score 

and can lead to debt collection procedures. If you continue to avoid 

paying your debts, your case may be passed to a debt collection agency, 

and you could face court action. While jail time for non-payment is 

unlikely, it can damage your financial future severely. 

●​ France: In France, not repaying credit can lead to your debt being sold 

to a collection agency. Over time, your credit score will drop, and you 

might face higher interest rates on any future loans. Similar to the UK 

and Germany, persistent non-repayment could lead to legal action. 

In all countries, the key takeaway is that missing payments is the first step to a 

snowball effect that can lead to much worse consequences, like extra fees, damaged 

credit, or even legal action. Always be sure to communicate with your lender if 

you're having trouble making payments — most lenders will try to work with you 

before things get too serious. 

Bottom Line: Treat Credit Like a Tool, Not a Free Pass 
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Credit isn’t bad — it’s just a tool. If you use it wisely, it can help you build your 

future. But if you treat it like free money or don’t manage it carefully, it can lead to 

serious financial trouble. Use credit to help you reach your goals, not to buy 

things you can’t afford or to make life seem easier in the short term. 

Building good credit habits now, while you’re young, will make a huge difference 

later when you want to get a car, rent an apartment, or even get a job. Start with 

small, smart moves, and you’ll set yourself up for long-term financial success. 

 

9. Stakeholders in the Credit System 

Introduction  

Imagine we’re in a modern-day marketplace, like a bustling shopping district in 

your city. You walk up to a store and decide you want to buy a new laptop. Instead 

of paying the full price right away, you decide to pay in monthly installments. The 

vendor (the lender) agrees to let you make payments over time, but they expect you 

to pay back the full amount, plus a little extra — interest — for the privilege of 

borrowing. 

But here’s the thing: this transaction isn’t just between you and the vendor. Behind 

the scenes, there are several important players who make this whole process work. 

There are institutions that decide whether you’re eligible to borrow, companies 

that keep track of your financial history, and even government regulations to 

ensure that everything is fair and legal. 

Fast-forward to today, and the credit system is a much more complex and bigger 

network. Whether you’re borrowing money for a student loan, using a credit card, 

or buying something on installments, there are many players involved to make the 

transaction possible, safe, and legal. Understanding the roles of these stakeholders 
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— and how your behavior affects them — will help you make better decisions now 

and in the future. 

So, let’s meet the main players in the credit system and see how their roles affect 

your financial journey. 

 

Borrower (That's You!) 

You are the borrower when you take out a loan or use a credit card. Simply put, 

when you borrow money, you are expected to pay it back over time, plus interest. 

How well you manage this borrowing process can have a big impact on your credit 

history and financial future. 

Example:​

Let’s say you buy a laptop with an installment payment plan. If you make your 

payments on time, you’re showing that you are a responsible borrower. This helps 

build your credit history, which will make it easier to get approved for loans or rent 

a place in the future. However, if you make late payments, it could negatively affect 

your credit score, making it harder to borrow money or get favorable terms later 

on. 

Lender 

Lenders are the institutions or companies that provide you with the money when 

you need it. Lenders are usually banks, credit unions, or even online platforms 

like Klarna or PayPal Credit. These institutions provide the funds, but they also 

expect to be repaid with interest. 

Example:​

Your bank may offer you a €1,000 student loan to help with school expenses. They 

give you the money upfront, but in return, you’ll need to pay it back over time with 
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interest. Interest is how the lender makes a profit, and it’s a cost you’ll have to pay 

on top of the original loan amount. 

Lenders assess your creditworthiness (your ability to repay debt) when deciding 

whether to approve you for loans. They may check your credit history, income, and 

employment status to determine if you’re a reliable borrower. 

Credit Bureau 

Credit bureaus are companies that collect and store information about your credit 

history. They track things like how well you’ve paid off debts, how much you owe, 

and whether you’ve missed any payments. Essentially, they are like the report cards 

of your financial behavior. They provide this information to lenders so that the 

lenders can assess whether to approve you for credit. 

Example:​

If you pay your phone bill late, that information may be reported to a credit bureau, 

and it could hurt your credit score. This means that the next time you apply for a 

loan or credit card, lenders may be more likely to deny you, or they may offer you a 

higher interest rate. 

In addition, these credit bureaus also keep track of your credit score — a number 

that lenders use to determine how trustworthy you are as a borrower. The higher 

your score, the more likely you are to get approved for credit and at better rates. 

Central Bank 

The central bank is the government institution responsible for managing a 

country’s monetary system. In the EU, this is the European Central Bank (ECB), 

and in the United States, it's the Federal Reserve. Central banks control things like 

interest rates, which influence how expensive or cheap it is to borrow money. 
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Central banks don’t directly lend money to consumers, but they set the benchmark 

interest rates that influence how much you pay when you borrow money. When the 

central bank raises or lowers these rates, it affects the whole economy, including 

loans, credit cards, mortgages, and even savings accounts. 

Example:​

If the European Central Bank (ECB) raises interest rates, it could make borrowing 

more expensive. So, if you want to take out a car loan or apply for a mortgage, you 

might face higher interest rates. This means your monthly payments could go up, 

making it more expensive for you to borrow money. 

Government 

The government plays a crucial role in the credit system by creating and enforcing 

laws that regulate how credit is given and managed. They make sure that the system 

is fair, transparent, and not predatory (meaning, they protect consumers from 

lenders who might take advantage of them). Government laws are designed to 

prevent things like usurious interest rates (extremely high interest rates) and 

ensure that lenders give people the information they need to make smart borrowing 

decisions. 

Example:​

In many countries, there are laws that prevent lenders from charging excessive 

interest rates, especially to vulnerable groups like young people or those with no 

credit history. For instance, the EU Consumer Credit Directive ensures that loans 

and credit cards are clearly explained to consumers, with all the important terms, 

including interest rates and fees, provided upfront. This helps protect you from 

being misled by unclear or unfair lending practices. 
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How Your Behavior Affects the Credit System 

Now that we’ve met the main stakeholders, it’s important to understand how your 

behavior impacts this entire system. Your actions as a borrower influence how 

others view you in the credit world. Paying your bills on time and using credit 

responsibly will build a positive credit history, which helps you in the future. 

However, irresponsible borrowing (like missing payments or maxing out your 

credit) can hurt your credit score and make it harder to get credit later on. 

Each stakeholder in the credit system plays a role in shaping your borrowing 

journey: 

●​ The lender provides the money but expects repayment with interest. 

●​ The credit bureau tracks your financial behavior and assigns you a credit 

score. 

●​ The central bank sets interest rates that influence how much it costs to 

borrow money. 

●​ The government ensures that credit practices are fair and protect consumers 

from being taken advantage of. 

By understanding the roles of each of these stakeholders, you can make better 

financial decisions and avoid the mistakes that can lead to debt problems in the 

future. Building a positive credit history now will give you more opportunities down 

the road. 

10. The Role of International Credit Reporting Agencies & Central Banks 

 

The Role of International Credit Reporting Agencies 

 

When it comes to borrowing money, one of the most important factors lenders look 

at is your credit history. But who keeps track of your credit? And how do they know 
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how well you handle debt? This is where credit reporting agencies come in. These 

agencies collect, store, and share information about how well you manage your 

credit, and this data helps lenders decide whether to approve your loan or credit 

card application. 

 

What is a credit reporting agency? 

Credit reporting agencies (also known as credit bureaus) are companies that 

collect and store information about your financial behavior. They gather data about 

how you’ve handled credit in the past, like whether you pay your bills on time, how 

much you owe, and if you’ve ever missed payments. This information is used to 

create your credit report, which is shared with lenders to help them decide 

whether to give you a loan. 

The Big Players 

There are three major international credit reporting agencies that collect this data: 

●​ Equifax 

●​ TransUnion 

●​ Experian 

These companies track and maintain your credit report and credit score. Your 

credit score is a number between 300 and 850 that shows how trustworthy you 

are as a borrower. A higher score means you're seen as reliable, while a lower score 

could make it harder for you to borrow money in the future. 

How do credit reporting agencies work?​

Each of these agencies collects data from different sources: 

●​ Banks and credit card companies send them information about your loans 

and credit card accounts. 
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●​ Utility companies (e.g., phone, electricity, gas) report whether you’ve paid 

your bills on time. 

●​ Public records like court judgments, bankruptcies, and tax liens are also 

included in your credit report. 

The agencies then use this data to create your credit report. When a lender wants to 

approve you for a loan, they request your report from one (or more) of these 

agencies to check your credit history. Your credit score is usually based on the 

information in your credit report. 

Why does this matter?​

Your credit history can affect many aspects of your financial life: 

●​ Loan approval: A good credit history makes it easier to get approved for 

loans, while a poor history can result in rejection. 

●​ Interest rates: If you have a bad credit history, lenders might approve you for 

a loan, but they may charge you higher interest rates because they see you as a 

higher risk. 

●​ Renting an apartment: Landlords often check your credit before renting to 

you. A good credit history increases your chances of being accepted. 

Example:​

If you’ve had a student loan and paid it on time, that will appear in your credit 

report, and it will positively affect your credit score. However, if you’ve missed a few 

payments on your credit card, this could lower your score and make it harder to get 

approved for loans in the future. 

So, it’s really important to keep an eye on your credit report and make sure it’s 

accurate. You’re allowed to request a free credit report once a year from each of 

these credit bureaus, so make sure you use that opportunity to check for any 

mistakes or signs of fraud. 
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Central Banks: The Heartbeat of a Country's Economy 

You’ve probably heard of central banks before, but do you really know what they do 

and why they’re important? Central banks are the financial institutions that manage 

a country’s money and monetary policy. In simple terms, they control how much 

money is in the economy, set interest rates, and help keep the financial system 

stable. 

Where are central banks located, and who manages them? 

Every country (or group of countries) has its own central bank. In the European 

Union, it’s the European Central Bank (ECB), in the United States, it’s the Federal 

Reserve, and in the UK, it’s the Bank of England. These banks are usually managed 

by appointed officials who oversee the country’s economic health. 

What do central banks do? 

Set interest rates 

One of the central bank’s most important jobs is setting interest rates. They decide 

how much banks should charge each other to borrow money. This decision affects 

the entire economy, including how much you pay on loans and credit cards. 

○​ When the central bank lowers interest rates, it’s cheaper to borrow money, 

which encourages people to spend and invest. 

○​ When the central bank raises interest rates, borrowing becomes more 

expensive, which slows down spending and helps control inflation. 

Control inflation 

Inflation is when prices go up over time — things like food, rent, and services 

become more expensive. Central banks manage inflation by adjusting interest rates 

and controlling the supply of money in the economy. If inflation gets too high, they 
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raise interest rates to make borrowing more expensive, which slows down spending 

and helps reduce inflation. 

Regulate the banking system 

Central banks also ensure that other banks follow rules to keep the financial system 

safe. They make sure banks have enough money in reserve to handle any financial 

emergencies, like people trying to withdraw more money than the bank has on hand. 

Why does this matter to you?​

 The decisions made by central banks affect your everyday life: 

●​ If the ECB raises interest rates, it might mean higher interest rates on loans 

and mortgages for you, which could increase your monthly payments. 

●​ If central banks lower interest rates, you might pay less on things like credit 

cards, personal loans, or student loans. 

Analyzing the Effect of Central Bank Rate Changes on Mortgage Payments 

Historical Example: The 2008 Financial Crisis in the EU 

Let’s take a look at how changes in central bank rates can affect mortgages, using a 

real-world example from the 2008 financial crisis in the EU. 

During the crisis, the European Central Bank (ECB) raised interest rates to combat 

inflation. As a result, banks across the EU started increasing their lending rates. 

People who had variable-rate mortgages saw their monthly payments rise 

significantly. For example, a family in Spain with a €200,000 mortgage found that 

their monthly payment increased by over €100 when the ECB hiked rates by just a 

few percentage points. This led to a wave of delinquent payments and foreclosures, 

especially for people who hadn’t budgeted for the possibility of rate increases. 
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Lesson​

Changes in central bank rates can affect your mortgage payments, especially if you 

have a variable-rate loan. It's important to understand how central bank policies can 

impact your payments and to be prepared for changes in the future. 

Solution​

If you’re taking out a variable-rate mortgage, make sure you can handle interest rate 

hikes before committing. Consider locking in a fixed-rate loan if you’re not 

comfortable with the uncertainty of future increases. 

Connecting the Dots: How Credit Reporting Agencies and Central Banks Affect 

You 

Both credit reporting agencies and central banks play a huge role in your 

financial life. Credit bureaus help lenders assess your ability to repay loans, while 

central banks control the larger economic environment that affects how much it 

costs for you to borrow money. Together, they create a system that keeps the 

economy running smoothly and helps lenders make smart decisions about who they 

lend money to. 

Here’s how they work together: 

●​ Credit reporting agencies keep track of how you manage credit, while 

central banks influence the broader economic conditions that affect the 

interest rates you’ll pay on that credit. 

●​ When central banks adjust interest rates, this affects your monthly 

payments on things like loans and credit cards. If you have a low credit score, 

the higher interest rates could make borrowing more expensive for you. 

So, understanding how both credit reporting agencies and central banks work is 

essential to making informed financial decisions. Paying attention to your credit 
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score and managing your borrowing habits can help you navigate the effects of 

changing interest rates, whether they go up or down. 

11. Illustrative Case Studies 

Sometimes, the best way to learn is through real stories. These case studies show 

how people have used credit, for better or worse. Each story includes a lesson, as 

well as solutions you can take with you to make smarter financial decisions in your 

own life. 

1.Buy Now, Pay Later – The Phone That Cost More 

Lea, 17, was browsing online when she found the perfect phone — a brand new 

smartphone for €800. Unfortunately, it was more than she could afford at the 

moment, but the website offered an attractive "Buy Now, Pay Later" (BNPL) plan: 

four easy payments of €200, with no interest. It sounded like a dream come true. 

She’d just pay a little each month, and before she knew it, the phone would be paid 

off. 

The first payment of €200 went smoothly, but as school exams took over her 

schedule, Lea completely forgot to make the second payment. A week later, she 

checked her email and saw a €25 late fee added to her account, along with a 

notification that the missed payment had been reported to a credit bureau. 

Lea didn’t realize how much of a big deal this would be. Not only did she owe the 

€25 fee, but now her credit score was at risk. This could make it harder for her to get 

a student loan or even a simple credit card in the future. 

Lesson:​

BNPL plans seem convenient, but missing a payment can lead to late fees and 

damage your credit score, which can affect your financial future. Even as a young 

person, your credit score matters. 
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Solution:​

Lea could have avoided this by setting up a payment reminder on her phone or using 

an automatic payment feature offered by the website. Additionally, if she found 

herself in a tough situation where she couldn’t make a payment, she could’ve 

contacted the lender and arranged a payment extension. It’s always better to 

communicate and find a solution before missing a payment. 

2. Simple vs. Compound Interest – A Costly Confusion 

Alex, 19, had big dreams of completing a professional course to boost his career. He 

borrowed €1,000 from a family friend who offered him two options: 

●​ 5% simple interest over 10 years 

●​ 5% compound interest over the same period 

Alex didn’t understand the difference between simple and compound interest, but 

he chose compound interest, thinking it sounded like a good deal. Here’s what he 

didn’t realize: 

●​ Simple Interest would have cost him €500 in interest over the 10 years. 

●​ Compound Interest, on the other hand, would end up costing him €629 in 

interest. 

That’s an extra €129 just because he chose compound interest without 

understanding its impact. Compound interest adds interest on top of interest, which 

means the debt grows faster over time. 

Lesson:​

Compound interest can cost you more over time because it accumulates on both the 

original amount and the interest that has already been added. Always ask how the 

interest will be calculated before agreeing to any loan. 
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Solution:​

Alex could have avoided this by asking the lender or looking up the difference 

between simple and compound interest before choosing the loan. When borrowing 

money, it’s crucial to understand the terms, and in this case, opting for simple 

interest would have saved him €129. 

3. Buying a Home – What You Really Pay 

Jana, 24, had recently landed her first full-time job and decided it was time to buy 

her first home. She found a small flat priced at €200,000. Jana was excited to apply 

for a mortgage and found a 20-year fixed-rate loan with a 3% interest rate. Her 

monthly payments came to about €1,110, which she felt was manageable. 

After 20 years, however, Jana discovered that she’d actually paid much more than 

the flat was worth. Over the life of the loan, she ended up paying around €266,000 — 

that’s €66,000 in interest alone. 

At first, it didn’t seem like much — €1,110 per month wasn’t a huge stretch. But 

when you add up the interest, she was paying far more than the initial asking price 

of the property. 

Lesson:​

Mortgages make homeownership possible, but they also come with a massive total 

cost over time. Jana was paying far more than just the sticker price of the house. You 

need to plan for the total cost of the loan, not just the monthly payment. 

Solution:​

Jana could have saved money by shopping around for a better interest rate, or by 

paying extra each month to reduce the principal faster. If she had extra money at the 

end of the year, paying more than the minimum monthly payment would have 

helped her reduce the total interest cost. 
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4. When Interest Rates Change 

Mark, 22, decided to buy a used car and took out a 5-year personal loan for €10,000 

with a 2% variable interest rate. His monthly payments started at about €200, which 

fit comfortably into his budget. However, after a year, the central bank raised interest 

rates. This change led to an increase in Mark’s loan rate, jumping from 2% to 4%, 

causing his monthly payment to rise from €200 to €240. 

Mark hadn’t prepared for this sudden increase, and now he found himself struggling 

to adjust his budget. He was surprised by how quickly the rate change impacted his 

payments. 

Lesson:​

Variable interest rates can increase without warning, making it hard to budget. If 

you’re unsure about your ability to handle possible rate hikes, you might be better 

off choosing a fixed-rate loan. 

Solution:​

Mark should have carefully reviewed the loan agreement and understood that 

variable rates could change. To protect himself from unexpected increases, he could 

have chosen a fixed-rate loan. If he was stuck with a variable rate, he could have 

refinanced the loan after a year, or put aside extra money in case his payments 

increased. 

5. Country Differences – Germany vs. Spain 

Lisa, in Germany, and Carlos, in Spain, both decided to buy their first homes. They 

each took out a €150,000 mortgage for 25 years. 

●​ Lisa got a 2% fixed interest rate.​

Carlos received a 3.5% fixed interest rate because of higher interest rates in 

Spain at that time. 
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Though they both borrowed the same amount for the same term, their total 

payments differed significantly: 

●​ Lisa would pay around €190,000 in total. 

●​ Carlos would end up paying around €225,000 — that’s €35,000 more, just 

because of the difference in interest rates. 

Lesson:​

Interest rates vary by country, and even small differences can have a huge impact on 

how much you pay in the long run. Factors like economic conditions and 

government policies can affect the rates in your country. 

Solution:​

Lisa and Carlos could have compared rates across different banks and countries (if 

possible) to find a better deal. Lisa’s lower rate saved her thousands, so it’s 

important to shop around for the best rates and keep an eye on economic conditions 

in your country. 

6. Choosing the Right Loan Type for Small Business Expansion 

Anna, 21, has been running a small online store selling custom T-shirts for about a 

year. Her business is growing—she’s getting more orders and even starting to 

receive interest from local retailers who want to carry her designs. Anna has a great 

product and a growing customer base, but she knows that to expand her business, 

she needs more capital to cover things like inventory, a new website, and possibly 

hiring employees. 

Anna doesn’t have enough savings to fund her business growth, so she decides to 

explore taking out a loan. However, she’s unsure of what kind of loan would be best 

for her. 
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Option 1: Business Credit Card​

 Anna considers using a business credit card to cover her business expenses. A 

credit card is a quick way to access funds, and many cards offer cashback or 

rewards on purchases. The interest rate on a credit card might seem lower than a 

traditional loan, and she could pay off her balance over time as she generates more 

sales. 

But Anna quickly realizes that credit cards are high-risk for long-term financing. 

The interest rates are usually much higher than other types of loans, and if she 

doesn’t pay off her balance quickly, the interest could add up fast and eat into her 

profits. 

Option 2: Small Business Loan​

 Next, Anna looks into a small business loan from her local bank. She would receive 

a lump sum of money upfront and pay it back over several years, usually with fixed 

monthly payments. The interest rate is lower than a credit card, and the loan terms 

are more predictable. 

However, Anna would need to present her business plan, financial statements, 

and demonstrate that her business is making enough money to repay the loan. If her 

business isn’t quite profitable yet or doesn’t have a strong track record, the bank 

may be hesitant to lend to her. 

Option 3: Peer-to-Peer Lending​

Anna then considers peer-to-peer lending—a form of borrowing where people 

(not banks) lend you money directly. These platforms, like Funding Circle or 

LendingClub, let small business owners borrow funds from individual investors. 

The interest rates on peer-to-peer loans can be lower than credit cards, and the 

process is often quicker than going through a traditional bank. 
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However, the amount she can borrow depends on how trusted her business is. 

Investors may want to see Anna’s business plan and projections, and the loans might 

not be as predictable in terms of monthly payments. 

Option 4: Crowdfunding​

Another option Anna looks into is crowdfunding. Websites like Kickstarter or 

Indiegogo allow entrepreneurs to raise funds by offering their products or services 

to the public. The cool part about crowdfunding is that Anna doesn’t have to pay the 

money back—she just needs to deliver her product to her backers. 

However, it can take time to build a crowd of supporters, and there’s no guarantee 

that people will be interested enough to contribute to her campaign. Plus, 

crowdfunding often works best for innovative products or creative ventures, which 

might not be as suitable for a T-shirt business. 

Lesson:​

There are many ways to finance a business, and choosing the right loan depends on 

what you need and your business’s financial situation. If you’re in a similar 

position to Anna, think about the following: 

●​ Business Credit Card: Use it for short-term purchases or emergencies, 

but avoid relying on it for long-term financing due to high interest rates. 

●​ Small Business Loan: Ideal if you need a lump sum of money and have a 

solid business plan. But be prepared for rigorous application 

processes and a commitment to paying it back over time. 

●​ Peer-to-Peer Lending: A good option if you need quick capital and don’t 

mind a less traditional route, but check the interest rates and be 

prepared to explain your business. 

●​ Crowdfunding: Perfect if you have a product that can excite the public. 

However, it’s not guaranteed, and the work to get backers can be a lot. 
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Solution:​

After researching her options, Anna decides that a small business loan from a bank 

is the best fit for her. She prepares a business plan outlining her financials, goals, 

and expected growth. She is able to show the bank that her business is growing, and 

with her recent expansion into new retail stores, she convinces them to approve 

her for a loan with a reasonable interest rate. 

With the loan, Anna buys more inventory, upgrades her website, and hires an 

assistant to help with the increased orders. Over time, her business continues to 

grow, and she’s able to pay off the loan quickly, allowing her to reinvest the profits 

into new product lines. 

When thinking about expanding your business, it’s essential to research all your 

financing options. Whether it’s a business credit card, a small business loan, 

peer-to-peer lending, or crowdfunding, you need to choose the option that makes 

the most sense for your business goals and current financial situation. Make sure 

to plan ahead and ensure that you can handle the repayments before committing 

to any loan. 

12. Useful Resources 

When it comes to money and credit, knowledge is power. The more you learn, the 

better decisions you can make when it comes to borrowing, saving, and managing 

your finances. This chapter provides you with a list of valuable resources to help you 

stay informed, boost your financial literacy, and make smarter choices. 

1. European Central Bank (ECB) 

The European Central Bank (ECB) plays a key role in shaping the economy of the 

Eurozone by controlling interest rates, managing inflation, and overseeing the 

stability of the financial system. If you want to learn about how interest rates are 

Co-funded by the European Union. Views and opinions expressed are however those of the author(s) only and do not 
necessarily reflect those of the European Union or the European Education and Culture Executive Agency (EACEA). Neither 
the European Union nor EACEA can be held responsible for them. 

161 



​  
 
 
 
​  
set and how they affect loans and savings across Europe, the ECB’s website is a great 

place to start. 

What you’ll find: 

○​ Information on how the ECB sets policy rates that influence 

borrowing costs for businesses and consumers. 

○​ Reports on the economic outlook for the Eurozone and how changes 

in interest rates affect inflation and growth. 

○​ Educational resources about monetary policy and its impact on the 

economy.​

 

2. National Credit Bureaus 

Credit bureaus, also known as credit reporting agencies, track your credit history 

and generate your credit report. This report is crucial when you apply for loans, 

credit cards, or even a rental apartment. Checking your credit report regularly 

helps you monitor your credit health and correct any mistakes before they impact 

your future. 

What you’ll find: 

○​ Your credit report, including details about any loans or credit cards, 

payment history, and any missed payments. 

○​ Your credit score, which lenders use to assess your trustworthiness 

as a borrower. 

○​ Ways to dispute any errors on your credit report or improve your 

credit score. 

3. Your Local Bank’s Website 

Banks are one of the most common places to access credit products like credit 

cards, personal loans, mortgages, and more. Each bank has different requirements, 
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interest rates, and terms for these products. By visiting your local bank’s website, 

you can get detailed information about what’s available, how to apply, and what the 

fine print looks like. 

What you’ll find: 

○​ Information on various credit products (credit cards, loans, savings 

accounts, etc.). 

○​ An easy way to compare rates and terms for different loans. 

○​ Application processes, including how to qualify for different 

products and any fees or penalties to watch out for. 

4. MyMoney.gov 

Although this website is U.S.-based, it offers a wealth of information that is useful no 

matter where you live. MyMoney.gov provides guides, tools, and resources to help 

you better understand important financial topics like credit, loans, and budgeting. 

What you’ll find: 

○​ Simple guides on credit, explaining how loans work and how to avoid 

debt. 

○​ Budgeting tips and tools for managing your money and saving for 

future goals. 

○​ Advice for young people just starting to build their credit, including 

how to use credit responsibly and avoid common mistakes. 

5. OECD PISA Financial Literacy 

The OECD (Organisation for Economic Co-operation and Development) is an 

international body that works to improve social and economic well-being around the 

world. Its PISA (Programme for International Student Assessment) tests students on 

a variety of topics, including financial literacy. The OECD PISA Financial Literacy 
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tests measure how well students can understand and apply financial concepts in real 

life. 

What you’ll find: 

○​ Financial literacy assessments designed to test your knowledge of 

everyday financial concepts like budgeting, saving, and borrowing.​

Data on how young people in different countries perform in financial 

literacy, giving you insight into global financial education. 

○​ Guides that help students improve their financial literacy skills. 

MULTIPLE CHOICE TEST 

Choose the correct answer for each question. (Only one answer per question is 

correct) 

1.​ What does a credit score represent?​

 A. Your income level​

 B. Your borrowing history and creditworthiness​

 C. Your job stability​

 D. Your bank balance​

 

2.​ What is a common use of a mortgage?​

 A. Buying a phone​

 B. Paying for groceries​

 C. Buying a house​

 D. Starting a business​

 

3.​ What is the main disadvantage of a variable interest rate?​

 A. Lower initial payments​

 B. Fluctuating repayment amounts​

 C. Fixed payments​
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 D. No need to apply​

 

4.​ Which of the following is NOT a type of credit?​

 A. Credit card​

 B. Student loan​

 C. Savings account​

 D. Mortgage​

 

5.​ Who sets the base interest rate in a country?​

 A. Credit Bureaus​

 B. Local Banks​

 C. Central Bank​

 D. The President​

 

6.​ What is compound interest?​

 A. Interest only on the initial amount​

 B. Interest on both principal and accumulated interest​

 C. A type of loan​

 D. Monthly fixed interest​

 

7.​ What happens if you miss a BNPL payment?​

 A. Your balance is reduced​

 B. You earn bonus points​

 C. You may face penalties and credit damage​

 D. Your interest decreases​

 

8.​ Why should you care about the time value of money?​

 A. It's only relevant to businesses​

 B. Future money is worth more​
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 C. Present money is more valuable than future money​

 D. Money does not change in value​

 

9.​ Which stakeholder reports your borrowing behavior?​

 A. Your employer​

 B. Credit bureau​

 C. The government​

 D. Bank customer service​

 

10.​What does responsible credit use include?​

 A. Using all your credit limit​

 B. Ignoring interest rates​

 C. Paying late fees​

 D. Paying on time and borrowing within your mean 
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VI Financial Scams, Fraud Prevention and Digital Finance 

Introduction 

Digital finance may seem complicated and technologically advanced — how do you 

avoid getting lost in a flood of apps, alerts, and passwords? Don’t worry. With this 

guide, you’ll find a light at the end of the tunnel. Even more: you’ll gain expertise in 

handling your digital money safely, so you can focus on enjoying life rather than 

worrying about hackers. 

Every tap on your phone, every click on a payment link, sends ripples through your 

finances. One wrong move could cost you time, money, or peace of mind. But that’s 

exactly why understanding the basics — and the tricks — will put you ahead. Ready? 

Let’s dive in. 

Learning Objectives​

By the end of this module, learners will be able to: 

1.​ Explain why scams are so effective online and whom scammers most often 

target. 

2.​ Describe the major types of digital finance tools—and their associated risks. 

3.​ Identify at least five common scam formats (e.g. phishing, Ponzi, romance, 

subscription traps). 

4.​ Analyze the psychological tactics (fear, greed, social proof, trust) used by 

fraudsters. 

5.​ Detect warning signs in real-world messages, emails, and links before 

clicking. 

6.​ Demonstrate core safety habits: creating strong passwords, enabling 2FA, 

setting alerts, and safely managing free trials. 

7.​ Select and use at least two technical tools (e.g. an anti-phishing extension, a 

password manager) to bolster personal security. 
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8.​ Outline the steps to take—and the organizations to contact—if they suspect 

or experience fraud.​

 

1. Why Scams Happen 

Imagine you're hanging out with friends, scrolling your phone, and a message pops 

up: "Urgent — your account has been locked! Click here to fix it." You feel your heart 

skip. You click. It looks legit... until the money vanishes. That’s how fast scams can 

work. 

Scams aren't just something that happens to "older people" or "other people." In fact, 

if you're between 15 and 24, you're more likely to be targeted than almost any other 

group. Why? Because scammers know you're digital-first, active on apps, testing out 

financial freedom, and often still learning how the system works. That combination 

makes you both powerful — and sometimes vulnerable. 

So why do scams work? Let’s break it down with some real-life stories and explore 

what makes even the smartest people fall for them.​

 

2.1 The Scam That Fooled the World: The Bernard Madoff Story 

Let’s start big. Bernard Madoff didn’t trick one person or ten. He fooled thousands. 

Investors, charities, celebrities — even entire banks. His secret? He promised 

consistent profits, no matter what. That felt safe and easy. 

But here’s the truth: Madoff wasn’t actually investing. He used money from new 

investors to pay old ones. It’s called a "Ponzi scheme." And it collapsed in 2008, 

leaving people broke, angry, and stunned. 

Lesson: Even fancy suits and official-looking statements don’t prove something’s 

real. If returns seem too steady or too good, it’s time to ask questions. 
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2.2 The Company That Lied to Everyone: Enron 

You might not remember Enron — it crashed before you were born. But it matters. 

Enron was a huge energy company that faked its profits using clever accounting 

tricks. The company looked amazing on paper. In reality, it was drowning in debt. 

When the truth came out, it led to one of the biggest bankruptcies in history. 

Thousands lost their jobs, savings, and pensions. 

Lesson: Big brands can lie. Always look at how a company actually makes money — 

and whether someone independent has verified it. 

 

2.3 Scammers with a Smile: The Fake Charity Trap 

Right after a big natural disaster, emotions run high. People want to help. That’s 

when fake charities show up. 

These scams might use real photos, made-up names, and pressure tactics like 

“Donate now — lives depend on it!” They set up websites, use stolen logos, and even 

send official-looking emails. But when you donate, the money goes straight to a 

scammer’s pocket. 

Lesson: Always check if a charity is real. Use official charity registers or review 

websites before you give — even if it’s just a few euros. 
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2.4 The OG Internet Scam: Nigerian Prince Emails 

This one’s almost a meme. You get an email from a "prince" who needs help moving 

money out of his country. If you help, he’ll reward you with a fortune. 

Believe it or not, these scams still work. Not because people are silly — but because 

scammers use emotional language. They say things like, “I’ve chosen you because I 

trust you.” That feels good. 

Lesson: If someone promises easy money for doing nothing — or needs you to “pay 

a small fee first” — it’s 100% a scam. 

 

2.5 The New Wave: Romance Scams & Crypto Hype 

Romance scams: Imagine meeting someone on a dating app who seems perfect. 

They’re supportive, kind, and… suddenly in trouble. They ask for a little money. Just 

this once. You care about them, so you help. Then they ask again. Then they vanish. 

Crypto scams: An influencer says they’ve got a hot tip on a new coin. They show 

screenshots of massive earnings. You’re invited to join early. You invest. Then the 

price crashes — because it was a setup. The scammers hyped it up, then sold their 

own coins while you bought in. 

Lesson: Whether it’s love or money, if someone you just met online wants cash or 

crypto, be cautious. Real relationships — and real investments — don’t rush you into 

risky decisions. 

 

So... Why You? 

Co-funded by the European Union. Views and opinions expressed are however those of the author(s) only and do not 
necessarily reflect those of the European Union or the European Education and Culture Executive Agency (EACEA). Neither 
the European Union nor EACEA can be held responsible for them. 

170 



​  
 
 
 
​  
Because you're smart, connected, and curious. But also, you're learning. You’re new 

to credit cards, investing, or budgeting. That’s not a weakness — it’s just where you 

are right now. Scammers love that space. They know you might not ask for help, or 

might feel embarrassed if you’re unsure. 

Here’s the deal: asking questions is smart. Trusting your gut is smart. And reading 

this guide? That’s one of the smartest moves you can make. 

Now let’s learn how to protect yourself — so you never become someone else’s 

story. 

 

3. Exploring Digital Finance: Light at the End of the Tunnel 

Imagine this: You're out with friends. Someone covers the pizza. You say, "I'll send 

you my share." You don’t pull out cash or write an IOU — you just tap an app. The 

payment's done in seconds. Easy, right? 

Welcome to the world of digital finance — a place where money moves as fast as 

your Wi-Fi signal. It’s not just about flashy apps and slick designs; it’s about control, 

speed, and convenience. But here’s the deal: if you don’t understand how it works, 

it’s also easy to make costly mistakes. Think of digital finance like a high-speed train. 

It can take you far, fast — but you need to know which tracks to follow, and which 

ones to avoid. 

Mobile Wallets & P2P Apps: When Pizza Meets Tech 

Scene-setting:​

You and your friends just finished a café hangout. You all chipped in on food, and 

someone paid the full bill. Now it’s time to split it. No one wants to fumble for cash. 

So you pull out your phone, open an app like Revolut, Venmo, or Twisto, and send 

your part instantly. 
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What’s really happening?​

The moment you hit “Send,” your mobile wallet connects to your bank, verifies your 

identity, sends a signal to your friend’s app, and updates your balances on both ends 

— all in seconds. 

Why it’s awesome: 

●​ Fast and convenient 

●​ No cash required 

●​ Useful for splitting bills, repaying loans, or even buying second-hand items 

safely 

But here’s the caution:​

That speed makes it easy to forget you're dealing with real money. 

●​ If you use weak passwords or the same password on multiple apps, hackers 

can slip in. 

●​ If your phone isn’t locked, anyone who picks it up can send payments. 

●​ If you send money to the wrong contact, it’s often gone for good. 

Think about it: Mobile wallets are like digital pockets. Would you leave your 

physical wallet lying around, unlocked? 

Online Banking Platforms: Your Account in Your Pocket 

Scene-setting:​

You just paid rent. You want to double-check if it went through. You log into your 

bank’s app on your phone or visit their website. Within seconds, you see the 

transaction. No lines, no waiting, no stress. 

Why it’s powerful: 
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●​ You can transfer funds, check balances, or even apply for financial 

products — anywhere, anytime. 

●​ Many apps offer features like spending breakdowns, real-time alerts, 

or even AI budget tips. 

But here’s the catch:​

Just like with mobile wallets, convenience can breed carelessness. 

●​ Phishing scams often mimic real bank sites or emails. One wrong click, and 

you might be handing over your login info to a scammer. 

●​ Public Wi-Fi (like in cafes or malls) can be unsafe for banking. Cybercriminals 

can intercept your data if you’re not using a secure connection. 

Story flash:​

Emma received an email saying her bank account was suspended. In a panic, she 

clicked the link and entered her login details. But it was a fake site. Her account got 

emptied before she noticed. 

Bottom line: Trust your app, not random links. And always double-check web 

addresses. 

Buy Now, Pay Later (BNPL): The Sneaky Spending Trap 

Scene-setting:​

You spot your dream sneakers online. They’re €100, but you don’t have all that now. 

No problem — BNPL services like Klarna or PayPo let you split the payment into 

four €25 instalments. You check out, pay the first €25, and strut away feeling like a 

financial genius. 

Why it feels like magic: 

●​ No interest (if you pay on time 

●​ Fast approval, no credit card required 
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●​ Available for fashion, electronics, even travel 

But let’s talk consequences: 

●​ If you miss even one payment, late fees start stacking up. 

●​ Some BNPL services report to credit bureaus — meaning if you mess up, 

your credit score can take a hit. 

●​ Easy instalments can make you spend more than you actually have. It’s 

money now, responsibility later. 

Real-world case:​

Jordan had five different BNPL purchases going at once. He missed two payments 

while traveling. When he checked his account weeks later, he owed nearly €180 in 

fees on top of his original purchases. 

Pro tip: Use BNPL for essentials — not impulses. And set reminders for due dates. 

Cryptocurrencies & Exchanges: Wild West of the Web 

Scene-setting:​

You’re scrolling social media and someone shares a story: “Invested €100 in this new 

coin, now it’s worth €10,000!” You click the link, download a crypto app, and start 

watching charts bounce like a roller coaster. You’re hyped. 

Why it’s exciting: 

●​ Anyone can invest, even with small amounts 

●​ No banks, no borders, open 24/7 

●​ Feels cutting-edge, especially with NFTs and the metaverse 

But here’s the reality check: 

●​ Crypto is super volatile — prices can crash in minutes. 
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●​ Transactions are irreversible. Send coins to the wrong wallet? They’re gone. 

●​ Many crypto “projects” are scams in disguise — built to pump up hype, then 

disappear (aka "rug pulls"). 

Story spotlight:​

Lea followed a TikTok influencer into a new coin that promised “guaranteed gains.” 

She transferred €200 worth of crypto. The next day, the project vanished — and so 

did the coin. No refund. No trace. 

Important to know:​

Crypto isn’t all bad — but it’s not regulated like traditional banking. That means no 

safety net, no insurance, and no customer support if things go wrong. 

If you're curious about crypto: 

●​ Never invest money you can’t afford to lose. 

●​ Research coins thoroughly. 

●​ Use well-known platforms and activate all security settings. 

So, How Do You Stay on Track? 

Think of your digital financial life like a playlist: it works best when you’re in control. 

●​ Be curious but cautious. 

●​ Use secure passwords and privacy settings. 

●​ Keep learning — ask questions before clicking “accept” or “send.” 

●​ And when something feels sketchy, pause. Your instinct is one of your best 

tools. 

Digital finance doesn’t have to be scary. It can empower you — helping you budget, 

save, invest, and build the future you want. But just like in gaming or sports, you 

need to learn the rules before jumping in. 
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Ready to level up? Let’s see what scams are out there and how you can dodge them. 

 

4. Scams You Might See: Dramatic Stories & Life Lessons 

Scams are like actors in a long-running drama series. Each one plays a different role 

— some sweet, some scary, all convincing. But they all have the same goal: to trick 

you into giving up your money, your data, or your trust. 

They don’t come at you like movie villains with obvious bad vibes. They show up 

looking like helpful emails, romantic messages, urgent alerts, or too-good-to-be-true 

offers. They act fast, they use your emotions, and they count on one thing: that you’ll 

react before you think. 

In this chapter, we’re going to introduce you to some of the most common scams out 

there. Not just with definitions — but with real-life inspired stories that show how 

these scams actually work, and what they can cost you. And most importantly — 

how you can dodge them. 

 

4.1 The Phishing Impostor 

Story: 

Lena had just come home from school when she saw an email on her phone. “Your 

Revolut account has been frozen due to suspicious activity. Please log in to verify.” 

The logo looked right. The colors looked right. Even the urgency felt real. 

She clicked the link and was taken to a site that looked identical to the real Revolut 

login page. She entered her email and password — twice, because it said “error.” 

Co-funded by the European Union. Views and opinions expressed are however those of the author(s) only and do not 
necessarily reflect those of the European Union or the European Education and Culture Executive Agency (EACEA). Neither 
the European Union nor EACEA can be held responsible for them. 

176 



​  
 
 
 
​  
Thirty minutes later, she got a notification: “€840 transferred to a foreign account.” 

Her stomach dropped. 

What happened? 

Lena had been “phished.” That’s when a scammer sends a fake message or email, 

pretending to be someone you trust — like a bank or app. They build a look-alike 

website to steal your login info. 

Lesson: 

Always pause before clicking links in messages. If you get a suspicious alert, open 

the official app or type the website address yourself. Even one wrong letter in a URL 

(like revolutt.com) means you’re in dangerous territory. 

 

4.2 The Crypto Gold Rush 

Story: 

Alex was already into crypto, but still new. On TikTok, he came across a flashy video 

with charts, dollar signs, and a confident influencer promising “100x gains” in a new 

coin called MoonRiseX. The link led to a Telegram group. The members hyped it 

constantly — screenshots of “wins,” emojis, pressure to act fast. 

Alex invested €100. The price rose for two days. Then the group went silent. The 

website disappeared. The coin dropped to zero. It was a “pump-and-dump” scheme 

— where insiders hype up a coin, wait for outsiders to buy in, then sell off and 

vanish. 

What happened? 
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He got caught in a scam that uses FOMO (Fear of Missing Out). These groups make 

it seem like everyone is getting rich but you. 

Lesson: 

If someone is promising fast money in crypto, especially through private chats, 

influencer posts, or flashy screenshots, be extremely cautious. If a community 

charges you to join or demands your wallet info — run. 

 

4.3 The Sneaky Subscription 

Story: 

Maya was in a good mood — she’d just found a streaming service offering a free 

trial. She signed up in two clicks. The service was okay, but she forgot about it. 

Six weeks later, she checked her bank balance and noticed several €50 charges. The 

free trial had ended, and she was now being billed monthly. The terms were buried 

in fine print, and canceling was harder than expected. By the time she stopped it, 

she’d lost €300. 

What happened? 

Maya fell into a subscription trap. These traps often start with a “free trial” and 

switch to paid automatically. They count on you forgetting or missing the deadline. 

Lesson: 

Always set a calendar reminder or phone alert when you start a free trial — at least 

2–3 days before the deadline. And check reviews before you subscribe. If canceling is 

hidden or complicated, that’s a red flag. 
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4.4 The Emergency Loan 

Story: 

Sarah met Chris on a dating app. They texted for two weeks — he was funny, 

supportive, and seemed genuinely interested in her life. Then came the twist: he said 

he was stranded abroad, wallet stolen, and needed a €150 Amazon gift card to pay 

his hotel. 

She sent it, trusting it would be temporary. Then came another request. And another. 

Finally, when she asked to video call, he stopped replying. 

What happened? 

Sarah was the victim of a romance scam — a con where someone pretends to build 

a relationship, then uses trust to ask for money. 

Lesson: 

If someone you’ve never met in real life asks for money — even once — it’s a serious 

warning sign. Real love doesn’t come with a price tag. 

 

4.5 The Official Pretender 

Story: 

Jenna received a call from someone claiming to be from a government scholarship 

office. “We noticed an issue with your ID number. If we can’t confirm your details 

now, your award will be canceled.” 
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Panicked, she shared her full name, address, and partial ID number. Later, she called 

the real scholarship hotline — only to find out they never make calls like that. She 

had handed over personal info to a scammer. 

What happened? 

This was a government impersonation scam. Scammers pretend to be from 

official institutions — tax offices, embassies, schools, even the police — to pressure 

you into acting fast. 

Lesson: 

If someone claims to be from a serious institution and threatens you or pressures 

you to act quickly, step back. Take their name, hang up, and call the official number 

from the real website — not the one they give you. 

 

Other Scams to Know 

●​ Gaming Scams: Fake giveaways, links for “free skins,” or password reset 

requests from unknown accounts.  

●​ Lottery Scams: You “win” a prize you never entered, but have to pay a fee or 

tax to claim it. 

●​ Social Media Clones: A friend messages you from a new account — but it’s 

actually a scammer who copied their photos and is trying to get you to send 

money or click a link. 

These scams might all sound different — but they have something in common: they 

make you feel something strong — fear, excitement, trust, urgency — and use that 

emotion to get past your logic. 

So next time something feels “off,” take a breath. Don’t rush. Ask yourself: 

Co-funded by the European Union. Views and opinions expressed are however those of the author(s) only and do not 
necessarily reflect those of the European Union or the European Education and Culture Executive Agency (EACEA). Neither 
the European Union nor EACEA can be held responsible for them. 

180 



​  
 
 
 
​  

●​ Does this make sense? 

●​ Do I know this person or organization? 

●​ Would I do this if I weren’t feeling pressured? 

Trust your gut, slow down, and double-check everything. It might save you hundreds 

— or even thousands — of euros and a whole lot of stress. 

 

5. How Scammers Hook You: Inside Their Minds 

Scammers aren’t just sitting around sending random messages, hoping something 

sticks. Nope. They’ve done their homework. They understand how people think, 

what emotions we feel, and what makes us act fast — especially when we're online 

and distracted. 

Their goal? To get you to act before you think.​

Your goal? To understand their tricks so well that you spot the trap before you step 

in it. 

In this chapter, we’ll dig into the psychology behind scams — the mental shortcuts 

and emotional buttons scammers push to get you to hand over your money, your 

information, or even your identity. Once you see how they think, you’ll start noticing 

the patterns everywhere — and you’ll be ready. 

Fear Triggers: When Panic Takes Over 

What it looks like: 

●​ "URGENT: Your account has been suspended. Click here to recover now!" 

●​ "This is your final warning — your data will be deleted unless you act 

immediately." 
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●​ "Suspicious login detected. Confirm your identity or your account will be 

blocked." 

Why it works: 

Fear is a powerful emotion. When you're scared — especially about losing access to 

your money, grades, or social media — you go into "fight or flight" mode. That means 

your brain tries to react fast, instead of thinking clearly. Scammers rely on this to 

make you click without checking. 

Real-life example: 

Nico received a text that looked like it was from his bank. It said someone was trying 

to withdraw €500 and asked him to "confirm or block" the transaction. The link led 

to a fake site. Nico panicked, clicked, and entered his login info. The real scam 

started after that. 

How to beat it: 

When something feels urgent, slow down. Ask: 

●​ Is this how my bank usually contacts me? 

●​ Can I confirm this by logging into the app directly? 

●​ Why are they rushing me? 

Most real institutions don’t send urgent texts with clickable links. They’ll ask you to 

log into your secure app or call them. 

Greed Triggers: Too Good to Be True 

What it looks like: 

●​ "Earn €1,000 a week working from home. No experience needed!" 

●​ "Invest €100 today — make €10,000 by Friday!" 
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●​ "Get rich with this one simple crypto trick!" 

Why it works: 

Let’s be honest: who doesn’t want easy money? Especially when you're a student, 

juggling part-time work, or saving up for something important. Scammers know that 

offering a shortcut to wealth is one of the best ways to get attention. 

They feed off your hopes, dreams, and financial stress. The promise is always huge 

returns, little effort, and no risk. But in real life, there’s no such thing as guaranteed 

profit. 

Real-life example: 

Daria found an ad on social media promising investment coaching for young people. 

She joined a group, paid for access to "exclusive tips," and was encouraged to invest 

in a startup. Two weeks later, the website was down, the chat group was closed, and 

she’d lost €250. 

How to beat it: 

Ask yourself: 

●​ If this is such a good opportunity, why are they advertising it to strangers? 

●​ What proof do they have that it works — and who verified it? 

●​ Would I give this money to a stranger on the street? 

Good investments take time and research. They don’t come through Instagram DMs 

or sketchy Telegram groups. 

Trust Triggers: The Power of Familiar Faces 

What it looks like: 
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●​ A perfectly designed email from your bank — but it’s fake. 

●​ A website that looks exactly like PayPal or Amazon — but one letter is off in 

the URL. 

●​ A text from someone claiming to be your school, bank, or favorite brand. 

Why it works: 

Your brain is wired to trust familiar things. If you see the logo, the colors, and the 

tone you’re used to, you feel safe. Scammers copy real brands down to the smallest 

detail. They even use fake email addresses like “support@paypal-security.com” — 

designed to look real at a glance. 

They build this fake trust to lower your guard. Once they’ve got it, they’ll ask you to 

share private information, transfer money, or click a malicious link. 

Real-life example: 

Adam got an email that looked like it was from his university. It asked him to update 

his student portal password. The email design was perfect, and the sender was 

“student.services@univ-support.com.” But the real address ends in .edu. By the time 

Adam realized, his account had been compromised. 

How to beat it: 

Check everything: 

●​ Hover over links to see the real web address before clicking. 

●​ Look closely at the email address — not just the name. 

●​ If unsure, open the official app or website directly and log in. 

Scammers can fake appearance, but they can’t fake authenticity if you go straight to 

the source. 
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Social Proof: The Scam that “Everyone” Loves 

What it looks like: 

●​ Dozens of glowing comments under a TikTok or Instagram post: “It worked 

for me!” 

●​ Screenshots of big paydays, bank balances, or crypto gains. 

●​ A flood of people in a group chat hyping a product, investment, or giveaway. 

Why it works: 

This trick is all about belonging. You see what looks like lots of other people doing 

something — so you think it must be safe. After all, would 200 people really lie? 

Scammers create fake comments, duplicate accounts, and bots to make it seem like 

everyone is making money, winning prizes, or getting rich. It’s designed to make you 

feel like the odd one out if you don’t join. 

Real-life example: 

Ella saw a post about a new dropshipping platform that “young people are making 

thousands from.” The page had tons of comments saying, “I just bought my first car 

thanks to this!” She signed up, paid the “membership fee,” and never heard back. 

How to beat it: 

●​ Be skeptical of hype. Real people don’t all comment with the same emojis and 

phrases. 

●​ Look for independent reviews — outside the original post. 

●​ If the only proof of success is screenshots, that’s a red flag. 

Real trust is earned, not staged. 

Why These Tactics Work Together 
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Most scams use more than one trigger. You might get an email that feels urgent 

(fear), offers a reward (greed), looks official (trust), and shows fake comments 

(social proof). When these tactics stack up, even smart people fall for them. 

But once you start recognizing the emotions behind the message, you take back 

control. 

How to Outsmart the Scam Mindset 

Let’s flip the script. Every time you get a suspicious message, ask yourself: 

●​ What emotion am I feeling right now? Is it fear, excitement, or pressure? 

●​ Who’s asking me to act — and why so fast? 

●​ What would I do if I had 5 extra minutes to think about it? 

If something doesn’t sit right, it probably isn’t right. Take a break. Ask someone. 

Google it. Open the official app or website instead of clicking. 

Being cautious isn’t being paranoid. It’s being smart — and it’s exactly what 

scammers don’t want. 

 

6. Spotting the Warning Signs: A Detective’s Guide 

Let’s say someone messages you out of the blue. The message seems official, the logo 

looks familiar, and they’re asking for something small — just a password, or maybe a 

code. Nothing major, right? 

But here’s the thing: every scam leaves clues. You just need to know where to look. 

Imagine you’re a detective. A digital Sherlock Holmes. Every message, every email, 

every notification is a potential case. The good news? Scammers often get sloppy. 
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They’re in a rush to trick you, and that’s where they slip up. If you know what to look 

for, you can spot the scam and shut it down — before it shuts you down. 

Let’s go clue-hunting. 

Urgent Language: Panic Is Their Weapon 

What to look for: 

●​ “Act now!” 

●​ “Last chance!” 

●​ “You have 24 hours to respond or your account will be closed!” 

Scammers love urgency because it makes you stop thinking and start reacting. They 

know if they can make you feel like time is running out, you’ll act fast — and skip 

double-checking. 

Real-world moment:​

Jan received a message saying her parcel couldn’t be delivered unless she paid a 

small “customs fee.” The message included a countdown timer. She clicked and paid. 

It was a scam. There was no parcel. 

Your detective move:​

Take a breath. Ask yourself: Why the rush? If something is truly urgent, you’ll still be 

able to confirm it later through the official app or website. 

Unsolicited Reach-Outs: When Strangers Slide In 

What to look for: 

●​ Messages or emails from companies or people you didn’t contact 

●​ Unexpected prize notifications 

●​ “Customer support” contacting you through social media 
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Scams often begin with something that feels helpful or exciting — out of the blue. 

But if you didn’t sign up, apply, or ask for it… why is it showing up? 

Story time:​

Tomas got a DM saying he won a gift card in a contest he never entered. To claim it, 

he had to “confirm his identity” with a selfie and ID. That’s how his details ended up 

in the hands of a scammer. 

Your detective move:​

If you didn’t ask for it, treat it with suspicion. Confirm the sender’s identity through 

official channels — not the link or contact they provide. 

Requests for Secrets: The Info Grab 

What to look for: 

●​ Emails asking for your password, PIN, one-time code (OTP), or ID number 

●​ Messages claiming they “need to verify your account” 

●​ Anyone asking for personal information outside official platforms 

No real service will ever ask you to send sensitive information by email, text, or 

social media. Ever. 

Case study:​

Leonie received a message from someone pretending to be her mobile provider. 

They asked for her SIM PIN “for account security.” A few hours later, her SIM was 

cloned — and her bank accounts were accessed using SMS codes. 

Your detective move:​

Treat private info like treasure. Don’t give it to anyone unless you initiated the 

conversation and confirmed the channel is secure. 

Broken English & Odd Formatting: The Grammar Clue 
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What to look for: 

●​ Weird sentence structure 

●​ Spelling mistakes or missing punctuation 

●​ Capital letters in the wrong places 

Professional companies usually proofread their emails. Scammers don’t. Sloppy 

writing is often your first and easiest clue that something isn’t right. 

Example:​

“Youre Accout has been Suspnded due to Suspicous activty. Verify hear: [link]” 

Your detective move:​

Slow down and read carefully. If it feels off, it probably is. Trust your inner editor. 

Mismatched URLs: Hidden Traps 

What to look for: 

●​ Links that say one thing but take you somewhere else 

●​ Fake websites with slightly altered names (e.g. paypall.com, netfl1x.support) 

●​ URL shorteners that hide the real address 

Scammers use fake links to direct you to clone sites — where they can steal your 

login info or plant malware. 

Real-world example:​

Lukas clicked on what he thought was a payment link from a gig client. It was 

actually a fake PayPal page. The moment he typed in his info, it went straight to the 

scammer. 

Your detective move:​

On a computer, hover over the link to see where it really leads. On mobile, press and 
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hold the link (without clicking) to preview it. Better yet, don’t click — just go 

straight to the real site yourself. 

Final Tip: Slow Down the Scene 

When in doubt, take a few seconds and ask: 

●​ Does this message make sense? 

●​ Am I being rushed? 

●​ Is it playing with my emotions? 

●​ Can I verify this with the official source? 

Being suspicious doesn’t make you rude — it makes you smart. 

 

7. Simple Steps to Stay Safe: Your Daily Toolkit 

You don’t need to be a tech wizard to protect yourself online. In fact, most of the best 

security habits are simple, quick, and free. Think of them as part of your daily routine 

— just like brushing your teeth or locking your front door. They don’t take long, but 

they protect what matters. 

Here’s your daily toolkit for staying scam-proof and stress-free. 

Passwords & Passphrases: Your First Line of Defense 

What to do: 

●​ Use long, unique passwords for each account 

●​ Avoid using personal info (like your name, birthdate, or “123456”) 

●​ Consider using a passphrase like: PurpleDragonBikesFly99! 
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Why it matters:​

Weak or repeated passwords are like using the same key for every door in your life. 

If one gets stolen, the rest are wide open. 

Smart tip: Use a password manager. It’s like a digital safe that remembers all your 

complex logins so you don’t have to. 

Two-Factor Authentication (2FA): Double Lock It 

What to do:​

Turn on 2FA for any account that offers it — especially banking, email, and social 

media. 

Why it matters:​

Even if someone steals your password, they can’t get in without the second step 

(usually a text code or app notification). 

Think of it like: A door with two locks. One keeps the amateurs out. Two keeps 

everyone out. 

Automatic Updates: Let Your Tech Protect You 

What to do:​

Enable automatic updates on your phone, apps, and computer. Don’t postpone 

updates just because you’re busy. 

Why it matters:​

Updates fix holes that scammers exploit. If your system’s out of date, it’s like having 

an old lock that no longer works. 

Real talk: Most hacks happen because someone didn’t update their software. Don’t 

be that person. 
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Spending Alerts: Keep Your Eyes on Your Wallet 

What to do:​

Turn on spending notifications for every transaction — no matter how small. 

Why it matters:​

If someone uses your card or account without your permission, you’ll know 

immediately and can act fast. 

Extra benefit: Helps with budgeting too! 

Trial Trackers: Don’t Get Trapped by Freebies 

What to do:​

Every time you sign up for a free trial, create a calendar reminder to cancel it — at 

least 2 days before the billing starts. 

Why it matters:​

Most free trials turn into paid plans automatically. If you forget to cancel, you could 

be paying for months before you even notice. 

Better yet: Use a virtual card or disposable number when signing up for trials. 

Secure Networks: Don’t Trust Public Wi-Fi 

What to do:​

Avoid using public Wi-Fi (like in cafés or airports) for logging into your bank, 

shopping online, or entering passwords. 

Why it matters:​

Public networks can be monitored by scammers. They can intercept your data or 

create fake Wi-Fi hotspots to trick you. 
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Smart move: Use mobile data or a trusted VPN (virtual private network) when 

handling sensitive tasks. 

Recap: Your Personal Cyber Shield 

1.​ Strong, unique passwords for every site 

2.​ Two-factor authentication wherever possible 

3.​ Automatic updates to keep your devices sharp 

4.​ Alerts and reminders to track your money 

5.​ Private networks for serious business 

6.​ Caution and common sense as your default setting​

 

8. Tech Tools That Guard Your Wallet: Your Digital Allies 

Good news — you don’t have to fight scammers alone. There are smart tools built 

just for one job: protecting you. Think of them as your digital bodyguards. Pair them 

with the smart habits you learned in the last chapter, and you’ve got a serious 

defense system. 

Tool What It Does Why It Helps You 

Anti-Phishing Extensions 

(e.g., Netcraft) 

Scans websites in your 

browser and blocks scam 

sites before you click. 

Acts like a scam detector, 

warning you in real time if 

something’s shady. 

Password Managers 

(e.g., Bitwarden) 

Creates and stores strong, 

unique passwords for each 

account. 

Saves you from reusing 

weak passwords — and 

only fills them in on real 

sites. 

Identity-Theft Monitors Searches the internet (and Alerts you if your email, ID, 
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(e.g., Experian) dark web) for your leaked 

info. 

or data has been exposed, 

so you can react fast. 

Secure Messaging Apps 

(e.g., Signal) 

Encrypts messages so no 

one but you and your 

contact can read them. 

Keeps your private chats 

truly private — even the 

app company can’t see 

them. 

Learning Simulators 

(e.g., CyberAware Youth) 

Lets you practice spotting 

scams in a safe, game-like 

format. 

Builds real-world 

scam-detecting skills in a 

fun, risk-free way. 

Each tool protects a different part of your online life. Use a few together, and it’s like 

wearing a helmet, shield, and armor all at once. Small tools. Big peace of mind. 

 

9. Real-Life Stories: When Things Go Wrong — and Right 

The best lessons? They come from people who’ve been there. These stories aren’t 

made up — they’re based on real situations young people have faced. Sometimes 

things go wrong. But sometimes, smart moves make all the difference. 

 

9.1 The University Portal Trap 

What happened:​

Jamal got a fake email saying he had to update his student login. The site looked legit 

— but it was a scam. The scammer collected his credentials. 
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What saved him:​

Minutes later, Jamal got a login alert he didn’t recognize. He acted fast — changed his 

password, locked his account, and avoided any damage. 

Takeaway:​

Pay attention to alerts. They’re not annoying — they’re your early warning system. 

9.2 The BNPL Debt Spiral 

What happened:​

Sara was using Buy Now, Pay Later services for clothes, tech, and even groceries. She 

lost track of payment dates. One missed payment turned into fees, then interest. 

Suddenly, she was overwhelmed. 

What saved her:​

She stopped ignoring it. She called customer support, explained her situation, and 

set reminders for future due dates. The support team helped her combine payments 

and reduce the stress. 

Takeaway:​

Facing financial problems early gives you more options. Reminders and open 

conversations can help you take back control. 

 

10. Who’s on Your Side: The Safety Net Behind the Scenes 

You’re in charge of your money, but you’re not in this alone. There’s a whole support 

system working quietly in the background to help you stay safe. Think of them as 

your personal backup team. They don’t replace your responsibility, but they’ve got 

your back when things get rough. 

Banks & Card Issuers 
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Behind the scenes, your bank’s fraud team is always scanning for suspicious activity. 

If something looks wrong — like a charge from a country you’ve never visited — 

they can freeze your card or alert you. If fraud is confirmed, you might even get your 

money back. 

Why it matters: Always report suspicious transactions quickly. The sooner they 

know, the faster they can help. 

App Developers 

The people who build your favorite apps are also working to keep them secure. They 

release updates that fix bugs and patch security flaws. Think of these like software 

“vaccines” that protect your device from getting infected. 

Why it matters: Don’t ignore update reminders. They’re part of your defense 

system. 

Regulators (e.g., Financial Ombudsman Service) 

These are the rule-makers. They make sure banks and companies play fair — no 

hidden fees, shady contracts, or silence when something goes wrong. If a financial 

company mistreats you, these folks help hold them accountable. 

Why it matters: You can escalate complaints to them if your issue isn’t resolved 

fairly. 

Consumer-Protection Groups 

They’re like watchdogs for the public. They investigate scams, issue warnings, offer 

advice, and run hotlines. Some even offer step-by-step guides for reporting fraud or 

disputing charges. 
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Why it matters: They’re your go-to for clear, independent advice when something 

feels off. 

Law Enforcement 

Police and cybercrime units handle big fraud operations — especially when 

criminals are part of a larger network. But they rely on reports from people like you 

to build cases. 

Why it matters: Reporting scams isn’t just about protecting yourself — it helps stop 

others from getting hurt too. 

If something goes wrong, you’re not helpless. You’ve got a team of tech experts, 

financial pros, and regulators ready to support you. You just need to know when — 

and how — to reach out. 

 

11. Where to Get Help: Taking Action 

When you spot something sketchy — an unexpected charge, a suspicious message, 

or a login you didn’t make — don’t freeze. Take action fast. Every minute counts. The 

steps are simple, and they can make all the difference. 

●​ Freeze or Block​

Use your banking app to lock your card or stop a payment immediately. Can’t 

access the app? Call customer service. Most banks have 24/7 fraud lines. 

●​ Report the Issue​

Tell your bank what happened. Contact your mobile provider, credit bureau, 

or app support too, depending on the scam. If you’ve lost money or personal 

info, file a report with local authorities. 

●​ Reset Your Credentials​

Change your passwords — especially if you reused them on multiple sites. If 
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your email or phone number was involved, update security settings and turn 

on two-factor authentication. 

●​ Seek Support​

Don’t try to handle everything alone. Talk to a trusted adult, friend, or school 

counselor. Getting scammed can be stressful — and it’s okay to need help. 

●​ Use Official Resources​

There are tons of trustworthy resources online — from government websites 

to consumer protection groups and tech platforms — that can guide you 

through reporting scams, recovering money, or securing your accounts. 

Think of fraud like a small fire. If you act fast, you can put it out with a glass of water. 

But if you ignore it, it can burn through your finances — and your future. Taking 

quick action protects you and strengthens the safety net for everyone. 

 

 

VII Investments and Risk 

1.Investments 

An investment is the act of committing money or resources to an asset with the 

expectation of generating a return or profit over time. Rather than keeping money 

idle, investing involves using that money to acquire something that has the potential 

to grow in value or generate income. This could include financial instruments such 

as stocks and bonds, tangible assets like real estate, or even intangible assets like a 

stake in a business. 

In practical terms, investing means taking a calculated risk to achieve a financial 

goal. While the outcome of an investment is never guaranteed, the goal is to increase 
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the value of the initial input over time. For example, buying shares in a renewable 

energy company or investing in a social enterprise may offer both a financial return 

and a sense of contribution to a larger cause. 

Investing always carries risk—the possibility of earning less than expected or losing 

money. However, higher risk usually comes with the potential for higher reward. A 

safe investment typically gives low returns, while a high-risk investment might yield 

more but could also lead to a greater loss. 

By the end of this module, you will be able to: 

●​ Define what an investment is and why it is important to start learning 

early. 

●​ Identify different types of investments, from savings accounts to stocks 

and cryptocurrencies. 

●​ Understand the different forms of investment risk and how to assess your 

personal risk tolerance. 

●​ Use key strategies like diversification and asset allocation to manage risk. 

●​ Set clear short-term and long-term financial goals using the SMART 

framework. 

●​ Explain how compound interest works and why it is a powerful tool for 

growth. 

●​ Create a personal budget that frees up money for investing, even with a 

small income. 

●​ Compare different investment platforms and tools to find one that suits 

your needs. 

●​ Identify the red flags of common financial scams and myths. 

●​ Apply critical thinking to evaluate financial advice and make safer 

investment decisions. 
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Why Should Young People Learn About Investing? 

Early education in investing equips young people with essential financial tools to 

make informed choices throughout life. Understanding how investments work 

encourages long-term planning and builds confidence in managing personal 

finances. It also cultivates responsibility, critical thinking, and an awareness of how 

economic systems function. 

Starting early gives young people the advantage of time. Due to the effect of 

compound interest—where earnings generate additional earnings—even small, 

consistent investments made during youth can grow substantially over a number of 

years. This knowledge helps young individuals prepare for significant future 

milestones such as higher education, home ownership, travel, or entrepreneurship. 

 

Types of Investments 

Investments come in many forms, each with its own characteristics in terms of risk, 

return, accessibility, and time commitment. Below are some common types of 

investments that young people should be aware of: 

Savings Accounts and Term Deposits 

Offered by banks and credit unions, these are low-risk financial products that earn 

modest interest over time. While not typically considered "investments" in the 

traditional sense, they are a secure place to hold money while planning for future 

investments. Term deposits (also known as fixed deposits) require you to lock away 

funds for a set period in exchange for slightly higher interest. 

Stocks (Equities) 
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Purchasing stock means buying a share of ownership in a company. If the company 

performs well, the value of your stock may increase, and you may also receive 

dividends (a portion of the company’s profits). However, stock prices can also fall 

due to market conditions or company performance. Stocks can offer high returns but 

are considered higher-risk, especially in the short term. 

Bonds 

Bonds are debt instruments issued by governments, municipalities, or corporations. 

When you buy a bond, you are lending money in exchange for regular interest 

payments and the return of the principal at maturity. Bonds are generally less 

volatile than stocks and are considered medium- to low-risk, depending on the 

issuer. 

Real Estate 

Investing in real estate involves buying property to earn rental income or to sell it 

later at a higher price. This is often a long-term strategy requiring significant upfront 

capital and ongoing maintenance. Real estate values can rise, but property markets 

can also fluctuate, so risks still exist. 

Investment Funds (e.g., Mutual Funds and ETFs) 

Investment funds pool money from many people to buy lots of different investments. 

This spreads out the risk, making it safer. Mutual funds are managed by experts who 

choose what to buy and sell. ETFs are like baskets of investments you can easily buy 

or sell on the stock market. They’re a simple way for beginners to invest. 

Pension Schemes 

Many European countries have structured pension systems that allow individuals to 

save for retirement. Contributions often come with tax benefits and may be matched 
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by employers. Though not immediately accessible, pensions are crucial long-term 

investments in financial security. 

Cryptocurrency 

Cryptocurrencies like Bitcoin, Ethereum, and others are digital assets that use 

blockchain technology for decentralized transactions. They are highly volatile and 

speculative, with values driven by market demand, innovation, and regulatory 

developments. While some see potential in cryptocurrency as a long-term 

investment or alternative store of value, others caution against its instability and 

risk of scams. Youth should approach crypto with extra research and skepticism. 

Foreign Exchange (Forex) 

Forex trading involves buying and selling currencies to profit from fluctuations in 

exchange rates. It is the largest and most liquid financial market in the world, 

operating 24 hours a day. While it offers opportunities for profit, forex trading is 

extremely volatile and complex. It is not typically recommended for inexperienced 

investors due to its high risk and the influence of global economic events. 

 

We can make it all simpler by putting them on a table: 

Investment 

Type 

Risk Level Return 

Potential 

Accessibility Time 

Commitment 

Savings 

Accounts 

Low Low High Flexible 
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Stocks 

(Equities) 

High High Medium Medium-Long 

term 

Bonds Medium-Low Moderate Medium Medium 

Real Estate Medium Medium-High Low Long-term 

Investment 

Funds 

Varies Varies Medium Medium 

Pension 

Schemes 

Low Moderate Low (until 

retirement) 

Long-term 

Cryptocurrenc

y 

Very High Very High Medium Variable 

Foreign 

Exchange 

(Forex) 

Very High Very High Medium Active/Short term 
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Risk vs. Reward Explained 

A central principle in investing is the trade-off between risk and reward. Risk refers 

to the possibility that an investment may not perform as expected and may even 

result in financial loss. Reward refers to the return an investor receives, either as 

income or appreciation in value. 

Typically, investments with higher return potential also carry higher risk. For 

example, government bonds are considered low-risk and offer stable, but modest, 

returns. Stocks, on the other hand, may yield high returns but can also fluctuate 

dramatically in value, particularly in uncertain economic environments. 

Young investors have a valuable advantage: time. With a longer investment horizon, 

they may be better positioned to take on higher risks, since short-term losses can be 

offset by long-term gains. However, understanding personal risk tolerance is 

essential. Not every young person is comfortable with volatility, and financial 

choices should reflect individual values and circumstances. 

Recognizing the relationship between risk and reward allows individuals to make 

conscious decisions—balancing potential gains with the possibility of setbacks. A 

thoughtful investment approach involves research, patience, and a clear 

understanding of both opportunities and challenges. 

 

Activities 

Activity 1: What Would You Invest In? 

Objective:​

Help youngsters understand the concept of investment by connecting it to their own 

interests and everyday life. 
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Instructions: 

1.​ Divide into small groups of 3–5 people.​

 

2.​ As a group, brainstorm 3–5 things you could "invest" in. These could be:​

 

○​ Money-based (like buying a stock, crypto, sneakers, or a property)​

 

○​ Time-based (like learning a skill, starting a project, or helping a cause)​

 

3.​ For each idea, discuss:​

 

○​ What is the possible return or benefit? (e.g., money, knowledge, 

connections, satisfaction)​

 

○​ What are the risks or downsides? (e.g., losing money, wasting time, 

burnout)​

 

○​ Would this be short-term or long-term?​

 

4.​ Choose one idea and prepare a 1-minute pitch to share with the whole group, 

explaining why you think it’s a smart investment. 

Activity 2: Which Investment Type Matches You? 

Objective:​

Help youngsters explore traditional types of investments and identify which ones 

match their personality, goals, and comfort with risk. 

Instructions: 
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1.​ Show participants a simplified version of the investment table (page 10). ​

 

2.​ Ask each person to choose one investment type they are most curious about 

or feel drawn to.​

 

3.​ Pair up with someone who picked a different investment type and share:​

 

○​ Why did you choose that type?​

 

○​ What do you already know about it?​

 

○​ What are you unsure or curious about?​

 

4.​ In a group discussion, ask volunteers to share what they learned from their 

partner and whether they changed their mind or discovered something new. 

 

2.Ivestment risk 

To put it simply, it is the potential for harm or financial loss. 

Investment risk is the chance that your investment might not earn what you expect, 

or you could even lose some or all of the money you put in. This happens because 

the value of investments can go up or down due to many factors. These include 

changes in the economy, shifts in the financial markets, or specific problems with a 

company or industry. Basically, investment risk means there’s uncertainty about 

how much return you’ll get, and sometimes things don’t go as planned. 

Types of Investment Risks 
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Investment risks come in different forms, each affecting your money in various ways. 

Knowing these risks helps you make smarter choices and protect your investments. 

Market Risk, also called systematic risk, affects almost all investments at once 

because it comes from big events like economic recessions, wars, or natural 

disasters. For example, when the economy slows down, stock prices often fall across 

the board, which can lower the value of your investments. 

Credit Risk, this mainly concerns bonds or loans. If the company or government you 

lent money to can’t pay it back, you might lose some or all of your investment. Bonds 

with better credit ratings are safer, so it’s important to choose wisely and spread 

your investments to reduce this risk. 

Liquidity Risk, some investments are harder to sell quickly without losing money, 

like real estate or certain bonds. If you need cash fast, you might have to sell these 

investments for less than they’re worth. To avoid this, keep some money in 

easy-to-sell assets like stocks or savings accounts, and always have an emergency 

fund. 

Interest Rate Risk, this affects bonds mostly. When interest rates go up, the value of 

bonds you already own usually goes down because new bonds pay more interest. 

For example, if you have a bond paying 3% but new bonds offer 4%, yours becomes 

less attractive and loses value. 

Inflation Risk, inflation means prices go up over time, which can reduce what your 

money can buy. If your investments grow 5% but inflation is 3%, your real gain is 

only 2%. To protect against inflation, consider investments like stocks or real estate 

that tend to increase in value over time. 

Currency Risk, if you invest in foreign countries, changes in currency exchange 

rates can affect your returns. For example, if you buy European stocks but the euro 

weakens against your home currency, your profits may shrink when converted back. 
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Political Risk, changes in government rules or political problems can affect 

investments. New laws or instability might hurt certain companies or markets. 

Keeping an eye on political developments and spreading your investments across 

countries can help lower this risk. 

How to Assess and Determine Your Risk Tolerance 

Risk tolerance means how much ups and downs in your investment’s value you can 

handle without feeling too stressed. Knowing your risk tolerance helps you choose 

investments that fit your goals and what you’re comfortable with. 

Start by thinking about your financial goals and how long you plan to keep your 

money invested. Then, imagine how you would feel if your investments dropped by 

10%, 20%, or even 50% in a short time. Would you stay calm or want to sell right 

away? Your feelings about these losses show how much risk you can handle. 

Ask yourself questions like: 

●​ What am I saving or investing for in the long run?​

 

●​ When will I need to use this money?​

 

●​ How would I react if my investment lost value temporarily?​

 

Understanding your reactions helps you figure out if you prefer safer investments or 

if you’re okay with taking bigger risks for the chance of higher rewards. 

Risk Tolerance Questionnaires 

Risk tolerance questionnaires are tools that help you understand how comfortable 

you are with taking risks in investing. They usually ask questions about your goals, 
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how long you plan to invest, your financial situation, and how you might react when 

investments lose value. 

For example, they might ask: 

●​ How long do you plan to keep your money invested? 

●​ What would you do if your investments dropped a lot in value? 

●​ Are you investing mainly to keep your money safe, earn regular income, 

or grow your wealth? 

●​ How much do you know about different kinds of investments? 

Many banks and financial advisors offer these questionnaires online. They give you a 

structured way to see your risk tolerance and help guide you to investments that fit 

your style. 

Strategies to Manage Investment Risks 

To protect your money and reach your financial goals, it’s important to manage the 

risks that come with investing. Here are some key strategies: 

Diversification means spreading your money across different types of investments, 

like stocks, bonds, real estate, and others. This helps because if one investment does 

poorly, others may do better and balance things out. By having a mix, your overall 

risk is lower. 

Asset allocation is deciding how much money to put into each type of investment 

based on your comfort with risk and your goals. For example, someone who wants 

less risk might put more money in bonds, while someone comfortable with risk 

might choose more stocks. 

Regular portfolio review means checking your investments regularly to make sure 

they still match your goals and risk tolerance. Markets and your personal situation 

can change, so it’s smart to adjust your investments over time. 
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Investing in low-risk assets like government bonds can add stability to your 

portfolio. These investments don’t change in value as much and can help protect 

your money, especially if you want to avoid big losses. 

Having an emergency fund is very important. This is money saved to cover 

unexpected expenses, like medical bills or car repairs, so you don’t have to sell your 

investments when the market is down. 

If you’re planning for retirement, managing risk becomes even more important. 

Moving some money to safer investments can help protect what you’ve saved, while 

still keeping some in growth investments to beat inflation. 

Finally, risk-adjusted return analysis means looking at how much return you get 

compared to the risk you take. This helps you pick investments that give you the best 

possible rewards for the amount of risk you’re okay with. 

Remember, investing isn’t just about trying to make the most money — it’s about 

protecting what you have and making smart choices to reach your goals. Keep 

learning, review your investments often, and adjust your plan when needed. 

Activities 

Non-Formal Learning Activity: Risk Corners 

Objective: Help students understand different levels of investment risk by 

choosing how they’d react in real-life money scenarios. 

Time: 10–15 minutes 

Materials Needed: None! (Just space to move around) 

How to Play: 
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1.​ Label four corners of the room:​

 

○​ Very Safe​

 

○​ Somewhat Safe​

 

○​ Somewhat Risky​

 

○​ Very Risky​

 

2.​ Read out different investment scenarios (see examples below). After each 

one, students move to the corner that matches how risky they think it is.​

 

3.​ After each round, ask a few students:​

 

○​ Why did you choose that corner?​

 

○​ Would you invest your own money in this? 

 Example Scenarios: 

●​ “You put your money in a savings account with a bank.” 

●​ “You invest in a new company that just launched a cool app.” 

●​ “You buy government bonds that pay steady interest.” 

●​ “You put all your money into one cryptocurrency.” 

●​ “You buy stocks from 5 big, stable companies.” 

Why It Works: 

●​ Fun and movement-based – perfect for energy breaks. Great for a young 

class. 
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●​ No writing or tech required. 

●​ Starts great discussions about risk using real-world examples. 

●​ On spot learning and critical thinking 

 

3. Smart Investing for Beginners 

Many young people think investing is only for adults with high incomes or financial 

degrees. The truth is, the earlier you begin to understand and apply the principles of 

investing, the better positioned you’ll be for financial freedom and security later in 

life. 

This module will introduce you to the basics of investing, with a focus on real-world 

application: how to set financial goals, distinguish between saving and investing, use 

compound interest to your advantage, budget to make space for investing, and 

explore accessible investment platforms. 

No prior financial knowledge is required. The goal is to help you take confident, 

informed first steps. 

Why Set Goals Before Investing? 

Investing without a purpose can be risky and unfocused. Your financial goals 

determine how long you can invest your money, how much risk you can take, and 

what kind of investment vehicles are most appropriate. 

Types of Financial Goals: 

1.​ Short-term (0–3 years):​

 These goals are relatively urgent. They require liquid and low-risk financial 

instruments.​
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 Examples: Saving for a trip, buying a new phone, emergency fund.​

 

2.​ Mid-term (3–7 years):​

 Here, you have more time, which allows for a mix of lower and moderate-risk 

strategies.​

 Examples: Saving for a car, graduate studies, or a relocation.​

 

3.​ Long-term (7+ years):​

 These goals benefit most from investing, particularly in instruments like 

stocks, index funds, or retirement plans.​

 Examples: Home ownership, retirement savings, building long-term wealth.​

 

Reflection Exercise 

●​ What is one financial goal you want to achieve in the next 2 years? 

●​ What is one goal for 5 years from now? 

●​ What would “financial independence” mean for you in the long term?​

 

Write these down. We'll refer back to them later. 

 

Saving vs. Investing 

Both saving and investing are essential. Understanding how they differ—and how 

they work together—is fundamental to building a strong financial base. 

You save to protect your money.​

You invest to grow your money. 
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Saving comes first—especially for building an emergency fund—but investing helps 

you move beyond simply preserving your income toward growing wealth over time. 

 

4. Compound Interest 

Compound interest is one of the most powerful forces in finance. It’s when your 

money earns interest, and that interest earns interest, repeatedly, over time. 

A Simple Example: 

●​ You invest €1,000 at a 10% annual return. 

●​ In one year, you earn €100, bringing the total to €1,100. 

●​ In the second year, you earn 10% of €1,100, not €1,000—so you get €110. 

This continues, with the base amount growing each year. 

Over time, this exponential growth can lead to significant wealth—even from small 

regular investments. 

Early Start Advantage: 

●​ Start investing €50/month at age 20: 

●​ You could have ~€200,000 by age 60 (assuming 7% annual returns). 

●​ Start at age 30 with the same amount: 

●​ You might only reach ~€100,000. 

Lesson: Time is one of your most valuable financial assets. 

Activity: Use a free online compound interest calculator. Try different combinations: 

●​ €25/month for 10, 20, and 30 years 
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●​ €1,000 upfront investment vs. regular monthly deposits 

Record what surprises you. 

Budgeting to Invest 

You don’t need to be rich to start investing—but you do need to be intentional with 

your money. 

Step-by-Step Budgeting Process: 

Track your income:​

 What money comes in monthly? Include wages, stipends, side gigs.​

 

Track your expenses:​

 List fixed costs (rent, bills) and variable costs (food, transport, social life).​

 

Review and categorize: 

●​ Needs (essential) 

●​ Wants (lifestyle/discretionary) 

●​ Financial goals (savings/investments) 

Apply a structure:​

 A common model is the 50/30/20 rule: 

●​ 50% for needs 

●​ 30% for wants 

●​ 20% for savings and investments 

Make room to invest:​

 Even €10 or €25/month is a powerful start. 

Activity 

●​ Write out your current budget. 
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●​ Highlight areas where you could reduce spending. 

●​ Choose a realistic amount to begin investing monthly 

Investment Platforms and Tools 

Young people today have unprecedented access to investing tools—but choosing 

wisely is critical. 

Key Platform Types: 

Mobile investing apps:​

 Examples include Trading 212, eToro, Revolut, and Robinhood 

(region-dependent).​

 These platforms are user-friendly and often have low or zero fees.​

 

Traditional brokerages:​

 Platforms like DEGIRO or Interactive Brokers offer more control and 

investment options but require greater financial literacy.​

 

Robo-advisors:​

 These use algorithms to invest for you based on your goals and risk 

tolerance. Examples: N26 Invest, Scalable Capital.​

 

Factors to Consider: 

●​ Regulation and safety 

●​ Fees and minimum investment amounts 

●​ Range of available investments 

●​ User experience and educational support​
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Activity: 

Choose two platforms available in your country. Compare: 

●​ Minimum deposit requirements 

●​ Fees for trading or managing funds 

●​ Usability and educational resources 

●​ Reviews or feedback from other young investors 

Write a short summary of which you would feel more comfortable starting 

with—and why. 

Conclusion: Starting Small, Thinking Big 

Smart investing begins with understanding your goals, having a clear picture of your 

finances, and making use of the tools available to you. 

Even modest monthly investments can lead to powerful outcomes when started 

early and maintained consistently. It's not about trying to get rich quick—it's about 

building stability, independence, and opportunities over time. 

The most important step? Starting. 

5. Scams, Myths & Critical Thinking 

In the digital age, young people are constantly exposed to information about 

money—from TikTok “financial gurus” to online ads promising quick profits. While 

some resources are helpful, others are misleading or even dangerous. 

Understanding how to question what you see online—and knowing what not to 

do—is just as important as knowing how to invest wisely. 

Common Financial Myths 

Myth 1: “You need to be rich to start investing.” 
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Reality: You can begin with small amounts. Many platforms allow you to invest with 

€1 or less. The most important factor is starting early, not starting big. 

Myth 2: “Investing is the same as gambling.” 

Reality: Investing involves risk, but it is based on research, strategy, and long-term 

planning. Gambling relies on chance and short-term outcomes. 

Myth 3: “Cryptocurrency always goes up.” 

Reality: Crypto is highly volatile. Some people make profits, others lose everything. 

No asset class is guaranteed to rise in value. 

Myth 4: “I’m too young to worry about this.” 

Reality: The earlier you start learning, the better prepared you are. Waiting to think 

about money often leads to missed opportunities. 

Spotting Scams 

Financial scams are increasingly sophisticated and often target young or first-time 

investors. If something seems too good to be true, it probably is. 

Common Types of Scams: 

1.​ Get-Rich-Quick Schemes​

 Promises of doubling your money fast, guaranteed profits, or “secret 

formulas” are classic warning signs. Legitimate investing takes time. 

2.​ Fake Investment Platforms​

 Scammers create fake websites or apps that mimic real brokers. Always 

verify a platform’s registration and read reviews before signing up. 

3.​ Social Media “Experts” and Influencers​

 Not everyone offering financial advice online is qualified. Be cautious of 

Co-funded by the European Union. Views and opinions expressed are however those of the author(s) only and do not 
necessarily reflect those of the European Union or the European Education and Culture Executive Agency (EACEA). Neither 
the European Union nor EACEA can be held responsible for them. 

218 



​  
 
 
 
​  

people selling courses, promoting NFTs or crypto without transparency, or 

asking for upfront payments. 

4.​ Phishing and Identity Theft​

 Emails or messages asking for your financial details or passwords should 

always be treated as suspicious. Reputable companies never ask for sensitive 

information this way. 

5.​ Ponzi and Pyramid Schemes​

 These involve recruiting others into an investment and paying returns from 

new investors’ money. They collapse when new recruits stop joining. 

Red Flags to Watch For 

Use this checklist when assessing any investment opportunity or financial offer: 

Red Flag Why It’s a Problem 

“Guaranteed” high returns All investments carry some level of risk 

Pressure to act quickly Scammers want you to decide without 

thinking 

Lack of transparency You should understand where your money 

goes 
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No official website or registration Legitimate companies are regulated and 

traceable 

You’re asked for sensitive info 

upfront 

Never share financial data over email/DM 

Testimonials that feel scripted or 

fake 

Often used to build false trust 

Building Critical Thinking 

Critical thinking is your best defense against financial manipulation. It means 

thinking independently, questioning information, and checking facts before making 

decisions. 

Questions to Ask Before Taking Financial Advice: 

●​ Who is giving this advice? Are they qualified? 

●​ What is their motivation? Are they trying to sell me something? 

●​ Is the information backed by data or research? 

●​ Have I verified this from another independent source? 

●​ Does it sound too good to be true? 

In a world where anyone can claim to be a financial expert, your ability to think 

critically and recognize red flags is more valuable than any one investment tip. 

Protecting your financial future begins with staying informed and aware. 
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MULTIPLE CHOICE QUESTIONS 

1. Which of the following is a low-risk investment?​

 A) Cryptocurrency​

 B) Savings account​

 C) Stocks​

 D) Foreign Exchange (Forex) 

2. Which of these investments is usually high risk and high reward?​

 A) Government bonds​

 B) Term deposits​

 C) Cryptocurrency​

 D) Pension schemes 

3. What is a key difference between stocks and bonds?​

 A) Stocks are safer than bonds​

 B) Bonds are about owning companies​

 C) Stocks are ownership in a company, while bonds are loans you give to a company 

or government​

 D) Bonds don’t pay interest 

4. Which of these would be a sign of low risk tolerance?​

 A) Feeling excited when the market drops​

 B) Being comfortable losing money short-term​

 C) Choosing only safe, steady investments​

 D) Investing in forex and crypto for fun 

5. What does the term "risk vs. reward" refer to in investing?​

 A) The time it takes to save money​

 B) The idea that higher returns usually come with higher risks​
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 C) The difference between rich and poor investors​

 D) The legal rules around investing 

6. Forex trading is considered risky because:​

 A) The market is closed most of the time​

 B) Currency values change rapidly and are affected by global events​

 C) It’s easy and risk-free for beginners​

 D) It only works with physical cash 

7. What does “accessibility” mean in relation to an investment?​

 A) How risky it is​

 B) How quickly or easily you can buy, sell, or use the investment​

 C) How much money you can earn​

 D) Whether it’s allowed by law 

8. What is compound interest?​

 A) Interest that decreases over time​

 B) Interest calculated only on your original deposit​

 C) Interest earned on both your initial investment and the interest it has already 

earned​

 D) A type of loan offered by investment platforms 

9. Why is it beneficial to start investing early in life?​

 A) Because you’ll get higher interest rates​

 B) Because it allows compound interest more time to work​

 C) Because banks charge lower fees to young people​

 D) Because older people cannot invest 

10. According to the 50/30/20 budgeting rule, what percentage of your income 

is ideally allocated to savings and investments?​

 A) 10%​
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 B) 20%​

 C) 30%​

 D) 50% 

11. What is one important factor to consider when choosing an investment 

platform?​

 A) The color of the app interface​

 B) How many users the platform has​

 C) Whether the platform is regulated in your country​

 D) Whether it offers free movie tickets 

12. What is the best approach for a beginner to start investing?​

 A) Wait until you earn a high salary​

 B) Put all savings into one risky asset​

 C) Start small, regularly invest, and focus on long-term goals​

 D) Try to double your money in a few months 

13. Which of the following is a clear red flag for a scam?​

 A) The website has a FAQ page​

 B) The company is registered with a financial regulator​

 C) The investment is “guaranteed risk-free”​

 D) The platform offers educational articles 

14. What makes critical thinking so important in financial decisions?​

 A) It helps avoid boring topics​

 B) It prevents slow returns​

 C) It allows you to question information before acting​

 D) It guarantees higher returns 

 

Co-funded by the European Union. Views and opinions expressed are however those of the author(s) only and do not 
necessarily reflect those of the European Union or the European Education and Culture Executive Agency (EACEA). Neither 
the European Union nor EACEA can be held responsible for them. 

223 



​  
 
 
 
​  
 

 

VIII Ethical Finance 

Introduction 

Finance shapes nearly every aspect of our modern world. It determines which 

industries grow, which technologies are developed, and which communities have 

access to resources and opportunities. Yet, the financial system is often perceived as 

complex, abstract, or disconnected from daily life—especially for young people. 

Ethical finance challenges this disconnect by reconnecting money with purpose. It 

invites individuals, institutions, and societies to consider not only how money is 

managed, but to what end, and with what consequences. 

Ethical finance is rooted in the idea that financial decisions should contribute to the 

common good. It is concerned not only with profitability, but also with the 

environmental, social, and governance (ESG) impacts of financial activity. It seeks to 

ensure that money is used in ways that support fairness, long-term sustainability, 

and the dignity of all people. At its core, ethical finance is about asking a simple yet 

profound question: are we using financial resources to build the kind of world we 

want to live in? 

At the end of this module you will be able to: 

●​ Define what ethical and sustainable finance means. 

●​ Understand the role of Environmental, Social, and Governance (ESG) 

factors in financial decisions. 

●​ Recognise the importance of transition finance for helping industries 

become greener. 
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●​ Explain the difference between a shareholder-first approach and a 

broader stakeholder responsibility. 

●​ Identify the 17 Sustainable Development Goals (SDGs) and 

understand how your financial choices can support them. 

●​ Analyse the long-term impact of financial decisions on people, the 

planet, and future generations. 

●​ Evaluate a corporation's ethical standards by comparing it with a 

more sustainable alternative. 

●​ Apply your knowledge through practical steps and checklists to make 

more informed financial choices. 

1. Understanding Ethical and Sustainable Finance 

Ethical finance refers to the practice of aligning financial decisions—whether related 

to saving, lending, investing, or budgeting—with personal and collective values. 

These values may include social justice, environmental responsibility, human rights, 

and economic fairness. Ethical finance goes beyond the narrow objective of 

maximizing short-term profit and instead considers the long-term effects of financial 

choices on people and the planet. It applies both to individuals making decisions 

about where to bank or what to purchase, and to institutions that manage 

large-scale investments and lending portfolios. 

Closely related is the concept of sustainable finance, which focuses more specifically 

on integrating environmental, social, and governance (ESG) considerations into 

financial decision-making. Sustainable finance supports long-term investments that 

contribute to sustainable economic activities and outcomes. In practice, this might 

involve investing in renewable energy infrastructure, supporting fair labor practices, 

or divesting from industries that harm biodiversity or accelerate climate change. 

Environmental considerations in sustainable finance include not only climate 

change mitigation and adaptation, but also broader ecological concerns such as 
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pollution prevention, biodiversity preservation, and the transition to a circular 

economy. Social aspects cover themes like equality, inclusiveness, decent work, 

investment in skills and education, community development, and respect for human 

rights. Governance considerations relate to the internal structures of organizations, 

including transparency, accountability, employee relations, and executive 

remuneration, all of which influence the integration of sustainability principles into 

financial and business strategies. 

The European Perspective on Sustainable Finance 

In the context of European Union policy, sustainable finance is seen as a key 

mechanism for supporting economic growth that is aligned with the European 

Green Deal. It aims to reduce environmental degradation, foster climate resilience, 

and integrate social and governance concerns into financial systems. Sustainable 

finance also promotes transparency around ESG-related risks that may affect the 

stability of the financial sector, ensuring that such risks are actively identified and 

mitigated through sound governance. 

The EU is a global leader in promoting sustainable finance and views it as essential 

for reaching its climate targets, meeting international commitments, and building a 

more inclusive and resilient economic model. One of its central objectives is to 

channel private capital into the transition toward a climate-neutral, 

resource-efficient, and socially just economy. This approach recognizes that public 

funding alone is insufficient to drive the systemic changes required; private finance 

must play a complementary and strategic role. 

Sustainable finance is also critical for responding to ongoing challenges such as the 

post-COVID-19 recovery. By supporting investments that prioritize resilience and 

sustainability, the financial system can help ensure that recovery efforts lead to 

long-term societal benefits rather than reinforce existing vulnerabilities. 
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Transition Finance 

While sustainable finance includes investments in activities that are already 

environmentally and socially sustainable, transition finance refers to financing 

aimed at helping sectors, businesses, or activities move toward more sustainable 

performance over time. It plays a critical role in supporting those who are not yet 

“green,” but are actively working to reduce their environmental impact and align 

with climate and sustainability goals. 

Transition finance is particularly relevant for companies operating in 

carbon-intensive industries, such as manufacturing, transport, or energy, where 

green technologies may not yet be fully developed or widely accessible. These 

companies may still contribute to greenhouse gas emissions today, but they have 

credible plans to reduce their footprint, change production methods, and evolve 

their business models in line with climate targets. 

This approach is not about lowering standards—it is about acknowledging that 

sustainability is a process, and that companies must be supported in making that 

transition through access to appropriate financing. In this way, transition finance 

enables a broader, more inclusive path to climate neutrality, ensuring that sectors 

with more difficult starting points are not excluded from sustainability efforts. 

The Role of Transition Finance 

A key component of sustainable finance is transition finance. While green finance 

supports activities that are already environmentally sustainable, transition finance 

refers to the funding of activities that are currently high in emissions or 

environmental impact but have a credible, time-bound plan to improve. This 

approach is particularly relevant for industries and companies that are not yet green 

but are committed to reducing their environmental footprint and aligning with 

climate goals. 
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Transition finance is essential for achieving the EU's target of reducing greenhouse 

gas emissions by at least 55% by 2030. It allows companies with different starting 

points to begin or accelerate their journey toward sustainability, even in sectors 

where green technologies may not yet be widely available. The European 

Commission, in June 2023, issued non-binding recommendations for how 

companies can voluntarily make use of EU sustainable finance tools to seek or 

provide transition finance. This guidance encourages inclusivity, recognizing the 

importance of supporting small and medium-sized enterprises (SMEs) alongside 

large corporations. 

By ensuring that transition finance is accessible and clearly linked to sustainability 

goals, the EU aims to create a financial system that rewards ambition and progress, 

not just current performance. This approach helps ensure that no sector is left 

behind in the shift toward a climate-neutral economy. 

From Shareholder Value to Stakeholder Responsibility 

Traditional financial systems often prioritize shareholder value, focusing primarily 

on short-term returns. Ethical and sustainable finance challenge this by embracing a 

stakeholder model that considers the interests of all affected parties—workers, 

consumers, communities, future generations, and the environment. This shift 

reflects a broader societal understanding that economic growth alone is not 

sufficient; what matters is the quality, inclusivity, and sustainability of that growth. 

Finance can be a tool for empowerment or exclusion, for regeneration or 

destruction. The ethical finance movement urges us to take greater responsibility for 

the outcomes of financial systems, and to use money as a force for good. It 

encourages transparency, accountability, and long-term thinking in both public and 

private financial institutions. 

Why does this matter to you? 
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Young people today are living through a period of profound social, environmental, 

and economic change. Climate breakdown, inequality, digital transformation, and 

global instability present significant challenges—but also opportunities to imagine 

and create a different kind of future. 

Understanding ethical and sustainable finance equips young adults with the 

knowledge and tools to participate meaningfully in shaping that future. It empowers 

them to make informed decisions about their personal finances, advocate for 

responsible investment, support businesses that align with their values, and 

participate in movements that demand greater accountability from financial 

institutions. 

Moreover, as the next generation of professionals, entrepreneurs, consumers, and 

voters, young people have a unique role to play in shifting the norms and practices of 

finance. By prioritizing ethics, transparency, and long-term impact, they can help 

build financial systems that support dignity, fairness, and ecological balance. 

Conclusion 

Ethical and sustainable finance is about reimagining the purpose of money. Rather 

than serving as a neutral tool for profit-making, finance becomes a lever for 

transformation—a means of supporting the kind of world we want to live in. It asks 

us to align our financial decisions with our values and to take responsibility for the 

broader consequences of how money moves. 

As we explore this topic further in upcoming modules, we will examine how these 

principles are applied in practice—through sustainable investments, 

community-based financial models, corporate responsibility, and the global 

movement toward the Sustainable Development Goals. Ethical finance is not just a 

theoretical ideal; it is a practical framework for action, innovation, and collective 

well-being. 
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Activity 

 Think of one product or service you purchased recently—a piece of clothing, a 

coffee brand, a tech item, etc. Then, ask yourself: 

●​ Who made this product, and under what conditions? 

●​ What environmental impact did its production have? 

●​ Is the company transparent about its supply chain and sustainability 

practices? 

●​ If you had more information, would you make the same choice again? 

Discussion:​

 In a group or journal entry, reflect on how this one small decision fits into the bigger 

picture of ethical finance. What might you change about how you make future 

purchases? 

Reflection questions 

Because this topic deals with important ethical issues, taking time to reflect 

personally is a key part of learning. To help with this, each chapter ends with some 

questions that encourage you to think deeper. You can use these on your own or 

discuss them with others in a group. 

●​ What do you think money should be used for? 

●​ Can finance ever be fully ethical? 

2. The Sustainable Development Goals 

The Sustainable Development Goals (SDGs) are a universal blueprint for peace, 

people, and planet, adopted by all United Nations member states in 2015. These 17 

interlinked goals are not just aspirational—they are a shared call to action to end 

poverty, reduce inequality, protect the environment, and ensure prosperity for all by 
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2030. From clean energy to quality education, from gender equality to climate 

action, the SDGs provide a clear framework for what a just and sustainable world 

should look like. 

But reaching these goals requires more than good intentions—it demands a 

fundamental shift in how money flows through our global systems. Every financial 

decision, whether made by a government, a business, or an individual, has the 

potential to support—or obstruct—the SDGs. Investments can accelerate access to 

clean water, fund education, and promote decent work. But they can also deepen 

inequality, harm ecosystems, and lock communities into cycles of extraction and 

exploitation. 

This chapter explores the powerful connection between finance and the SDGs. By 

understanding how money moves and what it supports, we begin to see finance not 

as a neutral tool, but as a force with ethical, social, and environmental consequences. 

To create a world where the SDGs can be achieved, we must align financial systems 

with long-term human and planetary well-being—and that starts with awareness. 

What are the 17 SDGs? 

The Sustainable Development Goals (SDGs) respond to the world’s most pressing 

challenges across economic, social, and environmental dimensions. The 17 goals are 

outlined below: 
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Each goal is supported by specific targets and indicators, creating a measurable 

roadmap for change. Achieving these goals requires action across all 

sectors—including finance. 

The Financing Gap 

Reaching the SDGs by 2030 requires an estimated $4–5 trillion per year in 

investments globally. Public funding alone is not sufficient. To close this gap, private 

finance—through banks, investors, corporations, and individuals—must be 

mobilized on a large scale. 

However, most financial systems today still prioritize short-term profit over 

long-term impact. Without conscious redirection of capital, many SDGs will remain 

unmet. This is where sustainable finance plays a crucial role. 

Aligning Financial Flows with the SDGs 

Co-funded by the European Union. Views and opinions expressed are however those of the author(s) only and do not 
necessarily reflect those of the European Union or the European Education and Culture Executive Agency (EACEA). Neither 
the European Union nor EACEA can be held responsible for them. 

232 



​  
 
 
 
​  
To support the SDGs, financial institutions and investors are increasingly being 

asked to align their portfolios with social and environmental outcomes. This means: 

●​ Avoiding investments that harm the SDGs (e.g. fossil fuels, arms 

manufacturing, child labor). 

●​ Prioritizing investments that contribute positively (e.g. renewable 

energy, social housing, education access). 

●​ Measuring and disclosing the impact of financial decisions using SDG 

indicators. 

The United Nations, the EU, and several financial coalitions are developing 

frameworks and tools to help assess whether financial products and investments are 

“SDG-aligned.” 

Examples of SDG-Finance Intersections 

SDG Finance Connection 

SDG 1 – No Poverty Microfinance, inclusive banking, and 

income-generating loans. 

SDG 7 – Clean Energy Green bonds funding solar, wind, and low-carbon 

energy. 

SDG 8 – Decent Work Investments in social enterprises and fair labor 

practices. 
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SDG 13 – Climate Action Divesting from fossil fuels; funding 

climate-resilient infrastructure. 

SDG 9 – Industry, Innovation, 

Infrastructure 

Public-private partnerships to fund sustainable 

innovation and digital inclusion. 

These connections reveal that finance is not neutral—it can either advance or 

obstruct progress toward global well-being. 

Policy and Regulation to Support SDG Finance 

Governments and international institutions are introducing new regulations and 

strategies to align finance with the SDGs, including: 

●​ The EU Sustainable Finance Strategy, which promotes the integration 

of ESG and SDG criteria into financial decision-making. 

●​ Taxonomies and classification systems that help define what counts as 

a “sustainable” investment. 

●​ Mandatory sustainability reporting for corporations and financial 

institutions. 

These policy tools aim to steer financial flows toward activities that directly support 

SDG targets while increasing transparency and accountability. 

Youth and the SDGs: A Financial Perspective 

Young people are among the most vocal advocates for sustainability—and they are 

also increasingly influential as savers, consumers, and future investors. From 
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choosing ethical banks and pension plans to launching SDG-aligned startups, youth 

can shape the financial system to reflect the world they want to inherit. 

Understanding the financial side of the SDGs empowers young adults to: 

●​ Demand accountability from institutions, 

●​ Make informed financial choices, 

●​ Advocate for responsible policies, 

●​ And participate in economic transformation. 

Small Steps to Align Your Spending with the SDGs 

Buy second-hand clothes​

Instead of purchasing new, inexpensive items from fast fashion retailers, try thrift 

stores, clothing swaps, or second-hand apps. This reduces textile waste, lowers 

demand for overproduction, and supports a more circular economy.​

Relevant SDGs: 12 – Responsible Consumption and Production; 13 – Climate Action​

Bring a reusable bottle or bag​

Carrying a refillable water bottle or your own shopping bag might seem small, but it 

significantly reduces single-use plastic consumption over time—one of the major 

contributors to pollution in oceans and landfills.​

Relevant SDGs: 12 – Responsible Consumption; 14 – Life Below Water; 15 – Life on 

Land​

Support local shops or markets​

Buying from small, local producers helps strengthen your community’s economy, 

supports fair working conditions, and often lowers the carbon footprint of your 

purchases.​

Relevant SDGs: 8 – Decent Work and Economic Growth; 11 – Sustainable Cities and 

Communities​

Eat less meat​

Reducing meat consumption, even just one or two days a week, lowers greenhouse 
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gas emissions, conserves water, and reduces pressure on land and biodiversity.​

Relevant SDGs: 2 – Zero Hunger; 12 – Responsible Consumption; 13 – Climate Action​

Talk about what you buy​

Share what you learn about ethical and sustainable products with friends, family, or 

on social media. Changing mindsets starts with awareness, and your voice can 

influence others.​

Relevant SDGs: 4 – Quality Education; 17 – Partnerships for the Goals 

Conclusion 

The SDGs are not just goals for governments—they are calls to action for the entire 

global community, including the financial sector. Money, when guided by values and 

purpose, becomes a force for human dignity, equality, and environmental 

regeneration. This module offers a crucial lens into how aligning finance with the 

SDGs can create meaningful, measurable impact across the globe. 

Reflection 

●​ Which Sustainable Development Goals resonate most with your personal 

values or experiences? 

●​ In what ways would you like your future career, projects, or financial choices 

to contribute toward one or more of the SDGs? 

●​ How effective do you believe this action is in addressing global challenges? 

What factors influence your perspective? 

3. Long-Term Impact 

Finance shapes the future. Every investment, loan, or funding decision creates ripple 

effects that influence not only short-term outcomes but also long-term well-being — 

for people, communities, and the environment. 
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This chapter explores the concept of long-term impact in finance. It focuses on the 

structural questions: 

●​ Who benefits from the current financial system? 

●​ Who is excluded from it? 

●​ And how can we redirect financial power to create a more equitable and 

sustainable future? 

What Is Long-Term Impact? 

Long-term impact refers to the enduring consequences of financial decisions — 

beyond immediate profit or performance. It includes social, environmental, and 

systemic effects that unfold over time. 

A focus on long-term impact asks different questions than conventional finance: 

●​ Does this investment support long-term sustainability and community 

well-being? 

●​ What are the social or environmental costs that might emerge in five, ten, or 

fifty years? 

●​ Is future risk being offloaded onto people who did not choose it — 

particularly young people and future generations? 

In ethical finance, long-term impact means considering the full life cycle of 

investments and business practices. It involves anticipating unintended 

consequences and valuing resilience, equity, and sustainability as key outcomes. 

Who Benefits? Who Is Excluded? 

Financial systems do not impact everyone equally. Current models often benefit: 

●​ Large corporations with access to global capital 
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●​ Investors prioritising short-term returns 

●​ High-income urban populations and institutions with established power 

Meanwhile, many are left out of financial decision-making and access: 

●​ Small or informal businesses 

●​ Rural and low-income communities 

●​ Marginalised groups and climate-vulnerable populations 

●​ Future generations who inherit the consequences without having a say 

These disparities are structural, not accidental. Ethical finance aims to challenge and 

correct this imbalance by prioritising investment in underserved areas and 

communities, encouraging participation, and expanding access to financial tools. 

Intergenerational Justice and Sustainability 

The principle of intergenerational justice is central to long-term thinking. It 

recognises that future generations have a right to live in a world that is liveable, just, 

and sustainable. 

Many financial activities today — such as the expansion of fossil fuel industries or 

the degradation of ecosystems for profit — generate short-term returns while 

imposing long-term damage. These activities create a form of debt not measured in 

money, but in climate risk, biodiversity loss, social instability, and economic 

vulnerability. 

Ethical and sustainable finance seeks to reverse this dynamic. Instead of 

externalising costs to the future, it advocates for financial systems that invest in 

long-term resilience — such as clean energy, education, social infrastructure, and 

inclusive innovation. 

What Can Be Done? 
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Young adults may not yet control capital flows, but they are powerful actors in 

shaping public discourse, consumer trends, and civic priorities. The following 

strategies highlight how individuals and communities can engage with long-term 

thinking in finance: 

1. Ask better questions: 

Critically assess financial systems, institutions, and products. Who ultimately 

benefits? Who is at risk? What will this investment look like in 10–20 years? 

2. Support ethical financial institutions: 

Use banks, credit unions, and investment platforms that prioritise sustainability, 

transparency, and community impact. 

3. Advocate for accountability: 

Demand public transparency from pension funds, universities, and governments 

about where money is being invested and the social/environmental outcomes of 

those investments. 

4. Promote participatory models: 

Encourage democratic and inclusive decision-making in budgeting and investment, 

such as participatory budgeting, community development funds, or cooperatives. 

5. Build and support alternatives: 

Engage with financial initiatives designed to redistribute value — such as mutual aid 

funds, time banks, local currencies, and solidarity economies. 

6. Reframing Financial Success 
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Traditional finance often defines success in terms of short-term growth, shareholder 

return, or capital accumulation. But ethical and sustainable finance calls for a 

redefinition of success — one rooted in human dignity, environmental stewardship, 

and social cohesion over time. 

This involves: 

●​ Moving from extraction to regeneration 

●​ Shifting from competition to cooperation 

●​ Replacing short-term metrics with long-term outcomes 

Finance must be evaluated not only by its returns, but by its responsibility. 

Conclusion 

Long-term impact is not a secondary concern — it is central to ethical finance. The 

financial decisions made today shape the kind of world that will exist tomorrow. For 

young adults, understanding these dynamics is the first step toward becoming 

informed participants in building financial systems that serve people, the planet, 

and the future. 

Recognising who benefits — and who is excluded — allows us to intervene, 

redesign, and realign our financial priorities toward long-term well-being, justice, 

and sustainability. 

Reflection questions 

●​ Do you observe or experience the effects of exclusion and disadvantage 

caused by these financial systems in your daily life? If so, how? 

●​ How might focusing on long-term impact change the way we evaluate success 

in finance and business? 
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Your Role in the World: Understanding Corporate Impact and Ethical 

Responsibility 

In today’s interconnected world, the choices made by large corporations have 

far-reaching impacts on our environment, communities, and economies. Companies 

that operate on a global scale, influencing everything from plastic pollution to 

deforestation and water scarcity. Understanding these impacts is essential for 

anyone interested in ethical and sustainable finance and for anyone who participates 

in the global economy as a consumer, investor, or citizen. 

The Environmental Footprint of Global Corporations 

Nestlé is a prime example of how corporate practices can contribute to some of the 

most urgent environmental challenges we face today. As one of the largest producers 

of single-use plastic packaging, Nestlé’s products contribute heavily to the global 

plastic pollution crisis. This plastic not only litters our landscapes and oceans but 

also harms marine life and threatens human health through contamination of food 

chains. 

Additionally, Nestlé’s extraction of groundwater in water-stressed areas has raised 

serious concerns. By prioritizing the commercial bottling of water, local 

communities often face depleted water supplies, which affects their access to clean 

drinking water, agriculture, and natural ecosystems. This raises important questions 

about corporate responsibility and the protection of human rights. 

The company’s supply chains for commodities like palm oil, cocoa, and coffee are 

linked to deforestation and habitat destruction, accelerating climate change and 

threatening biodiversity. Despite pledges to improve sustainability, critics argue that 

more urgent and systemic changes are needed. 

Why This Matters to You 
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As a consumer, investor, or future professional, you are not separate from these 

issues. Your purchasing decisions, investment choices, and career path all have the 

potential to either support or challenge these corporate behaviors. Understanding 

the environmental and social impacts behind everyday products helps you make 

more informed and ethical decisions. 

Ethical and sustainable finance plays a critical role in this landscape by directing 

capital toward companies and projects that prioritize environmental stewardship, 

social equity, and long-term impact. It also provides tools to hold corporations 

accountable and to push for transparency and change. 

As an individual, organization, or company, you also have the opportunity to play a 

larger role by influencing the allocation of EU funds and ensuring these investments 

drive meaningful, positive impact for people and the planet. 

Case Study  

A Major Corporation vs. An Ethical Alternative 

Company A: A Well-Known Global Corporation 

This company is often criticized for its labor practices, including low wages in 

supplier factories, poor working conditions, and lack of transparency. While it 

delivers affordable products worldwide, the hidden social and environmental costs 

have raised ethical concerns among consumers and activists. 

Issues: 

●​ Sweatshop labor and underpayment of workers 

●​ Environmental pollution linked to production 

●​ Limited accountability and transparency 

Company B: An Ethical Alternative 
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In contrast, this company prioritizes fair pay, safe workplaces, and sustainable 

sourcing. It invests in worker empowerment programs and openly reports on social 

and environmental impact. Though its products may be priced higher, it reflects the 

true cost of responsible business. 

Strengths: 

●​ Fair wages and benefits for workers 

●​ Transparent supply chain and impact reporting 

●​ Commitment to environmental sustainability 

Evaluating Ethical Standards: What to Look For 

When assessing corporate ethics, consider these factors: 

Labor practices: Are workers paid fair wages and treated with respect?​

Transparency: Does the company openly share its social and environmental 

impacts?​

Environmental responsibility: Are sustainable materials and processes used? 

Community impact: Does the company contribute positively to local economies and 

societies?​

 

Your Role as a Consumer and Entrepreneur  

Understanding corporate impact helps you make informed choices about where you 

spend your money or which companies you might work with in the future. 

Supporting ethical companies encourages better standards and pressures others to 

improve. 

Reflection 
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●​ How aware are you of the environmental and social impacts behind the 

products you consume? 

●​ What actions can you take as a consumer or investor to encourage companies 

to adopt more sustainable practices? 

●​ How can financial systems support a transition to more responsible 

corporate behavior? 

●​ What role do you want to play in shaping a sustainable and just economy? 

Conclusion 

Ethical and sustainable finance is not just a technical concept or a niche area of 

investment; it is a vital framework that shapes how our economies grow and how 

societies develop in harmony with the environment. By integrating the principles of 

sustainability, social value, and long-term impact, it challenges us to rethink 

traditional financial systems that often prioritize short-term profit over people and 

the planet. 

Understanding the Sustainable Development Goals (SDGs) helps us see the global 

challenges we face—poverty, inequality, climate change, and environmental 

degradation—and the urgent need to align financial flows with solutions that 

address these issues. Ethical finance directs capital towards activities that protect 

natural resources, promote social equity, and foster resilient communities, while 

holding corporations accountable for their environmental and social footprints. 

Yet, this topic is deeply connected to our individual roles—as consumers, investors, 

professionals, and citizens. Every financial decision we make, whether it’s buying a 

product, choosing where to invest, or influencing organizational policies, contributes 

to either sustaining harmful systems or driving meaningful change. Recognizing who 

benefits and who is left out from current economic structures encourages us to 

advocate for inclusion, fairness, and justice in financial practices. 
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Ultimately, ethical and sustainable finance invites us to see beyond immediate 

returns and to embrace a broader vision of success—one where long-term impact, 

social value, and environmental stewardship are integral to prosperity. This 

understanding empowers us to participate actively in shaping a future that is 

equitable, resilient, and sustainable for all. 

 

MULTIPLE CHOICE QUESTIONS 

1. What is the primary focus of ethical finance?​

 a) Maximizing short-term profits​

 b) Considering environmental, social, and governance (ESG) factors in financial 

decisions​

 c) Avoiding any investment risks​

 d) Investing only in technology companies 

2. Which of the following is NOT one of the 17 Sustainable Development Goals 

(SDGs)?​

 a) Climate action​

 b) Gender equality​

 c) Cryptocurrency adoption​

 d) Quality education 

3. What is ‘transition finance’?​

 a) Financing for companies moving from fossil fuels to renewable energy​

 b) Investing only in fully green companies​

 c) Loans for startups regardless of sustainability​

 d) Government subsidies for all companies 

4. Why is long-term impact important in ethical finance?​

 a) It helps companies focus only on profits​
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 b) It ensures financial decisions support social and environmental well-being over 

time​

 c) It guarantees immediate returns on investments​

 d) It eliminates all risks 

5. What role can individuals play in promoting ethical finance?​

 a) Only large investors can make a difference​

 b) Consumers, investors, and professionals can all make ethical choices that 

influence the system​

 c) Ethical finance is irrelevant to everyday life​

 d) Only governments are responsible 

6. When evaluating a company’s ethical responsibility, which factor is most 

relevant?​

 a) How much profit it makes quarterly​

 b) Its transparency about social and environmental practices​

 c) Its advertising budget​

 d) The popularity of its products 

7. Which action aligns best with supporting the SDGs through finance?​

 a) Buying fast fashion from cheap online stores​

 b) Investing in companies with poor labor practices​

 c) Supporting brands that prioritize fair wages and sustainable sourcing​

 d) Avoiding any financial decision 

8. What does ESG stand for in ethical finance?​

 a) Economic, Social, and Growth​

 b) Environmental, Social, and Governance​

 c) Energy, Sustainability, and Government​

 d) Equity, Security, and Green 
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9. Which financial action directly supports climate change mitigation?​

 a) Investing in coal and fossil fuels​

 b) Purchasing products with high carbon footprints​

 c) Funding renewable energy projects​

 d) Ignoring environmental impacts 

10. Who is often excluded or disadvantaged by traditional financial systems?​

 a) Large multinational corporations​

 b) Communities with limited access to banking and credit​

 c) Wealthy investors​

 d) Government institutions 
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ANSWERS 

Entrepreneurship: 1B, 2C, 3B, 4B, 5C, 6C, 7D, 8B, 9C, 10C 

Budgeting: 1C, 2B, 3B, 4C, 5C, 6B, 7B, 8B, 9B, 10C 

Business Planning: 1B, 2B, 3C, 4B, 5B, 6B, 7A, 8B, 9B, 10B 

Taxes: 1B, 2B, 3C, 4B, 5C 

Credit, Loans, and Interest Mechanisms: 1B, 2C, 3B, 4C, 5C, 6B, 7C, 8C, 9B, 10D 

Investments and Risk: 1B, 2C, 3C, 4C, 5B, 6B, 7B, 8C, 9B, 10B, 11C, 12C, 13C, 14C 

Ethical and Sustainable Finance: 1B, 2C, 3A, 4B, 5B, 6B, 7C, 8B, 9C, 10B 
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