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A) Personal Life Cycle

Income

Pocket money, gifts

Pocket money,
part-time job

Junior-position job,
apprenticeship

Birth and infant

Expenditure

Legally defined
as a child untl
18 years old

Coing out, clothes, music

Textbooks, going out, car,
travel, rent, bills

Financial Capability
is the ability (knowledge &
skills) to be able to look after
your finances and become
independently secure by
making good financial
decisions at what ever stage
you are in the life cycle.



Income

Promotion/change in job
for increased salary

Promotion/change in job
for increased salary

Pension, savings,
investments

Manm! adult

I* 3

Middie to Iate middle age

Expenditure

Rent/mortgage,
investments, saving for
pension

Children, investments

Holidays, investment, new
interests, long-term care /
retirement home

Funeral costs, paying off
outstanding debts,
inheritance tax

At what stage do
you think people
make the best
financial
decisions?

APPLY NOW

Representative 39.9% APR (variable)




Figure 11.4 Comparing income and expenditure over time and taking life

events into account
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B) Impact of personal Financial Choices

. . . We all have particular needs and wants.
Case study: Richard Baker’s financial past P

B Our needs are the things that are essential to our survival - food, water,
/;{_ hard \ shelter, clothing and warmth.
ichar

B Our wants are all of the things that we would like to have, but which are

As soon as | got my first full-time job, | also got . .
g y ] 9 not essential to our survival - such as a car or telephone.

my first credit card. | bought whatever | wanted
< with it - clothes, video games, nights out and a - ' nore o ' S !

watch. Before | knew it, | had a debt of £2,000.
| could only afford to repay £100 a month. Even

though | borrowed no more money on the credit Wants or Needs?
card, it took me more than two years to repay . . . "
that debt. The interest rate was 19% a year and A derlng licence A want or a need”
| ended up paying £383 in interest charges. An iphone8 A want or a need
Everyone | know has to borrow money to buy a
car or to buy a home, so debt itself isn't a bad A Car A want or a HGEd?
thing. But being unable to repay a debt is a To own your own property A want or a need?
worry, so now | make sure | can afford the
\repavments before | borrow. /
7.1 Money management What is bad debt?

How individuals manage their money is closely connected to the economic
system as a whole. Both good and poor personal financial choices have

particular effects on the economy and society. Is a student loan bad debt?
+" The main effects of good financial choices are:
B less ‘bad debt’ in the economy; HOW about a mortgage?

B less borrowing overall; and

What about a Store Card?



7.2 Good personal financial choices

Making good personal financial choices means living within your means,
borrowing only money that you can afford to repay and putting money aside
for emergencies or future needs. The Financial Services Authority (FSA,
2006) - now replaced by the Financial Conduct Authority (FCA) - identified
five components of financial capability or good financial management, as
follows.

1. Staying within a budget - This is sometimes referred to as ‘making ends
meet’ and means that you do not spend more than you get in income.

2. Keeping track of personal finance - Also known as ‘budgeting’, this
means knowing how much income you have and how much your

expenses are.

3. Planning ahead - This could mean saving money for emergencies or
putting money aside to ensure that you have a stable income on
retirement.

4. Choosing financial products wisely - This involves looking at interest
rates and understanding the ‘small print’, ie whether there are any extra
fees.

5. Staying informed about financial matters.



Which of the insurances below are compulsory or
discretionary (optional)?

/""\ Did you know?

Types of insurance

WI There are many different types of insurance, which are used
to offer financial protection against possible events, including:

B contents insurance, which covers accidental damage to,
or theft of, items in your home;

B buildings insurance, which covers certain types of
damage to your home;

B health insurance, which covers a range of treatments
from a private healthcare provider; and

B car insurance, which is a legal requirement and covers
damage to another person or their vehicle in the course
of a crash (as a minimum), and damage to your own
vehicle or person (as an optional expense).



C) Impact of strong/weak currencies
Double whammy for British tourists as

pound plunges and prices rise abroad 2007 £1 1.48 1,480Euros
June2016 £1 1.28 1,280Euros

Sterling value drops again as the markets react to UK’s political

turmoil, with tourists losing hundreds of euros in exchange rates Jan 20 18 £1 1.12 1 : 120 Euros

compared with two years ago

British tourists travelling to the continent this summer will lose hundreds of
euros in exchange rates compared with two years ago, as ongoing political turmoil
continues to hit sterling.

Holidaymakers buying €1,000 can now expect to pay around £879 after sterling
dropped as markets reacted to the result of the snap general election. In July
2015, well before the EU referendum in June last year, British travellers visiting
Europe could expect to pay about £700 for €1,000 - a difference of almost £200 in
two years.

Bureaux de change

Although bureau de change is a French term, it is commonly
used across Europe to mean a shop where customers can
exchange currency.




UK braced for record number of tourists in Exchange Rate | Holiday Money

2018 2007 1Euro 0.68p £680
June2016 1Euro 0.78p £780

Hotels and restaurants expect busy 2018 with inbound tourism to

increase to almost 42m visits Jan 20 18 1 Euro 089p £890
Country Currency Symbol Abbreviation
United Kingdom Pounds, pence £ GBP (Great British pound)
United States Dollars, cents  § USD (United States dollar)
European Union Euros, cents € EUR (euro)
Japan Yen ¥ JPY (Japanese yen)
Australia Dollars, cents  § AUD (Australian dollar)

Overseas visits to the UK are set to pass 40m for the first time in 2018, according
to VisitBritain, which is predicting tourists will spend a record £27bn over the
coming 12 months.

A double-digit fall in the pound against the euro and the dollar is helping drive
visits and allow tourism to buck predictions of a post-referendum slowdown in
the British economy.
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cash thanks to weak pound Exchange Rate | Incometo land
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- ; N June2016 50,000 0.78p £39,000

Euro
Jan 2018 50,000 0.89p £44,500

Euro

N.B Companies that
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profit more when
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By Tim Wallace
Dollars are turned
ritish car manufacturers are benefitting from the weak pound . .
to the tune of hundreds of millions of pounds per month, as g
B new figures show foreign sales are generating higher revenues b aC k I n to Ste rI I n




D) Inflation

il

= I

C)
w

Did you know?

In 1982, 1 pint of pasteurised milk cost 20p.
This price had more than doubled to 46p by
2012 - a percentage change of 130%.

(Source: Lloyds Banking Group, 2013) -

Inflation Is the rise
of prices over time

Inflation reduces the value of
money In either cash or debt.
High inflation Is actually good
for debt.



