8 Tips to Save More $$$

Singapore recorded a raise in inflation to four per cent in December 2021, and 2.4 per
cent in January this year. Despite that, during the Singapore Budget, the finance
minister announced that the Goods and Services Tax (GST) will be raised from the
current seven per cent to nine per cent progressively over the next two years.
How, then, will the additional increase in GST affect us, the consumer? The GST
increase will inherently cause inflation - higher cost of living - in turn erodes our
purchasing power. Our paycheck is not going as far as it once did unless our wages
increase at the same pace. To mitigate the effects of the reducing value of our
savings and earnings, we could perhaps keep some of these considerations in mind
or consider personal budgeting.

1- Needs vs Wants
To purchase the same item or consume the same service, we have to spend more
than we did before. Is this item or service an absolute necessity? Can I do without it?
If you can live without it after a week, it’s not essential to you. If you have forgotten
about it, it is junk.

2- Find Alternatives
Are there similar items or different brands which we can consider switching? Perhaps
there may be a more cost effective alternative to the services you need?
Look out for weekly promotional sales and discounts. If not, bulk purchase to reduce
total amount spent.

3- Instant or Delayed Gratification
Could we put off the desire for that bag or the latest gadget? Resisting temptation to
satisfy that immediate pleasure may be financially rewarding. There is long-term
reward in saving, as well as financial freedom. The reward for delayed gratification is
even greater as you compound your money.

4- Stay Debt Free
Increased spending in dollar terms means more money enters the supply chain which
can drive inflation higher. To curb higher inflation, the monetary authority may
increase bank interest rates. Higher interest rates means higher repayment amount
(if your loan is at a floating interest rate). If you have any debt, now is a good time to
knock some of it down. And, it is advisable to pay off all credit card bills instead of
incurring interest charges if you only pay the minimum amount.

5- Reasons for Personal Budgeting
Setting up a budget may be challenging at first, but in the long run, it can reduce your
stress by ensuring you have all your expenses covered and savings for the future. An
emergency fund of up to six months may keep you from debt in case of job loss or
unexpected event.

6- The 50 30 20 Budget Rule
The rule states that you should
spend up to 50% of your after-tax
income on needs and obligations
that you must-have or must-do
such as housing, mortgages,
utilities, transport, household
expenses, food and grocery,
children education, recreation and
insurance
premiums.
The
remaining half should be split into
30% to spend on everything else
that you may want like a new
iPhone or a vacation, charitable
giving or social entertainment, while the remaining 20% should be in your savings.
When you are happy with your budget allocation, do not stop there. Put it into
practice. It doesn’t become real until you actually follow through.

7- Track your Spending
Review your spending monthly by looking through your credit card statement and
bank account. Monthly budgets could be tracked with budgeting apps or using
software like Excel spreadsheet or just use pen and paper.

8- Grow Your Money
Finding a way to boost the income side of the equation can have the biggest impact
on our propensity to consume. If you have extra cash in the bank, you may try keeping
it in a high-yield savings account or, invest in Singapore Bonds, in unit trusts or in a
balanced portfolio of stocks and shares, to beat inflation and to grow your money.

Encouragement to get started:
The best possible way to be prepared for tomorrow is to be prepared today. We can
neither avoid the GST increase nor the inflation. Since we cannot escape the
responsibilities of life, let’s start budgeting, start tracking, start saving.
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