
FINANCE MATTERS
-By Peter Hewett

Top 10 Tips to invest wisely in 2015
The investment environment is complex and is also unfortunately “littered” with the ruins of 
mismanaged retirement dreams and lost opportunities. Navigating this environment is often 
a daunting task that overwhelms even the most composed individuals, but by appointing a 
professional CFP accredited financial advisor, applying rational judgement and implementing a 
determined strategy, you can ensure that your goals and dreams are ultimately realised.
Below are some important cornerstones to an investment strategy that will set you on the right 
path to achieving your full wealth potential over time:

1. Have a comprehensive plan
Words are easily spoken and quickly forgotten unless you take the time to sit down, assess your
financial position in relation to your financial objectives and document an appropriately structured
financial and investment plan. This process will be significantly enhanced with the assistance of
an appropriately qualified financial advisor who will assist is the compilation of a comprehensive
financial needs analysis. This needs analysis should provide a concise view of your financial position
in the event of your death or disability and should enable you to clearly understand your likely
financial standing, in today’s terms, on retirement. Financial advisory practices have vastly differing
value propositions and fee models and it is therefore worth investigating the offerings of practices
that are recognised as Professional Financial Planning Practices by the Financial Planning Institute
of South Africa on www.fpi.co.za.

2. ¬Know your limits
“Budgeting” is a concept that is frequently neglected when assessing investment alternatives and
needs but effective budgeting is critical because it enables you to accurately assess your savings
and investment capacity. This in turn ensures that you do not overextend your monthly cash flow
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by making commitments that you cannot maintain. This is also a great opportunity to identify 
those financial gremlins that eat away at your hard earned cash.

3.   Plan for the unexpected
Establishing an emergency fund will allow you to effectively weather the storm “when life 
happens” thus enabling you to avoid those debt traps like credit card facilities and retail 
credit facilities that are frequently offered at excessive interest rates. An emergency fund 
should equate to around three times your monthly net income and once utilised to cover an 
unexpected expense, should be replenished as soon as is reasonably possible thereafter.  

4.   Lose the debt
Many an individual has been enticed by the allure of the easily obtainable in store credit card, 
vehicle finance facility or other short-term debt facilities only to find themselves overwhelmed 
by the bills piling up with exorbitant credit charges being added each month. These short-
term debts often also attract very high interest rates. Allocating any spare cash flow to the 
settlement of these debts will go a long way to “freeing-up” cash flow that can be allocated to 
ensuring an optimal short, medium and long-term investment strategy. 

5.   Optimise your tax structure
There are a number of tax efficient investment vehicles such as retirement annuities, pension 
and provident funds that offer significant tax benefits. By optimising the use of these products 
you will effectively get the tax man to contribute to your retirement. These investments 
are also exempt from capital gains tax and estate duty. Utilising endowment structures also 
provides tax benefits for individuals with high marginal tax rates. Building an asset base that is 
made up of an appropriate mix of compulsory (retirement funding) and discretionary funds is 
critical in ensuring the ability to do effective income and tax structuring on retirement. 

6. Own your residence
Property ownership is a scary prospect when taking account of the higher cost that you 
initially carry when you buy a property compared to renting. Owning your residence however 
ensures that your cost is a contribution to a valuable future asset as opposed to a pure 
lifestyle expense that provides no return at all. 

7.   Choose the Mazda over the Mercedes
You often hear that it is not what you earn, but what you spend that determines your 
perceived wealth and this is all too apparent in today’s consumer driven economy where it 
is much easier to look wealthy than it is to become wealthy. Avoiding “keeping up with the 
Jones’” and limiting one’s “image based” expenditure is the easiest way to increase your 
disposable income and to create long-term wealth through investment.

8.   Honestly assess your tolerance for risk
Knowing what type of investor you are and what level of risk you are able to tolerate is critical 
to ensuring the correct selection of investment instruments and product structures that make 
up your overall financial plan. Incorrect assessment of your risk tolerance will expose you to 
inappropriate volatility levels that may result in irrational behaviour, such as switching in and 
out of investment vehicles and products due to fear or greed – this is a sure way to destroy 
value.  

9.   Avoid opportunities that look too good to be true
There are a wide range of investment vehicles to choose from and many of these investments 
are marketed through high profile campaigns making them seem very credible. Beware 
however of the promise of returns that are significantly higher than those offered by 
large established institutions. Furthermore, beware of products that purport to offer high 
guaranteed returns as the guarantee is only as strong as the party or entity that stands as 
guarantor. Seek professional advice and assistance before allocating your hard earned money 
to any investment that could end up being the latest investment scam.

10.   Appoint a coach
Taking account of all of the points made above as well as the complexity of the ever changing 
financial services market, the best investment that any individual can make is to appoint a 
professional, Financial Planning Institute accredited, financial advisor to provide ongoing 
support and management of your financial affairs. It could mean the difference between a 
cash-strapped and a comfortable retirement. 
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