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Down to earth advice for 
savers and investors from 
independent investment
commentator Mary Holm

There’s more than one way to skin a cat. The same applies 
to teaching children about money.
 Some people, indeed, say they learnt their best 
financial lessons from watching their parents do it  
all wrong!
 This article, then, is not going to tell you what you 
should do, but rather to 
pass on ideas that have 
worked well for others. 
Choose and modify the 
suggestions that make 
sense for you.

Pocket money
 Experts suggest you  
start giving pocket 
money when your child 
can start to appreciate 
the value of money, 
perhaps when he or 
she starts school. 
 Give it weekly, on 
the same day each 
week, so the child can 
count on receiving it.
 How much? That 
depends largely on what 
the money is expected 
to cover.
 Discuss with your 
child what he or she is 
going to spend the money on, and what seems a reasonable 
weekly amount for each type of expenditure. If the child 
makes a list of items, this can also help him or her to budget. 

 Include some “other” spending, to give the child some 
discretion. And don’t expect the child to pay any school-
related expenses. You want to be sure those bills are paid, 
so you should pay them yourself!
 Children’s needs and wants will change over time. 
Negotiate increases with them at the start of each year – 

which helps them learn 
negotiation skills. 
 Also include adeq-
uate money for regular 
savings. More on that  
in a minute.
 Should a child be 
expected to do tasks for 
their pocket money?
 Some experts say 
“No”. A child should  
get pocket money 
simply because they 
are a member of the 
family. Pocket money,  
they say, is a learning 
tool, not a privilege.
 That’s not to say 
children shouldn’t be 
expected to contribute 
to the running of the 
household. But they  
should probably do 
those chores as part of 

the family “team”, not because they will get paid for them.
 It’s a question of what principles and values you want  
to communicate.

Working for extra money
 Over and above regular chores, if your child wants 
to do extra paid tasks to boost their income, that’s fine. 
 Try to treat the child a bit like a valued employee. 
And don’t forget the importance of positive feedback –  
even if the job isn’t done to your usual standards!
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Kids, cash and cards

BE FAIR
Children care greatly about being treated equally. 
 Try to make sure each child gets the same pocket 
money, clothes allowance and so on at the same age. 
 What about inflation? In these times of low 
inflation, you may not think it’s worth the bother of 
giving your second child more than your first child at 
the same age, because two years have passed.  
 In any case, it’s quite possible that prices haven’t 
actually gone up on the products they buy. 
 But if there’s a ten-year gap, to be fair you should 
give the second child about 20% more than the first. 
 As a rough rule of thumb, allow 2% per year.

“A boy becomes a 
man when he stops 
asking his father 

for money and requests  
a loan.”  Anonymous
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You’re welcome to send 
questions to From the Mailbox. 
Email them to maryh@pl.net, 
or mail them to P.O. Box 8520, 
Symonds Street, Auckland.  
Please include your phone 
number. Unfortunately, Mary 
can’t answer all questions 
in Holm Truths, and cannot 
correspond directly with readers.

WHEN CAN THE KIDS DO WHAT?
Some banks will open a savings 
account in a child’s name 
from birth, although there’s 
considerable parental involvement.  
Other banks will open an account 
at 12 or 13.
 For term deposits, the  
situation is similar, a survey of 
major banks shows.
 Children can have a cheque 
account as young as 11, or a debit 
card as young as 10 – again with 
parental involvement – depending 
on the bank.  And most allow 
teens to use online banking.
 Some banks will give a credit 
card to a 15 or 16-year-old, as 
long as their parent is the main 
cardholder on the account and is 
responsible for all debts.
 At 18 – the age from which a 
contract can be enforced – a young 
person can get their own credit 
card account.
 Most banks charge low or 
no fees on children’s accounts. 
Check the interest rates, though. 
Sometimes they are lower than 

on some adult accounts, and your 
child may be better off using an 
account under your name despite 
the higher fees.
 Special features for children 
include free money boxes, 
passbooks to keep track of savings, 
and websites that include games 
for children.
 And, for older offspring, several 
banks have specific products for 
tertiary students or those taking 
their first job.
 Offerings – and the ages to 
which they apply – vary widely.  
You may want to check out not 
only what your own bank will do 
for your children, but also what 
competitors will do.
 What about shares?
 Children can own shares in 
their own name, but the contract 
must be signed by their parent 
or guardian and all instructions 
must come from that adult, say 
stockbrokers. At 18, the parental 
involvement can end. 
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 Also, by investing in funds that spread 
your money over lots of companies, you 
greatly reduce your risk. While some 
shares will perform badly, others will 
almost certainly do well. 
 And you can reduce risk even 
more if you promise yourself that 
you will leave the money in the share 
funds for at least 8 or 9 years, with 
the bulk of it staying there for more 
than 10 years.
 I can promise you there will be 
times, during those years, when 
the value of your investment drops 
sharply. That’s the nature of share 
investments.
 But if you remember your promise, 
and stay in for the long haul, you will 
almost certainly end up with more than 
if you kept to lower risk investments.  
That’s also the nature of shares. 
 You can further diversify, to reduce 
risk, by putting some of your money 
in an international share fund and 
some in a New Zealand fund. Half and 

half is a good idea.
  If you have access to a super scheme 
at work, that will probably include 
share funds that charge  lower fees 
than usual. If not, look for a low-fee 
fund. A good sharebroker or financial 
adviser can help you with that.
 The story is similar with bonds. 
These are rather like term deposits, 
in that they pay regular interest and 
mature on a certain date. 
 They are somewhat riskier than 
term deposits, but if you stick to 
high-quality bonds – again, a broker 
or adviser can help you choose – you 
should be fine.
 Just in case the highly unexpected 
happens, spread your money across 
say three $5,000 bonds.  Or, if you 
have access to a low-fee bond fund, 
you could use that.
 If you go with individual bonds, 
you might want to “ladder” the 
maturity dates in much the same way 
as with the term deposits.
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