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Money is a tool for transactions. We can use money to fulfill our needs in our daily life. However, it is not easy to use it wisely. If we do not manage our finance well, we may easily fall into the trap of borrowing.

In this module, we will learn some effective ways of money management and understand the lifestyles behind different consumption behaviours. In addition, we will acquire a better understanding of the meaning and cost of borrowing as well as analyze its pros and cons under the circumstances of limited budget.
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Money can be used for various purposes including consumption, savings and donation. People can use money in different areas in order to acquire self-satisfaction or social benefits. When making decisions with money, people may first set targets and then prioritize the targets before making tradeoffs according to their actual budgets.

Therefore, one’s use of money also reflects one’s targets and values. We can identify someone’s lifestyle and priorities in life by understanding his/ her ways to use money. We can also understand people’s living standard and their views on it by observing how they use money.
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Activity 1

Do you always worry about insufficient pocket money? Or you may have enough pocket money, but have you ever used it well? It is not easy to use money wisely. You have to balance your spending for different needs, set priorities and make tradeoffs according to your budget.
	Item
	Allocated amount
	Reason

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	1,000
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Tips for prudent financial management

The following are some tips on wise money use for your reference.
1.
List your income and expenditure to manage your progress of spending and savings.

2.
Remember “Save before spend”. Set up your plan of savings.

3.
Identify the difference between “needs” and “wants”

4.
Compare prices before buying.

5.
Set a long-term saving plan when you need to buy expensive goods.

6.
Make donations to the needy if you are able to do so.

Extracted from: TWGHs Integrated Centre for Addiction Prevention and Treatment (ICAPT)
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In addition to the above tips, would you like to share with your classmates any tips on the use of pocket money? How do you use your extra money?
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This extended activity is to allow students to have a better understanding of different ways of allocating money, while common uses are consumption, savings and donation.

Now that you are at secondary school and most of you have pocket money. How will you use it? Look at the following cases first.
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Mrs. Wong has four children. Except her eldest son, Wong Ho, the other three are secondary school students. Mrs. Wong gives each of them $300 pocket money every month. Read the information below carefully and answer the questions.

Background information:
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1.
Point out the major uses of their pocket money. What are the categories?
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Wong Tai Shan spends most of his money on buying reference books and donates some of it. Wong Lok Yi spends most of her pocket money on shopping. Wong Shiu Tsuen saves up most of his pocket money. The uses can be classified into spending, savings and donations.
2.
Different consumption behaviours are based on different attitudes/motivations. Think about the reasons for their spending on the areas mentioned in Q1.

[image: image37.png]


Accept any reasonable answers.

(
Wong Tai Shan spends most of his money buying reference books because he wants to prepare himself for further studies/careers. It is a long-term investment. Also, Tai Shan donates some of his money to charity because he wants to help the needy.

(
Wong Lok Yi buys what she loves and acquire happiness from shopping.

(
Wong Shiu Tsuen saves up most of his money, so he can use the money when he needs it in the future.
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3.
How do you consume? If you have $300 pocket money per month, how will you use it? Fill in the table below.
	Consumption items
	Amount

	e.g. Daily expenses (including buying snacks and stationery)
	

	
	

	
	

	
	

	
	

	
	

	Total expenditure
	$300
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4.
With reference to the above table, draw a pie chart to show the uses of your pocket money.
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5.
How do you spend most of your pocket money? Why? Explain your reasons.
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Accept any reasonable answers.
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Aim of this activity:

1.
This activity aims to analyze the considerations when using money (or setting priorities) with students.

Consumption is part of our daily life. While people are pursuing better materialistic enjoyments and more luxurious lifestyles, have you ever thought that some people actually prefer a simple life and are not willing to be consumption slaves? Many people often think that a simple life is painful and happiness could only be found in an affluent life. How true is that thinking? Read Lok Yi’s diary and think about it!
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XX. XX. 2009  Sunny

I have just read a book called Simplify Your Life today, written by Elaine St. James. The author chooses to have a simple life because she wants to live freely and she wants to live a harmony and meaningful life.

I still remember that I loved shopping so much in the past. I went shopping after school every day before returning home. I bought a lot of things such as cosmetics, clothing and accessories. I always thought I did not have enough pocket money. When I did not have enough money, I would do some part-time jobs. Although it was hard, I thought it was worthwhile because I could get what I wanted. However, after reading this book, I start to think about my living. Do I really have a happy life? I had short moments of happiness, but in return, I gave up my sleeping time and the time with family and friends. When I recall the life that was controlled by consumption, I realize that I was not truly happy.

A simple life does not necessarily mean a poor life, or a life without consumption. On the other hand, a simple life aims at protecting the environment and avoiding wastes. By doing so, we can be released from unlimited wants.

I have decided to quit squandering today. I will only buy things that I need. Also, I will not be controlled by consumption anymore and I will always feel satisfied and stay happy.

Extracted from: Singtao Daily (2007)
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1.
Why does St. James choose to live a simple life in a society that stresses on consumption?
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St. James chooses to live a simple life because she wants to live freely and she wants to live a harmony and meaningful life.
2.
Summarize Lok Yi’s diary. Write down three principles of simple life.
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1.
Always feel satisfied, stay happy and don’t be controlled by consumption

2.
Only buy things that you need.

3.
Protect the environment and avoid wastes.
3.
What did Lok Yi get from shopping in this article? What was the cost of her shopping?
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She had a short moment of happiness during shopping, but she had to do part-time jobs because she loved shopping. And so, she gave up the time for sleeping and gathering with friends and family.
4.
Why does Lok Yi think she would be happier if she lives a simple life? (This question is for students with higher ability.)

Lok Yi thinks her life was controlled by consumption before. For the happiness brought by shopping, she had to give up a lot, including time for gathering with friends and family. As a result, She wants to free herself from unlimited wants and enjoy genuine happiness.
5.
How would you describe your lifestyle, for example, hedonistic, simple or thrifty? Why? Explain your views with reasons.

Accept any reasonable answers.



One day, you and your friends were on the way home and you saw a limited edition gift. However, you didn’t have enough money. What should you do?

1. Please write down at least five possible ways in the memo below.



2. Some friends around you know that you love the limited edition gift so much. They want to help you. Take a look at their borrowing terms.




(i) Why does Fu request a gift from you? Think about it as if you were Fu.

As a thank you gift/ As an interest/ To cover the borrowing risk/ Prevent people from over- borrowing or any other reasonable answers
(ii) Do you think that the borrowing terms suggested by the friends are reasonable? Explain your reasons. 

Reasonable. It is because you have to make compensation for them as others pay for you now.

Unreasonable. It is because we are friends. Friends should help each other.


You have to consider your income and expenditure when you use money. If your income is greater than your expenditure, this means you have surplus in your financial position. You may continue to spend, save or donate money. But if your expenditure is greater than your income, this means your income cannot cover your expenditure, and you have a deficit. You have to borrow money from banks or other people in order to repay the overspent money.

Some people say that borrowing means “using future money”. Actually, what is borrowing? Is it a good method to solve problems when you do not have sufficient money?

Generally speaking, borrowing means one uses future money in exchange for current consumption. According to Irving Fish, an economist, as consumers are not patient, they want to consume more now. But there is cost involved in early consumption, which is called interest.

Interest is not necessarily measured in terms of money; any costs involved in early consumption can be called “interest”. Assume that I am hungry and I borrow 3 buns from you and return 4 buns to you later on. The additional bun is the interest.

Students should note that borrowing brings repayment. The repayment of loans and interest will be taken out from your future income. Do think twice before borrowing anything because you will have to pay cost for “using future money”!


We all hope to get the thing that we want immediately. So, why are there people willing to lend their money to us? What are their benefits?

Lenders lend out their money so they can gain interest from borrowers as a return.


Social issues

Borrowing is a very serious problem among university students. TVS, a TV station, is preparing to produce a feature programme about student borrowing in order to analyze the major types of borrowing among university students and the consequences of borrowing.

Mission

Your class teacher recommends you to be the journalist trainee of this feature programme. Form a group of two and analyze the information below. Student A is responsible to read Reading Material 1 and Student B is responsible to read Reading Material 2. Discuss the questions then.


People are concerned about how university students manage their money. A survey has found that 30% of university students are likely to “live on borrowings”. Some of them make use of credit card overdraft or even borrow money from financial companies.

Among those 30% university students who are borrowing, it was found that nearly 60% of them have applied for the means-tested scheme and 17% of them have borrowed money from banks and financial companies.

68% of the borrowing respondents use the money to pay tuition fee, 18% of them use it for daily expenses and 8% of them used it for foreign exchange programmes. Meanwhile, 96% of them do part-time jobs in order to repay the loan and 3% of them even gamble for repayment. Those who borrow think that the worst consequence of borrowing is mental stress, followed by adverse effects on interpersonal relationships, academic activities and extra-curricular activities.
Extracted from: Sing Tao Daily (2004)



The Tertiary Student Finance Scheme (TSFS) provides means-tested financial assistance to full-time students who are in need. It aims to ensure that no eligible student who has been offered a place in one of the institutions covered by this scheme would be unable to accept it because of lack of means. Financial assistance is provided in the form of a grant and/or loan.

The TSFS loan(s) borrowed by you and the interest accrued are repayable in 180 monthly installments at an annual interest rate of 1% within 15 years, after your graduation or when the course has officially ended.
Source: Student Financial Assistance Agency  



People are concerned about how university students manage their money. A survey has found that 30% of university students are likely to “live on borrowings”. Some of them make use of credit card overdraft or even borrow money from financial companies.

Among those 30% university students who are borrowing, it was found that nearly 60% of them have applied for the means-tested scheme and 17% of them have borrowed money from banks and financial companies.

68% of the borrowing respondents use the money to pay tuition fee, 18% of them use it for daily expenses and 8% of them used it for foreign exchange programmes. Meanwhile, 96% of them do part-time jobs in order to repay the loan and 3% of them even gamble for repayment. Those who borrow think that the worst consequence of borrowing is mental stress, followed by adverse effects on interpersonal relationships, academic activities and extra-curricular activities.

Extracted from: Sing Tao Daily (2004)


Recently, members of Legislative Council criticized credit card companies for being “loan sharks”. It was pointed out that the interest rate of credit card can be up to 50% for those who have not repaid for two consecutive installments. The accumulated interest may be even higher than the original cash overdraft eventually.

The interest of credit card can accumulate like a rolling snowball. Besides a high interest rate, interest of credit card is compound and calculated on daily basis. Under the effect of compound interest calculation, the amount of interest becomes bigger and bigger. 


Don’t think you need not to pay the cost of cash overdraft with credit card because you have repaid the loan on time. It is because handling fees will be charged when you overdraw money from the ATM.
Extracted from: Sing Tao Daily (2009)

1.
According to Data File A, what are the types of borrowing received by most university students?

Means-tested loan scheme, loans from banks and financial companies.
The purpose of this activity is to:

1.
Understand the consequences of borrowing

2.
Understand that borrowing is not necessarily a bad thing by analyzing different borrowing purposes and repayments requirements. Some borrowings, for example, Tertiary Student Finance Scheme can provide access for the poor students to education. Teachers can cultivate students’ critical thinking skills through this activity.
2.
According to Data File A and your knowledge, why do university students apply for loans?

Pay for tuition fees, daily expenses and overseas exchange programmes. Over-spending is another reason.
3.
To your knowledge and according to the survey findings reported in Data File A, what are the costs of borrowing by university students? What are the monetary costs? What are the non-monetary costs?
	Monetary costs
	Non-monetary costs

	· Repayment of interest
	· Mental stress
· Affecting interpersonal relationships
· Affecting the chance of participation in academic and extra-curricular activities


4.
Summarize Data File B and Data File C. Explain the similarities and differences between credit card overdraft and Tertiary Student Finance Scheme.
	
	Credit card overdraft
	Tertiary Student Finance Scheme

	Operator
	Bank
	Government

	Purpose
	Help the needy/ profit-making
	Students will not be deprived of access to education because of their financial difficulties /non-profit making

	Eligibility
	No specific requirement. Available to credit card holders
	Must pass the family income and asset test

Available to full-time student

	Interest rate
	Interest is usually calculated on a daily or monthly basis
Interest is usually compound interest


	Annual interest rate at 1%

	Repayment period
	Monthly installments until the loan is fully repaid.
	180 monthly installments within 15 years upon graduation or termination of study


5.
After the analysis in Question 4, you now understand that there are different kinds of borrowing, with different objectives and repayment requirements. If you need borrowing when you study at university, will you choose the above borrowing methods? Explain your opinion.

Students can explain their reasons with what they have learnt and any reasonable answers are acceptable.

Cost of borrowing

Borrowing is not necessarily a bad thing. But as a responsible consumer, what would be the considerations when we apply for loans?

Default in repayment of loans has become a serious problem among university students. Stupid Ng is also one of them. He has just graduated this year and he has not found a job yet, but he is having a credit card debt of $10,000.

One day, Stupid Ng was attracted by Mao Li Bank’s bank overdraft service. He believed that it might be a possible way to solve his problem. He took a leaflet and wished to discuss with you.




Assume Stupid Ng wants to overdraft $10,000 with his credit card and expect to settle the debt after a year.
1.
If the interest is calculated at single interest rate (per dar) of 0.35%, how much shall Stupid Ng pay after one year?

$12,775 (10,000 x 0.35% x 365)
2.
From the above information, what is the interest rate for the overdraft service provided by Mao Li Bank?

0.35% per day, at compound interest

3.
According to the information in Q2, calculate how much shall Stupid Ng pay after one year (365 days, at compound interest)?

$25797 [10,000 x (1+0.35%)365 -10,000]
4.
Would you recommend Stupid Ng to apply for the overdraft banking service in order to repay the credit card payment? Share your views and reasons.

Any reasonable answer can be accepted.
5.
If you do not think so, can you suggest other methods for Stupid Ng?

Any reasonable answer can be accepted.

1.
If cost is involved in borrowing, why do people borrow?

The borrowers are willing to pay the cost of borrowing so as to meet their needs of immediate spending. /
They may wish to satisfy their immediate wants but fail to consider the consequences./
They cannot give a large sum of money now so that they have to borrow money and repay the money by installments. /
They believe that the interest rate will not be too high that they are able to repay the money…
2.
To avoid this trap, what are the factors we should consider before making a loan application?

Before applying for loans, we should balance the need of spending and our ability to repay 

the debt.
Factors for consideration

Concept Map of the Use of Resources
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How does my consumption behaviour relate to my lifestyle?


What should I do if I do not have enough money?


Why do I have to pay interest for borrowings?


Is borrowing necessarily a bad thing?





How to use money?





How to manage your finance well?





From students’ choices, analyze the reasons why they make such choices in regard to their use of money/resources.





Essential concepts in teaching:


Money can be spent, saved and donated;


The difference between “needs” and “wants”;


The priorities of using money.





: Free forum











Extended Activity:


Teachers who want to further discuss with students on the uses of money may refer to Extended Activity 1.


Teachers who want to explain to students about the priorities of spending in different aspects may refer to Extended Activity 2.





Extended Activity 1: Worthwhile or not?





Ability: Calculations


Attitude: Respect others





I give each of them $300 every month when they are at secondary schools. They have breakfast every day before going to school on foot. I usually prepare lunchbox for them and they will take it to school. I ask them to record their monthly spending so as to understand their spending.





Mrs. Wong








Wong Tai Shan





Wong Lok Yi








Wong Shiu Tsuen








Teachers can also point out that not every need for consumption can be met due to limited resources.





Teachers can skip this part and ask students to draw the pie chart directly if they are able to do so.





Uses of My pocket money





Extended Activity 2: Worthwhile or not?





Extended Activity 2 can be used for group discussion





Activity 2: What should I do if I have no money?





Tips for teaching: Let students know that borrowing is not the only possible consideration. One can save his or her money to cope with the needs of consumption.





Tips for the activity: Students may propose some illegal or unethical ways of making money. Keep an eye on it and guide them to positive values.





Content: The Concept of Interest



































Example:


Savings





Keung





I can help you!! I can lend $100 to you, but you have to pay me back $120 tomorrow.





We are good friends. I can help you! You give me back $100 tomorrow and it would be fine. But you have to give me a gift at the recess tomorrow.








Fu





What is borrowing? Why is there borrowing?





In this section, teachers should clarify the following concepts:


1.	Future consumption


2.	Current consumption


3.	Early consumption


Teachers who want to further discuss with the students on the impacts of different borrowing methods may refer to Activity 3.





Extended Activity 3: Why do we borrow?





Jigsaw reading to assist learning





Reading Material 2: Student B





: Tertiary student finance scheme (Excerpt)





Reading Material 1: Student A





Calculation ability





Exercise 3: Unveiling the interest rate of credit card debt





Hint card


compound interest calculation


principal x (1+rate)period - principal





Hint card


single interest calculation





principal x rate x period





Mao Li Bank


Overdraft Service


By using this service, you can withdraw money anytime to cope with any sudden financial needs. Overdraft service ensures that you have sufficient cash flow and manage your money more effectively.





We help people who are in need and our interest rate is the lowest in Hong Kong. For example, our interest rate of credit card is only 0.35%. Don’t hesitate to join now!





For enquiries, please dial 1234 5678


*Interest will be calculated from the date of the loan in compound interest on a daily basis





How to use money?





As the bank or creditors will be responsible to assume the debt risk and give up its right of using the money now, interest will be involved and will be regarded as the cost to cover. Debtors shall repay the principal plus the interest in repayment. Therefore, debtors should well know the cost of borrowing and their ability of repayments, such as whether they are able to repay the principal or interest on time and avoids claims, litigations from creditors or even the risk of going bankruptcy. Borrowing is simply making current spending at the expense of future spending, while the loans shall be deducted from the future income.





Self-evaluation


Plan for the future use of money





Outcome





Risks of borrowing





Borrowing: Repayment of principals, interest (single interest or compound interest)





Income > Expenditure


Able to increase consumption/saving/donation





2) Donations





Personal uses:�-- Consumption�-- Savings





Expenditure > Income


Over-spending





Set priorities and make choices





Considerations





Options










