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Title: Can you really afford to educate your child?
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Worried the cost of
education will increase
in 20 years’ time? These
tips will ease your fears.
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Also, in the event of death or disability of the sole breadwinner, the savings may be diverted

to cover other living expenses instead.

a- INVEST IN LONGER-TERM INVESTMENT PRODUCT
Investments such as stocks and unit trusts are managed by professional fund
managers and can potentially reap higher returns.

However, any form of investment will carry a certain degree of risk
of losing some or all of your savings and is subject to market volatility.
It is important to determine if the investment product suits your risk

appetite and investment time horizon.

3- USE CPF SAVINGS

CPF allows you to use 40 per cent of your Ordinary Account funds

to\pay for your child’s education. However, bear in mind that as you

¢an withdraw money from your CPF for other approved purposes, your
balafices may not be sufficient to finance your child’s education. Also, CPE
savings cannot be used to fund an overseas education.

q- BUY AN ENDOWMENT POLICY
An endowment policy encourages longer term disciplined savings via premiums paid on a
regular basis.

It is a life insurance policy with a specified maturity date. You can choose a policy term such
that the policy matures at the time when your child enters university.

It gives a stable compounded return, which grows in value over the years. It also offers
higher returns than bank interest rates. To benefit from the policy, you should ensure that you
pay your premiums faithfully. It is not advisable to terminate the policy prematurely as the
surrender value payable to you may be less than the total premiums you have contributed.

5- BUY AN INVESTMENT-LINKED POLICY (ILP)

Another option is an ILP which uses your premiums to buy life insurance protection and

investment units in a managed fund. The advantage of an ILP is that it is for you decide how
much death benefit you want and what proportion of your premiums should go into meeting
your pure investment objective.

Like a unit trust, your money is pooled with that of other investors and invested in funds of
your choice.

The price of your units depends on how the investments in the fund perform. Whart it pays
out depends on the price of the units at the time you cash it in or die. Most ILPs are also sold
with a death benefit.

[t'may be suitable for those who like a higher potential for investment return. It also
provides you with much-needed protection against financial loss should you meet with an
uiforeunate event. G

Thednformation in this article is of a general nature and may not apply to every situation or to your own
personal civcumstances. This article should not be regarded as a substitute for seeking professional advice on any
specificiissue. Consumers should always seek the counsel of their financial advisor or insurance representative
when in doubt.
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