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Source: The Consumer and Financial Literacy Taskforce (2004)

It is widely recognised that borrowing plays an important part of our lives. Most
people take on debt to purchase a car or a home. If individuals do decide to borrow, it
is important they understand the key aspects of lending and managing their debt. Debt
can be used to make purchases and enhance wealth but it can also get a consumer into
financial difficulty. It is important for consumers see both the benefits of borrowing
and the negatives. Debt used to purchase appreciating assets and increase wealth is
good debt whereas bad debt is borrowing to purchase depreciating assts or to fund

lifestyle choices such as going on a holiday.

In modem times, spending skills are becoming more and more important as financial
products are becoming more easily available. Individual's need to identify and
negotiate the best deal available to suit their circumstances, rather then accept the first

product or service offered. Credit card facilities are now available to a large number
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Source: The Consumer and Financial Literacy Taskforce (2004)

Apart form the economic environment, the poHtical environment also has an impact
on individuals through the direction of government policy that is applied to the
economic and regulatory environment. The major influence of the government has
been the deregulation of the banking system, which has lead to greater competition
within the finance sector. This has led to a plethora of financial products that are more
complex than other types of consumer goods resulting in individuals being in a
weaker position in terms of information and understanding. The recent introduction of
the Financial Services Reform Act 2001 (FSRA) has established a synchronized

licensing, conduct and disclosure regime for all financial product providers and
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