
2.1 Money Management

Keywords

Financial

Planning

Objectives

● explain what is meant by the term 
‘money management’

● explain what is meant by ‘financial 
planning’ and other financial terms

● outline the need for financial planning;

Lesson Objectives



q1.Which of the following is the most accurate 
definition of budgeting?

A Borrowing money from the bank.

B Checking your bank statement regularly.

C Estimating money coming in and going out over a period of time.

D Using online banking to track transactions.



Why are budgets 
important?



A consequence of failing to budget can 
be:

A - financial pressure points identified.
B - important bills remaining unpaid.
C - increased levels of savings.
D - making the most of your money.



The benefits of 
financial 
planning



Scenario 1

Sven’s boiler has broken down. The repair company has been unable to fix the problem and has advised

him that he needs to have a new one installed. It has quoted him £2,000. Sven has looked online and

found that the majority of companies charge around £2,000. He feels that this is a fair price. The repair

company has also said that it has an insurance scheme he can join where, if he pays £20 a month, they

will come out and sort any problems with the boiler for as long as he remains a member of the scheme.

Sven thinks it is a good idea but, as he is already on a tight budget, he is unsure where he can find the

extra £20 a month to pay for it. Sven’s main expenditure items are his mortgage payments, household

bills, car running costs and gym membership.



q2.Which of the following would be the ideal solution for 

paying off Sven's new boiler?

A Emergency fund.

B Overdraft.

C Payday loan.

D Personal loan.







Attitude to Risk

1. Risk tolerance - how does the individual 

feel about the possibility of losing money?

1. Capacity for loss - how much money can 

the individual afford to lose?



Products

Deposits

Corporate bonds

Gilt-edged securities

Property portfolio

UK shares

Overseas shares

Specialist investments



Which of the following is likely to have the least 
risk?

A. Gilts

B. Deposits

C. Shares



Capacity for loss is?

A. the feelings a person has about the possibility that the value of their 

savings could fluctuate over time, with the potential for loss of funds

B. the amount of money a person can afford to lose when trying to achieve 

their objectives

C. the amount of risk someone is prepared to take in relation to achieving 

their objectives



2.1 Financial Providers

Keywords

Insurance

Advice

Information

● Describe insurance products
● identify sources of financial 

planning information and advice.

Lesson Objectives



What can you 
insure?

All insurance products require the policyholder to 

pay for the policy – this payment is known as the 

‘premium’ and is usually paid monthly. The 

premium amount depends on the risk of the 

company having to pay out, which is based on 

what the policy covers and the person and their 

circumstances. In return for the premium, the 

insurer agrees to pay a certain amount or to 

provide a service, known as ‘the benefit’, if the 

policyholder suffers a problem covered by the 

policy.



Where can you go if 
you need help with 

money issues?



● Citizens Advice Bureau
● Money Advice Service
● StepChange Debt Charity
● Financial Advisers - independent and 

restricted
● Banks and Building societies
● Credit Unions



Whose legal responsibility is it to check that 
Shona will be able to continue to afford her 
monthly mortgage repayments if interest rates 
rise?

A Shona herself.

B Shona's financial adviser.

C Shona's mortgage lender.

D Shona's mum and dad.



Sue and Deepak want to make sure that their grandson is well 
provided for; they have set aside £100 a
month for this financial goal. They have been speaking to a financial 
adviser from their local building
society who, because of Sue’s mobility issues, came to visit them in 
their own home. He explained that he
would only be able to recommend a product from the building 
society’s own product range, but was sure
that he would have a suitable savings account for their grandson.



What type of financial adviser do Sue and 
Deepak have?

A A multi-tied adviser.

B A restricted adviser.

C A whole-of-market adviser.

D An independent financial adviser.



The best person to get impartial financial advice 
from would be:

A a building society adviser.

B a friend or family member.

C a solicitor.

D an independent financial adviser.



Alfie is about to buy his first home. He has had his offer on a one-
bedroomed flat accepted and a lender
has agreed to give him the mortgage he requires. He saw a financial 
adviser to discuss the products he
might need to ensure he will not lose the flat if he is unable to make 
his monthly mortgage payments for
any reason. He was pleased when the adviser told him that she 
could recommend products from the
whole of the market, so she would be able to shop around to get 
him a good price as well as the best
cover available.



What sort of a financial adviser did Alfie go to 
see?
A A multi-tied adviser.

B A restricted adviser.

C A single-tied adviser.

D An independent financial adviser.



2.1 Financial Providers

Keywords

Services

Budget

Planning

● identify financial services providers 
● Identify basic financial products

Lesson Objectives



Financial Providers

Banks

Building Societies

Insurance companies

Investment companies



Financial Products

There is a range of different products available that offer you finance. The 
most common is a current account.

Current accounts are designed for day-to-day finances, and provide a range 
of features.

Go to www.santander.co.uk and http://www1.firstdirect.com/1/2/ and 
compare what both companies offer as part of their current accounts.

http://www.santander.co.uk/
http://www1.firstdirect.com/1/2/


What is the 
difference between 
a current account 
and a savings 
account?



2.3 Future Planning

Keywords

term

needs

wants

milestones

● Explain the difference between short, 

medium and long-term planning

● Identify the difference between needs and 

wants

● Explain realistic financial goals and 

objectives



NEED WANT

Explain the difference between a need and a want using examples



Personal Objectives

1.personal objectives – what the 

individual needs or wants

2.financial objectives – how much money 

they need to achieve what they want and 

how best to get there.



Personal Objective Financial Objective



A milestone refers to 
achieving a particular level 
in your objective.

This could be by the 
amount, time or percentage 
achieved of the overall 
objective.



2.3 Basic Savings Products

Keywords

Product

Savings

Taxation

Regulation

● Identify different saving products

● Select appropriate saving products for 

different scenarios

● Explain the importance of reviewing and 

adjusting financial plans



Regulation

In the UK, deposit takers are subject to the rules of two financial 

regulators:

1.the PRA 

2.the FCA

What do the letters stand for?

From the following videos write a 

description of what the regulators do.



Financial Services 
Compensation Scheme 
(FSCS)

a scheme that provides compensation to 

customers if an authorised UK financial firm 

becomes insolvent.

What does insolvency mean?

How much money is protected by 

the FSCS?



There are 
different types 
of savings 
accounts.

For each of the 
accounts 
summarise their 
key details.

Any type of savings accounts is also known as a deposit account 

because you can deposit money into it. The following accounts have 

different conditions:

Instant access accounts

Notice accounts

Bonds

Sharia-compliant accounts

Credit union savings accounts

Individual Savings Accounts (ISA) - cash ISA + stocks ISA

Lifetime ISA



Taxation of savings Taxpayers have a ‘personal savings allowance’, which 

entitles them each year to some savings interest tax-free.

For basic-rate taxpayers, the first £1,000 of interest received 

each tax year is tax-free.

If someone qualifies for the starting rate band but still has 

some savings interest over the limit, the next £1,000 of 

interest is also tax free.

For higher-rate taxpayers, the first £500 of interest received 

each tax year is tax-free.

Additional-rate taxpayers do not receive the personal 

savings allowance, and pay tax at 45% on all their interest.



For a young adult, which of the following would 
typically be classed as a long-term financial plan?
Saving for:

A a holiday in 12 months' time.

B a new car.

C college.

D their retirement.



Planning can be undertaken for the short, 
medium or long term. What period of time would 
be classified as 'medium term'?

A 1 to 12 months.

B 1 to 5 years.

C 7 to 15 years.

D 10 to 20 years.



2.3 Term Planning

Keywords

Short

Medium

Long

Advice

● Explain the difference between short, 

medium and long-term planning

● Identify the difference between needs and 

wants

● Explain realistic financial goals and 

objectives



Short Term Planning

this means a period of between one 

week and 12 months;

What different items does a normal 

homeowner need to consider in its 

budget over the course of a year?



Short Term goal 
examples

Annual holiday

House Re-decoration

Wardrobe update

Top up emergency fund



Instant Access Savings 
accounts

For short-term goals it is likely that you need to get quick 

access to the money. Therefore using an instant access 

savings account from a bank or building society is a good 

choice because:

● Low-risk investment

● Can withdraw without any penalty charges



Nominal rate of 
interest

Nominal rates of interest assume 

that interest is paid once, at the 

end of the year.



A.E.R - Annual Equivalent Rate

Quoted AER figures assume that the money will be kept in the account for the whole 

year, so what happens in real life may be different, if money goes in and out of the 

account.

You can calculate the total amount of interest earned by multiplying the amount saved by 

the A.E.R.

Savings Amount   x   A.E.R   =  Total Interest



Medium Term 
Planning

this means a period of between one year and five 

years; Depending on the stage of life different 

people will have different objectives.

● Planning a wedding

● Saving for a house deposit

● Saving to go to college or university

● Saving up for driving lessons or a new car



Individual Savings 
Accounts (ISAs)

What is the ISA limit 
for 2017/18?

Cash ISAs – Cash ISAs are offered by the same organisations that 

provide savings accounts. Providers can offer instant access accounts, 

notice accounts and fixed-rate, fixed-term accounts. All interest is paid 

tax-free and it does not have to be declared as income.

2. Stocks and shares ISAs – the investment can be in a range of stocks 

and shares and investment funds. All income and profits are tax-free.

There is an annual limit to ISA investment, which is reviewed in the 

Budget each year. You can find this limit on the GOV.UK website.



Long Term Planning

means a period of five years or more.



If the target is over the longer term,

● it is not so important to have instant access to the money.
● some risk could be taken, to increase the potential growth in the savings.
● experts consider that five years is the minimum timescale for investing in 

shares, because it allows time for them to recover if there are any 
problems.

What could affect a long term financial objective?



Financial Advisers

A financial advisor can help 

you determine your goals and 

decide on what level of 

planning needs to be done 

over the short, medium and 

long term to achieve them.



Why do we need 
to budget?



Income and 
expenditure
Net income – the amount of 

income received after tax and 

other deductions have been 

taken off. 

Regular expenditure – what we 

spend each month on a regular 

basis.

Net disposable income – what 

is left after taking away regular 

expenditure from net income, 

ie what’s left each month after 

the bills have been paid.



Income

Earned income comes from working, either as an employee 

working for someone else (an employer) or from self-

employment.

Some employees receive additional payments:

■ overtime for working extra hours;

■ commission for making sales;

■ bonuses for reaching targets set by the employer.

Unearned income is other income from non-work sources. It 

includes:

■ state benefits;

■ interest on savings;

■ income from investments, such as dividends from shares;

■ income from renting out property;

■ maintenance payments as a result of divorce or separation.



Expenditure

● Mandatory expenditure – bills that must be paid by law, such as council tax, TV licence, car insurance and vehicle road tax. The

bills don’t apply to everyone, but non-payment is breaking the law and can lead to a fine or even prison in extreme cases. 

‘Mandatory’ is another word for ‘compulsory’.

● Essential expenditure – bills that are essential to a person’s (or a family’s) way of life. They would include rent or mortgage 

payments, electricity and gas, insurance, essential clothes, basic food and so on.

● Discretionary expenditure – things that we might like to buy if we have the money, but that aren’t essential to our standard of 

living. ‘Discretionary’ means we can spend it if we choose, but don’t have to – we can make the choice. This could include 

things like books, clothes, hobbies, CDs, dining out, holidays, sports clubs and so on. We could call this ‘pocket money’.



The balance 
outcomes

When we budget, there are three possible outcomes.

1. A balanced budget – when income and expenditure are equal. No 

borrowing is required and the person can maintain their standard of 

living, as long as they are careful.

2. A budget surplus – where income is more than expenditure. This 

means that the person can cover all their main spending needs and 

still have money left to treat themselves or their family, now or in 

the future. If they have any sense, they will try to save money each 

month to cover unexpected problems or future objectives.

3. A budget deficit – where expenditure is more than income.



Overdrafts 

When a bank account holder has taken out more money 

than they have in the account, they are said to be 

‘overdrawn’. Technically, this is not allowed to happen, but 

most banks offer ‘overdraft’ facilities to their account 

holders. This allows them to borrow (overdraw) for a short 

while.



Payday loans

Added to the national debt 

problem is the increasing use of 

payday lenders, who aim their 

product at people who need 

emergency loans to tide them 

over until the next pay day. 

These lenders charge 

extortionate interest rates.



2.2.2 Financial Management Tools

Keywords

Cash flow

GDP

Chancellor

● Explain the importance of managing 

money

● Identify tools used to manage money

● Describe how they can be adaptable 

according to circumstances.



Gross Domestic Product

GDP is the total value of all goods produced and 

services provided by a country – in simple terms, 

what the country has earned in the year.



Chancellor of the 
Exchequer

What does the chancellor do?

https://www.gov.uk/governm

ent/ministers/chancellor-of-

the-exchequer

https://www.gov.uk/government/ministers/chancellor-of-the-exchequer


Andy and Diana want to take the 
children to Disneyland Paris in a 
year’s time. They have worked out 
that it will cost around £800 for the 
trip. If we divide the cost of £800 by 
the number of months until the 
holiday (ie 12 months), that means 
they need to save £67 a month.

What day of the month do you think 
it would be sensible for Andy and 
Diana to put that £67 into the 
savings account for their trip to 
Disneyland Paris?



2.2.2.3 Balancing Budgets

Keywords

Budget

Change

Impact

Inflation

● Explain how external factors can 

impact on a budget

● Calculate the impact of different 

interest rates on a budget.



What is inflation?



What is the Consumer 
Price Index?



What does inflation mean 
for personal budgets and 
for the economy?

If the value of money goes down in real 

terms, we will need more money to buy 

the same goods and services. The only 

way to make sure that this happens is to 

increase income by the same rate as 

inflation, so that what we earn keeps 

pace with the increase in prices.





Personal Allowance
Everybody is allowed to earn a certain amount of income 
before they start to pay tax. This is known as the ‘personal 
allowance’, and the standard personal allowance for 2017/18 is 
£11,500.

■ Basic-rate income tax is charged at 20% on the first £33,500 
after the personal allowance.

■ Higher-rate income tax is charged at 40% on the next 
£116,500 (which is the band between £33,500 and £150,000).

■ Additional-rate income tax is charged at 45% on income 
above £150,000.





Tax Codes

To help the employer to deduct the right amount of tax, HMRC 
provides a tax code for each employee. This tells the employer 
how much the employee can earn before they must start to 
pay tax. The tax code is usually three numbers and a letter, 
with the numbers being the employee’s personal allowance 
divided by 10. The most common tax code in the tax year 
2017/18 is 1150L, which is £11,500 divided by 10, so it means 
that the employee can earn £11,500 before the employer must 
deduct tax.

Find out what the following letters in tax codes mean:

L, BR, M, T, D1, NT



2.5.2 Employment Tax and Documents

Keywords

PAYE

HMRC

Record

Summary

Return

● Explain how tax is calculated for the 

self-employed

● Identify what tax documents are 

required

● Explain what the purpose of the tax 

documents are



PAYE

Through the PAYE system income tax 

and National Insurance contributions 

are automatically deducted from your 

wages and sent directly to the 

government by your employer.

What does PAYE stand for?



Self-
employment
Self-employed people are taxed under a 

different system, because their income 

can vary and they won’t know their 

total income and expenses until the 

end of the tax year. There are strict 

rules on what counts as being self-

employed – such as the ability to 

decide what work to do, when to do it, 

how to do it, who to work for, and so 

on.



Self-assessment calculations

Self-employed people are taxed on their profits from carrying out their job.

Profit is calculated as their income from self-employment less any deductible 
business expenses.

To be deductible, a business expense must be wholly and exclusively for 
the purpose of carrying out the business.



Completing a self-
assessment tax 
return
■ income; 

■ expenses;

■ other income;

■ pension contributions;

■ other tax-related matters.



Tax Payments

Once the tax return is complete, 
HMRC will calculate how much tax 
Kyle must pay, using the same 
principles as for an employee. So 
they will deduct any personal 
allowance from Kyle’s profit and then 
apply the same tax rates of 20%, 40% 
or 45%, depending on his profit.



P45

A form P45 is given to an employee 

when they leave an employer. It reports 

their tax code and their total pay, 

income tax and NI from the start of the 

tax year to the date they leave. When 

the employee starts a new job, they 

must give the P45 to their new 

employer so that they are taxed 

properly in their new job. If the new 

employer does not have the P45, they 

will have to tax all the employee’s 

wages, using the code BR, until they 

receive a new tax code from HMRC.



P60

A form P60 is given to each employee by 

their employer at the end of the tax year. 

It is an official document that shows the 

final tax code, the total amount that they 

earned from that job during the tax year, 

and how much income tax and NI the 

employer deducted. These are the figures 

that the employee must use when they 

complete any HMRC forms or have to 

report their income.



2.6.1 Value for Money

Keywords

Value

Price

Charge

Perception

● Explain what value for money is

● Utilise price comparison websites

● Identify and explain hidden charges



Hidden charges 

Definition of hidden costs. Hidden costs, charges etc are 

difficult to notice, for example because they are not included 

in the basic price of something.



VAT 

VAT is a tax that is added to the price of goods or services. VAT is an abbreviation for 

'value added tax'.



What products are exempt of VAT?
There are some goods and services on which VAT is not charged, including:

- Insurance, finance and credit
education and training
- Fundraising events by charities
- Subscriptions to membership organisations
- Selling, leasing and letting of commercial land and buildings - this 
exemption can be waived

These items are exempt from VAT so are not taxable.



2.7.1 Borrowing Products

Keywords

Borrowing

Lending

Qualify

Interest

● Explain what a borrowing product

● Identify the different types of 

borrowing products

● Describe the features of the different 

borrowing products



Borrowing 
Products

Mortgage

personal loan

credit card

store card

payday loan

credit union



Secured Debt Vs. Unsecured Debt

Secured Debt Vs. Unsecured Debt. Unlike unsecured 
debt, secured debt is backed by an asset, such as real 
estate or a vehicle, also known as collateral. Under the terms 
of a secured loan, the lender is allowed to seize the collateral 
used to guarantee the loan if the borrower defaults.



2.7.5 Payment default

Keywords

Default

Charges

Credit

● Explain what a payment default is

● Describe the consequences of 

payment default

● Describe the consequences of 

payment default on society



Striking Numbers

248 people a day are declared 

insolvent or bankrupt. This is 

equivalent to one person every 6 

minutes 13 seconds

3,321 Consumer County Court 

Judgments (CCJs) are issued every 

day, with an average value of 

£1,495

15 properties are repossessed 

every day, or one every one hour 

and 34 minutes.


