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As the recession continues to bite,
Niall Brady comes up with a few
easy suggestions to help you cut
costs and maximise your savings

CONSUMERS are set to feel the pinch
with public servants suffering big
reductions in pay from this month,
following even deeper cuts for employ-
ees of many private firms last year.
The pain comes as mortgage bills are
set to rise, probably as early as March,
while health insurance costs are soar-
ing because of higher premiums and
government levies.

The price hikes are likely to end Ire-
land’s deflationary spiral, which saw
consumer prices dropping by 5.7% in
the year to last November — the big-
gest fall since the 1930s.

The European Central Bank (ECB)
is expected to leave interest rates on
hold at 1% for much of 2010, which
should be good for mortgage holders.
Banks and building societies will
increase the cost of borrowing,
though, as they try to rebuild their bat-
tered finances. Savers will suffer too,
as financial recovery means that
deposits will no longer be the banks’
main source of funding.

Gary Mahood, a personal finance
tutor who is giving an adult education
course at University College Dublin
later this month, said: “With more
taxes, lower incomes, and higher
interest rates on the horizon, you
must take action now. Controlling
spending will help you become more
financially independent, which gives
confidence and will help you feel in
control of your life.”

However, there are plenty of ways
to cut costs. Gas prices will fall by 8%
on average from February 1— a cumu-
lative reduction of 25% since last May.
Meanwhile, falling prices and incomes
means insurance cover can be reduced
for houses, cars and earnings — reduc-
ing the impact of rising premiums.

Here are our top tips to cut the fat
in 2010 — on everything from savings
and mortgages to household bills:

GET THE TOP ENERGY DEAL

Bord Gais says the 8% cut in gas prices
from next month will reduce the aver-
age household bill to €684 a year — a
drop of €232 since last May.

Households can make bigger sav-
ings, though, by switching to Flogas.
It will undercut Bord Gais by 7% for
the first year, with an extra 2% dis-
count for those paying by direct debit.

Airtricity is likely to offer steeper
reductions when it enters the gas mar-
ket in the coming weeks, with dual-
fuel discounts of up to 18% for house-
holds who sign up for electricity as
well as gas. The company currently
offers electricity only, undercutting
the ESB by up to 13% for households
that agree to pay in equal monthly
instalments, receive their bills online
and pay by direct debit.

Bord Gais offers the biggest electric-
ity discount — 14% for those who pay
by direct debit and are existing gas
customers.

Switching is painless, with no inter-
ruption in energy supplies and no
requirement to commit to a contract
— allowing the freedom to switch
again if a better deal comes along.

ACT FAST ON SAVINGS

Savings providers have started to pull
fixed-rate bonds, as they return to
more traditional ways of raising fund-
ing — such as lending to each other,
reducing reliance on savers’ money.

The best rate this time last year was
6% fixed for 12 months from Anglo
Irish Bank. Currently, Investec has
the best short-term deals — 3.5% fixed
for nine or 12 months, with the option
of withdrawing up to 20% of your
deposit before maturity. Anglo Irish
also offers 3.5%, but only for 12
months.

If you see a good rate, lock in fast.
Experts advise fixing for no more
than one or two years, so that you can
benefit when ECB rate starts to rise.
Irish Nationwide has the best two-
year fix — 3.49% a year.

If you are worried about the securi-
ty of your savings, do not limit your-
self to banks that are guaranteed by
the Irish state. Northern Rock, which
has a one-year fix at 2.75%, is backed
by the British exchequer. This guaran-
tee will last until your money
matures, even if Northern Rock is sold
into private ownership in the mean-
time.

RaboDirect has the best credit rat-
ing of any bank operating in Ireland.
It pays 3.4% a year to savers who lock
up their money for five years.

FIX YOUR MORTGAGE

The National Asset Management
Agency (Nama) is taking bad loans off
the banks’ books, allowing them to
concentrate on making more money
from the loans that remain — especial-
ly home mortgages.

Karl Deeter, the operations manag-
er at Irish Mortgage Brokers, expects
they will increase mortgage margins
by one percentage point this year and
by half a point in 2011. The increases
will be staggered and will happen
even if the ECB leaves interest rates
on hold.

Payments on a 25-year, €250,000
mortgage would increase from €1,127
currently to €1,325 by 2011 — an extra
€198 a month — if Bank of Ireland
increases its standard variable rate as
Deeter predicts. The increase will be
greater if the ECB begins raising inter-
est rates towards the end of the year,
as economists expect.
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Robert and Sinead Burke, with their sons Matthew and Darragh, changed to Bord Gais as it vowed to undercut ESB’s electricity prices with a big reduction in the first year

“If you are on a variable rate, it
would be worth looking for a one- or
two-year fix because doing nothing
leaves you wide open to margin
hikes,” Deeter said. “Rates are at a his-
toric low, leaving a small window of
opportunity to fix that won’t recur for
some time to come.”

Allied Irish Banks charges 2.8%
fixed for two years and 3.19% fixed for
three, available to existing and new
borrowers. Bank of Ireland has a two-
year fix at 3.15% for existing custom-
ers, and 3.6% fixed for three years. Per-
manent TSB is considerably more
expensive — 5.25% fixed for two years
for existing customers and 5.75% fixed
for five years.

BORROW WISELY

Unsecured credit is drying up, mak-
ing it more difficult to qualify for car
loans and credit cards, because banks
have less money to lend and are wor-
ried about borrowers’ ability to pay it
back.

This has boosted demand for pre-
paid credit cards, such as 3V Visa pre-
paid vouchers and prepaid Master-
Card from Payzone Worldwide Mon-
ey. They can be used in any outlet that
accepts Visa or MasterCard — the only
payment options available for most
online purchases. Prepaid cards carry
no risks for the banks because users
must load value on their cards before
they start spending.

Credit unions are increasingly the
only alternative for those who need to
borrow, because they are not as cash-
strapped as the banks. Borrowers
need to be careful, though, that their
savings are not tied up as security for
their loans.

Brendan Burgess, founder of Aska-
boutmoney.com, a consumer finance
website, said: “Credit unions are prob-
ably your best bet if you cannot bor-
row from a bank or anywhere else.
Before taking out a loan, progressive
credit unions should allow you to
reduce your savings to a nominal bal-
ance that will keep your share
account open. This releases your sav-
ings so that you need to borrow less.

“It’s important to take out your
money before getting the loan, howev-
er, because you cannot do it after-
wards. Credit unions are precluded by
law from reducing balances in share
accounts below 25% of the balance out-
standing on a related loan. This is the
law —it’s not at a credit union’s discre-
tion to bend the rules.”

SHAVE PREMIUMS

Over-insuring your belongings is a
costly mistake and is increasingly
common because of big drops in car
values and the rebuilding cost of
homes.

According to the Society of Char-
tered Surveyors (SCS), a typical three-
bedroom semi-detached home in Dub-

lin should be insured for €292,500 — a
drop of €13,500 since 2008. A typical
four bedroom property in the capital
should be insured for €368,000 —
€18,000 less than in 2008. The danger
is that many homeowners are unwit-
tingly increasing their insurance
because policies often index cover by
a fixed percentage each year.

Sean McCormack, president of the
SCS, said: “A lot of people who bought
their houses during the boom also
paid high insurance premiums. Our
findings should be a wake-up call for
them to check they are not over-in-
sured.”

The same advice applies to income
protection insurance, which pays a
monthly income if you cannot work
because of accident or illness. Many
premiums are still based on incomes
earned during the boom, even though
pay levels have fallen sharply since
them.

Liam Ferguson of Ferguson & Asso-
ciates, an insurance broker, said: “If
you are in a group scheme, the premi-
um should have decreased in line
with your income. If you have an indi-
vidual policy, though, you should
review it to ensure you are not exceed-
ing the maximum level of cover
allowed for income protection.”

This is restricted to 75% of your earn-
ings while working, less the social
welfare invalidity pension. This was
reduced from €204.30 to €196 a week
in last month’s budget.

Switch ‘was a no-brainer’

THE ESB dropped prices by
12% last May and has frozen
its tariff until next October.
Robert Burke, 35, and his
wife, Sinead, 35, have been
getting their electricity for
less, however, since they
switched to Bord Gais. The
couple, who have two-year-old
twin sons Matthew and
Darragh, spend €1,300 to
€1,500 a year on lighting and
cooking at their home in
Jenkinstown, Co Louth.

Bord Gais promised to
undercut the ESB by 10% for
the first year after switching,
with an extra 2% reduction for
the Burkes because they pay
by direct debit. Another 2%
reduction is available for
existing Bord Gais users,
although this was not an
option for the Burkes as their
home is not on a gas main.

Their first-year discount
will expire shortly, after
which Bord Gais will narrow
the price gap with the ESB to
5% for years two and three.

“I'd be tempted to move
again if somebody else made a

better offer, provided it was
easy to change,” said Burke.
“I'm staying with Bord Gais,
though, for as long as its tariff
is cheaper or the same as
other electricity suppliers.”

As a building surveyor, he
is aware that energy
conservation is another way
to cut power costs. Their
home is three years old and
has good insulation.
Nevertheless, the Burkes
have taken steps to curb
electricity usage, including
switching off a wasteful
under-floor heating systemin
the bathroom.

The family was among the
first wave of ESB customers to
defect after Bord Gais entered
the electricity market last
February. “My sister had
moved already and it seemed
like a no-brainer,” said Burke.
“I'd no concerns about moving
because the ESB still looks
after the power supply to our
home, although our electricity
comes from Bord Gais.”
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We're all paying for the flawed thinking behind support for VHI

n New Year’s Day, more than 2m
people were mugged — and
almost nobody noticed.
While most of us were count-
ing down to 2010, an extra €25
was slipped on to the health insurance
levy for adults, bringing it to €185 a year,
while the levy for children was increased
by €2 to €55. The levy was introduced last
year by the government to subsidise its
insurer, the VHI. It was a desperate
reaction after the Supreme Court threw
out as illegal an earlier plan to prop up
VHI, which would have resulted in an
annual payment of tens of millions a year
to the state-run insurance company from
its private competitors, Quinn Healthcare
and Hibernian Aviva Health.

This levy is an outrage; let’s call it what
it really is — a tax. But it was also outra-
geous for the government to arrange for it
to appear as a footnote in the papers on
New Year’s Eve, a day when most of us
were distracted with plans for that
evening or doing our best, for at least one
more day, to ignore what was happening
outside our four walls.

This first tax increase of 2010 means
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that a typical family of four will need to
find €480 this year before they begin
paying the cost of their health insurance.
That cost will rise by about €180 for VHI
policies renewed after February 1,
bringing the combined increase to €660
since the levy was imposed last year.

Is it any wonder that VHI has lost
120,000 members in the past year?

This is not solely because, as VHI
insists, the cost of delivering better health
treatments defies normal inflation. No,

premiums cost more because the govern-
ment, and specifically the Department of
Health, which oversees VHI, is not willing
to address two problems properly: VHI's
disproportionate number of older mem-
bers, who could be distributed to the com-
petition so that all insurers carry an equal
burden; and the fact that the government
should not be in the private health insur-
ance business in the first place.

Instead, the Department of Health man-
darins, whose empire would go if the VHI

was privatised, have convinced the gov-
ernment to tax every private insurance
member in the state to keep the VHI alive.

This government-run company lost
€80m last year. It is obliged — like all
insurance companies operating in Ireland
— to have solvency reserves of 40% in
place by March, yet they have steadily fall-
en since February 2008 from 35.9% to just
22%.

Yet, by some form of accounting known
only to its chief executive, the VHI last
week claimed to be the state’s most
cost-efficient health provider.

It is haemorrhaging members and
income and it cannot meet its solvency
requirements. It is likely to seek a govern-
ment bail-out in 2010. Yet it has not made
any sweeping cost reductions. There is no
redundancy plan in place. It maintains a
staggeringly expensive (and in deficit)
defined-benefit pension plan, and it oper-
ates eight branchs and offices: Abbey
Street, Old Naas Road and Dun Laoghaire
in Dublin; Cork; Galway; Kilkenny;
Limerick; and in Gweedore, Co Donegal
for some bizarre reason.

This is not a legitimate company

operating under the same rules its gov-
ernment owner imposes on its
competitors. But unless some solution —
other than levies and taxes — is consid-
ered, the risk is that private health insur-
ance will simply become unaffordable for
the wider community. It is, after all,
younger, healthier members who are
cancelling their policies, not the older
ones who are claiming the expensive
treatments and benefits.

Meanwhile, in light of all of this, allow
me to share my first money-saving tip of
the year with you: if you are determined to
keep your private health cover but need to
cut its cost, here’s what you do — because
1did it myself last week.

Under community rating, every health
insurance plan must be available to every
member, regardless of age or health sta-
tus, including plans aimed specifically at
the corporate sector.

The health insurance companies do not
want you to know this. That’s why they
say they are “specifically designed for busi-
nesses” and they don’t promote the plans
in any material they distribute to individu-
als, or make it easy for individuals to

access information about corporate plans.

However, fee-based, independent insur-
ance brokers and advisers say that switch-
ing to a corporate plan — offering the
equivalent or similar cover to the one you
have — is a guaranteed way for
individuals and families to save hundreds
of euro a year.

After finding out the corporate
equivalent to my excellent Quinn
HealthManager plan last week, I saved
my family of two adults and one child
€231 a year simply by requesting a switch
to Quinn’s equivalent corporate plan.

To give them their due, Quinn and
Hibernian include all the corporate
plans on their websites so that you can —
admittedly with some effort — compare
them with your existing one (or an even
lower value plan). Save yourself the effort
and pay a good broker a modest fee to do it
foryou.

Unfortunately, if you are a VHI
member, you won't be able to check out its
corporate plans — they are not available
on the website.

Why doesn’t this surprise me? Call
the broker.



