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I recently reviewed surveys that researched the 
average time budget; essentially, what do we do with 
our time?  We sleep roughly 7 to 8 hours a day – that is 
a 1/3 of 24 hours.  The other 1/3 or more we spend at 
work, which leaves us with very little time for family and 
leisure activities during the week.  Consequently over a 
weekend we indulge in our hobbies, family and friends, 
entertainment, sport, shopping etc. (all those activities 
that will make us “happy”).  It seems as if our consumer 
lifestyle has robbed us of personal time and our budget.   
 

So how much time do we actually set aside to think, or 
plan our life?  From the surveys it is apparent that when 
it comes to personal finances, very little time is spent on 
weighing alternatives and costs.  Even leading up to 
retirement this process of continual planning and review 
has been neglected and often left until too late.  Think 
about the last time you made a significant purchase 
such as a home, vehicle or appliance.  What research 
went into that purchase to determine the perceived 
“optimal” outcome?  Or, was it purely an emotional 
decision without much thought?  With finances there 
seems to be many important criteria such as trust, 

confidentiality, 
credibility etc., 
but how do we 
make financial 
decisions and 
do we spend 
enough time 

planning?  
Could we be 

financially 
independent 

with a series of 
random 

decisions? 
 

What are the elements to a thorough plan? 
Harvey Mackay, an American businessman and 
columnist once said: “If you fail to plan, you plan to fail...  
life is too short to wake up with regrets”.  If you work 
through any sound personal financial plan, there are 
three basic elements to it: 
1. Accumulated capital, or your potential to generate 

future income 
2. A chosen lifestyle, or expense pattern; i.e. living 

expenses; how often we replace cars, annual 
holidays and so on… 

3. An assumption of inflation that is being reviewed – 
everything gets more expensive.  If your assets’ 
growth doesn’t beat inflation, you are not staying 
ahead 

We plan apposed to predict.  Any plan and underlying 
investment strategies should be reviewed pro-actively; 
hence we try to avoid re-active decision-making. 
 

A few questions you might ask yourself: 

• Do I have a personalised plan and is it being 
reviewed from time to time? 

• What process is being followed and is this process 
supported by sound research and principles?   

• Which product or instrument is applicable to suit 
my personal goals? 

A few reasons to have a plan might be: 

• Education:  Depending on your specific needs, 
calculations show that tuition fees for two children 
from pre-school to tertiary education will amount to 
roughly R1.3m in today’s money; i.e. current 
purchasing power  

• Taxation:  In many cases, retirement funds (as the 
only source) aren’t enough to fund retirement years.  
This is due to income tax on annuity withdrawals 

• Medical Aid:  Medical costs tend to escalate at a 
higher rate than inflation and special care towards 
the latter years is a significant expense 

• Life Expectancy:  Global life expectancy keeps on 
rising.  Are we going to outlive our capital we 
accumulated?  More people are reaching 100.  In 
the developed world the aging population is a huge 
concern as the declining work force (younger 
generation) would be unable to fill the government 
coffers 

• Housing and frail care:  Retirees hoping to “down-
scale” to unlock capital are often surprised to find 
that they are charged a premium in a community 
with security and other services 

• Balance:  Finding a balance between your wealth 
and well-being; i.e. to save and enjoy your savings 

 
 

Do-It-Yourself-Planning 
This is certainly an option and could be a very 
rewarding hobby; however, there are a few common 
mistakes we all make: 

• Under estimating our risks such as institutional risk 
(loosing all our money due to fraud or bankruptcy), 
currency and exchange rates, liquidity 
requirements, inflationary and investment volatility 
risk.  We tend to focus too much on returns 
apposed to our goals 

• Lack of appropriate diversification.  How much 
should I invest in local or offshore markets?  Should 
I invest all my money in property?  If the bulk of my 
funds are in cash and fixed interest instruments, will 
I be able to sustain my lifestyle? 

• Access to fundamental research and the 
evaluation of legislation which may change over 
time 

• We sometimes fail to pick a strategy and stick to it.  
By changing our approach and without a solid plan 
we cannot steer through crises such as 2008.  A 
long-term plan helps us to focus and stay on track 
through troubled times 

• We all have personal biases and tend to be 
overconfident in areas where we are not experts.  
Getting a second and even a third professional 
opinion, is always prudent 

 

At Afrafin we prefer to engage with our clients to 
navigate (together) and unravel the financial maze.  
This partnership with clients builds confidence in their 
own ability and understanding. By empowering our 
clients we find that we instil the required financial peace 
of mind.  We are not arguing against D-I-Y.  What we 
do point out however is an awareness of some of the 
pitfalls and missing out on value-adding insights.  Not 
focussing enough on these points, could lead to a 
series of unwanted trials and errors. 


