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IntroductionIntroduction
This e-book is a compilation of tips taken from my frequently updated blog on personal 
finance. Some of my financial concepts have helped others to live a better life, 
financially. 

This e-book is available for download at my website. If you find the tips here useful, 
please help spread the word and share this information with your family, relatives and 
friends. Feel free to make as many copies as you want and distribute it. However, please 
do not alter the content in any way. Keep it intact and don't sell it to make money.

As and when I compile more tips, I will release new editions of this e-book. To be 
updated on my latest tips on financial planning, you can subscribe to my frequent money 
tips via email. Click here to enter your email address.

Just in case you are interested to know more about me as the author, please visit my 
website at http://kclau.com

http://www.KCLau.com/
http://kclau.com/
http://www.feedburner.com/fb/a/emailverifySubmit?feedId=896655&amp;loc=en_US
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Tip #1: Get your first car FREETip #1: Get your first car FREE

Before making a down payment for a new car purchase, please consider getting a used 
vehicle. If you are a responsible driver, apply the following strategy and you will be able 
to get your first car free of charge. The secret is to take advantage of the no-claim 
discount (NCD). 

No Claim Discount, or NCD is a discount given to the policyholders upon renewal of their 
motor insurance if no claim arises or is made from the policy for a continuous coverage of 
12 months. The discount given is based on a fixed rate provided by Persatuan Insurans Am 
Malaysia (PIAM) Motor Tariff. 

NCD For Private Car

Period of Insurance Private Car
After 1st year 0%
After 2nd year 25%
After 3rd year 30%
After 4th year 38.33%
After 5th year 45%

5th year onwards 55%

Example: Suppose you are buying a 15 year old proton saga 1.5l ( automatic , power 
steering)

Cost: RM5000 (pay CASH)
Insurance: RM277.50 ( comprehensive)
You could consider buying a 3rd party insurance as it may work out cheaper.

Worried about getting an old car? Believe me, the maintenance cost for the old car is 
much lower than the interest payment for a new car. 

After you use the old car for 3-5 years, buy your dream car:

Example: Buying a new Honda Civic 1.8 iVtec

Cost: RM113,800
Insurance: RM3225.90 
After a NCD, you get a 55% discount. This means you pay RM1451.65.
You save RM1774.25 every year onwards for car insurance premium alone!

http://www.KCLau.com/
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RM1774.25 x 3 = RM5322.75

So, you can now consider your 1st car FREE!

http://www.KCLau.com/
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Tip #2: 5 Basic Benefits you should get from LifeTip #2: 5 Basic Benefits you should get from Life  
Insurance ProtectionInsurance Protection

Since I am an insurance agent myself, it is my job to always ensure that my clients are 
well protected. I will try to explain this simply so that you will know what can be insured 
in a life insurance policy. 

There are 5 major benefits: 

1. Accidental Care
This is usually a rider attached to a main policy. It covers permanent disability and death 
caused by accidents only. Accidents include car accidents, falling down, etc. Normally it 
pays double the amount of sum assured if an accidental death happens at a public 
conveyance (bus, passenger airplanes,LRT)

Adequate coverage: 5 times your annual income
It is cheaper to get this accidental policy as a standalone plan from General Insurance 
companies. Some people only have this type of policy. I discourage this. You should 
remember that you actually go to war with underwear only, no armour, no helmet.

2. Hospitalization and Surgical Benefit (known as medical card or health card)
These benefits can cover most if not all of your medical expenses at hospital.

Adequate coverage: >RM150/day room and board benefit. Yearly limit of >RM50,000. 
There is a lifetime limit of >RM150,000.
The health card is not a credit card and it does not have money in it! In genuine cases, 
you should not have problems getting the Letter of Guarantee from the insurer when you 
are hospitalized. However, insurance companies have the right to investigate before they 
pay out the claim.

3. 36 Critical Illnesses (Cancer, Stroke, Heart Attack etc)
This differs from the health card. This benefit is paid in a lump sum to your account, and 
not to the hospital. The purpose of this benefit is to replace your potential income loss 
when you take long leave for medical care.

Adequate coverage: 3 times your annual income.

4. Total Permanent Disability (TPD)
TPD is a very severe case. When a person suffers from TPD, he would have lost his 
ability to earn a living. There are 2 forms of benefit for TPD:

http://www.KCLau.com/
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a) Lump Sum - this benefit is normally included when you purchase the policy for 
36 Critical Illnesses.
b) Annuity - This is a separate rider which will pay you a yearly benefit. It is 
advisable to get the protection up to your annual income. However there is a 
maximum cap of RM50,000 per year per life assured per insurance company. If your 
income is more than that, you can consider buying a different policy from a 
different insurer to get yourself fully covered.

5. Natural Death
No matter how you die, the insurance company will pay your family the death benefit, 
except committing suicide within the 1st year. Since the life assured is unable to enjoy 
this benefit, it is up to the individual to calculate how much coverage he or she needs for 
the dependents. For instance, a man whose wife is taking care of their 1 year old son full 
time might want to consider insuring the expenses of the family for up to 25 years. 

http://www.KCLau.com/
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Tip #3: How to Save 50% Service Charges WhenTip #3: How to Save 50% Service Charges When  
Investing in Balanced Funds Investing in Balanced Funds 

Based on past history investment performance, a managed balanced fund in Malaysia 
gives an industry average return of 10% per annum. Most balanced funds, or mixed 
asset funds charge a front load of 6.5%, which is equal to what is loaded on equity funds 
investment. 

Looking at the other side, fixed income funds or bond funds have very low upfront 
charges. Some unit trust companies do not charge an upfront service fee on those low 
risk funds which require less management task. Public Mutual charges 0.25% only on its 

series of bond funds. 

A balanced fund is an investment portfolio 
which diversifies its holdings over a range 
of asset classes which typically include 
shares, fixed interest, property, overseas 
securities and cash. Most balanced funds in 
Malaysia are set up to invest 50% in equity 
and 50% in fixed income securities.

Photo by wysterior

Here is the money tip I am going to share: 

Instead of buying a balanced fund that is loaded 6.5%, you can create your own 
"balanced" portfolio by investing 50% in equity funds and 50% in bond funds. You will save 
half of the charges, compare 6.5% to 3.325% (3.25% + 0.125% = 3.325%) 

Example: Let's say you want to invest RM20,000 in a balanced portfolio. 

Option 1: Buy a balanced fund and pay 6.5% of RM20,000. This would be RM1,300.

Option 2: Invest RM10,000 in equity funds and pay RM650 charges. Invest the other 
RM10,000 in bond funds and pay RM25 charges. The total upfront fees is RM675 only.

Do the maths and you will find that Option 2 will save you some money.

Illustration 1: Is your portfolio balanced?

http://www.KCLau.com/
http://flickr.com/photos/wysterior/


www.KCLau.com

Top Money Tips for Malaysian Page 10 of 51 Created by KCLau

But before you do this, consider these points:

Balanced fund is in "auto" switch mode: 
Because of the default investment 
strategy stated in the investment trust 
deed, the fund manager must not hold 
more than 50% equity. When the equity 
part of the fund is making profit, a 
certain portion of it has to be sold to 
revert the fund back to "balanced" 
portfolio.

If you are building a balanced portfolio, 
there are other things that might affect 
your "balancing act" such as certain 
human emotional weaknesses. When your 
equity funds are in the red section, you 
should switch a portion of your fixed 
income unit to the equity portion to 
make it "balanced". You will have to do 
the re-balancing manually. 

\

When the funds are in bear market, many investors get so overwhelmed with 
negative emotion and this can affect your investment decision.

If your investment is small scale, you will have to consider switching fees at about 
RM25 per switch. When your portfolio is just a little bit off balance, it might not be 
viable to switch and re-balance.

Illustration 2: Net worth chart of a 
financially well-planned person

http://www.KCLau.com/
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Tip #4: Be a Financial GeniusTip #4: Be a Financial Genius

Definition of net worth is assets minus liabilities. More accurately, it should be defined 
as total assets less total liabilities.

Net Worth = Total Assets - Total Liabilities

In this case, assets include all your economic resources, such as fixed assets (land, 
vehicles, house) and current assets (cash, money owed, stock, unit trust, etc)
Liability is anything that is owed to someone else, including your mortgage, car loan, 
credit card debt etc.

Plot Net Worth Chart versus Age
The net worth of a person is the value of his possession in monetary terms. You can say 
that the wealthier a person is, the greater is the net worth. When we plot the net worth 
of a person over his age, we will know how the person actually manages his money. There 
are two groups of people: The financial idiots who belong to the worst group and the 
financial geniuses who belong at the other end of the spectrum. Most of us are 
somewhere in between.

Financial Idiot

This chart shows an idiot digging a never 
ending debt hole. Until the day he is too broke 
to even declare bankruptcy, he will be buried 
in the deep pile of debt shit. There is no other 
way to help this guy unless he is willing to 
delay gratification, cut a lot of expenses, and 
work hard to save!

Illustration 3: Net worth chart of a 
financial idiot

http://www.KCLau.com/
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Financially Disciplined
If you are educated enough and have the discipline to save, you will get the chart shown 
in Illustration 3.

This is a typical chart of a graduate, who takes up a study loan to obtain his tertiary 
education certificate. That’s why you will see the line chart drops to the negative part. 
After he graduates, he knows that he is in debt. He gets a job and moves up the 
corporate ladder. Meanwhile, by spending less than he earns, he’s able to settle the 
study loan, and build up some assets. You will see that his net worth goes up and finally 
stops at the retirement age. After he retires, there is no more active income generated 
and he starts to spend his hard earned retirement fund. This fund might be just enough 
for him to spend until the day he rests in peace.

This is not too bad right? In fact, there is a study that shows that only 5 out 100 fresh 
graduates can successfully achieve the net worth trend shown in Illustration 3. These 
people are said to have achieved financial independence. They don’t need monetary 
sponsorship from family members nor the public. These are the financially educated 
group.

Financial Genius
A financial genius is someone who is really good with 
handling money. It doesn’t require a Ph.D in Maths or 
Economics to pull off something shown in Illustration 4. 
What ones needs to know is some simple arithmetical 
operations. He definitely knows that to have a positive 
net worth, assets have to be greater than liabilities at 
all times. He would also know that savings is equal to 
income minus expenses.

I think financial idiots know these simple principles 
too. The only difference is that the financial geniuses 
know that wealth and money is unlimited, but time is 
limited and scarce. Time ends at our last breath. Illustration 4: Net worth chart of 

a financial genius

http://www.KCLau.com/
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Tip #5:  Focus on Increasing incomeTip #5:  Focus on Increasing income

Cash flow chart involves simple mathematic 
calculation: 

Saving = Income - Expenses. 

Savings is the priority since it appears first in the 
equation. To increase savings, we can either increase 
income, reduce expenses, or do both at the same time. 
Which option requires your most attention?

If You Focus on Reducing Expenses

If your main focus is on cutting down your expenses, it is 
all about frugality or even living cheap. I find that many of 

the personal finance blogs preach about how important it is to live frugally. Is it worth 
your effort? When you don't know how to increase your income, cutting down expenses is 

the easiest route to increase your net worth.

50 things you can do to reduce expenses
1. eliminate hand phone
2. cancel newspapers, magazine and other periodicals subscriptions. 
3. use energy efficient lamps
4. purchase generic prescriptions when possible
5. buy in bulk when shopping for grocery
6. terminate your gym membership
7. read books at library instead of going for movie
8. cut your vacation
9. stay at home whenever possible
10.stick to your budget
11.cancel your TV subscription
12.use email instead of phone whenever possible
13.compare before you make any purchase
14.plan menus for the week before you shop for grocery
15.prepare shopping list to avoid impulse buying
16.go to the store just once a week
17.do not go to restaurant when you are hungry
18.plan the use of leftover food
19.buy clothing at the end of the season
20.shop at discount stores

Illustration 5: Cash Flow 
Formula

http://www.KCLau.com/
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21.buy used item whenever possible
22.use public transportation, if available
23.have good health habits
24.avoid smoking
25.avoid drinking alcohol.
26.play board and card games, they are cheaper
27.attend concert only if it is free
28.make your own home accessories
29.consider less expensive housing
30.Pack school and work lunches
31.review insurance coverage. Are you over insured?
32.reduce trips outside the home
33.use 10% less than usual
34.stop shopping, even window shopping
35.change to cheaper brands
36.look for discount coupon
37.buy only when you are offered rebates
38.drink plain water only whenever you dine out.
39.don't keep more than ten ringgit in your wallet
40.cut all your credit card except one that gives you the lowest limit
41.do your own car maintenance such as changing oil
42.stop going to a hairstylist
43.rides bike instead of car
44.avoid silly bank fees
45.don't buy a car
46.just rent a small room to stay
47.share room and split the rent
48.stay with your parents
49.start blogging and it will cut all your other entertainment
50.ask for discount every time before you pay for something

Hard work and no fun!

Wow !!! There is a lot of hard work. But do you really want to put yourself through this 
torture. I can only agree with item no.49, which had saved me a lot of money.

How much can you save? It is limited.

No matter how hard you try, you can only cut down your current expenses completely. 
Most people will celebrate if they can cut 10%. 30% is already too much for most people 
to compromise their lifestyle. The crux of the matter is, by concentrating on reducing 
expenses what you get is hard work, no fun, and only will be able to save as much as 
the amount you didn't spend.

http://www.KCLau.com/
http://kclau.com/2007/06/14/8-reasons-why-blogging-save-more-money/
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If you Focus on Increasing Income

If you change your focus to increase your income instead of reducing your current 
expenses, you will see a whole new world of opportunities laid out for you. 

25 things you can do to increase your income
1. invest in stocks
2. invest in real estate
3. increase your knowledge
4. sell items you no longer need
5. get a part-time job
6. rent out spare room
7. join MLM
8. start a business
9. learn how to sell
10.make money online
11.get a raise or a second job
12.change your thinking
13.raise your rates
14.get extra work 
15.get money from public aid or charities, if you are qualified
16.go back to school to acquire additional skills
17.buy an established small business
18.arrange a better fengshui at your home and your work place
19.start a 'make money' online blog
20.invest in commodity
21.take your company public
22.pay less tax
23.learn forex trading
24.invest in unit trust
25.get sponsorship from family members, if you dare.

This is a tough job but a lot of fun!

How much can you possibly earn and save? It is unlimited! The sky is the limit. 

http://www.KCLau.com/
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Be an income pursuer rather than a great saver!
So, how much time do you spend in a day to increase your income? 8 hours? 12 hours?
Is it viable to cut down the effort to live more frugal life? How about spending the time 
saved to work out some plans to increase your income?
I am definitely an income pursuer. How about you? 

http://www.KCLau.com/
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Tip #6: Refinance Home Loan To Save MortgageTip #6: Refinance Home Loan To Save Mortgage  
Interest ChargeInterest Charge

Refinancing your existing home loan can save you a lot of mortgage interest. In certain 
cases, you can easily save more than a hundred thousand if you are borrowing hundred 
thousand ringgit to buy your residential house. 

The reason to refinance mortgage:
to save interest cost by “switching” to better home loan package offered by other 
banks
to reduce monthly payment
to reduce or prolong loan tenure
to cash out the home equity for emergencies or other needs such as children 
education and business venture.
maybe it's just simply to enjoy better flexibility in managing cash flow
to consolidate all other debt into one with the lowest interest charges

How much can you save by refinancing home loan?

Look at the example below.

Home loan details of Mr.Tan:
• Start paying monthly installment on 1st January 2004
• loan tenure of 30 years
• mortgage interest rate with his existing bank: first year 2.5%, 2nd year 7%, 3rd 

year 7.5%, 4th years onward 7.75%

After the lock in period of three 
years with the existing bank, he 
can refinance his mortgage to 
another bank because there will 
be no penalty on early 
settlement. Let's say another 
bank is offering a fixed rate 
package as shown below: 

• 1st to 5th year - 6.18%
• BLR - 1.55% thereafter 

( BLR or base lending rate 
= 6.75% in 2007)

Illustration 6: Existing loan payment schedule

http://www.KCLau.com/
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• moving fees are absorbed by the bank

To compare apple to apple, I calculate using the remaining tenure of 27 years and only 
refinance the principle of RM191,204.55.

The new schedule is reflected below:

Before refinancing, he would have to pay 
RM1410 per month as installment. After 
refinancing with the new bank, he only pays 
RM1214.67 per month, providing him a positive 
cash flow of RM200 each month.

Compare the total amount of installment paid 
after 30 years:

No refinancing Refinancing ( from 4  th   year)   

RM498,625.39  RM408932.28

Total savings = RM89,693.11. 

He can save even more by refinancing after 
lock-in period of the new bank (normally 3-5 
years). Keep repeating the same strategy of 

refinancing and he'll be out of mortgage debt 
much earlier than the initial 30 years tenure.

Illustration 7: Home loan payment 
schedule after refinancing

http://www.KCLau.com/
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Tip #7: Investment Replacement Feature Tip #7: Investment Replacement Feature 
Investment-linked plan (ILP) is probably the first life insurance policy you buy in Malaysia 
if you are below 30 years of age this year. The new business premium collected for ILP 
will exceed the traditional policy in the near future. In this article, I will show you a 
special add-on rider that makes ILP stand out as the most wanted policy by young people. 
This feature is called "investment replacement". 

What is a life insurance rider?
A life insurance rider is an insurance that:

is attached to a policy of life insurance
adds specified events and contingencies to those insured under the policy
is subject to the terms and conditions of the policy.

In layman terms, a rider is an extra protection that you add to an existing life 
insurance policy.

Investment Replacement Feature 
This is not a technical term used in the insurance industry. In fact, I think I am the one 
who coined this term to explain to my clients. Imagine that you lose your ability to 
continue injecting capital for investment. This inability can be controlled if you have the 
"investment replacement" feature. 

When a person invests his money, whether in shares, real estate, unit trust, etc, he has 
to initiate it with the money from his savings. Savings is the money left after paying all 
the bills from his active & passive income. As long as he continues to manage his cash 
flow in a positive manner, surplus will be available from time to time to be used for 
investment.

What if something bad happens to him? I would categorize reasons for death as Dreaded 
diseases and Disability. This means that the person will not be able to continue earning 
active income. If he has this "investment replacement" feature in his investment-linked 
policy, his investment can actually continue.

Important Feature that Beats Unit Trust & Shares
Let's say you are able to invest thousand dollars a year, in unit trust, shares or other 
investment vehicles. With a decent return and years of hard work, you know that you can 
easily become a millionaire in the future, provided that 

You let the investment compound with enough time (about10-30 years)

http://www.KCLau.com/
http://kclau.com/2007/01/14/investment-linked-vs-traditional-insurance/
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You continue to inject capital from your savings.

You properly manage the risk to get the return you desire.

What if a dreadful disease strikes you in the first few years. You might lose the time. You 
might also lose the ability to earn and save. Can you still continue to invest in unit trust? 
Can you still have the extra savings for share investment? It is hard to tell and definitely a 
tough challenge. 

I've read books and heard speakers at seminars saying that you should buy term and 
invest the difference. But frankly speaking, can you afford a million dollar policy when 
you have just started a career? If you can't, you are actually jeopardizing your effort to 
become a millionaire.

That's why I said that this "investment replacement" feature is the secret weapon that 
beats unit trust & shares. 

How it works?
For an insurance agent, this is known as the waiver premium rider or payer benefit rider. 
These are the insurance jargon used. In layman's terms, this is just called "investment 
replacement".

This rider is an optional unit deduction rider that can be attached to any Regular 
Premium Investment-Linked policies.
This rider waives all annual premiums for Investment-Linked policies upon Total 
and Permanent Disability or occurrence of any 36 critical illnesses, whichever is 
earlier.
Insurance charges will be deducted from the unit fund(s). This option can be 
attached at any time effective at next monthly due.

In short, if you have this rider in your investment-linked policy, the premium under the 
regular premium investment-linked plan will be waived, if any of the following events 
occur within the benefit term chosen:

(a) Total and Permanent Disability after 5  years of age in the next birthday 
and before 65 years of age in the next birthday;or

(b) Upon occurrence of any of the 36 critical illnesses, whichever is earlier.

http://www.KCLau.com/
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Once the disaster strikes, make your claim and all you have to do is to live long, and wait 
for your money to grow. The insurer pays the premium on your behalf. The premium will 
be used to purchase the investment fund you choose. As long as you are alive, the 
insurance company will continue to invest for you in your policy till the day you pass 
away or when you reach 70 years of age, whichever earlier.

If nothing happens, it is even better because it goes according to your plan. You earn, 
save, invest and become a millionaire!

New Waiver Premium Rider from Great Eastern
In August 2007, Great Eastern Life Assurance Malaysia launched a new waiver premium 
rider, named IL Waiver of Premium Plus (WP-Plus), which gives you the feature discussed 
above. 

Illustration 8: The maximum premiums to be waived

Although there is a cap of maximum RM24,000 per year per life, this is still a big sum of 
money. 

http://www.KCLau.com/
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Illustration 9: Risk Charges Schedule of 

WP-Plus rider

Let's do a simple calculation exercise. 

Life assured: 25 year old, female, non-smoker, paying RM2000 yearly premium.
Insurance charges deductible from her investment fund is:
at age 25 = 2000 x 0.81/1000 = RM1.62 per year
at age 26 = 2000 x 0.96/1000 = RM1.92 per year
at age 55 = 2000 x 9.71/1000 = RM19.42 per year

Conclusion: 
This is a "must have" rider for young people, because it is so cheap and affordable. 
Compare a million dollar policy which cost a few thousand ringgit a year to a 
waiver premium rider that only costs a few ringgits a year. 
If you only invest in unit trust or shares, and disregard your investment-linked 
policy as an effective investment tool, you are actually missing a great golden 
goose!
The rider becomes expensive at the time we don't really need it. When you are 
more than 55 years old, it might be too late to think about investing for 
retirement, isn't it? Take a look at the insurance charges after age 55. 

Investment replacement feature is definitely a great buy!
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Tip #8: Get Rich using Excessive DebtTip #8: Get Rich using Excessive Debt
Paying off a debt is a nightmare to ordinary people. Most people hate it when it comes to 
the due date for mortgage installment, car loan installment and credit card debt. 
Probably the reason debt gets so much hatred is because it is associated with bad 
consumer debt most of the time. Those are really bad debts that we should hate and 
avoid. In order to get rich, make friends with good debts instead.

How Good Debt Makes You Rich

For illustration purposes, I will show you two different scenarios how a person handles 
debt that affects his financial situation. 

John earns $10,000 each month, spends $5,000 and saves the other $5,000. 

The figure below shows his current cash flow and net worth.

For easy illustration, let's assume John's only asset is his house worth $200,000. His 
outstanding mortgage is $150,000, leaving him a net worth of $50,000.

Illustration 10: John's  
monthly cash flow and net 
worth chart.
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Scenario 1: Buy a bigger house
John found a great deal to buy a bigger house which was worth $500,000. So he sold his 
existing house, and used the remaining $50,000 for down payment. After buying the 
bigger house, his mortgage installment increased. Moreover, all other home related bills 
also increased because a bigger house needs more electricity energy supply, more 
maintenance works, more quit rent etc. This resulted in higher expenses - $8,000 per 
month. His surplus dropped to $2,000 per month only. Figure 2 shows his new cash flow 
and net worth charts.

Scenario 2: Buy another house for investment purposes

Instead of moving into a bigger house, John decided to invest in real estate by buying 
another house for rental income and capital appreciation. The new house is worth 
$300,000 and he got a deal that did not require any down payment. His monthly expenses 
rose and in fact it was just the same as moving into a bigger house shown in Scenario 1. 
However, because the new house was rented out for $3,000 a month, his income rose to 
$13,000. This allowed him to continue to save $5,000 per month. The figure below shows
his new cash flow and net worth charts after the investment.

By simply looking at the net worth chart, Scenario 1 and Scenario 2 are identical. 
Nonetheless. Scenario 2 definitely makes John a wealthier person because he has 

Illustration 11: Scenario 1: 
John's monthly cash flow 
and net worth chart after 
buying a bigger house.
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increased his cash flow. After 1 year, his saving is doubled as compared to that if he 
bought a bigger house. 

Bad-Debt-Free vs. Good-Debt-Free
Good debt works for you. Bad debt makes you its slave.

Good debt increases your income. Bad debt decreases your savings.

I know some people think that mortgage of their homes they are staying in is good debt. 
But in fact, it is a bad one because it doesn't increase your income.

I want to be bad-debt-free. At the same time, I want to learn how to leverage my 
investment with good debt. 

Please note that if John's houses appreciate by 10% a year, it is calculated from the total 
assets of $500,000. This means he gets $50,000 return a year. But if he didn't buy the 

Illustration 12: Scenario 2: John's monthly 
cash flow and net worth chart after 
investing in a new house for rental 
income.

http://www.KCLau.com/
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house, how much could he get for 10% return from other investment such as mutual fund? 
He can only invest with the monthly $5,000 surplus, which is just a small fraction of 
$500,000. If John prefers to be totally debt free, he reduces the chances to get rich 
faster.

If you want to be totally debt free, it might cost you a great fortune!

http://www.KCLau.com/
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Tip #9: Understand Insurance “Switching”Tip #9: Understand Insurance “Switching”

What is insurance switching?

Insurance switching is an industry jargon that's actually not known to most life insurance 
agents. If you follow through all my articles about life insurance, you will notice the 
difference between investment-linked policy (ILP) and traditional policy. For ILP, 
insurance companies charge natural premium. This means that the insurance charges 
increase according to age. But for a traditional policy owner, you pay a level premium 
which is calculated using the age of entry. Insurance switching here means dropping the 
traditional plan to get an ILP or vice versa.

Do you really need to switch insurance?
There are two points of view, you either switch from the traditional plan to ILP, or from 
ILP to the traditional plan. 

Switch from Traditional plan to ILP
Some agents advice their potential clients to lapse their existing traditional and 
buy a new ILP. This is definitely wrong because Bank Negara has imposed a rule 
that the act of replacing a policy within one year will be penalized. The agent 
selling the new policy won't get any commission on the new sale.
There are still some policyholders who follow the agents' advice to switch because 
of the appealing features of an ILP - low premium, high coverage, better health 
card etc. Why aren't the agents penalized? This is due to the lack of linking 
between different insurance companies. There is no such centralized system where 
company A can track the status of the policy held at company B. 
You must realize that ILPs charge a high insurance cost especially at old age. You 
are getting the advantage of low insurance charges at a young age. ILP is not so 
appealing to older folks who want whole life protection on dreaded diseases. When 
you reach 70 years of age, the mortality is simply ridiculous that your premium 
paid is impossible to cope with the ultra high insurance charges.

Switch from ILP to Traditional
• Some policy owners are under the impression that ILP is actually for investment. 

But that's not true in that terms just because some agents might sell you the 
investment features of ILP. ILP is designed with integrated insurance features. In 
fact, ILP is a very effective tool to give comprehensive coverage at low affordable 
premium especially for younger people. 
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• When you get older, you might want to consider switching from ILP to a traditional 
plan. The proper way to do that is to reduce the protection on ILP, and buy a 
new traditional plan. Ask your consultants whether the insurance companies 
provide a guaranteed switch that doesn't require any health proof. When you 
reduce your ILP protection, it is not necessary to reduce your premium. Instead, 
you can take a premium holiday and just stop paying premium as long as your 
investment value is substantial enough. 

Conclusions
1. Buy both policies; traditional and ILP as soon as possible. This ensures that you lock 
in the best features of both types of policies at the lowest premium affordable at a young 
entry age.

2. Buy ILP if you are young and can't afford to have both type of policies. Normally for a 
budget of RM250/month, you can have a decent combination of both. Lower than that, 
just get the ILP.

3. Buy a traditional policy if you are approaching retirement age, and seeking life and 
critical illness coverage. Bad investment performance won't affect your policy status 
much unlike ILP which depends very much on investment return and your age. 

http://www.KCLau.com/
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Tip #10: Earn Some Passive Income While Surfing theTip #10: Earn Some Passive Income While Surfing the  
InternetInternet

You are reading this ebook. Most probably you regularly surf the Internet too. You might 
be searching for information, search for a certain product reading, or reading an 
entertaining blogs and news site. Once in a while, you will bookmark a website in order 
to come back to it in the future. 

To make money from your routine Internet browsing habit, you just need to change the 
way you organize the information that interest you. One of the easiest way to make extra 
passive income online is creating Squidoo lens. 

Squidoo is a website hosting hundreds of thousands of lenses. Each lens is one person's 
look at something online. 

Lenses are free. 

Lenses pay a royalty to you and also to hundreds of great charities. 

Lenses get you credibility and traffic... and lenses only take a few minutes to build.

You don't have to pay anything to use Squidoo. It is an incredibly easy platform that 
allows you to build a lens, all by yourself, in less than five minutes. It lets you mash up 
your lens page with Youtube video, Amazon products, Google news feed, Flikr photos and 
many other Internet stuff without the knowledge of programming, IT, or Internet 
marketing knowledge. 

When you are searching reference on writing a birthday message to your best friend, you 
can organize the result of your study and put it in a lens: How to write a memorable 
birthday message.

When your wife is pregnant, and you want to help her make a better decision whether to 
go through natural childbirth, you create a lens - Pregnant Woman: Epidural or Natural 
Childbirth - to compile the most relevant information for her to read. 

When you are looking for the music created by your idol, you create a lens about his 
discography with all the album artworks shown in one page, plus your favourite music 
videos, live concert video clips and interviews.

At the same time, you earn royalty and affiliate sales commission just by simply 
reorganizing the information you are searching for. Create your lens now.

http://www.KCLau.com/
http://kclau.com/squidoo.php
http://www.squidoo.com/sting-album-discography-download-concert-ticket-lyrics/
http://www.squidoo.com/sting-album-discography-download-concert-ticket-lyrics/
http://www.squidoo.com/pregnant-woman-epidural-vs-natural-childbirth/
http://www.squidoo.com/pregnant-woman-epidural-vs-natural-childbirth/
http://www.squidoo.com/birthdaymessage/
http://www.squidoo.com/birthdaymessage/
http://kclau.com/squidoo.php


www.KCLau.com

Top Money Tips for Malaysian Page 30 of 51 Created by KCLau

Tip #11: Employ “Compound Interest” to Work for YouTip #11: Employ “Compound Interest” to Work for You

Unit trust is an easy means of obtaining a spread of investment. It is suitable for 
passive investor, who doesn't want to, or doesn't have extra time to invest their cash 
savings. For an investment capital to grow, we must not underestimate the power of 
compound interest - what Einstein calls the "8th wonder of the world."

Question from a reader

This is a question from a regular reader:

Does compounding interest really apply in unit trust? if so, can you show me 
how does it apply? If possible, please include how to forecast an investment in 
unit trust. For example, if I invest RM10,000 today in equity fund, what will i 
get in 20 years time? Thank you

In fact, the answer can be "yes", and also "no". It depends on how you apply the power of 
compounding interest. If you know how to apply it, unit trust really shows you the power 
of compounding effect. If you are not mentally prepared, the power of compounding 
interest is just a myth.

What is the power of compounding interest?
Let's look at the definition of compound interest:

Interest that accrues when earnings for a specific period are added to 
principal; thus interest for the following period is computed on the principal 
plus accumulated interest.

It means you don't withdraw the interest earned from your capital. Just let the returns 
stay in your investment account and let it compound. Your next interest returns will be 
calculated using the accrued principal plus interest. 
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For example, you save RM1,000 in a Fixed 
Deposit account giving you 4% interest in 
returns per annum. Provided that you don't 
withdraw anything from the account, your 
account balance will look like this:

Use this compound interest calculator to verify the figures.

http://www.KCLau.com/
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Notice that the curve line growth is 
exponential. The greatest interest earned is 
towards the last few years. The exponential 
growth will be more significant towards the 
end.

How to "employ" compound interest?

Imagine you have a loyal employee called "compound interest". He will work for you day 
and night non-stop. All you have to do is not disturb him at work. Let him concentrate on 
his job. At the end, he will definitely deliver the magnificent results for your hard earned 
money.

In order to enjoy the power of compound 
interest, make sure you provide the perfect 
working environment:

Start saving and investing as soon as 
possible

Let your savings and investment accrued 
compound as long as possible

Photo by orangeacid

Try to get the best investment return with bearable risk
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How to apply compound interest in unit trust 
investment?
No matter where you put your money, provided the money is still yours, compound 
interest will work for you. Consider the following places where you save your money.

under your pillow - compound interest still works, but with 0% interest rate.

in savings account - compound within 1-2%

in fixed deposit account - compound 3.7% p.a.

in unit trust - compound with a wider range, say -5% to 20%

in shares - compound with an even wider range, say -50% to 100%

in properties - hard to predict. If you buy a house that's never completed, you lose 
your capital plus interest charges of your mortgage. However, some experienced 
property investors can get their money compounded many fold per annum.

But if you spend the money instead, I guarantee that compound interest won't work for 
you anymore, because the money is no longer yours.

You can even use borrowed money to invest. For instance, you get a home loan to buy 
house, or borrow money from your parents to invest in stocks. If you manage to get 
higher returns than the interest charges, compound interest is working for you. 

But if you borrow money to spend, then compound interest is working against you. 
The harder it works, the poorer you are.

In order to let compound interest work wonders in unit trust investment, you should:

1. Never repurchase your fund unit - let your capital stay in there as long as possible. 
When you want to lock the gain from time to time, use the switching facility.
2. Review your portfolio performance regularly - make sure it is giving you positive 
returns as often as possible
3. Invest as early as possible - start investing when you are still young. It will give you 
the longer term to invest and get through all the equity roller coaster ride when you reap 
the returns at the end.
4. Invest as much as possible
5. Never get tempted to spend your earnings - just leave your returns in the fund. 
Forget about it! Leave it until you reach your financial freedom.

http://www.KCLau.com/
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How much can you get from RM10,000 initial investment 
after 20 years?
Use the compound interest formula to calculate the value of a compound interest 
investment after 'n' interest periods.

FV = PV( 1 + i )n

where:

'FV' = Future value after 'n' interest periods.
'PV' = Present value of Principal, the amount invested at the start.
'i' = the interest rate applying to each period.
'n' = the number of interest periods (number of years for per annum computation)

From the reader's question above,"If possible, please include how to forecast an 
investment in unit trust. For example, if I invest RM10,000 today in equity fund, what 
will i get in 20 years time?". In this case, 

PV = RM10,000
n = 20 years
i = whatever annualized return you think your equity fund can produce

Use this compound interest calculator, 

When i = 10%
FV= RM67,275

When i = 15%
FV = RM163,665

When i = 25% (Hey, this is better than Warren Buffett's portfolio, the world's best 
investor)
FV = RM867,362

In fact, it depends on how your investment portfolio is doing for the long term. 
Sometimes an equity fund can give you 40% return in a year. Sometimes it makes a loss of 
30% in extreme bear market. If your portfolio can produce 15% return per annum 
consistently, that's already marvelous.

To get decent return from unit trust investment, you can refer my articles about:
The secret of unit trust investment

http://www.KCLau.com/
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Asset allocation 
Portfolio Rebalancing

Summary for Action

Through the power of compounding, a small amount of money over time can grow into a 
substantial sum. Investments can increase in value over time - and the longer the time 
frame, the greater the value. This is achieved through returns that are earned, but not 
spent. When the return is reinvested, you earn a return on the return and a return on 
that return and so on. Therefore in order to benefit from the power of compounding 
returns, you must invest as much as possible, in a lump sum now! And keep on investing 
or saving whenever you get spare cash. Don't just spend it!
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Tip #12: Quickly Evaluate an Investment using theTip #12: Quickly Evaluate an Investment using the  
Rule of 72Rule of 72
Rule of 72 is a basic investment rule that estimates the amount of time it will take to 
double your money. It is generally used as a simple and straightforward method for 
estimating an investment's doubling time or halving time. In this article, we will go 
through the application of the Rule of 72.

How to apply the Rule of 72
These rules apply to exponential growth and decay respectively, and are therefore used 
for compound interest as opposed to simple interest calculations.

Years to double = 72 / Interest Rate

Take the percentage of interest on your money and divide it by 72. 

For example, an interest rate compounded at 9% percent would double in eight 
years (72/9 = 8).
If medical fees increase at 8% per annum, the "rule of 72" gives 72/9 = 8 years 
later, your medical bill will double; an exact calculation gives 8.0432 years. After 
another 8 years, you will need to pay 4 times of the medical bill compared to 
present situation.
When your unit trust consultant tells you that a particular fund gives 100% return 
in 6 years, you roughly know that when the funds are annualized, you get -> 72/6 = 
12% return per annum.
If inflation rates go from 2% to 3%, your money will lose half its value in 36 or 24 
years.
A share you bought 8 years ago is only worth 1/4 of its previous value. Using rule of 
72 twice, the share shrinks at a rate of 18% p.a. (For the initial 4 years, it falls to 
half of its value. Wait another 4 years, it falls further to only a quarter remaining)

When to use the Rule of 71, 70 and 69.3
The rule of 72 provides a good approximation for annual compounding, and for 
compounding at "typical rates" (from 6% to 10%). But there are situations where other 
rules will give more accurate answer.

• low rates - for a rate lower than 6%, Rule of 69.3 will give a better result than 
Rule of 72. 

• daily compounding - Since daily compounding is close enough to continuous 
compounding, for most purposes 69.3 - or 70 - is used

http://www.KCLau.com/
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• higher rates - a bigger numerator would be better (e.g. for 20%, using 76 to get 
3.8 years would be only about 0.002 off, where using 72 to get 3.6 would be about 
0.2 off). This is because, as above, the rule of 72 is only an approximation that is 
accurate for interest rates from 6% to 10%. Outside that range the error will vary 
from 2.4% to −14.0%. For every three percentage points away from 8% the value 
72 could be adjusted by 1. 

Millionaire's Estimation
Felix's Corollary provides a method of approximating the future value of an annuity (a 
series of regular payments), using the same principles as the Rule of 72. The corollary 
states that future value of an annuity whose percentage interest rate and number of 
payments multiply to be 72 can be approximated by multiplying the sum of the 
payments by 1.5.

As an example, 12 periodic payments of $1000 growing at 6% per period will be worth 
approximately $18,000 after the last period. This can be calculated by multiplying 1.5 by 
$12,000. This is an application of Felix's collorary because 12 times 6 is 72. Likewise, 8 
periodic thousand dollar payments at 9% will result in 1.5 times the $8000, or $12,000. 

The millionaire's estimation is a simple 
savings calculator, posing the question "How 
much must I save per year to have saved 
$1,080,000?" Of course, the annual interest 
rate is a factor. In the original challenge, the 
number $1,080,000 was chosen due to its 
multiplicative relation to the number 72.

Photo by danielygo

Using Felix's corollary, one can estimate that by saving two-thirds of the total, in periodic 
deposits, the interest will take care of the rest (since 1.5 times two-thirds will equal the 
desired goal). So the goal is to set aside $720,000 in equal periodic deposits, such that it 
grows to approximate the target amount of $1,080,000.
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If you want to be a millionaire in 12 years, 
just save $60,000 a year in an investment 
vehicle that gives you 6% a year. 
If you want to be a millionaire in 6 years, 
just save $120,000 a year in an investment 
vehicle that gives you 12% return per 
annum.

Summary for Action
The 'Rule of 72' is a simplified way to determine how long an investment will take to 
double, given a fixed annual rate of interest. I bet you don't want to bring your financial 
calculator wherever you go. Just apply the Rule of 72 to quickly make a rough estimate of 
a particular investment. Try estimate the route your friends or family member can take 
to become a millionaire using the Felix's Corollary and the Rule of 72.

Reference:

• More information at Wikipedia - Learn how to use the combination of Felix's 
Corollary and the Rule of 72 to estimate investment return.

• Rule of 72 calculator  
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Tip #13: Beware of the Worst Advice from InsuranceTip #13: Beware of the Worst Advice from Insurance  
AgentsAgents

I often get this question about life insurance from readers, prospects and clients -- 
Should I lapse my existing policy in order to buy a new one?

My answer is always a big NO. You can buy a new life insurance policy, but surrendering 
your existing one is always not to your benefit. 

Why you shouldn't surrender your existing policy

Photo by kiddharma

1. Your existing policy was bought "previously", 
which means that you were younger at that time. 
The premium rate should be cheaper if you are 
going to get it now.

2. Cash value of an insurance policy starts to 
build up and accumulate significantly at least 
after 2 years time. Refer to your insurance policy 
bonus payment, surrender value which can be 

found on the sales illustration or inside the policy. In other words, during the initial 
years, there is not much money left in your policy. If you lapse it and buy a new one, you 
are actually putting yourself back to previous condition. Don't "reset" your insurance 
policy.

3. If you couldn't afford to pay the premium, you can opt for premium holiday, or 
automatic premium loan. Pay for it later when you are in a better shape financially. Just 
don't surrender it.

4. If your existing policies don't fulfill your protection needs, you should buy new policies 
that compliment the existing policy features. 

5. Insurance agents get the biggest chunk of sales commission during the initial years. 
When you can't afford to buy a new policy, don't listen to your agent who try to persuade 
you to lapse the old policy in order for you to afford a new one. If you really need that 
much protection, I am sure that you will find ways to afford the premium. You can cut 
other expenses, but not your existing policy premium.
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Replacement of Policy

As described by an insider who works in the Conservation Unit of the insurance industry:

In January 2005, Bank Negara Malaysia issued a directive which focuses on the 
Replacement of Life Insurance Policies. In simple terms, the replacement of 
policy refers to the act of replacing an existing policy with another policy.
The replacement being done through a various means that includes lapsing or 
non-payment of premiums, or, surrendering of the original policy, modifying 
the original policy so as to reduce its premium amount, allowing the original 
policy to go in Automatic Premium Loan, and a few more conditions as defined 
in the directive.

It was also stated clearly at Life Insurance Association of Malaysia (LIAM) website:

It would not be in the best interest of the policyholders to replace their 
existing policies. This is because they will probably have to pay a higher 
premium for the new policy since they are older. The cash value of their 
policies will take time to build up and the 2-year period of contestability will 
begin again. 
LIAM has issued a set of Rules on Replacement of Policies to discourage such 
practices and to protect the interest of policyholders. Under these rules, an 
agent would not receive any compensation for the new policy that replaces 
another policy within less than 1 year before or after the original policy is 
discontinued. 

More details click here (pdf).

Conclusion

The worst advice you might get from an insurance agent is "to lapse your existing 
policy". You might have bought a policy that's not according to your "want", but I am sure 
it can be packaged someway to meet your real needs.
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Tip #14: Minimize Upfront Service Charges  in UnitTip #14: Minimize Upfront Service Charges  in Unit  
Trust InvestmentTrust Investment

Investment always requires transaction cost. The typical cost in unit trust investment is 
the upfront service charges (paid to the agent), management fees (paid to the fund 
managers), and trustee fees (paid to the trust corporation). These costs are inevitable. 
But when there is a problem, there are always a few strategies to minimize the damage. 

How to Minimize Investment Cost in Unit Trust
Saving upfront means you have successfully made the better first step compared to 
others. Adding the compounding interest effect, the investment cost you save will 
snowball into a big chunk later. Here are four strategies:

Construct your own balance portfolio   instead of buying Balanced Funds
Become a unit trust agent (required to pass an exam and maintain your account 
active with the minimum business brought in every year)
Buy new funds which offer lower service charges during offer period
Lock in the low service charges offer with auto debit standing instructions
Buy funds from the same companies which only charge low switching fees 
whenever you need to do switching or portfolio rebalancing. If you buy different 
funds from different fund houses, you would have to redeem the unit and purchase 
again when you are switching from Fund House A to Fund House B.

In this article, I will share with you another advanced strategy, which is actually inspired 
by one of my brilliant client. He is my course mate, my best friend, my musician buddy, 
and also one of my business venture partner. 

Most New Funds Offer Lower Service Charge
As we all know, most new funds provide promotions during the initial offer period. For 
example, the recent launch of Public Sector Select Fund (PSSF) and Public Islamic 
Sector Select Fund (PISSF) paved way for a promotional service charge of 5.45% of 
NAV per unit instead of the normal 6.5%. Public Mutual might be the most generous 
company in new fund offering. Other companies do provide similar offers as well. Some 
companies will give promotional offers for investment amount of more than RM10,000. 
When you are buying new funds, this is the benefit you will be getting. 

Recently, Public Mutual also promoted heavily for investors 
to initiate standing instructions for dolla  r cost averaging  . 
If you keep on investing in the new funds using auto debit 
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from your account monthly, you will still enjoy the same low rate of 5.45% service 
charge. 

The only reason not to invest in new funds (besides not having the budget) is that the 
fund investment strategy might not suit your appetite, or fit well into your investment 
portfolio. So here is the trick! Keep reading.

Photo by rashdan

Switch to Suit your Portfolio
Once you have bought the new funds with low service charges, you can now switch to 
other funds that suit your appetite. The only charges you need to pay is the RM25 
switching fees. Many companies charge a flat RM25 switching cost. If you know any other 
company that charges lower, or free of charge, please inform us using the comment 
section below. 

In this case, you will save 1.05% but still get to invest in the fund that suits your 
portfolio.

Beware

● The switching fees is RM25 per switch. If you only invest RM1000, RM25 is 2.5% of 
your total investment. So this strategy is only workable if you are investing more 
than RM2500. The savings made from 1.05% is RM26.25. It is just enough to cover 
the switching fees. 

● Timing is also a matter to consider. If the new funds make a loss, but the fund 
you intend to switch into is making profit, you might have missed the boat. But 
nobody can ever correctly time the market. Moreover, the initial offering period is 
normally 3 weeks. A lot of things can happen in 21 days. Disaster comes without 
warning.

● If you are going to use this trick, inform your agent so that you can get all the 
documents done at a go. If not, your agent would have to meet you again to sign 
the switching form later. It is a long term relationship with your agent. 

Do you love this trick? Download my free ebook for more tricks that's not known to you.

http://www.KCLau.com/
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Tip #15: Top 4 Methods to Enjoy Tax Relief forTip #15: Top 4 Methods to Enjoy Tax Relief for  
Education Purpose {Complete Guide for Malaysians}Education Purpose {Complete Guide for Malaysians}

We all hate to pay tax. Ironically, the more taxes you pay, the wealthier you are. 
However, it might not be necessarily so. Because a person who earns more than you 
might be paying less tax money with proper tax planning. One of the areas that you can 
get a tax relief in, is education. 

Education is a liberal concern because it is about 
empowering people with the skills, knowledge, 
attitude and aspiration to develop themselves. 
Some believe that in order to have a brighter 
future with better earning capability, higher 
education is a must. In this article, you will find 
the complete guide for a Malaysian on how to 
enjoy tax relief or tax deduction for education 
purposes. 

Photo by bunkaaddict

There are four areas in which you can take advantage of the tax relief for education 
purposes:

1. Child education insurance policy - Maximum RM3,000
2. Skim Simpanan Pendidikan Nasional - Maximum RM3,000
3. Post graduate education - Maximum RM5,000
4. Book purchase - - Maximum RM1,000

Child Education Insurance Policy

A child education policy is a life insurance product specially designed as a savings tool to 
provide a lump sum of money when your child reaches the age for entry into college. If 
you opt for a payer benefit rider, an education policy provides the assurance that, in the 
event of an untimely demise of the parents or legal guardian, the child will have access 
to funds to help finance his/her education expenses. Under a child education policy, the 
child is the life assured, while the parent/legal guardian is the policy owner. 

Types of child education policies available

There are two main types: endowment and investment-linked policy. The difference 
between the two lies in the structure as well as the nature of investments.

http://www.KCLau.com/
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1. Endowment Policy

An endowment policy combines a savings component with protection coverage. 
Endowment policy may be either participating or non-participating. As the name implies, 
a non-participating policy does not participate in the life insurance fund's profits but all 
insurance benefits are fully guaranteed. On the other hand, for a participating policy, a 
portion of insurance benefits are guaranteed. However, the ultimate amount of benefits 
at maturity are not guaranteed as these depend on the performance of the insurance 
company's participating life insurance fund.

Example of endowment education policy: 
Great Eduplanner: Education Endowment Insurance Plan |Great Eastern Product Reviews

2. Investment-linked policy 

An investment-linked policy combines the elements of investment and protection on your 
requirement as a policy owner. It offers flexibility as you are able to increase or top-up 
your monthly premium contribution as your income improves. If you wish to be more 
aggressive with the instruments of investment, an investment-linked policy will also allow 
you to choose the types of funds your money will be invested in. However, like any other 
similar investment, there are higher risks involved and there are no guarantees on the 
returns, which may be higher or lower than projected.

Tax incentive of RM3,000 for Child Education Policy

One of the benefits of using life insurance as a savings tool for a child's education policy 
is the tax advantage. Insurance proceeds are tax-free and you can also obtain an annual 
tax relief of up to RM3,000 for the payment of premiums for education insurance, subject 
to approval by the Inland Revenue Board. In order to qualify for tax relief, 

the education plan must be taken up by the parent/legal guardian and it must 
mature when the child reaches the age of between 13 to 25. 
opt for a payer benefit rider throughout the life of the policy.
make sure the policy has a the word "education" printed in the policy title
another method is to purchase an endowment policy wherein the life assured is the 
parent, but the beneficiary must be nominated to the child and should mature 
before the child reaches 25 years old.
if your wife elects for separate assessment, she can also claim the same amount of 
relief on her life, education and medical insurance premiums.

http://www.KCLau.com/
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PTPTN Skim Simpanan Pendidikan Nasional

Perbadanan Tabung Pendidikan Tinggi Nasional (PTPTN) introduced a savings scheme 
which puts emphasis on 'Savings Towards Higher Education'. Besides ensuring annual 
dividend returns, the SSPN also provides special financial incentives in the form of 
Matching Grants especially for low income depositors. In addition, insurance coverage 
and payment of death compensation is provided free of charge to all eligible depositors.

How to Open a SSPN Account

To open an account, the application form along with the following documents must be 
submitted at the PTPTN counter 

• A copy of the depositor’s MyKad/Military/Police Identity Card;
• A copy of the child’s MyKid/Birth Certificate/MyKad; and
• Certification of adoption (if the SSPN account is meant for an adopted child). 

For a family whose household income does not exceed RM2,000 per month, the latest 
income statement of the family must be submitted along with the application form and a 
copy of the spouse’s MyKad/Military/Police Identity Card.
 
The minimum total deposit for purposes of opening an account and increase of deposit is 
RM20 for each nominated beneficiary’s account. Deposit increases can be made as soon 
as the membership card is received.

Eligibility to apply for PTPTN education financing 

• For household income exceeding RM2,000 per month, a minimum deposit of 
RM3,000 is required

• For household income does not exceed RM2,000 per month, a minimum deposit of 
RM500 is required.

Benefits:

• Tax relief on savings up to RM3,000 per year
• Free insurance coverage up to RM50,000 (dollar to dollar) for depositors who have 

an accumulated deposit of a minimum of RM1,000  (Eligibility for insurance/death 

http://www.KCLau.com/
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compensation is only for depositors between 18 and 65 years, whereas death 
compensation is awarded only to beneficiaries aged 1 to 28 years)

• Matching grant with a maximum endowment of RM10,000 per family (A family 
whose household income does not exceed RM2,000 per month is eligible for a 
matching grant when the child is accepted into a higher learning institution)

• Deposits as low as RM20 at any time deemed necessary and government guarantee 
on savings

• Competitive dividend rate and tax exemption on dividend

Saving Method:

• Salary deduction for staff of government and private sector
• Salary deduction through Biro Perkhidmatan Angkasa
• Auto debit - Bank Pertanian Malaysia and Maybank
• Standing instruction - Bank Simpanan Nasional; or
• Online transaction through e-SSPN - especially for those who have savings accounts 

in Bank Islam Malaysia Berhad, CIMB Bank, Hong Leong Bank, Public Bank Berhad 
and Maybank.

Account Statement:

• The account statement is prepared and posted to the address of the depositor 
twice annually

• No savings book is given
• All beneficiaries will be given SSPN membership cards

Withdrawal

Withdrawal of savings can only be done after one (1) year of saving in the SSPN. The 
withdrawal of 10% of the balance in the account or RM500 (whichever is lower) once 
annually is allowed (after one year of becoming member). Withdrawal of up to 100% of 
the balance in the account is allowed if the beneficiary fulfills one of the following 
criteria:

• Is accepted at any government recognised IPT;
• Withdraws voluntarily from the education system or is terminated for specific 

reasons;
• Chronic illness with no hope of recovery with doctor’s certification;
• Permanent disability; or
• Death

Deposit Collection Agents:

The opening of an SSPN account can be done at the PTPTN headquarters and at all 
deposit collection agents throughout Malaysia.

List of agents: 

http://www.KCLau.com/
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• CIMB Bank Berhad
• Bank Pertanian Malaysia (BPM)
• Bank Kerjasama Rakyat (BKR)
• Bank Simpanan Nasional (BSN)
• Bank Islam Malaysia Berhad (BIMB)

Contact PTPTN:
Tel No:  03 - 2093 9889
Fax No:  03 - 2098 6589
E-mail:    simpanan@ptptn.gov.my

Post Graduate Education

To promote a culture of lifelong learning among Malaysians, the Government proposes 
tax relief of up to RM5,000 on education fees. This relief can be extended to all post-
graduate studies (Masters and Doctorate levels), effective from Year of Assessment 2008.

Every individual is eligible to claim a RM5,000 relief provided that the post-graduate 
studies are at institutions or professional bodies in Malaysia and are recognised by the 
Government or approved by the Ministry in charge of acquiring law, accounting, Islamic 
financing, technical, vocational, industrial, scientific or technological skills or 
qualifications. Please note that this deduction is effective only from YA 2008 onwards.  

Book Hunting

To further inculcate the reading habit and in line with life long learning, the Government 
provides tax relief on the purchase of books up to RM1,000 per year. All the text books 
for your children, or your own post graduate studies are eligible for tax relief. Even the 
Harry Potter and magazine you buy from book stores can be used to deduct tax. But you 
must keep the book purchase receipt for tax audit later. 

Some reminders

• Buy books and magazine from chain bookstore, such as Popular, MPH, BORDERS 
etc. You will notice the receipt provided by Popular have [BK] printed for book 
items. 

• You can even order your book via the internet - Amazon, Barnes and Noble. 
• Normally, there won't be any receipt produced when you buy magazines from local 

book stores. If you want your expenses to be tax deductible, avoid this.

http://www.KCLau.com/
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Summary

If you fully utilize the tax relief for the above elaborated 4 areas:
1. Child education insurance policy - Maximum RM3,000
2. Skim Simpanan Pendidikan Nasional - Maximum RM3,000
3. Post graduate education - Maximum RM5,000
4. Book purchase - - Maximum RM1,000

There is a total of RM12,000 tax relief to be claimed. I will definitely use up item no.1, 2, 
and 4. But for item no.3, there is no clear definition of post graduate study and list of 
courses that is eligible. It would be nice if colleges and universities can indicate the tax 
relief eligibility when promoting their courses for working adults.

If your tax bracket is 21%, you will save up to maximum of RM2520 tax payable yearly.
Last but not least, I would urge that you take advantage of them all during year end. 

• Purchase your child insurance policy and pay yearly in December - the premium 
paid will be eligible for tax relief immediately

• Open SSPN account in December, and max it up to RM3,000. 
• Consolidate the receipt of book purchase, and use up the RM1,000 if you enjoy 

reading books. If not, try buy books as gift to others whenever possible. Books are 
great birthday gift. It is definitely worthier than flowers.

By using this "year-end" strategy, you have kept the money with you for a full year and 
already reap the full investment return. 

More on personal tax relief, download the guideline from IRB (pdf file) 

http://www.KCLau.com/
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Tip #16: Know What your Time's WorthTip #16: Know What your Time's Worth

What's your time worth?
Value of money is always tied to time. If you work, you need to understand the basic 
fact that you're trading your time for money. Time is a non-renewable resource, but 
money is not. You will be able to make much more money if you understand the 
relationship between time and money. That's why one of the fundamental subjects of 
financial planning is “Time Value of Money”.

Simple Method to Calculate Your Hourly Wage Without 
Using the Calculator
Take your total gross income per year, remove the last three zeros and halve the result. 
RM100,000 becomes RM100. Half of it becomes becomes RM50. This means your hourly 
wage is RM50. This is a very simple way to calculate your hourly rate.  

The calculation below is based on an 8 hour work day, 5 days work week, and 4 weeks of 
working month. Try calculate the real number,  it won't be too far away. 

RM100,000 / (12 months x 4 weeks x 5 days x 8 hours) = RM52.08

Hourly Rate = Annual Salary / 1000 / 2 

Tax Consideration
There's no escaping from this. Some portion of the money you make is contributed to the 
Income Revenue Board (IRB) (Income Tax). If your hourly rate is RM50 and your highest 
tax bracket is about 20%, your actual hourly wage is RM42. 

http://www.KCLau.com/


www.KCLau.com

Top Money Tips for Malaysian Page 50 of 51 Created by KCLau

Always use your net income to estimate 
the time your money is worth. 

Photo by saffi 

Knowing the Application

Should you outsource, or do it yourself (DIY)?

People love DIY. But you know you can't be an expert in every field. If you DIY, it might 
cost you more than hiring an expert to do it for you. 

In Malaysia, hiring a house cleaning foreign maid costs about RM8/hour. Let's say you are 
trying to save money by doing all the cleaning yourself. You spend the whole day from 
morning till evening, 8 hours in total to complete the job. If your hourly rate is RM50, you 
have just spent RM400 to clean your house. Instead, you could employ a temporary maid 
and pay her RM8/hour. She might get the job done in 4 hours and being a professional 
housekeeper, I bet she can do a better and faster job than you can. You only spend RM32 
in contrast to RM400 if you did it yourself. If you make use of your time for a productive 
job, you can earn the difference of RM368.

Most of the time, I would hire someone else to do the low value job and free myself up to 
do the things I love to do.  

So ask yourself these questions:

● Should you cook or buy take-away packed food?

● Should you wash your own clothes or send it to the laundry?

● Should you type the letter and print the invoice or hire a secretary?

Forget about all those non-core functions that you hate to do. Stop it immediately. 
There are people who are much more skillful. By outsourcing them, you will have more 
resources to be better utilized.

2. How many hours is it worth?

http://www.KCLau.com/
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When you buy something, you're trading minutes or hours or days of your life to possess 
that thing. So before you buy that nice cloth, do a simple calculation using your hourly 
earning to see whether it is worth your time spent (on working for it, not the time spent 
buying it). 

If you make RM10 an hour and something costs RM50, you can figure that it takes five 
hours of your life to pay for that thing. 

Next time when you are making a decision to buy something, ask yourself, “How much 
time is it worth?”

Beside that, the hourly rate also apply to other things you do that's not productive. 
Example:

● You spend one hour waiting for your turn to get that free toy 
● You drive 30 minutes to a supermarket to get milk that is 50 sen cheaper than the 

groceries store just nearby your area. 
● You spend an hour contesting a RM10 mistake on your Celcom phone bill.

3. Increase your hourly rate, and build income on top of others people's time.

Since time is a limited resource, we should try hard to increase our hourly rate. Tiger 
Woods earned $111 million in 2006 alone. His hourly wages is $55k per hour!

However, there is always a limit on a person's earning. In order to grow your income 
further, try imagine that you have a bunch of associates that make money for you. Let's 
say whenever they make RM10, they will make another extra RM1.00 for you. I can see 
that now you are starting to think “rich”. Indeed, helping others make money is one of 
the fastest way to get rich. 

I've been working hard to help others make money. The more people I help, the more 
money I will get. When your perspective change, it is a whole new world waiting for your 
exploration.

Can you suggest any method to help people make money?

Further reading:
● Personal Finance:   What's Your Time Worth  ?  
● Free Money Finance:   What's Your Time Worth  ?  
● The Simple Dollar » Figuring Out Exactly How Much   Your Time   Is   Worth   
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