LETS TALK
MONEY BASICS

We all need money, yet many of us

are never taught about money basics,
we learn through trial and error when
entering the working world. Taking
time to understand the basics can help
you manage your money better, spend
less and save more.

Bank Accounts

Current accounts

Most people use a current account with a bank or
building society to manage their day-to-day money. It
allows you to do all the basics, including paying bills
by Direct Debit, receive automated payments such

as your salary or benefits, paying for things with a
debit card and withdrawing money from cashpoint
machines.

To help you manage your money you can also make
use of a secure banking app, to check and make
payments and set up text alerts, to warn you if the
amount of money in your account is running low.

Some current accounts offer extra features
for which they charge a fee (often between
£10 and £15 a month). These are known as

packaged accounts.

If you’re thinking about opening a packaged
account, be sure to check out how many of the

additional benefits you would actually use and
whether you can get them cheaper elsewhere.
Extras may include travel insurance and car
breakdown cover.
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Budgeting accounts

As their name suggests, these accounts are designed
to help you budget. They let you divide your money
into different ‘pots’. You decide how much money
goes into each pot by working out how much you
need for your bills and how much is left over for
spending or saving. They also allow you to pay bills by
Direct Debit or standing order and receive payments
such as salary or benefits. One disadvantage of these
accounts is that they charge a monthly fee.




Bank accounts for students
and graduates

Most banks offer a specific student account,
usually with an interest-free overdraft up to an
agreed amount. Attractive accounts including
free overdrafts are offered to graduates to secure
them as long-term customers.

Overdrafts

An overdraft is a type of credit that’s linked to a
bank account. It allows you to spend more money
than is in your account, up to an agreed limit. It’s
important to remember that overdrafts are a type
of debt and that they are repayable ‘on demand’.
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Fees can vary a lot between banks and between
accounts, with one of the highest fees being
charged for going over your agreed overdraft
limit (if you have one). You may be able to save
money with a different type of account.

Before choosing your bank account ensure you
check the overdraft rates charged and interest
rates payable.

App-only banks don’t have a high-street
presence instead you complete all of your
banking transactions using the App provided.

There are many different App-banks in the
market, for more details on which account to
choose, click here.



https://www.moneysavingexpert.com/banking/digital-banking/

Many banks offer deals to attract new
customers, but be sure to check the terms and
conditions. Look beyond any short-term offer
and make sure that, when it ends, the account
will still be the best for you. Deals may include,
a cash incentive, higher interest for a period or
a monthly credit.

Before choosing a bank you may have to check
out their customer service rating and you can
do that here. The rating takes into account
things like service performance when dealing
with complaints.

Is it worth switching
your bank account?

If you’re unhappy with the service you are
getting from your current bank or building
society, it’s easy to change. Your new bank
will do the work for you and there’s no need
to deal with your old bank.

Is your bank offering everything you need.
If not, think about switching. It takes just
seven working days to switch your account
under the Current Account Switch Service.
Almost all banks and building societies
offer this. You choose the date you want

to switch, and agree this with your new
bank. They will arrange to move all your
incoming and outgoing payments to your
new account. It’s backed by a guarantee
that means you’ll be refunded any interest
and charges on your old and new accounts
if anything goes wrong. Find everything you
need to know about switching bank account
here.

If switching is not for you, there still may be
steps you can take with your existing bank
account to minimise fees and charges. Read
here on how to make the most of your bank
account.

Comparison websites are a good starting
point to find a current account tailored

to your needs. Use the bank accounts
fees and charges comparison tool here to
see all the fees and charges that apply to
bank accounts - it shows everything from
overdraft fees to foreign cash withdrawal
charges.



https://www.currentaccountswitch.co.uk/how-to-switch/
https://www.moneyhelper.org.uk/en/everyday-money/banking/running-your-bank-account?source=mas
https://www.moneyhelper.org.uk/en/everyday-money/banking/compare-bank-account-fees-and-charges?source=mas
https://www.which.co.uk/money/banking/bank-accounts/best-bank-accounts/best-and-worst-banks-a3q5d8c6dj7y

Understanding your
credit score and how
to improve it

Your credit score is based upon from information held
in your credit report, also known as your credit file.

Your credit score will help a lender see how reliable
you are at managing your finances and is likely to
influence their decision if you are looking for a loan
or a credit card. Your personal credit score is built on
your credit history. A decent credit score is essential
for your financial well-being because the higher it

is, the more likely you are to be in control of your
finances.

Your credit score can differ between agencies,
depending on the criteria used in assessing you.

The elements from your credit report that shape your
credit scores are called credit score factors. Some
factors that may affect credit scores are:

* Your total debt
¢ Types of accounts
¢ Payment record

¢ Age of accounts

The information held on your credit file might be
used to decide:

¢ whether to lend to you
¢ how much to let you borrow
* how much interest to charge you.

The most recent information on your file will have the
most impact, as lenders will be most interested in your
current financial situation.

Your financial history, good or bad, from the last six
years, will still be on record.

If your credit report shows a few missed payments,
you might be charged higher interest by lenders or
might not be eligible for some loans. This is because
lenders believe they might be taking a higher risk
when lending to you. Your credit history can affect
your ability to take out a finance scheme or mobile
phone contracts. Regularly checking your credit

file is a great idea, because it can help you spot any
fraudulent activity or mistakes on your report.

Check your credit score by using one of the various
companies available online including,

Equifax, Experian and TransUnion. You can request full

details of your credit file for free or simply get your
score online, which is also free.

A subscription membership with one of the main
credit agencies allows you to gain more up-to-date
information on your credit history. But, remember to
set up a reminder to cancel your membership if you're
on a free trial and don’t want to pay the monthly
subscription once this ends.

You have the legal right to request a copy of your
credit file for free. You can request this from any credit
reference agency that holds information on you.

name, address and date of birth

some search footprints on your file,
such as credit applications

financial links to other people - for
example, if you have taken out a joint loan
or bank account

payment history including any late/missed
payments or defaults

how much money you owe to lenders

any County Court Judgments (CCJs)
against you that are not paid in full within
one month of receiving the notice

if you’re on the electoral register at your
current address

if you have been declared bankrupt or
entered an IVA (Individual Voluntary
Arrangement).

your salary
student loans
medical history
criminal record
council tax arrears

parking or driving fines

However, you might be asked for this
information when applying for a loan or mobile
phone contract. They might then choose to use
this information alongside your credit report to
assess you.



https://www.equifax.co.uk/
https://www.experian.co.uk/
https://www.transunion.co.uk/

What is a good credit score?

Different agencies have their own standards for rating credit scores. However, if you have a good score
with one of the main credit reference agencies, it's more than likely you’ll have a good credit score with
another agency.

A good credit score with:
« Equifax is scoring over 420 out of 700
« Experian is scoring over 880 out of 999
+ TransUnion is scoring over 604 out of 710

But remember: your credit score doesn’t guarantee that you’ll be approved for credit or offered the
lowest interest rates. This is because a lender’s decision is not made solely on this score.

For more details on the impact of your credit profile click here to read our guide.

How can | improve my credit rating? « High levels of existing debt: you should
eliminate any outstanding debt before applying

for new credit if this is possible. This is because
banks, building societies and credit card
companies might be hesitant about lending you

f you have a low credit rating, there are several things
you can do to start improving your score today:

¢ Check for mistakes on your file: even having

just a slightly wrong address can have an impact
on your score. So, make sure you check all the
details and report any incorrect information
immediately.

Pay your bills on time: paying your bills on time
is a great way to prove to lenders that you're
capable of managing finances effectively.

Check if you’re linked to another person:
having a spouse, friend or family member’s
credit rating linked to yours through a joint
account could affect your personal rating if
they have a poor score. If you no longer share
finances with this person you can ask one of the
credit reference agencies to remove them from
your credit report.

Check for fraudulent activity: if something on
your credit report is incorrect or doesn’t apply
to you, i.e. if someone applied for credit in your
name without your knowledge, contact the
credit reference agency immediately to have
your file updated.

County Court Judgements (CCJs): receiving
any court judgements for debt will have a
serious impact on your credit score. If you're
having problems keeping up with payments,
find free debt advice online.

more if you already have a lot of existing debt.

e Moving home a lot: lenders feel more
comfortable if they see evidence that you have
lived at one address for a considerable period.
If you do regularly move home, be sure to bear
this in mind.

o Keep your credit utilisation low: Your credit
utilisation is how much of your available credit
limit you use. For example, if you have a credit
limit of £2,000 and you’ve used £1,000 of that,
your credit utilisation is 50%, so you’re using
half of your credit limit. Usually, using less of
your available credit will be seen positively by
lenders, and will increase your credit score as
a result. If possible, try and keep your credit
utilisation at 25% or lower.

In general, credit history is built up slowly over
time as you increase the amount of credit you have

and the repayment record. The longer repayments
go unpaid, the greater the impact on your credit
score. Keep a close eye on your credit score to
help spot issues. Most negative marks will remain
on your file for at least six years.



https://www.policemutual.co.uk/assets/activity/wellbeing/impact-on-your-credit-profile-2022/

Why lenders use credit scores

Before credit scores, lenders physically looked over each applicant’s credit report to determine whether
to grant credit. This process was time-consuming, led to mistakes or biased results, and allowed lenders
to make decisions that may have had little bearing on the applicant’s ability to repay debt. Today, credit
scores help lenders assess risk more fairly.

e Credit scores are consistent and objective.

o They reflect our likelihood to repay debt responsibly based on your past credit history and current
credit status.

How to keep up a good credit rating

The most important thing is to always make your repayments on time and in full - late or missed credit
card, loan or mortgage repayments can seriously damage your credit rating. The best way to avoid missing
a payment is to pay by Direct Debit.

Other things that may affect your credit rating include:
e your job - is it permanent and secure, and how long have you had it?

e your home - do you own your own home or have you lived at the same address for at least
a year?

Choosing the right credit card

Choosing a credit card can mean digesting a lot of
information and numbers - it’s much easier if you
know what to look for.

Look at the APR

The annual percentage rate (APR) is a measure of the

overall cost of credit. In general terms the higher the APR

the more interest you will pay and allows you to compare the

cost of one card with another. Other factors you need to consider are how you use the card - for example using
the card for cash withdrawals is likely to be more costly that using the card for purchases.

Lenders have to include the APR in the credit agreement and the pre-contract credit information, and in most
advertising. The APR can be used to compare different credit cards, but it should only be the starting point. You
also need to look at the individual interest rates for:

purchases
cash advances
balance transfers

how long any introductory period lasts.

offered. If you have a poor credit history or are
new to credit so have a ‘thin’ credit file, you might

What you see isn’'t always what you get. Some be charged a higher rate. Ask the card provider for
card providers set your interest rate based on a quote before applying.

your credit history. This means that, if you don’t
have a good credit rating, you might pay a higher
rate of interest and so the APR might be higher
than advertised. Advertising will usually quote a
‘representative APR’ - one that most people are

The APR doesn’t include any charges which may
be made for late payments, exceeding your credit
limit or returned payments.



Weigh up introductory offers

Card providers often tempt you with offers that
last for a fixed period of time. The most common
is to pay 0% interest on things you buy or balance
transfers (debt you transfer from another card).

In some cases the 0% offer might be on both
purchases and balance transfers, but typically

it’s just on balance transfers, or the introductory
periods might be different.

Check carefully what’s being offered. A 0%
purchase offer is a cheap way of borrowing when
you need to buy something big. But make sure
you can pay it off in full before your introductory
period ends, as otherwise, you’ll start paying
interest on the outstanding balance.

You might want to consider t ferring the
outstanding balance to anothe
the same offers might not be av. le to
particularly if your credit rating has goné&ﬁ in

the meantime.

Check the terms and conditions on

balance transfer offer

A balance transfer means moving your debt
from one credit card to another. There are some
good introductory offers around, but check how
long these last. You will often have to pay a fee,
usually around 3% of the balance transferred,

so you need to take this into account. Also,
check if there’s a time limit on the transfer. If
you don’t make at least the minimum payments
throughout, the 0% offer might be withdrawn.
Some 0% balance transfer cards don’t charge

a fee. This could be good value, even if the 0%
period is shorter than on other cards, provided
that you can afford to repay the debt before the
introductory period ends.

Check what you’ll pay each month
If you don’t plan to pay your balance back in full
every month, use the Money Advice Services
credit card calculator here to work out how
much interest you could end up paying. The
figures can be scary. Unless you’re on a 0% deal
or have more expensive debts elsewhere, you
should always aim to pay off what you owe at
the end of the month. If you can’t do that, pay off
as much as you can to keep the interest charges
down.

then, however

The golden rules

e If you take out a credit card with an
introductory interest rate then always
try to clear or move the debt before the
introductory rates ends.

Repay at least the monthly minimum
payment or you may lose the lower rate.

Try not to withdraw cash on any type of
credit card. If you do you could end up with
huge costs.

Before applying for a new card use the
eligibility calculator here to find the cards
you’re most likely to be accepted for.

Does having another card harm your
credit score?

Having another card in itself can have an impact
on your credit score as it gives you access to more
available credit. Whether that’s positive or negative
depends on your circumstances. A balance transfer
card is not for everyone, if you have a really poor
credit score or you simply don’t trust yourself not
to spend on a balance transfer card then you need
to think about this before applying.



https://www.moneyhelper.org.uk/en/everyday-money/credit-and-purchases/credit-card-calculator?source=mas
https://www.moneysavingexpert.com/eligibility/credit-cards/search/?goal=CC_MONEYTRANSFER

Staying safe online

From shopping and online banking, to email and social media, our personal information is increasingly
digitalised. And as a consequence, the threat of cyberattacks continues to expand and evolve.
That’s why it’s vitally important to stay secure and safe online.

What can | do to protect What can | do to protect myself
myself online? against contactless payment scams?
There are a number of steps you can take to stay 1. Be careful where you keep your cards, especially
safe and secure online. From updating your privacy when using public transport.

settings, to getting the latest software, here are some
tips and resources to help you protect your devices
and data.

N

Use a RFID blocking wallet or card holder.

3. Don’t let your card out of your sight when
paying for items.

4. Regularly check your transactions and report

1. Research retailers online to make sure they’re .
any anomalies as soon as you can.

legitimate.

2. Make sure the websites you visit are secure.
What can | do to protect myself

against identity theft?

3. Before making an on-line purchase understand
your rights and the company’s returns policy.

4. Keep software and virus protection up-to-date and Keep your PIN safe

use strong passwords for online accounts. . Get a shredder and use it

connection is more secure.

1.
2

5. Don’t use public Wi-Fi. Your standard data 3. Lock your phone with a secure PIN
4. Protect yourself online (see above)
5

6. Pay using a credit card. You will have more
protection. Alternatively, online services like PayPal
mean scammers will not be able to get hold of your
bank details.

. Always check your bank statements and tell your
bank about any anomalies immediately

o

Regularly check your credit reference files, as any

false applications will appear on your file
7. Be smart. If a deal looks too good to be true, it

probably is.

Worrying about money can be extremely stressful and may lead to mental health conditions. Police Mutual are
here to help. We want to break down the stigma surrounding debt and get people talking about money. We’ve
teamed up with PayPlan*, one of the UK’s leading free debt advice providers, who offer free and confidential
advice to anyone in serious financial difficulties. They're able to advise you on a range of debt solutions suited
to your individual circumstances, helping to protect you and your family with a sustainable way to manage
your debt.

Get free and confidential help to combat your debt, call PayPlan* on 0800 197 8433.

For more information about the products and services
available from Police Mutual:

Call us 01543 441630 We’re open from
Visit policemutual.co.uk 9am-5pm Mon -Fri

*PayPlan is a trading name of Totemic Limited. Totemic Limited is a limited company registered in England,
Company Number: 2789854. Registered Office: Kempton House, Dysart Road, PO Box 9562, Grantham,

NG31 OEA. Totemic Limited is authorised and regulated by the Financial Conduct Authority. Financial Conduct
Authority Number: 681263

|
Police Mutual is a trading style of The Royal London Mutual Insurance Society Limited (RLMIS) and PMGI
Limited (PMGI). RLMIS is authorised by the Prudential Regulation Authority and regulated by the Financial

Conduct Authority and the Prudential Regulation Authority. The firm is on the Financial Services

Register,registration number 117672. PMGlI is authorised and regulated by the Financial Conduct Authority.

The firm is on the Financial Services Register, registration number 114942, All companies are registered in

England and Wales, RLMIS number 99064 and PMGI number 1073408. Registered office: 55 Gracechurch

Street, London, EC3V ORL. For your security all calls are recorded and may be monitored. 101758 11/2022



http://policemutual.co.uk
https://www.payplan.com/police-mutual/
https://www.payplan.com/police-mutual/

