financial capability

march under the
one banner

People gre oiten confused by the finoncial services they buy, argues
JOHN/PROUT. The industry needs a much more cohesive strategy to
enhance everyone's financial capability.

We all know how radically the

economic landscape has changed. And while that

has undoubtedly caused many to worry more

about their finances, it has also encouraged a
greater degree of individual responsibility.

This is particularly true of those with bigger savings. Many
people are moving their money around — to minimise risk and
ensure their finances are protected under the Government's
guarantee to cover deposits of up to £50,000 at any one bank or
building society. They want that safeguard, plus a better return for
their money. And they're quite prepared to act to achieve it.

On the other hand there’s also a sizeable group who tend to
let ‘financial awareness’ wash over them. What both groups have

in common is that they are

often confused by the
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an understanding of money
management. But I'd argue
that it's the financial
services organisations themselves who carry most responsibility
for encouraging financial capability.
We need to work together as an industry to make things clearer
and simpler for people. Our customers need help to understand
that whatever they buy really does suit their particular needs.
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financial capability

For a start, let's use straightforward language and produce
marketing literature which people actually understand. Include tick
boxes so that people can gauge what's right for their needs —and
what isn't. Let's stop this habit of talking about ‘products’ such as
pensions and motor insurance and savings, and let's start talking
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about people’s needs and life events.

Our existing and potential customers will appreciate it in the
same way that they have a belief in a trusted financial adviser —
who looks after their needs and encourages them to plan for long-
term goals which will take some of the stresses out of life.

Many in the industry are already doing a good job. But it's
clear that we could all do a lot more and the overall approach is
fragmented. But some do seem less willing or able to see this as
a priority — or even a significant concern.

What we need is a cohesive strategy to which everyone in the
industry signs up to — so that our customers really do grasp that
what they're buying from us is right for their personal
circumstances.

A good analogy here, | think, is the food industry. They've
created a ‘banner to march behind' by recommending a minimum
of 5-a-day portions of fruit and veg. That industry worked together
to create an easy-to-understand message for customers. And it's
now a standard phrase everyone is familiar with, no matter where
they live or what age or social group they belong to. That's a
success story we could do well to emulate in financial services.

Starting with the product design and presentation, through to
the approvals process and marketing, we need to keep things as
clear, simple and transparent as we possibly can. It's not just about
having a loan APR clearly marked, although that's a basic legal
requirement. We also need to be very sure that people understand
the true cost of debt and what they're actually paying back in
interest — not just their monthly repayments.

At NS&I we're already shifting along these lines. Much of our
marketing, online and in print, is tailored to people’s life stages
and needs and is carefully designed to be clearly understood.
Online, we launched www.youandyourmoney.info to help educate
people about financial responsibility and we encourage other
organisations to link to it.

Our latest venture, launched in early November, is a range of
guides stocked in WHSmith — a similarly trusted brand which is a
good fit for us and a source of education and learning. In over 300

LIFE STAGE NEEDS ARE. WE'RE
KEEN TO ENCOURAGE AND
SUPPORT FINANCIAL CAPABILITY,
NOT JUST SELL PRODUCTS.

practically as well as financially: what do you do when someone
passes on; how do you arrange a funeral, what are the likely costs?
For those approaching retirement, one of our guides advises on
issues such as social care and costs as they age.

The message we're trying to get across is that we offer
guidance whatever a person’s life stage needs are. We're keen to
encourage and support financial capability, not just sell products.

We've got nearly 27 million customers, but we're just one
among many of the bigger financial service providers and we can't
change things alone. There's a lot of goodwill and a desire to do
more both within financial services and at Government level. But
the truth is that it's only by working together to increase financial
capability across the board that we'll begin to rebuild a basic level
of trust. We're faced with a golden opportunity to start over in the
post-credit crunch world. It is a huge challenge. Is the industry
ready to meet it?”

JOHN PROUT is Director, Customer Sales and Retention and a
Board member of National Savings and Investments (NS&I), one of
the UK's largest savings organisations. It has nearly 27 million
customers and over £96 hillion invested. Backed by HM Treasury, it
offers a range of savings and investments, including Premium
Bonds, inflation-beating savings, Guaranteed Equity Bonds and
Children's Bonus Bonds.

of their best UK shopping locations, we stock free consumer guides
designed to help people during important stages of their lives —
raising children, for example, or planning for retirement and later
life, and how best to deal with bereavement.

We looked at this long and hard before going ahead. Partnering
WHSmith gives us an ideal opportunity to show how NS&I can
encourage people to start actively planning for their life events,
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