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YOUR MONEY

Need help with your finances?
Ask our experts
Send your questions to:
pj.yourmoney@ajl.co.uk
or call Ian Forsyth on 01224 343356

SELECTING APPROPRIATE STRATEGY AMID VOLATILITY OF MARKETS SHOULD BE DECIDED FROM START

Ultimate goals key to determining level of investment risk
BY BARRY O’NEILL

The importance of having a well defined investment
strategy over the past decade should be crystal clear to
anyone who started without one.

Barry O’Neill: safer

Much is made of the so-called
“lost decade” from the turn of
the millennium, but in reality
it was only “lost” if you failed
to diversify your portfolio sufficiently to include assets that
were not closely correlated to
equities.
Investing over the past 10
years has been fraught with

danger for anyone speculating that equities were the
only game in town.
The FTSE All-Share index
returned 53.95% from June 1,
2001, to June 1, 2011.
This was well in excess of
inflation as represented
by the retail prices index
which grew by 34.56%, and

the reward from cash of
41.75% had you been fortunate enough to achieve a return equivalent to the Bank of
England base rate.
It might surprise you, however, to learn that you could
have achieved a return of
64.11% from short-dated
global government bonds
(in sterling terms) over the
same period with a much
lower level of volatility than
equities.
These figures are undisputable fact.

The difficulty, however,
is that no one could have
forecast that accurately a
decade ago.
Therefore, a safer strategy
would have been to invest in a
diversified portfolio spread
across UK and international
equity markets, with the
balance in less-volatile assets
such as short-dated highquality global bonds.
This would have provided a
relatively smooth investment
experience along the way.
Of course, knowing in ad-

vance what level of return
is required to help you
achieve your objectives
would have been a powerful
factor in determining just
how much risk to take on
when you started.
The fact that most people
do not have this information
before setting out on their
investment journey always
strikes me as being akin to
setting off in your car without
a map to guide you to your
destination.
Nowadays, sophisticated

cash-flow modelling tools can
help to determine the level of
return you need to achieve
your objectives.
One of the crucial benefits
of this is that you can formulate your strategy based
on the most accurate figures
possible, rather than simply
taking on as much risk as
possible to chase what could
be unnecessary returns.
● Barry O’Neill is investment
director for Carbon Financial
Partners and can be contacted
on 01224 619215

Festival fans
urged to
protect their
possessions
COVER CAN BE TACKED ON CHEAPLY
TO MANY HOME-CONTENTS POLICIES
BY IAN FORSYTH

Festival fans preparing for this year’s round of
music and mud need to consider protecting
their possessions against theft, loss or damage.
Research by comparison site
moneysupermarket.com
found cover for personal possessions while away from the
home can be tagged on to
home-contents insurance for
a small additional cost.
It said the RAC, for example, provides home-contents
insurance including cover for
possessions away from home
for £97.40 a year.
People should also be
aware it is important to check
the small print of the policy
because some providers will
not cover camping equipment as standard.
Julie Owens, head of home
insurance at moneysupermarket said: “Whether heading to the big headline festivals such as Glastonbury
and Reading, or to a smaller
festival such as Kendal Calling, revellers will be looking
forward to getting into the
party spirit.
“It’s important Britons are
on their guard against op-

portunistic thieves. Tents will
often be left unguarded for
hours at a time. Make sure
valuables are kept with you at
all times as your insurance
may not cover you.
“If you are unfortunate
enough to be victim of theft,
many home-contents policies
will cover you for items such
as iPods and iPhones. Spending the extra cash to ensure
you are protected is a small
price to pay to enjoy festival
fun with peace of mind.”
Moneysupermarket’s top
tips for festival fun:
● Don’t take expensive clothing or jewellery with you –
insurer “single article” limits
are usually around £1,000 or
£1,500. Consider taking a disposable camera, to cut down
on risk of damage, loss or
theft.
● Report lost or stolen money to the police within 24
hours – a condition in some
policies which otherwise will
not pay out.

● Keep your most valuable
possessions with you at all
times, and stick together in
groups – you are less likely to
be a target of mugging or
theft. But don’t keep all your
money in one pocket.
● Don’t make your pitch at
the bottom of a hill – rainwater could end up streaming its way into your tent.
● Look into whether your
credit card offers you any protection for accommodation
or travel cancellation.
Meanwhile, insurer Aviva
said 14% of people who had
been to a festival had belongings lost or stolen.
Official crime statistics obtained by Aviva revealed that
there were 945 reported incidents of thefts at the top
seven UK festivals last year.
According to police
records, the combined value
of these thefts was just under
£190,000.
The biggest problem was
thieves targeting tents, with
650 crimes reported, but personal thefts such as pickpocketing were also a threat.
Aviva calculates the average value of possessions
people take to a festival at
£928.

FESTIVAL FUN: Wading through mud is par for the course at Glastonbury

Banks examining Payday loan
mobile cash transfers use on the
DECISION EXPECTED BY END OF YEAR

Nearly half of drivers are using their vehicles only for essential journeys

Soaring costs forcing drivers off road
BY IAN FORSYTH

T H R E E - Q UA R T E R S o f
British drivers have admitted
they use their cars less, with
almost two-thirds saying that
the cost of motoring was to
blame.
Research from Santander
Credit Cards found the
soaring cost of motoring was
forcing drivers off the road,
with nearly half using their
vehicles only for essential
journeys.
More than one-fifth of respondents to the survey said

they were ditching their cars
for environmental reasons,
while 16% were simply avoiding heavy traffic.
The research showed, however, that motorists were reluctant to switch to public
transport, with only 10%
choosing to ditch their car in
favour of public transport.
One in four drivers said
they would use public transport more frequently if it was
less expensive and one-third
could be tempted if it was
more reliable.
Santander’s research

OSTRICH GENERATION
‘A REAL CONCERN’
A GENERATION of
Britons is facing a cashpoor retirement because
they refuse to save more in
response to the changing
pensions landscape.
According to HSBC, people yet to retire know they
will live for longer than
previous generations and
understand company pensions are likely to be less
generous when they retire.
Despite this, and the fact
that many hope to switch
to a part-time job in their
50s and stop work by 62,
only 39% of people have a
financial plan to ensure
they have the retirement
income they want.
The bank said nearly
one in five people admitted they did not know
what their main source of
income would be when
they retired, while 21%
said they would rely on the
state pension.
About 49% of people expected to be worse off in
their old age than their
parents, with just 27% expecting to have a higher
income.
A further 68% of people
said they were worried
they were not financially
prepared for when they
stopped work and even
among those who had a
financial plan in place,
only 26% had taken professional financial advice
on what they should do.
David Wells, head of investments, pensions and
savings at HSBC Bank,
said: “The emergence of
this ostrich generation is a
real concern.
“Britons know that they
need to plan and save
more for their retirement,
yet are not turning this
knowledge into action.”

DIVIDE

More couples
sharing home
with flatmates
THE number of couples looking to share a property with
housemates has nearly doubled during the past year.
According to flatshare website easyroommate.co.uk,
about 11% of people looking
to share a flat or house with
other renters were part of a
couple.
Couples can make considerable savings by opting to
share with other people.
Renting a room in a property shared with housemates
costs couples an average of
£426 a month, compared
with £687 if they rented a
place on their own: a saving
of £3,120 a year, even before
the lower cost of bills and
council tax is factored in.
The problems in the mortgage market are forcing many
people to put plans to buy
their own home on hold
while they save the deposits
banks and building societies
demand for their most competitive deals, however, the
high demand for rented accommodation, combined
with a shortage of supply, has
pushed rents up to record
levels, forcing many couples
to consider sharing with other people to save money.

Britons
‘refusing
to save’
for future

showed that reduced car usage was prompting many
drivers to make better use of
their local communities.
Nearly one-third of motorists were buying more
from local shops and 12%
were going out for dinner and
drinks nearer to where they
lived.
Rob Holt, director at Santander Cards, said: “Our research clearly shows that motorists have reached their
tipping point, and after years
of fuel price increases are using their cars less and less.”

THE banking industry has
launched a new initiative to
look at ways to enable consumers to send money using
their mobile phones.
The Payments Council is
leading an industrywide project looking at how the system
might work, and how much it
would cost to set up.
The group, made up of the
major banks and building societies, will make a final decision on whether to give the
system the go-ahead later this
year.
If it does decide to press
ahead with it, people could be
using their phones to transfer
money to friends or businesses within a couple of years.
It is thought the transfers
would take place either by
text, or by using a mobile application or the phone’s internet browser, and they
would be as secure as other
payment methods.
The announcement comes a
week after Barclaycard and
Orange became the first
groups in the UK to offer contactless mobile payments to
customers.
The move enables people to

use their phone to buy things
in more than 50,000 shops
and food outlets nationwide
simply by holding it up to a
contactless payment system.
More than 45million people
in the UK use a mobile phone
and it is thought that about
23% of consumers would use
the new payment service if it is
introduced.
Gary Hocking, acting chief
executive of the Payments
Council, said: “The introduction of mobile payments will
offer more choice to customers, simplifying how we
can make a financial transaction and increasing flexibility in our everyday lives.
“It is still early days in this
project but we want to explore
how a mobile phone can help
customers make a payment
from one account to another.”
A recent report from the
Future Foundation predicted
that the majority of Britons
would be using their mobile
phone to manage their money,
pay bills and make purchases
within three years. It said that
about 10% of us were already
managing our finances via a
mobile phone.

rise in UK

THE number of people resorting to expensive payday
loans has soared during the
past month as consumers
struggle to make ends meet in
the face of rising living costs
and stagnant wage growth,
research has suggested.
Moneysupermarket.com
said it had seen a 58% increase in demand for the
loans since the May Day bank
holiday, compared with the
same period of April.
The group blamed the
strong demand for the loans,
which enable people to borrow small sums, often of as
little as £75, for short periods
to tide them over until they
are paid, on the rising cost of
living, plus the recent run of
bank holiday weekends.
It warned consumers to
make sure the product was
the most appropriate way for
them to borrow money, because someone who borrows
£100 through one of the loans
can expect to pay back about
£125, often within 31 days.
Tim Moss, at moneysupermarket, said: “These products
act as a barometer, giving a
unique insight into the state
of the nation’s finances.”

The research found that
people planning for their
retirement had saved an
average of £123,000, more
than double the UK average of £53,000, while
those not planning had set
aside just £28,000.
The study, which questioned 17,000 people in 17
countries, also found an
east/west divide was
emerging in people’s attitudes towards retirement planning.
People in the west were
far more likely to expect to
be worse off than their parents during retirement,
compared with those in
the east, while they were
also less likely to be making their own provisions.
A Department for Work
and Pensions spokeswoman said: “We know that
people just aren’t saving
enough for retirement and
this is exactly why we will
be automatically enrolling
people into a workplace
pension from October
2012.”
● Nearly one-fifth of people who are retired or
about to give up work have
slashed the amount they
are saving during the past
year, according to life assurer Liverpool Victoria.
It said about 17% of the
1,541 over-50s questioned
by Opinium Research last
month were setting aside
an average of £342 less
each month than they
were a year ago.
People with private pension plans had made the
biggest reductions to their
saving at £434 a month or
£5,208 a year.
The fall in the amount
people were setting aside
was more than double the
£137-a-month drop in saving seen in 2009.
The group said the fall in
the amount being paid
into pensions and saving
accounts, plus the fact
that 25% of people were
not saving at all, suggested
older people were being
forced to deal with more
immediate financial
strains.

