
FINANCE MATTERS
-By Peter Hewett

Accountancy - SA
1. Where should you be investing your money now for the highest returns?

Your investment time horizon plays a critical role in the construction of an optimal portfolio. 
Taking account of our current view within the Efficient Select Investment Committee, a 
short time horizon of around three years would be weighted towards fixed income and 
listed property with a minimal allocation to equities.  As your time horizon expands, so your 
allocation to equities would increase. The highest returns are usually coupled with the most 
volatility (risk). Depending on your time horizon and risk appetite, we believe offshore equities 
offer the most value at this time.  

2. What are the components of an optimum investment portfolio for bigger
earners?

Diversification is critical. A multi-asset approach that not only diversifies across asset classes, 
but also across asset managers and geographies, is the most effective long-term strategy. 
The investment portfolio would need to include allocations to compulsory investments to 
maximize the utilization of tax incentives and discretionary investments to maximize planning 
flexibility. The most appropriate investment vehicles, in terms of hedge structures, retirement 
annuity structures, endowment structures, guaranteed structures and the like, would be 
dependent on every individual client’s specific financial circumstances but must be compiled 
taking account of income tax, capital gains tax and estate duties as different structures have 
very significant benefits and risks and the ultimate returns on an investment portfolio will be 
meaningfully impacted by the manner in which the portfolio is structured.    
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3. What tips do you have on maximizing your investments?

• Appoint an appropriately qualified and accredited financial advisor – look out for an advisor 
carrying the CFP designation – and then put a long term financial plan in place that ensures 
that you meet your objectives. This plan needs to be reviewed on an ongoing basis, at least 
annually. 

• Ensure that your financial plan caters for emergency funds, medium term (lower volatility) 
investments and longer term (primarily equity based) investments and that the allocation 
of your assets to these pools is adjusted periodically to take account of your specific needs, 
risk appetite and financial circumstances.

• Diversify your investment portfolio as indicated above and ensure that it is structured for 
maximum tax and cost efficiency.

• Understand your objectives and follow a disciplined approach to your investments (i.e. stay 
the course). 

4. What are the pitfalls investors need to look out for in the current market?

Financial markets have been trading at all-time highs with some assets trading at hefty 
premiums to their fair value. To ensure superior long-term returns and to guard against 
permanent capital losses one needs to invest at an attractive valuation. At Efficient we focus 
on quality investing which ensures we don’t buy what’s cheap but rather what’s of a high 
quality at an attractive price.

It is critical to ensure that you have an investment structure that is designed to accommodate 
your risk appetite and to understand that components of your investment portfolio are going 
to be exposed to high volatility – this is the age old risk / return trade off.

One of the key pitfalls to avoid at this stage are “get rich quick” schemes in terms of which 
un-market-related returns are promised by product providers and / or products that are not 
regulated. 

5. Is property still a must for any investment portfolio?

A multi-asset approach to investing as described above would always include some allocation 
to property. Property returns are subject to a myriad of external factors and are therefore 
by nature relatively volatile over shorter periods of time but over the longer-term, property 
returns remain attractive. 

6. What are the best ways to invest in property in the current economy?

Depending on the liquidity need and the size of the investment one could opt to buy property 
directly (less liquidity, high transaction costs and more direct involvement) or one could 
purchase listed property which is more liquid and diversified. Listed property ensures reduced 
risk over time due to the regulatory framework governing the sector and also enables an 
investor flexibility in terms of the type of exposure preferred, such as retail, commercial, 
industrial or a combination thereof.

7. Where in Africa would you invest now and why?

There are numerous investment opportunities across the African continent ranging from fixed 
income, listed equities or even private equity. African countries and regions range in terms of 
attractiveness and are aligned to different themes such as being rich in minerals, urbanization, 
infrastructure spend and numerous other themes. Investing in Africa like any investment 
requires an in-depth understanding of where your money is being invested and what the risk 
return payoff looks like.  Again, we would favor a balanced approach.

Investing through funds such as the Efficient BCI Worldwide Flexible Income Fund and the 
Efficient BCI Worldwide Flexible Fund would provide exposure at varying levels to African and 
other international markets.  
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8. How would you best invest R1 million?

After making provision for an emergency fund of around three months earnings, and assuming 
that I have a longer-term investment time horizen, I would invest approximately 70% of my 
portfolio in global equities (including some high quality SA equities) with the balance invested 
in domestic fixed income and property. The legal structure within which the investment is 
placed (endowment, Retirement Annuity etc.) would depend on my tax situation and the 
investment vehicle (direct equity portfolio, unit trusts etc.) would depend on the amount of 
time I wanted to allocate to managing the investment, my risk profile and the costs of the 
various alternatives.   


