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Welcome Note

Welcometothe2 ™edi ti on of Financi al -BewsléttersWeFour
In This Issue were very pleased with the positive response that we received from so many
in relation to our inaugural edition.

1 Welcome This term we will:

1 Results of the BOQ ESSI Money 1 Examine who is a better money manager ..GenY or Gen Z?

Challenge . ~ N ~
g M Discover the figood newsodo and the Abad

of Austr al iagell popudation, aodetermined by research firm,
Veda Advantage and Habbo (Austranliads

T GenZvGenY 1 Understanding
their money habits?

9 Default: How does it happen and

‘t’g;;g‘:f s e f Look atwhatis meantbya  fdefault 6and how can it affe
' life choices
1 Exercise: Consumer Credit Files
ME e 1 Find out who won the 2011 BOQ ESSI Money Challenge
Counsellor

1 Give your students the opportunity to be a Financial Counsellor and

2 S L2 provide some sound advice to a young person in need

Makeover Challenge
9 Teacheroés Blog 9 Allow your students to attempt a n AExtreme Money Make:
Chall engebo

T Meet Alan Cook , from Marcellin Technical College in South Australia,
who is an avid user of FBF& ©peration Financial Literacy Program

Category of Links

WWWw.essimoney.com.au
Register your class for this fun
and interactive online teaching
resource: ESSI Money.

www.financialbasics.org.au
Helping educate secondary
school students about the
credit system and responsible
financial management.
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Results of the 2011 BOQ ESSI Money Challenge

Your own personal bank®

After much anticipation and excitement the 2011 BOQ ESSI Money Challenge

It e R G BOQ  is now complete. The competition attracted intere st from all states in

ESSI Money Challenge . . .

competitors Australia with a total of 2230 students completing the game from 226 schools
and colleges.

As part of the BOQ ESSI Money

Challenge we asked each student a The Winners for 2011 are:
series of questions. From the 2230

participants we have uncovered

some interesting views: Junior Division (13 to 15 years)

Daniel (Chung) Yim from The Peninsula School, Victoria.

*68% would recognise a . s
. J Senior Division (16 to 18 years)

fiscamo email if the ] ]
one (indi  cating that 32% would Henry (Han) Chang from Wesley College, Victoria.
not)

Congratulations to our winners who have each won $4,000 for their school
65% do not understand the and $1,000 for themselves.
concept of compound interest
Congratulations also to all competitors, 82% of whom (through their
feedback) have acknowledged that playing in this Challenge has helped them

*64% believe that a mobile . . - -
to learn ab out making good financial decisions.

phone Acapo (e.g. a
exactly that i acap, which
protects them from exceeding Sincere thanks to our sponsor, BOQ, to the teachers and to our competitors.
e We trust that the competition has provided a meaningful adjunct to the range

of tools available from Financial Basics Foundation, for develop ing financial
* 48% believe that they would literacy in young people.

be able to access
superannuation funds in order
to pay outstanding bills

7N

Financial Basics Foundation

Katrina Birch CEO Financial Basics Foundation , ESSI Money Challenge 2011 Junior Division Winner
Daniel Yim and BOQ Lending Manager Frankston, Andrew Sheehan
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Who is the most financially
responsible?

It would appear that, either
consciously or subconsciously,
various austerity measures taken

by governments and households

and perhaps media commentary,
have had some long -term influence
over Gen Z....... in the same way

that the children of the
Depression/War era would rather
save a dollar than spend one.

Feedback Loop

Please email
info@financialbasics.org.au to
give us your comments on our
newsletter...what you liked and

what you would like more of.

Contact Us

www.financialbasics.org.au

info@financialbasics.org.au
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The Generation Wars

Versus

Gen Y GenZ
(19 7 23year -olds) (12 7 18 year -olds)

Every generation believes that they are wiser than the one that went before

them. It turns out that Gen Z may, in fact, be a little ahead of their Gen Y

counterparts i n the financi al stakes. These are
memorieso were formed during the GFC.

Research conducted by Veda Advantage and Habbo and reported on in various

publications revealed the Good and Bad News on Gen Z and Gen Y.

The Good News:
i AGen Z have strong convictions adomatt |p
like owing people money at all o

i flAustralian teenagers  were responsible savers with....54% of (Gen Z)
respondents revealing they use their bank accounts for saving rather than
general spendin g &

i oOMany ar e s ans( 32%) afddech gadgets (35%), with a
significant proportion saving for educatli
i Previous Habbo research has identified that Generation Z is more

grounded and traditional in their v alue system than Generation Y 4

The Bad News:

T AnThe . . . . ... ... financi al attitude anpd
focussed on spending that is financéd v} a
i The Survey also found that Gen Z has an appetite for credit cards,

with 31% indicating they want one and 7% saying they will have one

soon! ©

i fiGeneration Y is responsible for more than one -third (37%) of
Australiads total consumer defaults, defpp

entire credit act i vheyapalmestdaubly repnesentédiin. e .
defaults relative to their share of the credit market) !

1 As revealed by Money Magazinef6s covela
AAl most 10% of Australian teenagers hayv
eitherhave acreditcardo r use their parentsd card.|o
percentages relative to their general capacity to earn, as teenagers 8
1 Money Magazine also noted that fA83% ¢f
mobile phone....... , for more than half (52%), their parents pay o (the bill) °

[¢)

www.dynamicbusiness.com.au/news/aussie -teens -save -money -pay -down -debt46

Ibid.1

www.finance.ninemsm.com.au/pfmanagingmoney/earning/8127772/teen -angst -70-perc

Ibid.1

1
2
3
4
® Ibid.1
6
7
8
9

© Financial Basics FoundatiéBN 90 114 612 27(


mailto:info@financialbasics.org.au
http://www.financialbasics.org.au/
mailto:info@financialbasics.org.au
http://www.dynamicbusiness.com.au/news/aussie-teens-save-money-pay-down-debt46
http://www.finance.ninemsm.com.au/pfmanagingmoney/earning/8127772/teen-angst-70-perc

e-Newsletter Termd, November 2011

Money Habits Like Other Habits are Hard to Break......... Especially if
You are Gen Y.............

Collection |[House Limited
The most noteworthy aspects of the research outlined above is the
importance of mobile phones and credit cards to young people. What
impact is this likel y to have as teenagers grow into young adults?

There is some evidence to support the view that money habits, like
other habits, once formed, are hard to break!

Joel Archer, Manager of Lion Finance (a wholly owned subsidiary of
H Collection House) an orga  nisation which deals in the collection of

monies owed and founding supporter of Financial Basics Foundation,

» has noted that over the last 5 years:
]
1 42% of the bad debt , incurred through mobile phone companies (of
between $3,000 and $10,000), came from people in thaed r
42% of the bad debt , incurred 1 46% of banking debt (mostly credit card debt) of between $1,000
D IATLE PETE EOTEIES (@ and $3,000isalsofrom peopl e in their 206s
between $3,000 and $10,000),
came from people in their
204s Why is this occurring when people in t
sort of employment and are mostly without depen dents?

It would seem that the habit of using a mobile phone has been well
entrenched for most individuals since their teen years. So what has
changed?

Could it be that the mobile phone habit was established at a time when

someone else was paying the bill and that once these same
individuals are of a more independent
payroll 6, they are not able to afford
simplynotpracti sed and | earned the fAbehaviour
46% of banking debt (mostly
credit card debt) of between A further an d even more disturbing trend i s that of all/l t h
$1,000 and $3,000 is also from debt purchased by Lion Finance in the last five years, teenagers are

pe@ple w tWweaty 204 represented in the statistics, albeit at a very low level, with debts of

between $1000 -$3000 and $3000 -$10,000. Thatis, these teenagers
had phone bills they could not afford to pay and as a result they fell
into AbDefaulto.

As educators we would like to help young people to be more aware of
the Atrapso in the financi al maze and
Awhadatf so.

The ne xt article is a sobering reminder, especially before

Christmas, of what can happen when money matters get out -of -
hand. The concept of fADefaultod is one
not have thought much about.

7\

Financial Basics Foundation
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Default

What is Default?

Default is the term used in the financial services industry to describe what
happens when a person doesnédét pay an acc
the contract. So technically, you can b
late in paying, although the term is usually us ed to refer to debt that has

not been paid for a period of in excess of 60 days or in some cases 6

months. In summary: Default happens very easily..... Happens all too

often.....And, canbelife -changing as it affects a pe
their ri ghts in many ot her areas of their [

Wheat is
default?

How does it happen?
Here is an example of how the scenario can play out:

1. An account arrives at the end of the month ( e.g. a mobile phone hill)
and it isnét paid (because the person

2. Afollow -up bill arrives some weeks later asking for this amount again,
usually | abelled as a Aremindero. ( Man
of the doubt the first time, as some people do genuinely forget to pay
the occasional bill on time).

How does
It happeny?

3. If the matter is not addressed immediately, the service will be
suspended. In the case of a mobile phone, the phone will be
disconnected and cannot be used to make or receive calls. If t he
matter relates to a credit card debt, the card may also be suspended/
declined and shops across the country will be notified that they are not
to accept payment from this card for any goods or services.

4. A letter of demand will often then follow advisin g that if the account is
not paid by the specified date, legal proceedings will begin, to enable
the business to recover their debt.

5. If the debt is not resolved, ( in some instances  within 60 days) a
Default Notice is issued . A note in relation to this mat ter is then
entered on t hi €redithild i wihichsits bntas electronic
register that can be accessed at any time by all manner of
organisations and authorities.

6. Atthis point, the details of the situation are passed on to an
organisation whose job it is to try and recover the monies owed. These
organisations do their best to help the individuals concerned, providing
financial counselling and working out loan repayment terms over longer
periods of time . Generally, fees and interest will continue to accrue
until the matter is finalised.

7. If no agreement is reached and the debt remains unpaid, the
A organisation may decide to proceed with legal action which could then
‘_ result in Court awardingwhatis known as a fAJudgment 0.

Fin T JLndation remai n on t hErediEile s onadperiod of up to 15 years.
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8. Once Judgment is obtained, a f gar nimaylhe elaced over the

personbés wages. That is, the Court ord
a portion of the individual déds salary d
rather than to the individual. In other words, the person concerned will
have | ess monewyi patckeit©® fach month wun
any other associated costs have been repaid in full. Other possibilities

What does include bankruptcy , repossession of goods or writ over property.

it meane (Note i 'a Court fiJusdsgoned nt owi t hout an fieo.)

9. The best outcomeist hatin time the debt is repaid and the account is

settled.

10. | mportantly, even after the debt is re
persondés Credit File, remains in place
of when the debt is settled. The whole process can take place over just a

few short months, however as you will see below, the ramifications of
the non -payment of a bill can be quite significant.

What does it mean?

I't can really fAcramp your styledo, is wh,
purchase a car, unit or other significant item, you may wish to do other
Could it things which will see your Credit File being accessed and decisions made
hoppen to that you may not be happy about.

mer
Imagine that you have just moved in to share a house with a few friends,

with views to die f  or, in the centre of the action and with great access to
public transport . Now you need furniture.

As youdbve exhausted your spare cash pay
decide to go to the local furniture retailer and take advantage of one of

thoset éiiest freed campaigns t.o(The otjersare c ol
buying a washing machine, dryer, dining setting, a TV and other essential

items.) Guess what happens next? The r.
checko. Theydr e | oo ktihistayy. Asadefaulds are bndilan ¢ r ¢
for five years, you will be refused finance. If your friends have a similar
financial history, things could be a bi

A poor credit record, brought about by a default history, will qualify you as
a high risk and therefore limit your choices. The same thing will happen if
you go to rent a television, or buy a computer using a loan

Could it happen to me?

It can happen to anyone.....but the worrying trend is that it is happening
mo re and more to young people.

Apart-t i me job doesndt make you fAbullet- pr
term access to funds. The income is not
decisions that rely on this income need to be approached very carefully.

Casuals are the first to be Alet goo if

there is a change of ownership. Both you and that fabulous boss you
have at the coffee shopatyouldéasiy belaskedio wo r |

A leave if the coffee shop is sold to a new ownerl!

FindnearBee s oundation At a time in your | ife when youdbre crav
‘ yourself a dependent again, where finan:
than your parents) are your masters... Take charge of your finances now,
no matter how insignificant they se em....You may need to go without a
few luxuries. (  Note to Self: Not All Expenses are Necessities J)

6| © Financial Basics FoundatigBN 90 114 612 27(



To protect your credit history
and prevent your own

financial m eltdown, here are

a few tips:

1. Be sensible when taking
out credit cards. Used
well, credit cards are a
great tool offered by the
banking sector for short
term access to funds.

2. Start saving from Day1.
Open up 2 accounts: One
for expenses and one for
savings.

3.  Watch the mobile
phone.....if yours is on a
contract, consider pre  -paid
vouchers once it comes off
contract.

4. If you do get into difficulty,
get help STRAIGHT
AWAY ....Put your pride to
one side. DO NOT WAIT.
ACT QUICKLY TO GET
HELP!!!

7\
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Exercise: Consumer Credit Files

This exercise has been taken from Operation Financial Literacy

Ask your students to examine the web -site www.mycreditfile.com.au and
answer the following questions which appear in Student Worksheets - Module
10.

THE CONSEQUENCES OF MOBILE PHONE DEBT

One of the reasons some young people prefer prepaid mobile phones over

fixed term contracts is they know they can't overspend once the credit has run
out. However many consumers prefer to be on a fixed contract as the call

rates are often lower than the prepaid option. By signing a contract with a

mobile phone company you are actually going into a credit arrangem ent with
a business. This means that you can make calls on your phone now and pay

this back at a later date.

Unfortunately many young people under the age of 25 end up being listed as

credit risks by their mobile phone companies for failure to pay their b ills on
time. In fact, according to the Australian Communications and Media

Authority, 595 000 Australians were reported to credit bureau Veda Advantage

for late or non -payment of phone or internet bills.

Go into www.mycreditfile.com.au and complete the following questions:

1. Veda Advantage is the company that manages consumer credit files.

What is a credit file?

How do you go about checking your credit file?

What are the steps to maintaining credit worthiness?

4. What reasons could be attributed to a consume r being denied credit
due to their credit file?

5. If you are the victim of identity theft what should you do?

whn

Exercise: Be a Financial Counsellor to your Friend

One of your friends has recently run into some difficulty with her finances and
she comes to yo u for advice. Script what you will say to her in relation to her
difficulties and the steps you suggest that she take to work her way out of this
situation. This is her story:

fi | am in real trouble with my credit c
last m onth and last week | got a default notice from my bank, regarding

my $250 bill. If I dondét pay within 3
I dondét have the money antdi nie hjaovbe, |soos tl
able to get that sort of money from anywhe re. I donét wan
parents or ask them for money because they warned me about this and

|l 6m afraid theydéll just take the card

as well. | really need this card as | like to buy things when they are on
sale. Everythi ng would have been ok if only | had not lost my job. What
should | do?b0
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Extreme Money Makeover Challenge: The Story
of Molly

Below is the story of Molly, a 20 year ol c
yet, is well on track to do so, given her spending habits and lifestyle. Molly

has had the good sense to come to you, a Financial Counselor , for some

advice on how to turn her | ife around. Discuss with your colleagues (your

group) the steps that you would suggest Mc
back on tr ac keportto pWsentyoair recommendations to Molly at

your next face -to-face client meeting. Use the following points as a guide:

*Budget

*Debt repayment

*Look at assets that may be sold

* Living arrangements: Could these be alter ed to reduce her cost of living ?

The Story of Molly

8
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