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Financial security and achieving a comfortable retirement 
comes down to 9 simple steps that, if executed correctly, 
can lead to a long and happy relationship with money. 
Accepting that the earlier you start saving for retirement 
the better off you will be is the easy part of the process. 
Actually knuckling down and committing to a long-term 
plan is where many people fall short.

We believe that peace of mind is living each day knowing 
that you have a plan in place to meet your retirement or 
savings goals and being the master of money, and not the 
other way around. Unless a plan is formalised, whether it 
be in writing or discussed as a target point with your finan-
cial adviser, it can be tough to accomplish a financial goal 
of any type. Having a set goal is not the only concern, how-
ever, but deciding how you are going to reach that goal 
and sticking to the plan is what really counts.

Below are 9 basic steps that can help you accomplish your 
financial goals. Some may seem simple and you might 
brush off their importance, but I can assure you – getting 
the simple steps correct will make the journey to financial 
freedom so much easier in the long run.

1. Define Your Goals
This gets down to answering the question ‘What is my 
financial plan?’. You have to decide exactly what it is you 
need your finances to do, and what those strategies will 
need to accomplish. Once you establish goals, it will simply 
be a matter of creating a plan as to how you will get there.

For example, do you have children who will need to attend 
university one day? If so, you’ll have to save so you will 
have money available to make it happen. At what age do 
you hope to retire? That will help you to decide how much 
time you have to save, and then to establish how much 
you can save to meet that goal. Do you want to get com-
pletely out of debt? If so, will have to add up all of the debt 
you have, and determine how much you have available to 
pay toward it, and how much time it will take.

It is very important to keep goals realistic and achievable. 
The role of the financial adviser is to tell investors what 
they need to hear and not what they want to hear. Our 
role is to use all the levers at our disposal to help you 
achieve your financial goals.

Once you have your goals established, it will simply be a 
matter of working out the details as to how you will 
accomplish them. But you can’t do that until you have a 
solid plan, and that’s why creating one needs to be the first 
order of business.

2. Setting Up a Budget
There’s no getting around the fact that any type of finan-
cial planning is going to require creating surplus money in 
your finances. Whether your goal is to retire at a certain 
point in your life, or to pay off your debt, you will need 
extra money in order to make any such goal a reality.

This is why a budget is so important. A lot of people skip 
this step, and that’s the reason why they never accomplish 
any kind of meaningful financial goals.

A budget enables you to see exactly how much money you 
spend each month, compared to the amount of income 
that you earn. It will help you to see where you’re spending 
too much money, and where you might be able to make 
some cuts that will enable you to direct the money to 
where you want it to go.

JAMES FERREIRA, CFP ®
WEALTH MANAGER
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tifying necessary expenses. These are budget items that 

payments, insurance payments, and taxes. You can think 
of these as being non-negotiable expenses.

The next category can be important expenses, but those 
over which you have large degree of control. This can 
include groceries, utilities, and work or school related 
expenses. All are necessary, but you can cut these expens-
es at least to some degree.

The third category are pure discretionary expenses. This 
includes entertainment, holidays, and recreational shop-

-
sary. These are expenses you can eliminate completely, 
without threatening your survival.

Once you put your expenses in the proper categories, 

example, you can reduce your important expenses, but 
eliminate one or more of your discretionary expenses. 

have to make certain expense cuts for that to happen.

budget, the next order of business is to set up an emer-
gency fund. This step is often ignored in favour of other 
goals that seem to be more dramatic, yet it is entirely a 

An emergency fund is essentially a savings account that 
represents your liquid cash. The idea is to have it available 
when either an unexpected expense hits, or when there is 
an income disruption. That will not only enable you to 

to avoid borrowing money for the same purpose.

The general rule on an emergency fund is it should contain 

-
ing we have that facilitates this exact need. 

amount of cash, the next step will be to get out of debt. 
-

Once the smallest debt is paid, you target the next small-
est debt. You start small and get progressively larger with 

 

enable you to save a lot more money for retirement, and 
for everything else.

important step in saving for retirement is to get started. If 
you have not done so already, start contributing to a plan 

-
cial situation overall. Once you have that going, your goal 
should be to increase your contribution level each year.

You can do this by directing future pay increases into your 
retirement contribution. You can also redirect debt 
payments into retirement, once those debts have been 

your retirement plan, such as income tax refunds and 
bonuses.

somewhere between an emergency fund and a retirement 

You can also consider saving money for the purchase of a 
new car (so you can buy it without going into debt), or for 
updating certain components in your home, such as your 
roof or doing general repair and maintenance work.

The purpose of saving for intermediate goals is obviously 
so you will have money available for major expenses that 

merry-go-round so many people get stuck on and have a 

strategy, and that involves saving up money for what you 
know is coming in the not-too-distant future.

-

of insurance. There are various types of insurance bene-

insurance, disability cover, critical illness cover, income 
replacement and business insurance if you are self-em-
ployed.

-
cial assets, you understand what a critical part of your 

income and reach your retirement goals or may require 
you to dip into your retirement funding to cover short 
term expenses which might set you back to a stage you 

protects you as well as your retirement and saving goals.

FINANCIAL PLANNING BASICS IN 9 STEPS | NEUROECONOMICS : THE NEXT FRONTIER
FOR EXPLAINING HUMAN BEHAVIOUR | THE DARKEST HOUR IS JUST BEFORE THE DAWN
 

    

FINANCIAL PLANNING BASICS IN 9 STEPS | THE DARKEST HOUR IS ALWAYS BEFORE THE 
DAWN            | NEUROECONOMICS : THE NEXT FRONTIER 
FOR EXPLAINING HUMAN BEHAVIOUR



3

LONG-TERM VIEW OF THE RAND | HOW TIMES HAVE CHANGED | RATING AGENCIES DOWNGRADE
IN THIS EDITION:IN THIS EDITION:

need to make provisions for what will happen to your 

and set up a will that will distribute your estate according 
to your wishes. You can set it up one way now and make 

sense of peace upon completing your will. That peace will 
come from the fact you know you have done the best you 
can take care of your loved ones after your death.
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property and equities, as evidenced in the following 
performance graph, many investors are questioning why 
they should not simply cut their losses and switch to cash. 
Investor anxiety was further exacerbated following the 
worst December for US equities (down more than 9%) 
since the Great Depression!

Factors contributing to these disappointing market 
returns included: 
 • Rising US interest rates, resulting in both reduced liquidi-
ty and a higher discount rate, thereby reducing the pres-

President Trump seemingly intent on sparking a trade 
war. 
 •   In South Africa, while we got a new president, a mild 
recession dampened the Ramaphoria-rally. 
 • Domestic interest rates were cut in March 2018 only to 
be raised again in November. 

the Resilient group of companies shaking the foundation 
of the property market, Tencent dragging Naspers down, 
Tiger Brands and its polony-induced crisis, and tobacco 
stocks going up in smoke.

 

Paul Hutchinson, Sales Manager
Investec Asset Management
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So, while commentators may inform us that we are only 

since 1965.

14.6% is far more tepid than previous bull markets, with 
much of this return front-end loaded. In fact, South 
African equities have mostly drifted sideways over the 

Figure 3: SA equities have been rangebound for almost 5 year

s

performance, coupled with positive earnings growth from 
many companies has made our equity market (and global 
markets for that matter) more reasonably priced, as is 
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Remembering that “the return you get depends on the 
-

its interest rate hiking cycle, having previously telegraphed 
several 25 basis points rate hikes in 2019, and reset expec-

dollar and reinvigorated emerging market assets. 
 • Donald Trump has toned down his trade war rhetoric 
(perhaps with an eye on the upcoming US elections and 
his desire to serve a second term) and hinted at a reconcil-
iation with China. 

non-existent, suggesting that the November 2018 rate 
hike is likely to be the only hike in this rising interest rate 
cycle, the obvious risks to this view being a depreciating 
rand and a rising oil price. 

positive for South African bonds, which are currently yield-
ing a real return of approximately 4%, making them an 

-
folios, particularly as there is scope for interest rates to 
fall. However, investors cannot be ignorant of potential 
risks, which include slowing global growth, rising recession 
risk in the US, a hard Brexit (and Corbyn-led UK govern-
ment), populist policies and, closer to home, Eskom and 

broadly understood by most market participants and 

So, while cash has been the best place to hide over the 
past three years, in a stable or even falling interest rate 
environment it is unlikely to deliver the after-tax real 

best served by a broadbased multi-asset fund such as the 
Investec Opportunity Fund, where the fund manager can 
exploit all the levers -
tion-beating returns over the long-term. In fact, in a recent 
interview in Taking Stock2, Clyde Rossouw, portfolio man-
ager of the Investec Opportunity Fund, encourages 
long-term investors not to become despondent. He goes 
on to say: “I know we have had three years of very muted 
returns and investors may be tempted to turn to cash. We 
believe it is a good time to sow the seeds for future returns 
from growth assets.” 

.

One naturally wants to be invested in equities only when it 

when it feels comfortable. Stay invested in quality compa-
nies that will grow their earnings over time, allocate capital 
smartly and earn a high return on the capital that they 

-
ment has become more favourable to pursue attractive 
real returns over the long term. To summarise: we still like 

So, from an asset allocation perspective, we have identi-
-

several years of disappointing negative real returns from 
most growth asset classes we are closer to the dawn. 
While it may not quite be 5am, it is clearly no longer 8pm!
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The amygdala plays a key role in primary emotions such as 
fear and pleasure.
Anxiety, autism, depression, narcolepsy, post-traumatic 

to abnormal functioning of the amygdala.  It is the amyg-

a sudden event or trauma. When investors panic as the 
market drops, the amygdala is probably responsible.

market trough is traumatic to the investor and the amyg-
dala says sell when in fact you should be buying.

NANCY BOWRING
WEALTH MANAGER
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We hope you have enjoyed the series that takes an alter-
native look into investment behaviours.

All credit to Michael M. Pompian CFA, CFP – Author of Behav-
ioural Finance & Wealth Management.

The pre-frontal cortex of the brain is involved in planning 
complex cognitive behaviours, as well as in social behav-
iour and the expression of personality.  It can be consid-

decision making.

One of the important implications, with regard to the 
prefrontal cortex, is that if any damage occurs to this area 
of the brain, through accidents or natural aging process. 
People display traits of less premeditated thinking and are 
not as competent at long-range planning. 

We as advisors need to be aware of this fact when helping 
elderly people. 

This discussion encompasses two organs:

        1. The  nucleus accumbens is  a collection of neurons 
located behind your eyes and  are responsible for reward, 
pleasure and addictive behaviours.
        2. The anterior cingulate plays a role in a wide variety 
of autonomic functions, such as heart rate and blood pres-
sure, and is vital to cognitive functions, such as reward 
anticipation and decision making. 

patterns and choose between alternatives. When activity 
happens around you, these two organs “light up” and 
begin to search for patterns in your environment. 

The implication for investors is that it may convince the 
cerebral cortex that a pattern exists when in fact there is 
no pattern.   When a brain sees a pattern - for example - 
“This company has surpassed its earnings forecasts three 

this pattern will continue into the future.   Without proper 
objective thinking, investors falling into this trap will get 
burned when an earnings shortfall inevitably occurs.

This brain behaviour may explain why value stocks, whose 
earnings rarely conform to any pattern, perform well over 
the long term.  This is because people are less likely to 
perceive pattens in companies that have inconsistent 
earnings, and they may not be as quick to pick up on these 
companies as good investments. 

Pattern seeking is deeply wired by eons of evolution, and 

can make sure to base your decision making only on those 
trends that you have
Rationally distinguished through diligent research (not 
rules of thumb or intuition).

That is why, we as advisors, use the services of fund man-
agers who use people and systems that do exhaustive 
analysis and who are sure to base their decisions on good, 
time- tried investment principles rather than “gut feel”. 
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