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GET PROTECTED

Life is a risky business. Every day, all around us, terrible things
are happening. Some of these terrible things happen to posses-
sions. For instance:

=» houses burn down

=¥ cars crash

=» roofs are blown off

=» holidays are cancelled because of strikes
=¥ bicycles are stolen.

Some of these terrible things happen to people. For instance,
people:

= fallill
=» get hurt in accidents
=» die.

Obviously, some of the terrible things that can happen are
worse than others.

Having your bicycle stolen is hardly as serious as breaking
a leg and nowhere near as bad as dying. Every terrible thing
that happens, however, will have financial consequences. For
instance:

=» If you own something that is lost, damaged or stolen, you
will have to spend money to replace it.

=» If you are ill or have an accident, you may be off work and
unable to pay for all your living expenses.

=» If you die (especially when you are older and have a
family), you may leave people behind who were depending
on you to support them.
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GET PROTECTED

The idea of insurance is to make sure that, when something
terrible happens, money is there to protect you from the finan-
cial cost. It works like this:

=» Every year you pay money to an insurance company.
This money is called the ‘annual premium’ or just the
‘premium.

=» The amount you pay will depend on what you want
insurance for. The cost of insuring a house from being
burned down, for example, is much higher than the cost of
insuring a bicycle from being stolen. There are many sorts
of insurance available.

=» If whatever you have insured yourself against happens,
then the insurance company will pay you an agreed
amount of money, for instance enough money to rebuild
your house or buy yourself another bicycle.

Broadly speaking, insurance divides into two types:

1. ‘General insurance. This pays out when something
happens to possessions, such as cars, homes, pets, motor-
bikes, valuables and so forth. It also includes things like

holiday insurance and accident insurance.
2. ‘Lif¢’ insurance. This pays out when people fall very ill or die.

Examples of general insurance
Extended product warranties
When you buy something, the law protects you if it breaks

down or is faulty — often even if it is second-hand. But your
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protection — which is called a ‘warranty’ — only lasts for a set
period of time: usually a year for new items. If you want, you
can pay to make the warranty last for a longer period of time,
say three years. This type of insurance tends not to be good
value for money. Don’t let a salesman talk you into it unless
you are really certain you want it.

Home contents cover

As its name suggests, this insurance pays out if anything in
your home — the contents, in fact — is lost, damaged or stolen.
This is important insurance to have. Also, it often protects your
possessions when they are out of your home. For instance,
most policies cover bicycles. Whether you rent or buy your
home, it is worthwhile to arrange home contents insurance.

Buildings cover

This type of insurance protects the ‘fabric’ of your home — the
walls, ceilings, roof, windows, floors and so forth — against
damage or total loss as a result of a fire, flood or some other
disaster. If you rent your home, you don’t have to worry about
buildings cover — it is for the owner to arrange.

Private medical insurance

Although most medical treatment is available free from the
National Health Service (NHS), it is possible to arrange private
care. This means you choose when and where you are treated
and by whom. To help pay for this it is possible to take out
private medical insurance.

Motor cover
This protects your car in the event of an accident or theft.
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See the special section for more information.

Motor breakdown cover

If your car breaks down, this insurance pays for a mechanic to
come and look at it and, if necessary, for a tow-truck to take
the car (and you) home. It is offered by organisations such as
the RAC and the AA.

Other types of cover

Other sorts of protection include motorbike cover (if your
motorbike is damaged or stolen), caravan cover (if your
caravan is damaged or stolen), boat cover (if your boat is lost
or stolen), pet protection cover (to pay for your pet’s vet bills),
travel cover (protecting you when you go overseas) and dozens
of other specialist insurance plans.

Buying car insurance

The good news is that once you turn 17 you can apply for a
provisional driving licence, allowing you to learn to drive.

The bad news is that when you are behind the wheel of
anything other than a driving-school car you are going to
need special car insurance. And car insurance for anyone in
their late teens or early 20s — with or without a full licence
— is very, very expensive. In fact, it is not unheard of for the
insurance to cost more than a decent second-hand car.

Happily, however, there are things you can do to bring
your insurance costs down.

207

Teenage_BLUE_AS_CYANPt3.indd 207 4/10/07 12:31:39



GET PROTECTED

Car insurance made simple

Car insurance is there to protect you from the financial
consequences of having a car accident. It means that if you
are unfortunate enough to be responsible for a car crash
you won’t have to put your hand in your pocket. And, if
someone else is responsible, you won’t have to chase him
or her to pay for the damage they have caused.

There are two different types of car insurance.

1. Third-party, fire and theft
Third-party, fire and theft insurance provides you with
three different type of protection.

First of all, and most importantly, the ‘third party’ bit
covers any claims made against you if you (a) injure or kill
someone, (b) damage or destroy someone else’s car and/or
(c) damage or destroy someone else’s property while you
are driving. Don’t ever be tempted to drive without third-
party cover. Not only is it against the law (there’s a fine of
up to £5,000 and you could lose your licence) but also if
you have an accident you will have to pay for any damage
or compensation yourself.

Secondly, the ‘fire’ bit pays out if your car is damaged or
destroyed by fire.

Finally, the ‘theft’ bit pays out if your car is stolen or
damaged following an attempted theft.

Third-party, fire and theft insurance is the least expen-
sive car insurance you can buy.
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2. Comprehensive
Comprehensive insurance includes third-party, fire and
theft cover plus it will also cover damage to your own car
as a result of an accident.

Some comprehensive insurance includes extra benefits,
such as:

=» replacement windscreen or windows if yours get
damaged

=» the cost of any medical expenses if you or anyone trav-
elling with you is injured while in the car

=» areplacement car if your car is in the garage being
repaired

=» alump sum of money if you die or are injured while
using your car.

Comprehensive insurance can be quite a bit more expen-
sive than third-party, fire and theft cover.

Check you are covered before you get

behind the wheel

If you are learning to drive in someone else’s car or —just as

importantly — if you have passed your test and plan to drive

someone else’s car, MAKE SURE YOU ARE INSURED.
With most car insurance you have to be what is called a

‘named’ driver before you are allowed to drive someone

else’s car. This means the insurance company has added

your name to the insurance policy.
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Insurance doesn‘t provide
total cover

It would be very rare for anyone making a claim on
their insurance to receive every penny they ask for.

This is because most policies have something
called an ‘excess’. This is an amount of money that
the insurance company expect you to pay if there is
a claim. Suppose your excess is £100. If you put in
a successful claim for £500 of damage, you will get
£400 — that's £500 less the £100 excess. The bigger
the excess, the less expensive the insurance.

You should also be aware that an insurance
company'’s idea of what a car is worth and your own
may differ. If you make a claim, expect at best to
receive the car’s ‘market value’, which is the same
as its second-hand value. If you want to insure your
car for what you paid for it (a good idea if you've
borrowed money to buy it), you can take out some-
thing called Guaranteed Asset Protection (GAP)
insurance.

How to keep the cost of car insurance down

The car insurance market is extremely competitive and
so shopping around can make a huge difference to your
annual ‘premium’ — which is what the bill for insurance
cover is called. You must, however, be patient. Whether
you search for a cheaper quotation by telephone or online,
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you will have to answer the same questions over and over
again. In theory, an insurance broker should be able to
find you the lowest price, but in reality many of the ‘direct’
insurance companies (so called because they only deal
direct with the public) may be cheaper. If you want names
of car insurance companies, try the national press and also
your local Yellow Pages.

Asayoungdriver it will be cheapest for you to be included
on another, more experienced driver’s policy. While being
included on, for instance, your parents’ car insurance may
save you money, you should bear the following in mind:

=» If you have an accident and make a claim, the cost of
insurance is likely to go up for whoever’s car you were
driving.

=» Insurance companies reward drivers who don’t
make claims by cutting the cost of their next year’s
premiums. So if you have the insurance in your own
name and don’t make a claim for two or three years,
the cost of your cover will fall. Whereas, if you are
included on someone else’s policy, you won't see the
benefit of your safe driving.

Finally, some insurers will offer you extra savings if you
take the advanced driving test offered by the Institute of

Advanced Motorists or if you participate in the Pass Plus
scheme designed by the Driving Standards Agency.
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Shopping for cheaper car insurance

When shopping around for cheaper insurance, it

is worth remembering that insurance companies
decide on the cost on the basis of how likely they
think it is that you will make a claim. Some of the
things that push the price of car insurance up include:

=» your age: younger people have more accidents

=» keeping the car in a city where there is more
chance of an accident and more chance of it
being stolen

=¥ leaving the car on the street overnight: cars
locked up in garages are less likely to be stolen

=» fast and/or expensive cars: the bigger and more
luxurious the car, the more your insurance will
cost you; sports cars are also more costly to
insure, especially if you are young

=» insuring the car with comprehensive cover:
third-party, fire and theft is cheaper

=» making claims on your insurance policy.

The financial benefits of driving safely
Car insurance companies reward careful drivers with extra
discounts on the annual cost of cover.

This discount is called a ‘no-claims bonus’ because you
have to make no claims to the insurance company to
receive it.
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Every year that you don’t make a claim, your bonus gets
bigger. After one year without a claim you will have a one
year’s no-claims bonus, after two years you will have a two
years’ no-claims bonus and so forth, until after five years
when you will have what is called the ‘maximum no-claims
bonus.

A no-claims bonus can be a very valuable thing to have
because it can bring down the cost of cover by up to three-
quarters. So a £500 annual premium could cost you just
£125.

After you have built up a few years’ no-claims bonus,
some car insurance companies will let you protect it by
paying a little bit extra. If you have protected your no claims
bonus in this way, you keep your no-claims discount even
if you have an accident and make a claim.

Getting your car insured is a seven-step process
These are the different steps you will have to go through
to get cover:

1. Draw up a list of all the insurance companies you
want to get a quote from. Decide if you want third-
party, fire and theft or comprehensive cover.

2. Telephone the insurance companies or visit their
websites and supply details of your car and other
information.

3. Choose the cheapest quotation — making sure you are
comparing ‘like for like’

4. Complete an application form. This will either be
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posted to you or will be on the insurance company’s
website.

5. Once your application has been submitted and
accepted, you are usually covered immediately. You
will be sent something called a ‘cover note’ to prove
you have insurance.

6. Within a few days you will receive a pack containing
your certificate of insurance and other information.

7. You usually have a choice of paying in one lump sum
or over a few months. If you pay over a few months,
it will probably cost you more.

Tell the truth!

When buying insurance, it is important to tell the
truth. If you don't, and the insurance company find
out, they may refuse to meet a claim and could
withdraw your cover. Without insurance you will be
responsible for paying out any claims against you.
Also, you risk being taken to court by the police.
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Protecting your most valuable assets

Mark Twain, a long-dead American writer, famously said: ‘lies,
damned lies and statistics’ — and it is difficult to argue with
him.

Statistics — a way of looking at things in terms of numbers
— can be twisted to mean almost anything.

Still, there is no getting around certain facts. Every year an
enormous number of people in Britain find themselves facing
personal crises of one sort or another. Let me give you a few
examples:

=» Almost one in five working-age households (that’s a total
of 3.4 million homes) include someone who is currently
unemployed. In 2005 alone, 562,000 people were made
redundant.

=» One in three people will be diagnosed with cancer at some
point in their life.

=» Every two minutes someone in the country has a heart
attack.

=» Every adult in Britain is five times more likely to suffer a
serious disability than die before the age of 60.

=» 1,800,000 people in Britain are already disabled and have
been unable to work for 12 months or more.

When anything dreadful happens — for instance not having a
job, serious illness, an accident or (tragically) death — the last
thing anyone wants is to have to think about money. Which
is why, once you start working or taking on responsibilities,
you should consider protecting yourself and your family from
money worries.
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How insurance can protect you and your family

There are two important situations where insurance could
protect you (and your family should you have one) from
money worries:

1. If you lose your income. Suppose you couldn’t work
because you were ill, had an accident or lost your job.
How would you meet all your living expenses?

2. Death. Suppose you died, leaving behind a family or
others who depend on you. How would they cope for
money without you?

If you lose your income

If you can’t earn money for reasons that are beyond your
control (illness, an accident or redundancy — when you lose
your job through no fault of your own), you will have to rely
on your savings, your family, your employer (if you have one)
and/or the state to support you. This may be fine, and then
again it may not. This is why many people decide to take out
some sort of income-protection insurance. Here is a brief
summary of the two main sorts of policy on offer:

1. Critical illness cover.

You are more likely to suffer from a serious disease or life-
threatening illness before you reach retirement than you are to
die. Critical illness cover will protect you from this by paying
you a lump sum if you contract cancer, heart attack, kidney
failure, major organ transplant, multiple sclerosis, a stroke or
various other conditions.
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2. Income-protection insurance.
There are a number of options:

=» Mortgage payment protection. This will pay your mortgage
for you if you are unable to work due to a major illness,
accident, unemployment or failure of your business.

=» Credit or payment protection insurance. This is like
mortgage insurance but for credit-card, personal-loan
and other debts.

=» Accident, sickness and unemployment cover. This pays out
under similar circumstances to mortgage payment protec-
tion — but there are no conditions attached to the money
you receive.

=» Permanent health insurance. This pays out if you can’t
work because of illness or an accident and you receive the
money until you recover, resume work or retire.

If you (or your partner) should die
There are, basically, two types of life cover designed to pay out
money if the policyholder — the person insured — should die:

=» Term cover. This pays out a lump sum if you die before the
term (usually 10, 15 or 20 years) of the policy is up. If you
live, you don’t get a penny back.

=» Whole-of-life cover. This protects you for the whole of
your life — not just a limited term — and as a result it is
much more expensive since the insurers know they are
going to have to pay out one day!
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Once you turn 18 you should
think about writing a will

A will is a legal document that explains what you want
done with your things after you die. It is the only way to
make sure that the assets (your possessions) that you
leave behind — including any life cover — end up with
whoever you want to have them. When someone dies
without writing a will, the result is months — if not years
— of financial confusion and uncertainty. You can buy a
will-writing pack from most major stationers or you can
talk to a solicitor.

'| Insurance means that when something
terrible happens money is there to cover
the financial cost.

2 Insurance companies reward drivers who
don’t make a claim by cutting the cost of
their next year’s premiums.

3 When you start to take on family respon-
sibilities, remember the value of protecting
them — and yourself — with some inexpen-
sive life cover.
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HOW TO RETIRE EARLY AND RICH

You would have to be mad to think about something that isn’t
likely to happen for at least 40 years.

Or would you?

The ‘something’ I am talking about is how you will manage
for money when you retire — by which I mean give up work.

And T can offer you three very powerful reasons why you
should spend a few minutes thinking about it sooner rather
than later:

1. You could live for a long, long time after you stop
working. It isn’t unusual for people to be retired for 30
years or more.

2. You can’t rely on anyone else. The state pension system
and many of the private pension schemes are in a mess
and the situation is getting worse. Even what pensioners
get today — which isn’t much — may seem like a lot of
money by the time you retire.

3. You will save a fortune if you start planning in your early
20s. Or, to put it the other way around, if you don’t plan
for your retirement in good time, you may have to carry
on working until the day you die.

If this all strikes you as a bit negative and off-putting, here is
another way to look at it:

With a little thought, you could easily be rich
enough to stop working and spend your life
doing exactly what you want while you are still
young.

Right now, all you need to do is understand why it is impor-
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tant to plan for retirement, some of the options available to
you and when you should take action.

A quick guide to the key terms

Retired. When you stop working full time, you are
‘retired’ or 'in retirement’.

Retirement age. This is the age when you can claim a
state pension — currently 65 for men and between 60
and 65 for women, though by the time you retire it will
be much higher.

Early retirement. Early retirement is if you retire before
the retirement age.

Pension. This is money paid to you once you have retired.

State pension. This is money paid to you by the state
after you reach the retirement age.

Private pension. If you make your own pension arrange-
ment (basically, if you save money for when you are
older in a pension savings scheme), this is called a
private pension.

Company pension. If your employer agrees to pay you
a pension when you retire, this is called a company
pension.
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What will happen if you do nothing?

If you (or your employer) don’t make financial plans for your
retirement, you will have to rely on the state. It is anyone’s
guess what that will mean by the time you reach the retirement
age. If you were a single person retiring tomorrow, your basic
state pension would be £84.25 a week.

£84.25 a week is not much money to pay for food, rent,
electricity, telephone, gas, heating, clothes and entertainment.
True, today’s pensioners are entitled to other benefits and do
get various perks — such as free or discounted travel on public
transport — but, unless they have savings or some other sort of
pension, they can expect to live in poverty.

A crisis in the making

You may have noticed references in the newspapers and on
television to the ‘pensions crisis. This crisis is made up of a
number of different elements.

First of all, the government has promised millions and
millions of public sector workers (basically people who work
for the state, like teachers and civil servants) that when they
retire they will receive a pension linked to their earnings. This
would be fine, except that the state hasn’t put aside the money
to pay for this.

Secondly, many private and company pension schemes have
made a similar mistake. They haven’t put aside enough money
to pay future pensioners as much as they have been promised.

Thirdly, people in the UK are having fewer children and are
living longer. More old people means the state will have to find

222

Teenage_BLUE_AS_CYANPt3.indd 222 4/10/07 12:31:42



HOW TO RETIRE EARLY AND RICH

more cash to pay them a pension. Less young people means
less tax will be collected to help pick up the pensions bill.
You can see why it is called the pensions crisis!

Save yourself!

The pensions crisis, like the damage we are doing to the envi-
ronment, or terrorism, is going to be something you hear a lot
about as you grow older.

The only way to be certain you don’t get caught up in it is
to make sure that by the time you come to retire you are rich
enough not to have to worry.

Free money

Happily, it isn’t all bad news when it comes to pensions. In
order to encourage you to save for your retirement, the state
will top up any money you put into a pension plan. They do
this through the tax system. In practical terms, it means that
if you pay income tax at, say, 22%, every £1 you put into your
pension plan will only cost you 78p. If you pay income tax at
40%, every £1 you put into your pension plan will only cost
you 60p. This tax break is, basically, free money.

What's the difference between a
pension plan and a savings plan?

A pension or retirement plan is a way of saving money specifi-
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cally for your retirement. What makes it different from an
ordinary savings plan is that you will receive help from the
taxman (see above). In exchange, however, access to your
savings will be restricted. How restricted? Well, it will vary,
but typically you won’t be able to touch any of the money you
have saved until you reach a minimum age (usually 55) — and
even then you won’t be able to get your hands on all of it as a
tax-free lump sum. For this reason you shouldn’t put all your
savings into your retirement plan when you are young.

Developing a pension plan

You may be wondering exactly how you should set about the
business of saving for your retirement. The answer is you need
to develop a plan. A good plan might be to:

=» build up an emergency fund of cash

=» save enough money to use as a deposit to buy a home

=» (once you have savings and you've started to buy your
home) start a pension plan

=» aim to have your home loan paid off as soon as possible
— well before you plan to retire.

Choosing a pension plan

Choosing a pension plan is a complicated business. It will
depend on a huge number of issues, including:

=» whether you work for yourself or someone else
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=» whether your employer is going to arrange a pension for
you

=» the value of your employer’s pension

=» what you are entitled to from the state

=» how well off you are

=» when you want to retire

=» how much money you will need when you retire.

When the time comes, you should definitely take professional
advice.

Although a pension plan has a lot of extra rules because of
the tax savings it offers, in most other ways it is like any sort of
investment. The money you put into your pension plan will be
invested in anything from stocks and shares to property.

Don’t be an ostrich

If you want to build up enough wealth to make sure you can
give up work at a reasonable age and never have to worry
about money, then don’t forget about pension planning. And,
in particular, don’t act like an ostrich when it comes to the
pensions crisis. To guarantee yourself a comfortable retire-
ment you need to start planning early.
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'| With a little thought — and planning — you
could easily be rich enough to stop working
while you are still young.

2 The sooner you start planning for your
retirement, the cheaper, faster and easier it
will be.
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There are lots of people you can turn to if you want help with
your money.

In fact, if you announce you are looking for financial advice,
you will quickly find yourself knee-deep in experts offering
you assistance.

Finding someone both knowledgeable and trustworthy to
advise you, however, is not easy.

There are various reasons for this, but it boils down to the
fact that almost every expert is also a salesperson.

Just because someone is interested in selling you something
doesn’t mean he or she won’t be of use to you. Money experts
have to make a living, after all, like anyone else.

But it will pay you to be cautious.

What help do you actually need?

Before looking for help, you should decide what your problem
actually is.
Some problems are very specific, such as:

=» finding the money to go to university

=» wanting the cheapest loan to buy a car

=» needing a safe home for your savings.

Other problems are more complicated and might involve:
=¥ getting out of debt

=» investing a lump sum for the best growth
=» choosing the right insurance protection.
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You may also want more general advice, such as how to plan all
your finances to best advantage.

Do your homework

Once you have worked out what sort of money help you are
looking for, you should do a bit of homework.
Let’s look at a couple of examples.

Ellen is looking for a loan to buy a car, so she:

=» visits several high-street banks and building societies and
picks up leaflets for car loans and checks what rates they
are offering

=» looks on the Internet to see what direct deals are available

=» checks the ‘best buy’ columns of the newspaper (or online)
to see what the cheapest deals in the market are.

Before she speaks to anyone about her needs she has a broad
idea about the sort of products available.

Harry has got himself into debt and is having trouble making
his monthly repayments, so he:

=¥ visits his local library to see what books they have on the
subject

=» looks on the Internet for tips

=» requests information from various charities offering help
to people in debt.
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Before he looks for advice he has a broad idea about the different
options open to him.

Don‘t be a (knee) jerk

Most people will spend a lot of time shopping for some-
thing they want to buy — whether it is a CD, clothes,

a computer or a car — but no time at all shopping for
financial products such as loans or insurance. What's
more, they make one-off financial decisions.‘'Oh, | am
buying a home: I'd better get a mortgage.’ This knee-jerk
approach to money is very expensive. If you want the
right product for your needs, and if you don’t want to
waste your cash, then plan ahead.

Money experts come in all shapes
and sizes

Money experts come in all shapes and sizes. Here is a quick
guide to who they are and what they do.

Who: People working behind the counter in banks, building
societies and other financial institutions.

What: They will have limited knowledge — mostly about the
products and services their employer offers, which they will
try and sell to you.
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Who: The more senior managers and salespeople employed by
banks, building societies and other financial institutions.
What: They should be quite knowledgeable. Naturally, however,
they will try and steer you to a product or service offered by
their employer.

Who: Telesales staff who arrange insurance and other quotes
by telephone.

What: They will probably have very limited knowledge. All
they want is to sell you their employer’s product.

Who: Salespeople who work for one particular financial insti-
tution — such as an insurance company — or for a handful of
such institutions.

What: Whatever knowledge they have is likely to be useless to
you because they are out to sell you products supplied by their
employer.

Who: Independent Financial Advisers (IFAs) trained to advise
you about all aspects of your finances.

What: They should be knowledgeable and are obliged, by law,
to give you the ‘best’ advice.

Who: Chartered Accountants trained to advise you about all
aspects of your tax and finances.

What: They should be very knowledgeable and are profession-
ally qualified.

Who: Experts working for charities and non-profit-making

organisations whose only interest is in helping you.
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What: They are a very useful source of advice and there is no
chance of them trying to sell you anything.

Get the right person for the job

Here are some tips to make sure you get the right person for
the job:

If you know exactly what you need ...

If you know exactly what you need — such as a bank account
or car insurance — then just search out the best deal and buy
direct.

If you have a problem ...

If you have a problem — such as too much debt — then you
should talk to one of the charities or non-profit-making
organisations listed at the end of this chapter.

If you want reliable advice ...

If you want reliable, expert advice and money planning, then

your best option is to talk to an Independent Financial Adviser.
You'll find some tips in the special section below.

Three things to look out for

Here are three things you want in an adviser.

1. You want them to be really knowledgeable. He or she
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should have proper qualifications. He or she should
also have experience.

2.You want them to be independent. He or she
shouldn’t work for just one financial institution or
even just a few financial institutions. He or she should
be free to give you the best advice.

3. You want them to be trustworthy. He or she should be
officially recognised (the term is ‘authorised’) by law
to advise you. This means they must be ‘regulated’ (in
other words, closely watched) by the Financial Services
Authority (FSA).

How to make sure you get
the ‘best’ advice

The only place to go for impartial money advice is an Inde-
pendent Financial Adviser (IFA) authorised by (in plain
English, supervised by) the Financial Services Authority (FSA).
An TFA has to pass a lot of exams to prove he or she under-
stands every aspect of personal finance. He or she must have
a really detailed knowledge of insurance, loans, mortgages,
investments and banking. What’s more, by law, he or she must
give you something called ‘best advice’. This means that he or
she must guide you to the best solution for your needs.

IFAs usually don’t charge for their services but get paid
for introducing your business to a financial institution. For
instance, if an IFA arranges some insurance for you, the insur-
ance company will pay him or her commission (basically an
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amount of money linked to how much you have to spend on
the insurance). However, some [FAs will agree to give you back
this commission in exchange for an hourly fee.

You should never, ever take advice from someone who isn’t
authorised by the FSA.

Free advice!

There is plenty of free advice available:

=» charitable and not-for-profit organisations like Citizens
Advice

=» magazines and books available from any library

=» articles in newspapers

=» on the Internet

=» from the government and also from the Financial Services
Authority.

Some useful sources of
information and help

Citizens Advice will provide you with free legal and financial
help. Their website (www.adviceguide.org.uk) is packed with

useful information, or look in the telephone book for your
nearest branch.

Which? is a registered charity that helps consumers. It
publishes a range of magazines and books — often available in
public libraries — and there is also lots of information on their
website (www.which.co.uk).
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The government has created a special website (www.direct.
gov.uk) to help you find information about your rights (as
well as the law) quickly and easily.

The Financial Services Authority is in charge of policing
the financial services industry and also provides lots of useful
information on their website (www.fsa.gov.uk).

Moneyfacts (www.moneyfacts.co.uk) is one of several
websites that will guide you to the best bank account, best loan

or other financial product.
Ask Self (www.AskSelf.co.uk) is my own website. It includes

lots of extra articles — including one on starting your own busi-
ness — together with a competition and study notes.

'| Do your homework before you buy any
financial product — it will save you a great
deal of money.

2 If you have any money problems or ques-
tions, make the local Citizens Advice Bureau
your first port of call. The service is excel-
lent and free.
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Annual Equivalent Rate
(AER), 121

Annual percentage rate
(APR), 103

Annuity, see Mortgages

Asset, definition of, 56

Automated Teller
Machine (ATM), 77,

126, 127

Bank, 79-83
choosing a, 82-83
deposits, 81
drafts, 82
statements, 7980,

(figure) 88
withdrawals, 82

Banking, 70-89

alternatives to banks,
70

benefit of bank
account, 70

current accounts
73-74

list of banking terms,
75-89

online banking, 80

phone banking, 80

Barter, 26-27

Base rate, 105

Benefits, 155-161
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Benefits cont.
Child Tax Credit, 159
Council Tax, 157
disability, 156
Educational
Maintenance
Allowance (EMA),
155-156
housing, 157
Income Support, 157
Jobseeker’s Allowance,
158-159
Learner Support
Fund, 156
Maternity Allowance,
159
Transport Support
scheme, 156
useful contacts, 160
Working Tax Credit,
157
Blue chip, definition
of, 194
Borrowing, see Loans
Branding, price of, 45
Budgeting, 60—66
benefits of, 61
example of, 61-62
students and, 137-139
useful tips, 62-63
Buffett, Warren, 23

Capital gains tax, 153
Capital, 55-56, 190
Car insurance, 206-214
Cash cards, see Debit
cards
Chancellor of the
Exchequer, 154
Cheques, 74, 75-76,
(figure) 86
Child Tax Credit, 159
Citizens Advice, 160,
169, 234
Completion, 175
Compound interest, see
Interest, compound
Corporation tax, 155
Council tax, 134
Cover note, definition
of, 214
Credit cards, 92-100,
(figure) 99-100, 107
benefits of, 98-99,
127
disadvantages of,
92-93, 94, 95-96,
97,107,128
travel and, 126, 127,
128
Currency, 124-125
Current accounts, see
Banking
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Debit cards, 79
travel and, 126
Debt (see also Loans),
178-185
consolidation of, 183
example of, 229
how to get out of,
181-185
sniper approach to,
184
useful contacts, 185
Deposits, 79, 119-120
Direct debits, 78-79
Disability benefits, see
Benefits
Diversifying, definition
of, 190
Dividend, definition
of, 195
Dividend yield, 197

Employment, see Work

Euro, countries that use
the, 129

Excess, definition of,
210

Exchange of contracts,
175

Financial planning (see
also Money plan), 33
Financial services, 71,
230-235
examples of, 71
Financial Services
Authority (FSA),
233-234, 235
Fixed rate, 105, 171

Gearing, 48, 56-57
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Gross income, 168

Guaranteed Asset
Protection (GAP), 210

Guaranteed returns,
definition of, 192

Hard currency,
definition of, 125

Healthcare, 157-158

Her Majesty’s Revenue
& Customs (HMRC),

154

Hire purchase, 107

Houses (see Mortgages)

Housing Corporation,
169

Income (see also
Capital), 55-56
Income tax (see Tax)
Independent Financial
Advisers (IFAs), 231,
232-234
Individual Savings
Accounts (ISAs), 121,
199
Inflation, 54-55
Insurance, 204-218
excess, 210
motor, 206-214
premiums, 205, 210
student, 139
travel, 127
types of, 205-207,
216-217
Interest, 51-54
compound, 52-54,
117-118
credit-card, 94
rates, 121,171, 172

Investing, definition
of, 188
Investment (see also
Saving and Stocks and
shares), 188-202
alternative types of,
200-202
diversification of,
190
mistakes to avoid,
192
risk and, 189-190
types of, 188, 193—
202
Investment Club, 199

Jobseeker’s Allowance,
158-159

like for like, 43,213
Liquidity, definition and
types of, 191
Loans (see also
Mortgages and Debt),
102-113
benefits of, 104—105
disadvantages of,
103-104, 178
example of, 229
rates of, 103
secured, 167
students and, 136—
137
tricks of the trade,
109-113
types of, 106-108

Managed funds, 198-199
Maslow, Abraham 21-22
Minimum wage, 144
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Minimum-payment
trap, 109-110
Money, 26-29
cashless society, 29-30
electronic, 29
history of, 26-27,
28-9
list of experts, 230—
232
represents labour, 28
travel and see Travel
and money
Money management
39-46, 45-46
salespeople’s tricks,
43-44
Money plan, 32-46
examples of, 34-38
key elements of, 34
Moneylenders, 108
Mortgages, 166—175
annuity, 170-171
benefits of, 167
completion, 175
deposits, 168-169
exchange of contracts,
175
Housing Corporation,
169
interest only, 171
interest rates, 171-172
other costs, 170
rates of, 168
repayment, 170-171
secured loan, 108, 167
term, 167
tips, 172-173

Named driver,
definition of, 209
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National Insurance

(Contributions; NIC),
143, 144, 146, 153

National Union of
Students (NUS), 140

Negative equity,
definition of, 56

No-claims bonus,
212-213

Online banking, 80
Overdrafts, 80, 106

Past performance,
definition of, 192
Pawnbrokers, 107-108
Pawning, definition
of, 108
Pay As You Earn
(PAYE), 146, 154
Payslip, 148-149,
(figure) 150-151
Pensions (see also
Retirement), 220-226
crisis, 222-223
key terms, 221
tax and, 223
Pension plan, 223-225
Percentages, 49-51
Personal allowance,
144
Personal Identification
Number (PIN), 77-78
Phone banking, 80
Pooled investment,
197-199
Premium Bonds,
120-121
Premium, insurance,
205,210

INDEX

Price earnings ratio
(P/E), 197
Property (see also
Mortgages), 166-175
example of buying,
173-175
ladder, 166

Repayment mortgage,
170-171
Retirement (see also
Pensions), 220-226
key terms of, 221
Revolving credit, 108

Saving (see also
Investment), 42—43,
116-121, 188-202
benefits of, 116-117,
191
compound interest
and, 117-118
disadvantage of, 191
tax and, 118
Secured loans, 108, 167
Self-assessment,
154-155
Share price, 197
Shares (see Stocks and
shares)
Shop loans, 106
Shopping, careful, 39-46
Standing orders, 78
Stockbroker, 195-196
Stocks and shares (see
also Investment),
193-199
definitions of, 194
disadvantages of, 198
picking, 195
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Stocks and shares cont.
pooled investment
and, 198-199
Store cards, 97-98, 107
Student insurance,
139
Student Loan Scheme,
135-136
Students, 132—-140
budgeting checklist,
137-139
cost of being a, 132—
135
cost of housing,
133-134
financial aid for,
135-136
loans for, 136-137
money and, 132-140
tax and, 147-148
tips for, 139-140

Tax, 144—-155
avoidance, 152
capital gains, 153
code, 148
corporation, 155
council, 134
evasion, 152

Tax cont.
income, 153
loophole, 152
National Insurance
(see National
Insurance)
PAYE and, 146, 154
pensions and, 223
rates of, 144
saving and, 116
self-assessment,
154-155
students and (see
Students)
types of, 153-154
value added, 153
year, 146
Term loans, 106, 167
Travel and money,
124-130
cash and, 126, 127
credit cards and, 126,
127,128
debit cards and, 126,
127
tips, 124, 127-128
Travel insurance, 127
Travellers’ cheques,
125-126, 127,128
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Unit trusts, 198—199
Utility bills, definition
of, 134

Value added tax (VAT),
153

Value for money (see
also Money manage-
ment), 4041

Variable rates (see also
Interest and also
Loans), 105, 110

Vendor, definition of,
174

Warranty, definition
of, 205-206
Wills, 218
Withdrawals, 82
Work (see also Tax),
142-161
minimum wage, 144
payslip, 148-149,
(figure) 150-151
your rights at, 142—
144
Working Tax Credit,
157
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