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indirectly, of the use and application of any contents of this 
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A note to the reader 

 
This book is a compilation of the articles and ideas I’ve 
published online, on my website, or on other people’s websites, 
in newspapers and magazines, and in other types of 
publication.  
 
You might have already come across some of the ideas in this 
book. The purpose of producing it is to give you the 
convenience to access my writing in a more organised format.  
 
That’s why I’ve made the electronic version freely 
downloadable. Meanwhile, the physical copy is not available, 
sorry guys :). If by any chance you are reading this as a 
physical book, I might have printed a few (limited edition and a 
collectible). 
 
Also for your convenience, I’ve made the size of this book small 
enough to fit on your mobile device screen, so that you don’t 
have to do excessive horizontal scrolling to read the pages. 
 
I will be updating this book from time to time since I am writing 
new content on a regular basis. I urge you to subscribe to my 
e-mail list in order not to miss out on any future updates.  
 
I would also like to express my deepest gratitude to Ian R A 
Brown for editing this ebook. 
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Ian R A Brown lived in Hong Kong for 27 years working in the 
marketing communications industry and as a writer, editor and 
proof-checker. 
  
He now offers these services throughout Asia to anyone 
wishing to present a polished, professional image in their 
written communications. If you need his service which I highly 
recommend, please contact Ian (ianrabrown@hotmail.com) 
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Personal finance should be taught in 

schools 

 
In the UK, people have suggested that the British government 
should include personal finance as one of the school subjects. It 
would ensure that young people become as well versed in 
savings and loans as they are in algebra and Pythagoras’ 
theorem.  
 
Robert T Kiyosaki wrote in his book If You Want to Be Rich & 
Happy: Don’t Go to School!  about education flaws. One of the 
reasons Robert suggested that we skip school education is that 
school simply produces knowledge workers for the business 
world. In school, we are taught about algebra but never apply 
the simple mathematical plus and minus functions in our 
financial affairs. 
 
Do you notice that some of your friends who previously 
performed poorly at school are now doing financially better than 
you? Most probably they only know simple algebra. Countless 
highly-educated people are in deep debt and are poor in money 
management.  
 
You can have a head start when you have a good education 
and a good degree. But that’s just a head start. Financial 
success is a long-term endeavour. 
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How to “feel” wealthy 

 
Wealthy means having an abundant supply of money or 
possessions of value. I am writing from the financial planning 
point of view. To some people, possessing RM1,000,000 is 
regarded as wealthy. To some who are already affluent, the 
billionaire might be their threshold to be perceived as wealthy. 
 
To me, to “feel rich” is to have the comfort of: 
- enough buffer in case of emergency. 
- ability to do whatever I like without worrying about money. 
- travelling comfortably to wherever and whenever I like. 
- ability to buy the things I need (not “want” - as needing a car 
and wanting a Ferrari are entirely different) without hesitating on 
the price. 
- helping my family to achieve their dreams. 
 
How about your list? I think most of us will probably have the 
same list or a slight variation on it. 
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Money won’t make you rich 

 
You might have seen someone suddenly acquire a substantial 
amount of wealth in a very short time. Perhaps they 
unexpectedly inherited great wealth from a family member, or 
won a lottery, or got lucky with Uncle Lim (Genting Casino). But 
they lost it all within a few years. Perhaps they even became 
poorer than before! How can this happen? It is because having 
a lot of money is not the same as being wealthy. It is what we 
do with the money that determines how wealthy we are. 
 
When Ken won the lottery of RM1 million in 2005, he bought a 
BMW 7-series car with a 10% down payment. He also 
purchased a house with a market value of RM1 million with a 
10% down payment. He quit his day job and upgraded his 
lifestyle. He dined at fancy restaurants. He changed his 
girlfriend every two weeks. But he forgot that the money he had 
was just luck, and he finally went broke three years later when 
he was unable to pay the instalments on the bungalow 
mortgage and the BMW car loan. You may have heard such 
stories many times. 
 
Having a lot of money does not make you rich. If Ken had had 
proper money management skills, it would have been a 
different story. 
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When you are financially illiterate, giving you more money is like 
giving a gun to a child. You might harm not only yourself but the 
people surrounding you too. 
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How rich are you? Here is the benchmark 

 
Most people are reluctant to answer this question because only 
1% of the population are rich! 
 
However, if you were to respond to such a question honestly, 
what would you say? Would you answer “I have two houses, 
three cars, a few FDs, etc.”, or “I am worth RM300,000″, or “I 
earn RM20,000 a month”, or something similar? 
 
There are many ways to state our wealth. In fact, wealth is 
more appropriately indicated by “time”, not by the amount of 
assets we have. 
 
This is the formula: 

Wealth = How long we can maintain our 

lifestyle without working 

In other words, according to the above formula, this is how we 
could state our wealth: 
 
I can maintain my current lifestyle for ten years without working. 
 
How long would it be for you? How wealthy are you? Three 
months? One year? 
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I read The Millionaire Next Door back in 2001. It is a marvellous 
book! Here is one of the gems: 

 
Multiply your age by your realised pretax annual 
household income from all sources except 
inheritances. Divide by ten. This, less any inherited 
wealth, is what your net worth should be. 

One’s expected net worth (ENW) = Age X 

(realised pre-tax annual household income 

excluding inherited income)/10 

Example, Mr Lee’s annual income is RM100,000, age 35.  
 
Lee’s expected net worth = 35 X RM100,000 /10 = RM350,000. 
 
According to Dr Thomas J Stanley (the author), there are three 
categories of wealth accumulator: 

1. PAW – Prodigious accumulator of wealth 

2. AAW – Average accumulator of wealth 

3. UAW – Under accumulator of wealth 

If Mr Lee’s net worth is RM800,000, which is more than two 
times ENW, he is a PAW. 
 
If Mr Lee’s net worth is RM50,000 only, which is less than half 
ENW, he is a UAW. 
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Let’s calculate yours; which category do you belong to?

Simply divide your age by 10, and multiply it by your current 

income. This should give a rough estimate of your expected net 

worth. 
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Making you rich is not a financial 

planner’s responsibility 

 
What are the responsibilities of a financial planner? There are 
many kinds of financial planner marketing their services. Some 
are single-product planners: insurance agents, unit trust 
consultants and will-writers. Some are multiple product 
consultants – they deal with insurance, will-writing, unit trusts 
and so on. Some are fee-based advisers – they are 
independent and charge consultancy fees only. The latter kind 
of planner is rare in Malaysia. In fact, I don’t know any who only 
charge fees and don’t earn commission on any financial 
products in Malaysia. 
 
No matter what kind of planner they are, their role or 
responsibility to the clients might be similar to the list here: 
- provide proper advice on related financial matters. 
- provide product information. 
- recommend suitable products based on the customer’s need. 
- engage clients with suitable product suppliers ( insurance 
company, unit trust company, will writing service provider, etc.). 
- provide after sales services. 
- help client to save. 
- help client to invest for medium to long term. 
- help clients to protect their wealth. 
 
Their roles are to help with managing a client’s financial 
resources, which is $$money$$. As stated above, the list does 
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not include “Help the customer to become rich”. This task is 
certainly out of the job scope.  
 
If meeting a financial planner and getting proper advice will 
make you rich, you will certainly feel that the consultant fees are 
too cheap to be true. In other words, don’t expect the financial 
planner to help you get rich. But if you meet the right one, he 
might be able to show you how others get rich.  
 
If you still haven’t got what I am saying, this is the conclusion: – 
getting rich (if and only if you want to get rich), is your 
responsibility. It is not a burden or role of the financial planner. 
They are just making a living after all.  
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Sell + fish = Selfish 

 
The act of giving someone money won’t make them rich. It is 
similar to feeding the hungry with fish. They will take it for 
granted and never learn to how to catch fish. 
 
But if you teach a person how to make more money, it is like 
teaching the hungry how to fish. Some people prefer to ask for 
fish rather than taking the initiative to learn the skill to catch on 
their own. This kind of person will forever remain weak. 
 
Some sales people prefer to sell fish to their client. They are 
afraid that when the customers learn the fishing skills, they will 
lose their job. If we add the two words “sell” and “fish” together 
we get “selfish”. I don’t want to sell fish to you, but I would love 
to teach you how to fish on your own. 
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What you don’t know about the priority 

that can hurt you 

 
What’s the major difference between these two “similar” 
mathematical equations? 

A. Income - Expenses = Saving 
B. Income - Saving = Expenses 

 
The answer is: What is the priority? Spending or saving? 
If your priority is to spend first, and then only to save what’s left, 
it is most likely expenses>savings. 
 
If your priority is to save first, then only spend what’s left, it is 
most likely savings>expenses. 
 
The majority of wealthy people are the second type. Saving and 
investing are their priorities! 
 
If you find it difficult to delay your gratification, consider 
engaging a system to help you, such as an EPF, an endowment 
insurance plan or a standing instruction for unit trust purchases. 
You can even ask your mum to save for you! 
 
Set the right priority for you, and you’ll be on your way to 
financial freedom. 
 

https://KCLau.com page 20/104 

https://kclau.com/


 

            Money Tips Volume 1 

 

Earning for the past, present and future 

 
Your earned money can be divided into three parts which are 
spent according to three time continuums. 
 
1. Spending for the past 
If you committed to some debt in the past, such as a housing 
loan, a car loan or a credit card debt, there is a portion of your 
present income set aside to pay for all these. They are 
expenses committed in your past. 
 
2. Spending for the present 
This includes our daily meals, petrol and other current 
consumption. 
 
3. Spending for the future 
This is the portion of your income kept for future needs, like 
retirement, education, vacations and so on. 
 
It is fair to have a balanced portfolio –: 1/3 for each and you will 
have a balanced financial statement.  
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Understanding your cash flow and net 

worth charts 

 
I will show you three charts which consist of cash flow and 
assets vs liabilities. Learn to understand the charts, and you will 
be on your way to riches. 
 

Let’s look at the chart of the average person. 
 
Financial situation: 

● Always spend less 
than they earn. 

● Save a portion from 
their income every month. 

● Conservative, passive 
investors who mostly keep 
their money in the bank. 

● Buy a house, purchase 
a car, go to work and wait for 
retirement. 

● Net worth grows 
slowly. 

● Frightened of debt and 
try hard to pay it off as soon 
as possible. 
Being average is better than 
being poor. 
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Understanding the chart of the poor person 

 
Financial situation: 

● At first, there is a 
small saving at the end of 
each month. 

● But they use the small 
surplus to acquire more debt 
– buying stuff they can’t 
afford. 

● Liability is greater 
than the amount of assets, 
resulting in negative net 
worth. 

● Excessive liabilities 
put more load on the overall 
expenses because there is a 
need to pay interest charges 
– negative cash flow. 

● When they finally get 
a career promotion with a higher income, they use the 
tiny surplus to acquire more liability -- switch to a bigger 
house, a bigger car, etc. 

● Frugal is a word that doesn’t exist in their dictionary. 
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Understanding the chart of the rich person 
 
Financial situation: 

● They behave like the 
Millionaire Next Door. 

● Normally they work 
hard to increase their income. 

● They earn more than 
the average but still spend like 
the average. 

● They save a lot from 
every paycheck which is 
normally invested in something 
they are familiar with, probably 
in their own business. 

● Some ultra rich people 
know how to leverage good 
debt. They might get into 
deeper debt, but at the same 
time the debt is being used to 
acquire justifiably greater 
assets. Assets contribute more 
earnings and improve their 
cash flow chart. 

● Financially, they are 
independent. 

● They are prodigious 
accumulators of wealth. 

What do your cash flow and net worth charts look like? 
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Sound advice about money patterns  
 
Here we analyse the movement of income and expenses. 
Watch the progress on the charts carefully and plan ahead for 
unforeseen circumstances. Examining the pattern of your cash 
inflow and outflow is an essential part of determining your 
financial well-being. 
 
Ideal income and expenses flow 
Let’s look at the chart below which shows an ideal movement of 
income and expenses over a person’s entire life. 

 
 
 
Section A: Learning phase 
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The learning phase started the day you were born. In fact, it 
never ends because learning is a lifelong journey. But in this 
case, let’s say a person needed 20-25 years of education to be 
equipped with the skills to earn a decent living. During this 
phase, our life is sponsored mostly by our loving parents. There 
is no income generated, and most people find that it is the best 
time of their life. No worries about money. No major 
commitments.  

Outflow > Inflow 
 
Section B: Accumulation phase 
When we started our first job on the first day after graduation, 
most of us got excited when the first paycheck came in. If you 
are money smart, you should spend less than you earn so that 
you can build up your net worth. This period is when you work 
hard for a good career or business. Expenses increase later as 
you marry, own a bigger house, buy a better car and provide 
education for your children. 
 
Let’s call it the accumulation phase. It ends when we retire, or 
at the time we achieve financial freedom around age 40-65. For 
those who didn’t fall into credit card debt: 

Inflow > Outflow 
 
Section C: Retirement phase 
When we finally retire or are forced to retire, active incomes 
drop to zero. We carry on our lives with the passive income 
generated from our previously accumulated assets. We have to 
do proper budgeting so that we don’t spend too much. If we 
spend the principal sum from our retirement funds, the nest egg 
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might decrease hence reducing the passive income generated. 
To stay financially independent: 

Outflow = Inflow 
 
Ideally, this is what we expect for an average person. For the 
wealthy, income rises at a faster rate. Their passive income is 
at a very high level (proportionately), so the green line didn’t 
drop after they retired. That’s a perfect chart that everybody 
dreams of having. 
 
Now, let’s zoom in to examine a shorter time frame. The 
short-term cash flow of 1-3 years might not show significant 
movement. 
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Unforeseen circumstances that affect cash flow 
The ideal plan is one that goes exactly as pre-determined, but 
life is full of uncertainties. Life is also full of risk; we never know 
what will happen tomorrow. Life is a great adventure that we 
don’t want to miss, but many unforeseen circumstances could 
affect our cash flow. 
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Unemployment 

 
 
During an economic downturn, a person might unexpectedly 
lose their job. Income suddenly drops to nil. However outflows 
continue, and so instead of having a net saving at the end of 
every month, there is a deficit that eats into their nest egg. 
 
Preparation: Build up an adequate emergency fund. Losing a 
job is just a temporary issue. If you still have your ability and 
skills set, getting a new job should just be a matter of time. 
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Illness or disability 

 
 
 
A major illness is something even worse than unemployment. A 
person will lose their earning capability, at least temporarily if it 
is not a permanent condition. A higher deficit replaces saving, 
and having an emergency fund might not suffice. The better 
solution is to transfer the risk to someone else who can afford it. 
 
Preparation: Insure yourself, and all the family members who 
depend on your earnings to survive. 

https://KCLau.com page 30/104 

https://kclau.com/


 

            Money Tips Volume 1 

Besides the above unwelcome events, there are many other 
major issues such as natural disasters -- flood, fire, earthquake, 
etc. Don’t underestimate the risks faced by your family 
members too. When your next of kin needs your help, you can 
hardly refuse to lend a hand. Your hard-earned 
accumulated wealth might not be yours after all if you don't 
transfer these risks to the insurance companies. 
 
Summary for action 
1. Draft your ideal income and expenses flow chart. You must 
plot it the way that you want it to be. It is best to include the 
exact amount of income desired and not compromise on 
expenses. Mark the details such as earning US$50,000 at age 
25, US$100,000 at age 30, US$200,000 at age 40 etc. 
 
2. Study and analyse the history of your cash flow chart. Create 
a proper budget that you can follow. Identify unforeseen events 
that had impacted your financial situation before. Learn from 
your experience. 
 
3. Prepare for any unavoidable impact on your cash flow, 
including getting your life insurance reviewed, insuring your 
significant assets (house, car, theft protection, etc.), and also 
building up an adequate emergency buffer. 
 
4. Tightly monitor your cash flow. Review it often. Use some 
software to help you and do it as frequently as possible, 
probably every weekend or every first day of the month. 
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What is a real ASSET? Accountants get 

confused 

 
What are assets? According to the dictionary, an asset is 
anything owned by an individual that has a cash value. Assets 
include property, goods, savings and investments. 
 
To learn more, let’s look deeper into the meaning of the word 
ASSET. The definition of an asset according to Robert Kiyosaki 
is something that puts money in your pocket on a regular basis 
as opposed to something that takes money out of your pocket. 
It is very different from the “asset” we know in accounting. 
 
Example: 
CAR – If we buy a car for our personal use, it might be a liability 
rather than an asset. Even though we purchased using cash 
without any hire purchase loan, we still have to pay the 
maintenance, road tax, car insurance and petrol.  
 
Even worse is when we buy the car with a loan. In that case the 
car is an asset of the bank (I mean the money they lend to you 
to acquire the car) but a liability of the car owner. In contrast, if 
a taxi company buys a car and rents it to a cab driver, in return 
the taxi driver would have to pay leasing fees to the enterprise. 
Thus, the car is an asset to the taxi company, but a liability to 
the taxi driver. 
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Be smart, and acquire income-generating assets. Wealth is 
accumulated a lot faster if you are smart enough to buy assets 
that give you passive income. 
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How to keep score on your financial 

journey 

Net Worth = Assets – Liabilities 

To increase your net worth, you must accumulate more assets 
and reduce your debt (relatively). To acquire more assets, you 
must have more savings. Remember: 

Savings = Income – Expenses. 

To increase your savings, you must increase your income and 
keep your expenses under control. 
 
Here is an assessment you should do periodically. You can 
plan and plot your graph of Net Worth vs. Age. Which one is 
similar to yours? 
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Calculate your net worth every quarter, and you will find a 
pattern. Make sure it only has one direction to go --- UP! 
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Do you love money? 

 
When you love someone, how do you show it? Imagine doing 
the same thing with money as your lover. 
 
- Apply some money-themed tattoos on your body: I’ve seen 
people tattooing their girlfriend’s name. 
- Sleep with your money: You should sleep with your lover 
every night. 
- Give it more money: Since your lover is “money”, giving it 
more money will certainly help to show your love. 
- Speak your love: Tell people how much you love money! 
- Show your love through your actions: hug it, kiss it and caress 
it … don’t let it sit in a boring savings account. 
- Spend more time with your money: You should regularly 
spend some serious time on budgeting, planning and reviewing 
your financial goals. 
- Appreciate your lover: When your money leaves you one day, 
you will feel sorry for not treasuring it more. 
 
I am not asking you to be a money slave. Just manage your 
money well, and most of your life’s problems will be solved. 
 
 
 
 

https://KCLau.com page 36/104 

https://kclau.com/


 

            Money Tips Volume 1 

Money or beauty? 

 
Many people associate a person’s wealth with their 
appearance. It is like judging a book by its cover. I believe that 
there is some truth in this because people often only recognise 
your wealth after you have spent it! 
 
You bought a Porsche and drove it to work. Your colleague saw 
you in this sports car. The vehicle makes you look wealthy. But 
are you? 
 
You renovated your house’s front door, only the door! Your 
neighbour saw it when they were passing by. They thought that 
you must have been promoted or been granted a big bonus. 
This makes you appear richer. 
 
You spent thousands of dollars for a hair replacement 
programme. As a result, you grow more hair. You seem more 
confident and more good-looking. You also look healthier 
because you look younger. Yes! You look better and wealthier. 
 
I just hope that you realise that the money spent is no longer 
yours. However, those actions do make you “look” more 
prosperous. Money or beauty? 
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Dreaming about financial freedom 

 
When I first started working as a financial professional, I was 
amazed to find that most of the prospects I spoke to didn’t have 
a single idea about financial freedom. Some thanked me for 
telling them about the concept. Some just ignored it and thought 
that financial freedom would come -- it’s called retirement. Most 
people believe that retirement is when you are forced to stop 
working, and nobody will hire you any more. Some people even 
told me that they would never want to retire because they enjoy 
working so much and wouldn’t know what to do if they retired. 
Apparently, they don’t understand financial freedom at all. 
 
When you are financially free, you can choose not to retire. It is 
all up to you. Financial freedom just means that you don’t have 
to “work for money” any more. You can work for fun. You can 
work for your passion. You can fulfil your dreams without ever 
worrying about money. You don’t have to trade your time in 
exchange for cash. You can go to live in the place you like. You 
can even have your ugly nose fixed with plastic surgery. You 
can do what you dream of if it is part of your goal after you 
achieve financial freedom. 
 
Is it a dream? Even with a realistic plan, it might still be a dream 
if you don’t have the necessary burning desire.  
 

https://KCLau.com page 38/104 

https://kclau.com/


 

            Money Tips Volume 1 

Time is the most scarce yet sought-after 

luxury 

 
The Consumer Research Center of the well-respected 
Conference Board surveyed almost 2,000 affluent consumers 
around the world and found that luxury is defined as time. 
 
Here are some salient points worth mentioning: 
- Luxury is having enough time to do whatever you want and 
being able to afford it. 
- 75% of affluent consumers rank using a personal computer, 
the Internet, or a cell phone as the most-participated-in lifestyle 
activities. 
- 69% say travelling. 
- Luxury is about the feelings that consumers get rather than 
the brand. 
 
Before we get there, I would say that luxury is simply the life 
experience that we cannot afford at this moment. When you 
achieve that, it is no longer a luxury, but simply something that 
you can afford.  
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The three elements of wealth 

accumulation 

 
There will be no complicated mathematical equation for this 
because accumulating wealth is not rocket science. That’s why 
you don’t need to be super smart to be rich. To accumulate 
wealth, you just need to maximise a few essential elements. 
 
Saving 
Saving is how much you can keep of your hard-earned money 
for yourselves. Can you save RM300/month, or RM2/day, or 
RM50,000/year? Pay yourself first! 
 
Time 
You must give your money enough time to work for you. The 
younger you are when you start saving, the better it is. 
 
Return 
The rate of return is commonly associated with the amount of 
risk we are willing to take. If you know an investment instrument 
well, you will eventually bear greater risk as long as you know 
what you are doing. Get higher returns from your money! Put 
your money into places where it can work hard! And make sure 
you know how to take good care of it. 
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Imagine the box in the picture is the amount of money you have 
accumulated. By increasing the value of the three primary 
elements, we will certainly get a bigger box -----> and more 
wealth! 
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Rich people’s secret for making loads of 

money 

 
That’s “LEVERAGE”! 
 
Leverage means the use of credit or borrowed funds to improve 
one’s speculative capacity and increase the rate of return on an 
investment, as in buying securities on margin. 
 
Investing is already a high-risk activity for those not used to 
making an investment. If you use leverage in your investment, it 
means that the risk involved is even higher. You’ll be pressing 
the “nitro” button of a race car which you can’t handle yet! 
 
But only with the proper use of leverage can a person grow rich 
even faster. You must have heard that most wealthy people go 
through some difficult years before their success. Usually, they 
can double their income every year after those initial struggles. 
They certainly use some form of leverage. Example: 
 
1. Buying property with the bank’s money: To own a 
RM100,000 residential property, you only need to make a 10% 
down payment of RM10,000. When the property appreciates to 
RM110,000, you have made a gain of RM10,000 which is a 
100% return from our initial RM10,000 (less the amount paid in 
interest). 
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2. Buying warrants instead of their mother shares: The warrant 
itself is a form of leverage. When the stock price rises ten sen, 
the warrant will follow by ten sen as well. Those who have 
bought warrants will know that they are a derivative security 
that gives the holder the right to purchase the actual security 
(usually equity) from the issuer at a specific price within a 
specified time frame. 
 
3. Borrowing money to do business: That’s how entrepreneurs 
can build their wealth in a short period (3-5 years). They use the 
bank’s money by paying them 4-9% interest but can produce 
more than 20% return per annum in their business. 
 
If you can learn the art of leverage, you will be able to grow 
your wealth much faster! 
 
But bear in mind that the key is that you must know what you 
are doing. Are you sure you can generate a better return than 
the financing cost you pay? If yes, go ahead. If not, keep 
learning until you are sure. 
 
 
 
 
 
 
 

https://KCLau.com page 43/104 

https://kclau.com/


 

            Money Tips Volume 1 

The secrets of investing in unit trusts 

 
There are three common strategies used in unit trust 
investment. 
 
1. Ringgit cost averaging 
Regularly investing a fixed amount in a unit trust fund 
regardless of the market trend is called the Ringgit Cost 
Averaging strategy. The actual market performance fluctuates, 
so when the equity market is high, you buy fewer units with the 
same amount. When the market is low, you buy more units. In 
the long term, you will get more units in the lower price range. 
 
2. Switching 
Switching will lock in the gain you made on your unit trust 
investment. Switching fees are low, and lower than the upfront 
service charge. When you are making a profit from an equity 
fund, you can switch it to a lower risk fund to lock in the gain 
instead of selling it for cash. When the market turns weak, you 
can switch it back to an equity fund. 
 
3. Portfolio re-balancing 
Portfolio re-balancing is the process of bringing the different 
asset classes back into their proper relationship following a 
significant change in one or more. In simple words, it is 
returning your portfolio to the appropriate mix of stocks, bonds, 
cash and other asset classes when they no longer conform to 
your plan. 
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Example: 
You start by investing 50% in an equity fund and 50% in a fixed 
income fund. 
One year later, the investment rises and now your portfolio 
consist of 80% in the equity fund and 20% in the fixed income 
fund. 
To re-balance your portfolio, you should sell 30% of your total 
equity fund and invest it in the fixed income fund so that you 
maintain your portfolio allocation. 
 
Therefore, portfolio rebalancing is the most efficient use of 
switching. Rebalancing your portfolio once a year is adequate 
to lock in returns and smooth out your portfolio performance. 
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What you should look for in a unit trust 

fund 

 
1. No up-front charges or service fees.  
2. Remuneration to agent and fund managers based on a 
certain percentage of the fund’s return above a hurdle rate, like 
4%-6%. 
3. No need to pay compensation to agent/unit trust company if 
the investment is making a loss. 
4. Secure online switching and repurchasing service so you 
don’t have to meet the agent just for a signature! 
 
Actually I know there is no such unit trust fund in Malaysia. But I 
hope that one will be available soon. Currently, the upfront load 
is high (more than 3% and most of the time 5%) when it comes 
to equity funds. Coupled with the regular and recurring fund 
management fees and trustee fees, you will find that most funds 
are not outperforming the market. As a retail investor, you might 
be able to get a better return by directly buying the companies' 
stocks. As for which stocks to buy, assuming that you have no 
knowledge at all, start by looking at the top funds. You can find 
their performance in the interim reports of each fund which are 
publicly available. 
  
Just by doing that, you immediately save the upfront fees when 
investing in a unit trust, a big chunk of which goes towards the 
marketing cost of the funds. 
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The proper sequence of purchasing a 

house or car 

 
Most young graduates hesitate about whether to buy a new car 
first, or a house?  
 
Let’s see the pros and cons: 

 
 
You should buy the house first, then service the repayments for 
a few years. After you build up more equity in the mortgage, 
you can refinance the house to a higher loan amount. The extra 
cash you get at that time can be used to buy your dream car. 
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That way you kill two birds with one stone. First, you save on 
the interest because mortgage debt usually has a lower interest 
rate. Second, you delay the car purchase which will be a 
long-term liability anyway. At a later time, you would most 
probably get a better model with the same amount of money. 
 
Just by performing this trick, you will be way ahead compared 
to your peers who did the opposite -- servicing a car loan and  
continuously complaining about high property prices! 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

https://KCLau.com page 48/104 

https://kclau.com/


 

            Money Tips Volume 1 

Cash on Cash Return vs ROI 

 
CCR vs ROI : These two terms are often used in real estate 
investment.  
 
For example, Mark bought a residential apartment in KL for 
RM100,000. After one year, the property value grew to 
RM120,000. To calculate the ROI, the return on investment: 
 
ROI = (120,000 – 100,000)/100,000 = 20% 
 
Let’s assume that Mark only paid a RM10,000 (10%) 
down-payment for his initial purchase. After including the legal 
and transaction fees of about RM5,000, and also paying the 
instalments of RM600/month for a whole year, the total amount 
of cash he put in is: 
 
Total cash invested = RM10,000 + RM5,000 + (RM600 x 12) = 
RM22,200. 
 
The Cash on Cash Return (CCR) is 
 
CCR = (120,000 – 100,000)/22,200 = 90% 
 
By using the leverage effect, CCR is normally greater than ROI. 
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How to make extra money while keeping 

your house clutter-free? 

 
I am sure that most people can find something in their house 
which has not been used for a long time, such as a handphone, 
watches, books and magazines, CDs etc. Why don’t we throw 
them away since they are not useful any more?  
 
They take up extra space in our lovely home! I believe that we 
don’t throw them away because those things still have a certain 
value. 
 
I always get rid of the stuff that I don’t use or need any more. 
We can sell to others who need it, or give it away to the needy. 
You can reach potential buyers at online auction sites such as: 

● Mudah.my 

● www.Ebay.com.my 

● www.Lelong.com.my 

● Lowyat Forum (for electronics) 
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How you should handle traffic offences 

 
I have been stopped by traffic police quite a few times over the 
years, and I think everyone encounters this who has been 
driving in Malaysia for many years.  
 
Let me explain. A police officer stopped me for an offence. Did I 
get a traffic summons? Yes and No. YES because the police 
officer said the traffic ticket would arrive in my mailbox in two 
months’ time. NO, because I still have to wait two months to 
verify the YES. More about this story later when I share with 
you how I avoided traffic offence fines. Before a policeman 
stops you for a traffic offence, here are some tips on how to 
keep your cash safe in your pocket. 
 
Avoid breaking traffic rules – this is obvious. If you don’t want 
traffic tickets, just don’t commit any offences. But of course I still 
sometimes break the rules. What to do? When you drive a 
comfortable car, you will often not realise that you are speeding 
unless you always keep your eye on the speedometer. If you do 
keep your eye on it, you will most probably see this number 
only (don’t drive while taking photos).
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Smile, stay silent, and don’t offer anything – fellow 
Malaysians know that there are many sleepy traffic policemen. 
When they are sleepy, they need coffee. Coffee is expensive. 
You can go to Starbucks to verify the price. Being underpaid for 
so long, they may ask your help to donate some coffee money. 
If you think that you can avoid a traffic ticket by offering coffee 
money, you are wrong! That’s called bribery, not a wise 
money-saving move. From my experience, I always use this 
strategy. Let me share my stories with you. 
 

1. Traffic offence No.1 – In 2005 in Penang, I made a 
right turn at a T-junction which was prohibited. A 
“sleepy” police officer came out from nowhere and 
stopped my car. I smiled, showed him my driving licence 
and identity card. Then silence. He asked, “Do you know 
what is your offence?”. I answered “Yes” and remained 
silent. He continued,“ This will cost you RM100 you 
know?”. I answered “oh…”. Then quiet. He finally let me 
go saying, "I see you are not local. I’ll let you go. Drive 
safely next time.” because the address on my identity 
card showed Kedah, not Penang. 

 
2. Traffic offence No.2 – In 2006, I made a U-turn at a 

traffic light. A police officer stopped my car, and his 
colleague came up to me. I was bringing some friends 
from Johor to have lunch near Penang Mega Mall. I 
used the same technique: short answer, smile, silence 
and the most important thing, no offer of a bribe! He 
hinted that they were doing a Raya (festive) operation, 
and the fine is at the maximum rate. Anyway, they 
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released me again without issuing a ticket. The reason 
he gave was that he didn’t want to spoil my visitors’ 
mood. 

 
3. Traffic offence No.3 -- The police officer said that I had 

exceeded the speed limit. My speed at the time was 
88km/hour. Still the same strategy: smile, silence and 
don’t offer. He let me choose whether to receive the 
summons on the spot or wait for the letter. I asked how 
long does it take for the ticket to arrive in my mailbox. 
He said two months. Ok, I will wait. But eventually the 
summons never came. 

 
If a fine is inevitable, appeal for a discount. Finally, if the above 
strategy doesn’t work for you, you can still appeal for a discount 
at the police headquarters. I got a 30% discount for one of my 
previous summonses. 
 
Conclusion, never bribe a police officer, you might end up 
paying more. Don’t ask for sympathy. Don’t beg the cops to 
give you a chance. Don’t offer the excuse that you can’t afford 
the fine. That’s cheap and so wrong! Just smile, keep quiet and 
DON’T EVER OFFER A BRIBE! 
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What does it take to SAVE money? 

1. Ability to earn 

Your earning ability equals your value. The amount of money 
you make equals the amount of value you add to other people. 
 
The crux of it is that we are always in control of the amount of 
value we want to add to others. 

 

2. Discipline 

Saving money is all about discipline. You must have the 
discipline to save, and also the discipline to spend less than you 
make. 
 
Imagine a bank account that does not give you any withdrawal 
facility! Just like a piggy bank. You can only deposit money. 
After opening such an account, you must deposit money into it 
every single day. If you keep doing that for a very long time, 
one day you’ll receive a call from the bank officer. He’ll ask you 
to clear the account because it is overloaded with cash! 
This is the kind of discipline we are talking about. Spend less 
and spend later. Save first and save more. 
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3. Time 

It takes time to save money and accumulate wealth. The eighth 
Wonder of the World, compound interest, will only work if you 
have enough time for it. 
  
If you do not immediately spend the interest returned on your 
wealth, the biggest investment return will come in the later 
years. That means the longer you let the interest compound, 
the higher the interest you’ll get at a later stage. 
 
Do you have the time to save money? Congratulations if you 
are very young. I’m sorry if you are too old or going to die soon. 
 
Money saved = Ability to earn x Saving rate x time 
 
Examine the mathematical equation above. You will notice that 
when any one of the variables is zero, the amount of money 
saved = 0. 
 
When you lose any one of the three primary criteria, you won’t 
be able to save more money. A severe disease will destroy your 
earning ability. Premature death will take away your time to 
save money. If you lack the discipline to save money, it is better 
to employ a financial system to help you. 
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Pay yourself first; a simple strategy to 

start saving 

 
It is well-known that the most effective way to accumulate 
wealth and see your net worth grow day after day is paying 
money into your savings account first!  
 
The three simple steps you need to take to pull off this saving 
strategy are: 
1. From every paycheck, pay into your savings account FIRST. 
2. Don’t touch funds from step 1. 
3. Invest and grow the funds. 
 
These steps look straightforward and obvious, but a human 
being is emotional. It takes great discipline to control your 
spending. Impulse buying happens every single day. So here 
are a few simple strategies that might help you to pay yourself 
first and pay all the other bills later. 
 
Pay-Yourself-First implementation suggestions 
 
1. Save your money in a savings account without an ATM 
card. It makes withdrawal difficult. You would have to queue at 
the teller counter to withdraw your cash. You need to park your 
car, go into the bank, press the number machine, wait for your 
turn, fill up a form and sign some documents. Moreover, you 
have to do this during weekdays and only during office hours. 
To save the hassle of withdrawing money, just leave it there. 
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2. Don’t activate the internet banking service for that 
account, so that you can only transfer money in, but not out. 
 
3. If possible, open the savings account jointly with your 
spouse, or mother or anyone who is more disciplined than 
you. Both parties must be present to withdraw funds. 
 
4. Buy an endowment policy. You will lose money if you stop 
half way through. This feature of forced saving keeps you 
paying the insurance premium until the plan matures. You will 
be surprised that you will have saved a considerable lump sum 
for your retirement when the policy expires. The problem is that 
an endowment policy’s actual annualised return is usually very 
little. It is around 3-5% return per annum which barely beats 
inflation. 
 
5. Invest in investment-linked funds using the top-up 
facility or some high premium allocation plan. The 
advantage of investing in your insurance policy account is that 
you can pay with a credit card through auto charge. 
 
6. Pay all your insurance policies with a credit card. When 
you pay policy premiums, they become your savings. Especially 
those policies which have reached the critical years. It is better 
to keep paying those policies because 100% of your money is 
credited to your insurance account. 
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7. Invest in unit trust funds using ringgit cost averaging. 
Ask your agent to remind you to invest every month when you 
get your paycheck. Isn’t it nice to have someone telling you to 
save money? You can also opt for the standing instruction 
facility where banks will automatically deduct the funds from 
your bank accounts for unit trust investment.  
 
8. Contribute more into your EPF account. Instead of 
contributing 11%, you can opt to add more if your employer is 
willing to assist you with the process. You will get more tax 
relief and less money on hand to spend. EPF tax relief has a 
maximum claim of RM6,000 which includes life insurance 
premiums. 
 
9. Private Retirement Scheme (PRS).* A better approach 
would be investing in a PRS (Private Retirement Scheme) 
instead of increasing your EPF contribution as PRS allows a 
further RM3,000 (maximum) claim for tax relief. 
Furthermore, for 2017 and 2018, younger people (aged 20-30 
yrs old) are given a RM1,000 incentive for investing in PRS 
(with a minimum RM1,000 investment) for first timers. 
 
* Thanks to reader Debbie Lee who suggested the amendment 
to add in PRS. 
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How much is enough for an emergency 

fund? 

 
An emergency fund is the amount of liquid money set aside for 
unexpected circumstances. The contingency fund must adhere 
to the following two requirements: 
 
1. It must be liquid and readily available through conventional 
instruments like cash or cheques. 
2. There should be a sufficient margin of risk-free safety built 
into it. 
 
Your ideal emergency fund should be able to cushion the worst 
possible scenario (specific to your personal situation) that you 
can imagine. Add a 20% margin of error to that estimate and 
aim for that emergency amount. 
 
If you are putting money into a low-risk and liquid account, you 
are already building an emergency fund. On the other hand, if 
you are investing money to get a better return, you are reducing 
the liquid part of your portfolio.  
 
So the question now is, do you separate your emergency fund 
account when you plan your investment portfolio? Here are my 
opinions on this matter which also represent my practice: 
 
1. I don’t separate them. I see the emergency fund as a 
low-risk portion of my investment portfolio. 
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2. To me, a liquid account is a readily available account 
which can be cashed out within 30-50 days. Why 30-50 
days? Isn’t it too long? No, I don’t think that it is a long duration 
because I have several credit cards with enough limit to be 
used as a buffer. Nowadays, you can pay almost everything 
with credit cards except the debt itself. If you can liquidate the 
account within 30-50 days, it is soon enough to pay off the 
credit cards on the due dates. 
 
3. Liquid accounts to me include unit trusts (mutual funds), 
bank accounts, flexible home loan accounts, fixed 
deposits, and even shares. According to my experience, not 
every share I hold will be showing a loss at the same time, 
provided that the stock portfolio is properly diversified. When 
the time comes and you need to sell off some of the shares for 
emergency purposes, the primary concern should be which 
stocks are appropriate to be sold: the losers or the winners? 
 
4. Is insurance considered for an emergency? Yes and no. 
Without insurance, there is no use for the emergency fund. It is 
just wasting your money if you put it into an emergency account 
but not protect the most valuable assets you own, including 
your life. Yes, insurance will help in an emergency if you have a 
medical card for hospitalisation, or in the event of a terrible 
disaster where insurance is claimable. But the answer is NO if 
you are facing an emergency situation where insurance doesn’t 
cover the event such as unemployment. The fact is that not 
everything in life is insurable. However, your insurance plans do 
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have "equity" or "cash value" that you can withdraw if 
necessary. 
 
5. It is better to control or avoid the risk of depending on 
the emergency fund. If you are employed, or actively involved 
in some business activities that will cease providing income at 
the time you stop working, emergency funds are very important 
to you. You might need a substantial amount. That’s why it is so 
important to work on getting passive income. Regardless of 
whether you have the emergency fund or not, when disaster 
comes unexpectedly and is not covered by insurance, it will still 
eat into your net worth. Better to avoid it and minimise the risk 
rather than set aside money to prepare for it. 
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Tax savings for highly knowledgeable 

people 

 
When it comes to the end of the year, I always check whether 
I’ve fully utilised the personal income tax relief granted by our 
government. It is the time we review our budget and tax 
planning for the whole year.  
 
One of the significant reliefs is for book purchase. It used to be 
capped at RM700, but it has been increased to RM1,000 / 
taxpayer.  
 
I am going to list the advantages of using this tax relief: 
 
1. Save a few hundred ringgits of taxes. If your tax bracket is 
20%, you will save RM140 if you fully utilise the tax relief. 
 
2. Typically books can be bought at a discounted price at 
Popular, MPH, Border, etc. -- 10%-30%. If we include the tax 
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saved, the books we bought are further discounted another 
20%! 
 
3. I like to read motivational books, business books and 
financial books. These books contain a lot of info and practical 
tips to earn more and save more. That info will eventually 
increase my earnings and my savings as well. 
 
4. If you are a slow reader and find that you can’t finish reading 
the books you bought using RM1,000 in a whole year, you can 
consider buying books as gifts. There is always someone’s 
birthday, anniversary, job promotion, X’mas celebration. Why 
not give them books as a gift? 
 
To qualify for tax relief, you must keep the original receipts. Any 
books and magazines qualify for the claim, including e-books. 
Go and buy some books! 
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The shocking truth about smart credit 

card users! 

 
There are many advantages in using credit cards wherever and 
whenever you can: 
 

1. Your expenses are properly recorded. 
2. The credit card statement can be used as proof of 

payment when filing for income tax. 
3. Rebates are available on expenses. 
4. Emergencies: hospitalisation, lack of cash when 

travelling overseas. 
 
The best advantage Increase your cash in hand. Why do I say 
this? 
 
Let’s say your fixed expenses are RM5,000 per month. You use 
your credit card to pay for all those fixed expenses monthly. 
The due date to pay back your credit card charges is 20 days 
after the statement date. Therefore, you can have the RM5,000 
put into your own savings account to earn interest for 50 days.  
 
It’s even better if you put the money into your home loan-linked 
account to reduce the interest charges! This means you actually 
have an extra RM5,000 in the bank! 
 
Credit cards really help, but only if you know how! 
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Why a mortgage is the cheapest debt 

that you shouldn’t settle 

  
“Cheapest” means the lowest interest charged. 
Bankers are willing to loan us money for buying houses 
because that is the most secure collateral. Why bother to settle 
the loan fast? 
 
The interest rate or the Effective Lending Rate is only about 
4.5% (in 2016). I bought adequate life insurance to cover my 
liability for the mortgage so I never bother to settle the housing 
loan. 
 
When I have extra money or savings, I always invest it and 
make sure that they generate more than 5% return per annum. 
 
That means that now we have the house, plus extra investment. 
When I die, my wife will also get the house, my investments, 
and the additional life insurance proceeds. If I die young and fail 
to achieve my financial goals, at least my wife can enjoy her 
financial freedom instantly! 
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Questions you should ask before you sign 

a home loan offer letter 

 
When you take out a mortgage, there are two important 
documents you need to sign: the offer letter, and the loan 
agreement. Every bank offers different terms and conditions on 
a home loan package. Most of the time, you will be too busy to 
read the offer letter and loan agreement.  
 
The loan agreement is pretty standard, and you can’t change 
anything. But as for the loan offer letter, it spells out your 
specific terms and conditions. So I recommend that you read 
every word in the offer letter. 
 
If you can’t get the time to read it, make sure you ask the 
following questions before you sign the documents. Get the 
mortgage officer to show you these details in the offer letter. 
 
Frequently asked questions on home loans 
 
1. Can I make a capital repayment at any time? 
Some banks require you to give one month’s notice before you 
make a repayment to reduce the principal portion of your 
mortgage. It is better to choose a bank that doesn’t require that. 
Just imagine that you excitedly bring your hard-earned bonus to 
the bank, but the officer asks you to fill up a form, go home and 
come back one month later to pay. 
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2. Can I make advance payments? Does it require notice? 
Advance payment is a small amount that you pay before the 
due date of your regular instalment. You pay it in advance. 
Understand the minimum amount required for an advance 
payment. The lower it is, the better it is. 
 
3. Is there any redraw facility? How long does it take? 
Most banks offer a redraw facility on capital repayment at any 
time. Some take a longer time to process. Possibly choose the 
bank that can let you withdraw any time, and immediately. 
 
4. Daily rest interest calculation? 
Daily rest interest calculation based on daily loan balance is the 
best choice. You will save interest charges immediately after 
you make an advance payment or capital payment. Avoid 
monthly rest interest calculation. You will eventually end up 
paying more interest. As the banking system has made 
tremendous progress over the years, all banks now use daily 
rest calculations. 
 
5. How long is the lock-in period? 
Industry practice is 3-5 years. The shorter the better. Some 
might not have the lock-in period or it will come with higher 
interest charges. 
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6. When do you start counting the lock-in period? 
When you are borrowing a loan to buy a property that is still 
under construction, the bank will pay the developer 
progressively. Only when the builder completes the property will 
the bank release the full mortgage amount. Choose the bank 
that starts calculating the lock-in period from the first drawdown 
of the loan. Avoid those banks that count it starting on the date 
the full amount is released. You will end up with a longer lock-in 
period. 
 
7. How much is the early settlement penalty? 
You might be able to settle the loan during the lock-in period. 
The early settlement will also occur when you refinance your 
mortgage during that time. Normally the penalty is 3%. Of 
course, look for the lower penalty. 
 
8. How do you calculate the early settlement penalty? On 
the outstanding loan amount or the credit limit? 
Let’s say you borrow RM100,000. After two years, your 
outstanding loan is RM50,000. If you want to settle the loan, 
and the bank calculates the penalty based on the credit limit, 
you will be paying 3% of RM100,000 instead of RM50,000. It is 
double! 
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9. Are there any set-up fees or monthly account 
maintenance costs? 
Try to get a package without service charges. For a flexi-home 
loan, customers have a current account with a cheque book 
linked to their home loan.  
 
10. Do you absorb the moving fees (loan agreement fees 
and stamp duty)? 
Usually banks offer a different package with lower interest rate 
if you pay the charges of the loan agreement, house valuation 
fees, and stamp duty. The latest practice is that customers will 
have to pay the legal costs involved in financing a property 
purchase. 
 
11. Do you provide optional payment modes: single or 
multi-tier? 
Let’s say your loan interest in the first year is 2.5%, and after 
that 6%. You will pay a lower instalment in the first year, and 
higher after that. This kind of multi-tier payment option is not 
popular any more. 
 
In fact, it can be dangerous when you evaluate your affordability 
based on the first few years of lower monthly repayments. What 
happens when you find yourself having a hard time when the 
instalment amount rises in the future? That’s what happened 
during the subprime crisis in 2008. Homeowners paid small 
mortgage payments during the first few years, but when the 
instalments rose, banks ended up with many non-performing 
loans. 
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12. Are you required to buy MRTA from your bank? 
There is no rule that the borrower should fork out extra money 
to buy Mortgage Reducing Term Assurance (or MATI RUMAH 
TETAP ADA = MRTA) to protect the bank. If you buy the 
MRTA, you have to assign the insurance policy to the bank. It 
means that the bank will be the first to get the insurance 
proceeds if any covered event is triggered.  
 
It is the most affordable way to get insured, and sometimes 
banks let you finance the premium together with the mortgage. 
Banks offer slightly lower interest too when you take up their 
MRTA plan as a form of discount. 
 
An alternative is to get your personal financial planner to work 
out a flexible protection plan for you instead of buying MRTA 
from the bank. 
 
13. Ask for the bank’s customer service call centre number. 
Try calling their customer service call centre. If the bank 
provides excellent service, you will find out by calling the 
number.  
 
Talk to the client service representatives to get a feel. Bear in 
mind that you will engage this bank for years. Avoid banks that 
had nobody answering the phone, or kept you in the waiting line 
for very long! 
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Beware the lock-in period in your offer 

letter 

 
When you are taking up a home loan to finance your house 
purchase, one thing to be aware of is the lock-in period. The 
lock-in period is the time frame when, if you want to make a full 
settlement of your loan in the first few years of your loan tenure, 
the lender (or the bank) can impose a penalty. Below is a 
sample of the full redemption clause taken from my first home 
loan offer letter. 

 
Notice that if I settle the loan within five years from the first 
disbursement date, I will have to pay 3% from the original loan 
amount or RM5,000 whichever is higher. 
 
For example, if my original loan amount is RM200,000, when I 
choose to settle the loan or refinance it to another banking 
institution, the amount I need to pay as a penalty is: 
RM200,000 x 3% = RM6,000 
 
Before you sign the offer letter, there are another two particular 
issues that you need to understand: 
 
1. Drawdown date or disbursement date 
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Drawdown date is the date when the bank releases payment. It 
is also known as the disbursement date. For completed 
buildings, this won’t be an issue. But if you are financing a 
home which is still under construction, please beware.  
 
For example, your home is still incomplete, and the developer 
has yet to obtain the CF (Certificate of Fitness). You bought it in 
January 2005. The bank will release a portion of your loan to 
the developer by stages, or what is commonly known as 
“progressively”. Let’s assume that it takes two years for your 
home to be completed. 
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If the banker calculates the lock-in period from the first 
drawdown date, you won’t be penalised if you refinanced your 
home loan in April 2010. If the period commences from the full 
drawdown date, you would have to wait until January 2012 to 
fully settle your loan penalty-free. That means you are locked-in 
for more than five years in total. 
 
Conclusion: Demand the lock-in period commencement on 
the first drawdown date, instead of the full disbursement 
date. 
2. Penalty on outstanding loan or original loan amount 
Some bankers calculate the penalty on the outstanding loan 
plus all the capital repayment. Some banks charge a penalty on 
the initial loan amount. Let’s say you intend to settle your loan 
earlier after three years; the former will impose less penalty 
compared to the latter. 
 
Example: 
Original loan amount = RM200,000 
Outstanding loan amount at the time of settlement = 
RM180,000 
 
Calculate from original loan amount: penalty = RM200,000 x 
3% = RM6,000 
 
Calculate from outstanding loan amount: penalty = RM180,000 
x 3% = RM5,400 
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Conclusion: Demand the penalty to be calculated based on 
outstanding loan amount plus capital repayment instead of 
the original loan amount. 
 
You can always try to negotiate a better deal for your home 
loan. No harm trying right? 
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How to settle your loans earlier 

 
There are ways to settle your home loans earlier than the 
designated tenure. You may be practising some of them 
already. However, I am going to share with you in more depth. 
There are three ways to settle your loan earlier: 
 
1. Refinancing 
Refinancing works like a charm when you have banks 
competing to grab new customers. The trick is to make use of 
the best rate offered by competing banks. With the lower 
interest rate offered for a new client, it might still be worth it if 
you refinance your existing home loan by paying the early 
settlement penalty. But before you do so, please seek 
professional advice to calculate how much you can save.  
 
 
2. Lump sum payments using EPF funds 
EPF allows you to withdraw your money from Account 2 to 
reduce your housing loan. If you don’t care about reducing your 
retirement fund receivable from EPF in the future, it might be a 
wise move to withdraw it to settle some debt. 
 
EPF also offers another option of withdrawing Account 2 funds 
to use as a monthly instalment for the mortgage. I prefer this 
way because the money will be credited to your bank account, 
instead of settling the principal of the loan amount. Then you 
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can use that money to invest for a higher return than you’ll be 
getting in EPF dividends or mortgage loan interest.  
 
3. Paying extra 
Additional payments mean you pay more than the required 
instalment. There are two kinds of additional payment 
acceptable if you are servicing a home loan. Please note that 
the financial jargon used might be different among banks. 
 
Advance Payment (AP) 
Let’s assume your instalment is RM1,000 per month. If you 
have extra money, maybe from your mid-year bonus or other 
savings, and you pay RM1,500 in that particular month, the 
extra RM500 will be treated as an advance payment.  
 
It will be used to reduce the principal outstanding loan amount. 
You will immediately save the interest charged due to daily rest 
interest calculation.  
 
Let’s say you did this three times, so you made an extra 
payment of RM1,500 in total. On the next payment due date, 
you suddenly run out of money because of some emergency.  
 
Some banks will deduct RM1,000 from your extra payment and 
treat it as your regular instalment. So your record is clean. 
Nothing is reported to CCRIS or CTOS. But if you need to 
withdraw that RM1,500 extra for emergency use, that is not 
allowable. 
 
So the features of advance payment are: 
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- Automatically offset due instalments if you don't pay on time. 
- No withdrawal facility. 
- For an extra payment of less than RM1,000, the bank will treat 
it automatically as an advance payment. 
 
Oh … then what happens if you pay more than RM1,000 extra? 
In that case, let’s say you pay RM3,000 that month; the extra 
RM2,000 will be treated as Capital Repayment instead. This 
leads us to the next form of additional payment: Capital 
Repayment. 
 
Bear in mind that you can opt for advance payment instead for 
the extra RM2,000. 
 
Capital Repayment (CR) 
As I explained above, when an additional amount is more than 
RM1,000, it will be treated by default as capital repayment 
unless you opt for the advance payment option. CR is similar to 
AP, they both reduce the principal part of your outstanding loan. 
But the features are opposite: 
- When you are unable to pay instalments in the future, CR 
won’t be used to offset the instalments, unlike the AP. 
- In the case of emergency, you have the flexibility to withdraw 
the CR.  
- There will be a processing fee, about RM10 per withdrawal. 
- If the extra payment is more than RM1,000 then the bank will 
treat it as capital repayment. 
 
The mortgage is still the cheapest loan I know to date. It is the 
most competitive in the sense of lowest interest charges to the 
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borrower. I don’t bother to settle home loans quickly, even the 
mortgage of the house I live in. This is because as long as I can 
use that money to generate a higher return, then it is a good 
debt to keep for ever. 
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Read this if you are still not insured 

 
You should read this if you are still not insured, meaning that 
you still don’t own any life insurance. There are probably many 
reasons why you as a working adult, generating income every 
month, still fear paying insurance premiums. Let me help you to 
think things through. 
 
No money 

● My income is not stable. 
● I have to pay car instalments and a house mortgage. 

Too much commitment lar... 
● There is no money left every month. I’ve got no savings 

at all. 
● RM150/month premium? I can’t afford that! 
● I still have a few thousand in credit card debt. 

 
No need 

● I am single. I don’t see any necessity to get insured. 
● Aiyahhh, just enjoy first. Don’t worry, be happy! 
● My family can take care of me. 

 
No trust 

● Insurance companies always find loopholes not to pay 
claims. 

● My insurance agent ran away with my money last time. 
● I will lose money if I never make a claim. 
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Despite all these reasons not to buy a life insurance plan, I was 
shocked by a prospect’s decision quite a long time ago. I didn’t 
even know her name before she approached me for advice. 
She worked in a restaurant that I frequently bring clients to dine 
at and to discuss personal finance matters. So she knew what I 
did for a living. 
 
One day she asked me to meet her when I was free because 
she needed some insurance advice. So I found a slot in my 
diary and we met on a sunny afternoon. After going through all 
the insurance concepts and benefits explanation, I asked her 
how much her budget for the insurance premium was.  
 
She answered, “RM150 per month”. The deal was closed on 
the spot, the first time we talked about an insurance premium! 
But what shocked me was when she disclosed her income. 
 
As I have said before, a person should allocate about 10% of 
their income for wealth protection planning. In her case, to be 
able to afford RM150/month she would need to be earning 
probably RM1,500/month. In fact, her monthly income was only 
RM850/month! After learning the facts I told her she would be 
over insured. I had to salute her for the answer. She said, “I 
can’t do much with RM150/month, but the RM150,000 medical 
limit and thousands of ringgit in death benefit will be enough to 
ease my mind when I ride to work.” 
 
If you earn more than RM1,500/month but still can’t afford to 
have an insurance plan, you should be ashamed of yourself. 
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The five common types of life insurance 

benefit your agent fails to explain 

 
I am simplifying this so that you will know what can be insured 
in a life insurance policy. There are five major benefits: 

1. Accidental Care 

Accidental care is usually a rider attached to the main policy. It 
covers permanent disability and death caused by accidents 
only. Accidents include a car crash, fall, sprained ankle due to 
sports, etc. Generally it pays double the amount of sum assured 
if accidental death happens in a public conveyance (bus, 
passenger aeroplanes, LRT, etc.) 

Adequate coverage: 5 times 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. They never realise 
that they are going to war in underwear only, no armour, no 
helmet, no nothing! 

2. Hospitalisation and Surgical Benefit (known as medical 

card or health card) 

These benefits can cover most if not all of your medical 
expenses in a hospital. 
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Adequate coverage: >RM150/day room and board benefit. 
Yearly limit of >RM100,000. Lifetime limit of >RM500,000. 

A health card is not a credit card, and it does not have money in 
it! If it is a genuine case it should be easy to get a Letter of 
Guarantee from the insurer when you are hospitalised. 
However, insurance companies have the right to investigate 
before they pay out a claim, especially when you make a major 
claim within the first two years. 

3. 36 Critical Illnesses (Cancer, Stroke, Heart Attack, etc.) 

It is different from the health card. This benefit is paid in a lump 
sum to your account, but 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 annual income. 

4. Total Permanent Disability (TPD) 

TPD is a very severe case. After a person becomes TPD, it can 
be defined that they have lost their ability to earn a living. There 
are two forms of benefit for TPD: 
 
a) Lump Sum – this benefit is typically included when you 
purchase a policy for 36 Critical Illnesses. 
 
b) Annuity – This is a separate rider which will pay you a yearly 
compensation. It is advisable to get the protection up to your 
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annual income. However, there is a maximum cap of annual 
payable compensation per life assured per insurance company. 
If your income is more than that, you can consider buying 
several policies from different insurers to get yourself fully 
covered. 

5. Natural Death 

No matter how you die, they will still pay your family this death 
benefit, except committing suicide within the first year. Since 
the life assured can’t enjoy this benefit, the coverage should be 
calculated in relation to the insured’s commitment to their 
individual dependants. 
 
For instance, for a father whose wife is taking care of his 
1-year-old son full time, it is advisable to be insured for at least 
the expenses of the family for up to 25 years. 
 
Now you have a big picture of what can be insured on your life.  
 
Your next question will be “How much will it cost?”  
 
Here is a very simple benchmark for you: 
 
Don’t spend more than 10% of your take home pay for the 
insurance premium. If you spend more than that, it is likely that 
you are overpaying for insurance policies that don’t suit your 
needs at the moment. 
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Sum assured = Level of love 

 
Did your spouse ever ask you this question: How much do you 
love me? I think there is no simple way we can give a great 
answer. Is your love deeper than the sea? Higher than any bird 
ever reached up into the sky? (With advanced technology, we 
have space shuttles that travel many light years beyond the 
sky’s limit). 
 
If I am going to put the love level into a measurable number, I 
think there is no other way than using your insurance sum 
assured! And make sure that you nominate the benefits to your 
loved one! The number not only shows the monetary amount of 
your love, but it also shows how much love we are willing to 
afford. 
 
One of the richest Chinese in the world, Li Ka Shing, was once 
asked how much wealth he will distribute to his heirs. He said it 
all depends on how much insurance he bought and nominated 
to them. Indeed, love comes in many forms. Buying life 
insurance on our life and nominating it to our spouse will ensure 
our love lasts forever.  
 
Some husbands say their widows will remarry. The fact is they 
leave no choice to the widow. Why remarry if your widow 
receives a lot from your insurance proceeds? If she is going to 
remarry anyhow, I don’t think she will wait until the day you die 
to make that decision. 
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Are life insurance premiums cheap?

 

There are many types of life insurance plan. If we categorise 
them based on the premiums paid and the protection we are 
getting, basically, there are three types: 

Type A : High protection, low cash value. 

Type B : Medium protection, medium cash value 

Type C: Low protection, high cash value 

Imagine if there is a fortune teller who can foresee your life 
expectancy – how long you will live. If they say you can live a 
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long time, you should buy Type C insurance, eg an endowment 
plan. If he says your life will be short, you should buy Type A 
insurance, eg term life. However, in reality, who knows how 
long we can live? So most people buy Type B insurance, eg 
whole life participating plan. 
 
For Type B insurance, the total premium you pay will match the 
total cash value of the policy at year 14-18. That means that 
after you have paid the insurance premium for 15 years, you 
can still get back all the principal money if you surrender the 
policy. 
 
If you are committed to showing your love and responsibility to 
your family, buying insurance doesn’t cost much. It only costs 
15 years of interest return! After 15 years, the insurance can be 
considered FREE! 
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The real ROI of insurance 

 
Calculating the ROI (Return on Investment) of your investments 
is pretty simple. Let’s say you buy a house for RM100,000. You 
sell it after two years for RM120,000. The total ROI in two years 
is RM20k/RM100k = 20%. The effective annual rate (EAR) is 
9.54% per annum. EAR is the annualised return, something that 
you can compare to the mortgage loan interest and Fixed 
Deposit return. 
 
I am going to show you how we can determine the ROI if you 
buy an insurance policy.  
 
Mark bought an insurance policy from Great Eastern Life 
Assurance. The insurance he purchased is a whole life policy 
named Supreme Care which will mature at age 99. Mark is now 
30 years old. The premium he pays is RM1,059.40/year for the 
sum assured of RM100,000. 

Scenario 1: Surrender after five years 

After paying the premiums for five years, Mark heard from his 
friend that he shouldn’t put money in an insurance policy. It is a 
waste of money. So he surrendered the policy. The surrender 
value was RM3,900. Mark’s friend is right about “losing money” 
in insurance. Mark had paid RM5,297 and got back only 
RM3,900 in return. 
ROI = -26.37% in 5 years. 
EAR = -10.04% per annum. 
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Conclusion: This policy is a bad investment according to 
those who prefer to lapse their policy. 

Scenario 2: Mark was diagnosed with cancer after 10 years. 

Mark doesn’t need to pay the premium any more because of a 
waiver premium rider attached to the policy. He recovered after 
two years of treatment and enjoyed the benefit of the policy until 
he surrendered the policy at age 55 at retirement. The 
surrender value he was entitled to was RM30,000. The total 
premium paid was RM10,594. 
ROI = 652% in 25 years 
EAR = 5.16% per annum. 
Conclusion: This policy provides adequate return and 
“replace” loss saving when suffering from a major illness. 
Scenario 3: Mark died in the 3rd year due to a heart attack. 
His family is entitled to claim his death benefit of RM100,000. 
The total premium he had paid was RM3,178.20. 
ROI = 3000.46% (Yes! 30 times!) 
EAR = 317.52% per annum (Yes! Triple every year!) 
Conclusion: This policy is the best investment ever made 
by Mark, according to Mark’s family. 

Scenario 4: Nothing bad ever happened in Mark’s life. 

Mark continued paying the premium up to age 65. Thinking he 
didn’t need the insurance protection any more, he surrendered 
the policy to enjoy the cash value. Total premium paid was 
RM37,079. Total guaranteed surrender value was RM46,600. 
ROI = 26% over 35 years 
EAR = 1.23% per annum. 
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Conclusion: The cost of the insurance policy was the loss 
of potential interest the premium can generate. If Mark had 
put the money in an FD instead which gives 3.7% a year, 
the cost of the premium was 3.70-1.23% = 2.47%. Of 
course, when you compound this amount over the long 
term, there is a lot of opportunity cost involved. 
 
Buying insurance is for protection. It is a noble idea everyone 
should embrace, even when you are very rich. But if you are 
buying insurance for savings or investment, please don’t put 
high hopes on it producing a decent return.  
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Paying monthly life insurance premiums 

can cost 10.80% 

 
For a traditional insurance policy, the life assured can either pay 
yearly, half-yearly, quarterly or monthly. 
 
If the yearly premium is RM1,000/year, 
the monthly premium = RM1,000 x 1.05/12 = RM87.50 (total 
5% extra) 
the quarterly premium = RM1,000 x 1.03/4 = RM257.50 (total 
3% extra) 
the half-yearly premium = RM1,000 x 1.02/2 = RM510.00 (total 
2% extra) 
 
If you want to compare the interest rate with the Fixed Deposit 
Rate or Home-loan daily rest rate, you need to calculate the 
effective annual rate (EAR). It can be calculated using a 
Financial Calculator (I use HP 10B). 
 
Let’s start with the monthly premium 

Payment mode = 12 times per year, use the BEGIN 
mode 
N=12 
FV=0 
PV=1,000 
PMT= -87.50 
Calculate i = 10.80% (effective annual rate)(EAR) 
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Try to calculate the other payment mode: 
Quarterly EAR = 8.03% 
Half-yearly EAR = 8.16% 
 
If you can’t afford to pay yearly, it is better to opt for quarterly 
rather than half-yearly. 
 
If you are confident of making an investment return of more 
than 10.8% a year, it is better for you to pay your premium 
monthly even though you can afford the yearly premium. 
 
Every sen kept and saved will still make you richer by one sen! 
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Why you should buy an 

investment-linked insurance policy first 

 
There are so many types of life insurance policy in the market. 
There are more than a dozen life insurance companies in 
Malaysia, and most of them provide more than ten products. So 
how do you choose your first insurance policy? 
Most likely when an insurance agent approaches you, you will 
be presented with an investment-linked policy.  
 
It makes sense to buy an investment-linked policy as the first 
policy you own. Here are the reasons and advantages: 
 

1. Transparency – Unlike a traditional policy such as a 
whole life or endowment plan, an investment-linked 
policy clearly shows all your premium allocations. It is 
what I call a transparent policy – you can understand 
and see where your premium is used. The policyholder 
will receive a periodic statement that clearly and 
precisely lists all the premium allocations, applicable 
insurance charges, investment values and fund unit 
prices. Besides this report, you will also get the 
investment-linked fund performance report annually.  

 
2. Low insurance charges -- Fresh graduates, aged 

around 23-25, will normally seek their first insurance 
agent straightaway, and also their first insurance policy. 
When you are young, insurance charges are very 
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cheap. An investment-linked policy calculates the 
insurance costs based on your age. They use a 
mortality table and provide a detailed insurance fee 
schedule in the plan. It means you can purchase very 
high coverage with a relatively small premium when you 
are still young. The premium might be even lower than a 
term policy. 

 
3. Flexibility – Once you get old, promoted, married, have 

kids, your protection needs increase. When you retire, 
your kids are independent, and your insurance needs 
eventually decrease. Looking at this circumstance which 
is substantially different at different life stages, the 
investment-linked policy provides the flexibility to 
increase or reduce the premiums, and include or 
exclude certain coverage riders, additional benefits and 
sums assured. In other words, you can modify this 
policy whenever and however you want to. Of course it 
is all subject to the terms and conditions outlined by the 
insurance companies. 

 
4. Integrated better health card -- Some insurance 

companies like Great Eastern and Prudential provide 
better hospitalisation and surgical benefits specially for 
investment-linked policyholders. For instance, Great 
Eastern lets the investment-linked policyholder attach a 
better health card (no co-insurance, cheaper insurance 
charges) to his policy. But if you only want a standalone 
health card, the available product is not as good as the 
one offered in an investment-linked plan. 
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5. All-in-one benefits – You can include all sorts of 

coverage in your investment-linked policy as riders. The 
coverage includes accidental benefit, hospitalisation 
income benefit, critical illnesses benefit, health care 
benefit, lady care benefit, etc. Almost all protection 
riders can be included. You will find it easier and 
cheaper to have one insurance plan that can give you all 
the possible benefits you need. 

 
6. You control the investment strategy – Did you ever 

think that an investment-linked policy was risky because 
it involves investment? You have the right to control the 
risk you can bear for your investment. You can choose 
which fund to invest in, which strategy to use, which 
portfolio allocation to apply, and even when to do the 
switching from one fund to another fund which is usually 
free of charge. If you are sceptical about investment 
risk, just put all your premiums into a fixed-income fund! 
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How writing a Will can save you lots of 

money 

 
Anybody with assets and loved ones needs to have a Will. But 
why are there still many Malaysians who do not have a Will? 
There is 40 billion ringgit worth of estate unclaimed, and the 
amount keeps rising every year 
 
Anyway, don’t bother with those who haven’t written their Will. 
Just get yours written and enjoy these benefits: 
 
Save money! 
Without a Will a person dies “intestate”. Their heirs need to 
apply for a Letter of Administration (LA) instead of a Grant of 
Probate (GP). The legal fee is higher for LA applications 
because of the longer process and more documents required. 
Don’t believe me? Ask your lawyer. 
 
Your wish vs the Government’s wish 
You state your desires in your Will: Who should get your assets. 
How much your wife should get. Should you give your sister 
some money as well? If you have the same thinking as the 
Government, just follow the Distribution Act 1958 (amended 
1997). But take care. Without a Will, non-muslims’ assets will 
be distributed according to the Distribution Act, and that may 
not turn out to be your wish. 
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Executor vs Administrator 
You can appoint an executor in your Will. If none is selected, 
many people can apply to be the Administrator of your estate. 
People eligible include your legal heirs, your creditors, your 
untrustworthy relatives.  
 
Appoint a guardian 
Yes! If you have minor children (aged below 18), you ought to 
write your Will now! There is no other way to appoint a legal 
guardian except by writing a Will. 
 
No need for two sureties  
Two sureties (to act as a guarantor to your estate 
administration) are required for application of an LA (Letter of 
Administration). Imagine if your best friend passed away without 
leaving a Will. His son asks you to be one of the sureties 
required by the court. You will have to disclose all your assets 
to prove that you have more than the deceased’s estates. If his 
son runs away with the estate money, you will need to 
compensate the legal heirs with your assets. Do you want to 
sign the paper? 
 
So, get your Will written as soon as possible. If things are 
complicated, you can engage a professional estate planner. If 
the distribution is simple, you can find some templates on the 
Internet and modify them to suit your needs. 
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Managing the risk of double tragedy 

 
Buying insurance will not ensure that all the problems of the 
deceased are well taken care of. There may be some 
unforeseen problems after buying insurance. I have helped 
some clients to solve the following challenges which most 
parents with young children never consider. 
 
Parents with young children typically buy adequate life 
insurance to replace the income loss in case something 
happens to the bread-winner. Usually, the father nominates the 
mother as the sole beneficiary. Meanwhile, mother designates 
children as beneficiaries.  
 
Most of the time both parents travel together, whether on 
vacation or just driving to the nearby shopping centre. What 
happens if both parents can’t make it home? ……. 
 
Who will get the policy money? In such a situation, a 
nomination of your insurance plan can’t solve the above 
problem. 
 
Who will be the guardian of your children? How do you provide 
a constant cash flow (example: RM2,000/month) to the 
guardian to pay for the living expenses of your kids?  
 
Writing a simple Will is certainly not the perfect solution for the 
above situation. When we are taking care of our children, we 

https://KCLau.com page 97/104 

https://kclau.com/


 

            Money Tips Volume 1 

make sure we provide them with the best education. We also 
try our best to make them study hard. We hope that some day 
they will get a degree and earn a decent living.  
 
How do you ensure all that if you are no longer around any 
more? Leaving a lump sum education fund for them can’t 
ensure that they will study hard. 
 
In fact, you can overcome all the above challenges to some 
extent with proper arrangements. Moreover, this solution is so 
affordable! If you can afford to have a hand phone, I am sure 
that you can afford this method. 
 
The solution: Set up a private living trust. 
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Child protection: Set up an incentive 

living trust 

 
I will use a story to illustrate how to protect your children by 
creating a private living trust. I called it “Incentive Living Trust” 
when there the trust is set up in a way to incentivise the 
beneficiaries towards certain actions. 
 
Jim is a caring husband, and also a good father. Married to 
Susan for two years, they own a lovely home with a six months 
old son. Both parents are working very hard for the future of 
their family well-being. Realising their financial position, Jim and 
Susan increased their life insurance coverage to a total of 
$500,000. As usual, Jim nominates Susan as the sole 
beneficiary and vice versa.  
 
One weekend evening, Jim and Susan met with a terrible road 
accident. Jim died on the spot and Susan also passed away 
after two days in the hospital intensive care unit. This incident is 
known as a double tragedy in newspaper headlines. 
 
Let’s look at the possible problems that might arise.  
 
Who should be the guardian of their son, Patrick? 
In Malaysia, either one of the parents is the legal guardian of 
the child. But now Patrick has become an orphan. The 
grandparents are too old to take care of Patrick. 
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Who will inherit their wealth? 
Being a young couple, Jim and Susan do not have substantial 
capital. But don’t forget that they had their mortgage covered by 
Mortgage Reducing Term Assurance (MRTA). Now their home 
is mortgage-free. Also, there will be a large sum assured paid 
out from their existing life insurance policy. But both the 
nominees have passed away. According to the Malaysian 
Distribution Act, both the grandparents and also Patrick will get 
a portion of the deceased’s wealth. 
 
Who can continue to mentor their children? 
Besides providing proper academic education, isn’t it a parent’s 
primary responsibility to mentor their kids to be great people in 
terms of spiritual, mental, and social skill development? Since 
Jim and Susan have passed away, there is no medium for them 
to communicate their core values to Patrick. If Patrick is not 
lucky enough to get a good mentor, he might end up on the 
street. 
 
If you are caring enough to set up a proper incentive living trust 
for your children, I am sure that there is some degree of 
protection predetermined. Here is the solution you can adopt: 
 
Write a WILL 
Jim and Susan should each have a WILL. A Will is the only way 
to appoint a guardian for children. Before you appoint any 
person as a guardian, talk to them to get their consent. It is 
even better to provide a certain level of regular salary to the 
guardian as compensation for their time and effort. 
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Create an Incentive Living Trust 
Besides the Will, you should also have a private trust set up.  
 
There are a lot of things you can mention in the trust deed. 

1. To provide compensation to the guardian appointed 
in the Will -- you can pay a lump sum, or you can state 
an amount to be paid monthly to the guardian for the 
time they spend taking care of your children. 

  
2. To provide the maintenance of your kids’ living 

expenses -- estimate the children’s daily living expenses 
and pay them monthly into their trust bank account. The 
guardian will be able to use this funding for your kids’ 
living expenses. 

  
3. To provide an education fund -- your children will 

need thousands of dollars when they study in college or 
university. 

  
4. To give an incentive for your children’s hard work -- 

have you heard the story of the donkey and the carrot? 
You hang the carrot in front of a donkey, and it will be 
motivated to keep walking because it is chasing the 
carrot. If you only throw a carrot to the donkey, what do 
you expect? You will get a lazy ass. It is the same for 
our children. In the case above, Patrick is going to get 
hundreds of thousands of dollars when he reaches age 
18 when he is no longer a minor. If I know there is a lot 
of money sitting somewhere for me to grab when I grow 
up, why would I study hard? As parents, we can’t just 
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give money to our children like that. Please, set the 
conditions and terms so that your children accomplish 
something before they get the incentive. Example: 
$50,000 if he gets a degree with first-class honours. 

 
 
Fund the living trust with your life insurance 
A trust without a trust fund is not valid. For a young couple, I 
know there is not much wealth accumulated to put aside as 
trust property. But because you are young and still healthy, you 
have the luxury of using life insurance as a funding method. 
You can create a substantial amount of cash from your death if 
it is going to happen. Paying premiums of a few thousand a 
year you might get a million dollar policy. Instead of nominating 
your spouse, you can assign the insurance’s proceeds into the 
trust. Let the professional trustee manage your money. 
 
Technically, you just need to assign one insurance policy to set 
up the trust. You can still nominate your spouse as the 
beneficiary for all other policies. When you have the trust in 
place, you can state in your Wills that in the case of 
simultaneous deaths of both parents, to inject the liquid part of 
the estate to fund the trust. Then you shall have enough trust 
funds to support your children. 
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To create a great child protection plan like this, you will have to 
seek advice from a proper financial advisor. Make sure the 
advisor has sufficient knowledge in living trusts, life insurance 
and also Will writing. Email me if you need my assistance to 
recommend a trusted associate to help you.  
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----------------------- The End of Volume 1 --------------------------- 
 
If you find any error in this edition, kindly send an email to 
book@kclau.com  
 
If you enjoy this ebook series, please do me a favour by writing 
your comment on this page: https://KCLau.com/lp  
 
And post a review on my Facebook page:  
https://www.facebook.com/pg/kclaumoney/reviews  
 
You will help me in my mission to provide financial education to 
more people.  
 
I hope to hear from you soon. 
 
Regards, 
KCLau 
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