n the past, banks were

the safest places for our

cash, even if the interest

they paid was modest.

We left it there and got
on with our lives.

Not any more. People are
fearful of banks, fearful of
currency risks, fearful that
the era when deposits were
safe is over. Now the risks
associated with deposits
need to be carefully
assessed just like other
asset classes such as
equities and commodities.

In this new world, our
attitude to how we manage
cash has to change.
Financial security can no
longer be guaranteed by
managing cash passively,
expecting it to be waiting for
us when we finally decide to
checkinonit.

In thepresent ,
atmosphere of |nsecunty.
however, there is a danger
of over-reacting. Every
action we take carries some
risk. The key is to manage
your cash actively, to
diversify and thus spread
your risk —nottoact
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onimpulse, instinct or panic.
Depositors need to

_educate themselves on the

various banks in Ireland and

elsewhere, who owns them
and what the|r credut ratmgs %

f,orward looking opmions i
about credit risk and the
ability of each bank to meet
its financial obligations.
There is normally adirect
correlation betweenrisk
and investment return. .The
key issue is to try to achleve
a healthy blend of bo
Savers should ensure tﬂéy
are being compensated

People thmklm

switching from the e
foreign currency ne
understand the
potential costs. Fore
~exchange marketsare
 volatile. A large percentage
-of the daily movement in
exchange rates globally
arises from speculation by

~ banks, hedge funds and
_individuals, all btetﬁng in
the hope of making money
Ithas less to do with the
requirements of importers
~and exporters for fgrexgn

* exchange, making it very

~ difficult to predict whether

adequatelyforthe amount  any currency will appréclate

' Standard & Poor’s t:redit rating

sider the credit roting
Treland toc

oL depmqatewer time.

Peopleneedto

. understand that if they

switch their euros into other
currencies they may have

a foreign exchange loss or

- gain when they convert

* them back. Avoid the
‘temptation to rush into

sterling just because you
‘are familiar with the British
currency — take your time
and seek ad\ﬂéh about how




