In this package, students are encouraged to reflect
on how they can make responsible financial
decisions by establishing good budgeting habits,
and making trade-offs between their “Needs” and
“Wants"” by asking if they are able to "afford"
something. Students will also be introduced to the
various financial instruments (e.g. Savings Account,
Credit) and recognise the mathematical concepts
such as "Interest" behind them. Thereafter,
students will learn to recognise common tell-tale
signs of scams and be more discerning about

purchases that are "too good to be true”.
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LET'S FIND QUT MORE ON HOW TO MAKE RESPOMSIBLE FINAMCIAL DECISIONS!



NEEDS! OR... WANTS?

. 4 are things we would like to have,
are things we must have to survive j .

LLUIEI but are not required for survival
(e.g. food, water, clothes, shelter)

(e.g. luxury goods, games, toys)

THE 10 BEAN ALLOWANCE

Adapted from "The Bean Game" by Jana Darrington, this game helps you better
understand your spending choices and priorities. Everyone starts off with 10 beans
and decides on which areas they would like to allocate the beans to. Let's bean-gin!
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@ MAKING FINANCIAL DECISIONS
e

i’

"o 4 LET'S HELP JOHN!

John wants to buy a new phone, but it costs $1,000!
He only has $300 now and he can only save $100 a month, what are his options?

is the initial amount of money is the price you pay to borrow
STV harrowed before  interest s INTEREST money or the cost you charge to
accrued. lend money.
Simple Interest Compound Interest
is the interest is the interest that accrues on
calculated on the both the original principal lean
#1 FAY wITH original principal and the accumulated interest
CREDIT CARD loan anly. from previous periods.

Banks charge interest on the card's
outstanding balance each month.

E.g. ABC bank charges 2% interest on #2 FIND A SECOND
outstanding balance each month. HﬁND DEALl t

For instance, oa b
Principal Amount Borrowed: $1,000 1= 4 ) .ﬁ‘*‘

Manthly Payment (P): $100

% $299
Month 1: =S —

Interest (1): 2% = $1,000 = $20 (FEERREEm)
Onitstanding Balance (B):
$1,000 + $20 - $100 = $520

Month 2: Sometimes, online platforms such
Interest (I): 2% = $920 = $18.40 as Carousell or Facebook
Outstanding Balance (B): $920 + $18.40 Marketplace may have the same
- $100 = $838.40 product at a lower price!

|=2%=B

s ) Even though it may seem
B{new) = Boutstanding) + 1 - P tempting, we should ask

»y MNote: He will have to pay an interest ourselves...

e evary manth until the debt is clearad! Are there reliable reviews?

Is the seller known to be reliable?
Is the deal too good to be true?
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#3 PAY BY .

INSTALMENTS )

Buyer makes an initial down-payment
and Fa‘,rs the balance plus interest in
smaller, regular instalments.

E.g. 12 month instalment plan: initial
down-payment is 30% of total cost,
simple interest of 2% per annum
charged on the balance.

3>

#4 SAVE FIRST, .+
BUY LATER!

Deposit money into the bank each
month and earn interest on the total
savings in your account.

E.g. DEF Bank offers 0.5% interest
compounded monthly on total savings.

For instance,
Initial savings: $300
Maonthly deposit: $100

For instance,
Total cost of phone: $1,000 Month 1:
Initial down-payment: Initial savings (S{start)): $300

$1,000 = 30% = $300
Remaining balance:
$1,000 - $300 = $700

Principal (P): $700

Interest rate in decimals (R): 0.02
Time in years (T): 1 year

Interest (1): $700 = 0.02 =1 = $14

Monthly instalment:
($700 + $14) + 12 = $59.50

I=P=R=T

Note: Te split his payments inte monthly
instalments, he has to pay more than the
original price due to interest!

Deposit (D): $100

Interest earned (1):

0.5% = $300 = $1.50

Savings at end of month (S{end)):
$300 + $1.50 + $100 = $401.50

Month 2:

Savings at start of month (S(start)):
$401.50

Deposit (D): $100

Interest earned (1):

0.5% = $401.50 = $2.01

Savings at end of month (S{end)):
£401.50 + $2.01 + $100 = $503.51

| = 0.5% = S{start)

S(end) = S(start) + | + D
5. This Meang,
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amount!
CONSIDERATIONS '\ HOW SHOULD

WE ADVISE

1. Does John need the item immediately? J'DH.\\‘?

2. Does John mind paying a little extra to split the payment into instalments?
3. Will John have enough to pay off the credit card bill on time, and in full?
4.1s there a trade-off for using the money now?




TYPES OF scams!

ﬁ IMPERSONATION
il Did a Nigerian prince seek your help to

reclaim his throne? More likely not—
scammers pretend to be figures of
authority such as government officers
or the police, and request money or
personal information.

E-COMMERCE

Scammers list fake items on e-
commerce marketplaces or social
media at unbelievably low prices.
Fake listings include those selling
gaming products, concert tickets, or
collectable sneakers. Scammers

disappear once payment is received.

SMS / EMAIL PHISHING

Mo, not fishing! Scammers will claim

@ that there are breaches to your bank
5..:" account and request for your banking
ﬁ information. After you enter your
password and One-time Password
/1 (OTP) into a fake-site, they "fish" away
your money!
LOVE

Someone tries to befriend or start a
romantic relationship with you out of
the blue on social media. They seek to
build trust over time before claiming
that they are in hard times or seek
money as proof of friendship or love.

=

R
i
i
There has been an increasing
amount of reported scamming
incidences. We ought to
know the signs so that we can
actively avoid having our hard
eamned money and savings

duped away by those with ill
intentions!

HOW TO
AYOID SCAMS?

« Do be mindful when
posting on social media
—avoid the inclusion of
personal information.

= Do check reputable
sources/platforms for
prices before purchasing
items online. If the price
of an item is too good to
be true, it often is.

» Do not reveal vyour
account details,
password, and OTP to
anyone over the phone or
email. Contact the bank
if you believe that your
account is compromised.

« Do not click on
hyperlinks within SMSes
or emails that come from
an unknown sender.



PONZI [ PYRAMID SCHEMES

Charles Ponzi and Bernie Madoff both lured
investors into giving them money with the
o - promise of huge rates of returns. What
a investors didn't know was that there was
- e actually no legitimate business! How did they
manage to pull off fraud without arousing

initial suspicions?

IN A NUTSHELL...

The schemer convinces initial investors to
7 place money with him, using a promise of high
returns within a short period of time.

The schemer then convinces the initial

investors to spread the word and
recruit others, even their friends and
family, to join this "once-in-a-lifetime
Pf investment opportunity”.
The schemer then uses
‘ the money placed by the
ﬂ new investors to pay
-
‘-f'"

the promised returns to

i~
I & ’ ‘-.__ ". . initial investors, and
'y E % \'-.. keeps a cut of the money
% L)
H h ‘ for themselves.

Subsequent investors
may be required to pay
t larger "entry fees" to
‘ fulfil the promises to

earlier investors and to
increaze the schemer's

&
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income.

ANSWERS
a. 8,192
b. 13,080,694,014



WHY DO PONZI SCHEMES FAIL?

Often, the Ponzi Scheme (or Pyramid Scheme, named after the above diagram) is

unsustainable. Initially, as the

schemer is able to repay previous investors the promised

returns, no suspicion is raised. However, these schemes collapse once it becomes difficult to

find new investors or when the schemer disappears with the money. The size of Ponzi's and

Madoff's fraud is estimated to

be $$350 million and $%4&5 billion respectively (Business

Insider, 2021)! Let's take a closer look at the mathematics together.

As there is a strong n

compounding effect across X = XXXXX...
multiple levels within a Ponzi or R
Pyramid scheme, we will have to n times

understand the Exponential
Function better.

The Exponential
Function is one of the
most important functions
in mathematics! It is
often used to represent
real-world applications,
such as bacterial growth
population growth, and
compound interest.

X = number of investors in the first month
H = number of months

LET'S TRY TO WORK OUT WHAT HAPPENS IF...

a) The schemer starts with two investors in the 1st
month. Find out the number of investors required by

the 13th month, using the exponential function!

b) The schemer starts out with six investors in the 1st
month. How many investors would be required by the
13th month? (Hint: It's larger than the world's
population!) This is why Ponzi Schemes are
unsustainable and destined to faill

A Ponzi / Pyramid scheme is sometimes also referred to as Multi-Level Marketing (MLM) scheme.
There have been many well-documented MLM schemes in recent history. Do you know of any?



IF YOU ARE INTERESTED TO FIND OUT MORE,
CHECK OUT THESE TITLES AVAILABLE AT NLB!

Par Taanagers amd
Collpgs Stalemis

The Complete Guide to
Personal Finance

Author: Tamsen Butler
Publisher: Atlantic Publishing Group Inc, 2013
Only available as an eBook on NLB OverDrive

Saving money doesn't need to be difficult or overwhelming!
Learn how to start by constructing your budget plan and
locking at strategies that help you stick to your long-term
saving goals.

Synopeiz adopted from Attantic Publizhing Group Inc

SGAM ME
IF YOU GAN

FRANK W. ABAGNALE

Scam Me If You Ccan

Author: Frank W. Abagnale
Call No.: 344. 163 ABA
Publisher: Portfolio/Penguin, 2019

A former scam artist wanted by the FBI reveals how your
money and personal information are under threat! Check out
the book for the inside intel on their operations and tips to
prevent falling for scams!

Synopeis adapted from Portfolio/Penguin
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