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Abstract:

The narrative follows a mother's journey in handling the family's finances, with an emphasis on striking a
balance between protection and investment. It focuses on how crucial it is to determine your financial
objectives, evaluate your risk, and fully understand your existing financial status. For a salaried employee,
the essay outlines the principal investment options in the Philippines, which include Modified Pag-ibig 2
(MP2), Retail Treasury Bonds (RTBs), and savings or time deposits. The need of insurance as a protection
against unforeseen circumstances is further highlighted. Investment may offer potential income growth and
long-term financial successm while protection provides peace of mind.
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L. Introduction
Mothers, who are primarily responsible for their families' financial security, often deal with two
important financial issues: investment and protection. This essay explores my personal finance experiences.
Like most mothers, my family is my top priority, me, my husband and my children. As a result, I'm doing
everything | can to plan for our future by navigating the choices | make about investments and insurance. |
believe there are three key factors to take into account and these are my family’s financial goals, my risk
tolerance, and my family’s current condition.

1. Discussions
A. Financial Goals:
The first step in my journey is the identification of my short-term and long-term financial objectives.
For example, saving for my children's education, retirement, and building an emergency fund. With the inherent
inflation, | could say that education cost might double or more when my kids will go to college, so at their early
age, | start to save an amount which | consider as part of our monthly expenses. This is one of the clear goals |
made - to save for their education, as such | am able to tailor my family’s investment strategies. | set aside a
percentage in my family’s combined income for the kids’ education.

B. Risk Tolerance:

Risk tolerance is an essential factor in determining the right investment options. As a mother with
moderate risk tolerance, | seek investment that offers a balance of growth of wealth and stability to protect my
family. | choose investment options that are conservative to moderate risk investments that provide steady
returns without being exposed to significant risk. As such, the investment strategies | considered suit my risk
appetite.

C. Current Financial Situation:

With my combined family income (which would determine how much to allocate towards investments
and insurance premiums), | and my husband can allocate 20% of our monthly earnings towards investments and
insurance premiums. This allows me to contribute a portion of our income towards building wealth and
protecting our family’s financial future.
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Investing: Building for the Future
Investing offers the potential for wealth accumulation. And with the above considerations, | opted to
invest in relatively simple yet reliable investment options such as savings or time deposits, Modified Pag-ibig 2
(MP2), and Retail Treasury Bonds (RTBs). Here's a breakdown of my choices:

1. Savings or Time Deposit
Savings deposit[3] may be done through cooperative or through banks or any other financial
intermediaries where you are comfortable with. Time deposit bears higher interest rates as compared to regular
savings deposit. Below is the pros and cons of savings deposit:

Pros - there is lower risk involved and it is liquid (regular savings deposits) as compared to other investment
options. Savings is protected by deposit insurance if financial intermediary is PDIC covered like banks.

Cons: The low-interest rates on regular savings deposits may not keep pace with inflation, resulting in
diminished purchasing power over time. Additionally, some banks may impose fees for pre-termination or
minimum balance requirements, affecting overall returns.

In choosing between financial intermediaries, Table 1 is a few comparison between a cooperative and a bank:

TABLE 1
Comparison of bank and cooperative as to risk and return
Financial Intermediary Bank Cooperative[4,5]
Risk Lower as compared to cooperative Higher as compared to banks

Generally protected with deposit insurance May or may not be protected with
deposit insurance (unless the Coop
availed deposit insurance)

Interest Rate (return) Relatively lower Higher

Subjected to withholding tax Not subjected to withholding tax

In my case, | choose cooperative because other than the pros identified above, accessibility is another.
There may be some more factors that you need to consider before making a choice like stability of the financial
intermediary, number of years of existence, customer service, among others.

2. Modified Pag-IBIG 2 (MP2)[6]
MP2 is a program of Pag-IBIG where any member at their option may save, the minimum amount of
savings is P500 and a maturity of 5 years. Unlike time deposit of RTBs where return is based on a fixed rate,
MP2’s return is dependent on the market condition.

Pros - MP2 offers higher return as compared to regular savings accounts, making it an attractive option for long-
term savings. It is a form of government backing very low risk associated with this investment. The return of
MP2 can be withdrawn annually or if not withdrawn, it will be compounded.

Cons - Funds are locked in for five years, limiting liquidity compared to savings deposits. Return is subjected to
withholding taxes (12%).

3. Retail Treasury Bonds (RTB30)[7]
These are debts instruments issued by the Philippine government through the Bureau of Treasury (BTr).
It is peso-denominated and with a holding period of 3 or 5 years.

Pros - RTB30 provides a secure investment avenue with fixed interest rates and government backing. It serves
as a passive income where interest could be withdrawn while the principal has a lock in period (like 3 or 5
years).

Cons - Similar to MP2, RTB30 requires a longer investment horizon, as funds are typically locked in for the
duration of the bond. Additionally, interest rates may not always outpace inflation, affecting real returns. Like
MPAZ2, the return is subjected to withholding taxes (12%).

While investing offers the potential for wealth accumulation, | recognized the importance of balancing
risk with reward. | also consider the need to protect my investments and my family's financial stability.
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Protecting: Safeguarding the Present
To mitigate risks and uncertainties, | explore and will continue to explore protection options, including
Variable Universal Life (VUL) insurance.

Here's a closer look at my considerations: | opted to enrol my kids and my husband to Variable
Universal Life (VUL) Insurance. Insurance may not for everyone but | believe it gives protection and peace of
mind. Risk is everywhere and | never know what would happen every seconds thereafter. VUL may have pros
and cons but still, I would feel better with the protection it offers.

Pros of VUL insurance - it combines life insurance coverage with investment options, providing both protection
and potential growth of cash value over time. | value the flexibility of VUL, though it bears minimal return as
compared to investment in bonds and stocks, VUL safeguards my family’s present and the future.

Cons - VUL insurance can be more expensive than term life insurance due to the investment component and
associated fees. Additionally, investment returns are not guaranteed and may fluctuate based on market
performance.

Here are also some of the other types of insurance that I am considering in the future.

1. Term Life Insurance7: Usually at cheaper prices than permanent life insurance, this type of insurance
provides basic coverage for a predetermined amount of time. But it doesn't accrue financial worth, and
it might need to be renewed at a greater cost.

2. Whole Life Insurance: Offers lifetime protection, cash value growth, and a guaranteed death benefit.
Term life insurance usually has lower premiums, but policyholders gain from possible dividends and
investment growth.

As | weigh my options, | acknowledge the importance of protection alongside investment. While

investing offers the potential for growth, insurance provides a safety net against unforeseen circumstances,
ensuring my family's financial security regardless of the unknown future.
Despite the middle income category which | belong, | consider those investments and protection options
discussed above as part of my priority. My spouse trusted my money management skills, so he let me handle our
funds. He never inquires about my salary but he remits his without question. His trust and support made me
confident in managing my family’s finances.

1. Conclusion

There is no one-size-fits-all framework when it comes to family finance solutions. Finding a balance
between protecting and investing is necessary to long-term financial success. Getting enough insurance
coverage and diversifying one's financial portfolio are two ways to safeguard against life's risks and build wealth.
In the end, one's financial objectives, risk tolerance, and personal circumstances will determine whether to
invest or protect. As | continue on this journey, | remain vigilant, adaptable, and committed to securing a better
future for my family and myself. My youth is temporary, and my energy will inevitably gradually decline.
Despite this, | can still feel secure knowing that whatever happens to me, to their dad, we would have less
worries, and these are for me, the greatest gift we could offer them (kids).
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