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FOREWORD

Wealth is created by your own actions. There 
are of course the exceptions where you’ve 
inherited your wealth or maybe you’re 

a lucky lottery winner. But by and large, you are the 
creator of your wealth. Your actions or inactions are 
and will be the root cause of your wealth.  

At a principle level, wealth is a function of what you 
earn, what you spend and what you do with the 
difference that is left over. As financial advisers, we’ve 
seen a lot of clients be very successful in creating 
wealth over their lifetime. But unfortunately, we have 
also observed many more make fatal mistakes which 
simply destroys wealth. 

Making money decisions is both a science and an art. 
The science of money decisions rests on having basic 
financial literacy and knowledge to distil right from 
wrong when dealing with your money. Everyone knows 
that saving money and not spending everything we 
have is the right thing to do. That’s basic financial 
literacy. However, it is an art to get the basics right 
and make good decisions, all the time, every time, 
without failure. Not being able to execute fully in the 
art of making good money decisions is what we refer 
to as a ‘money sin’. A simple transgression against a 
basic wealth creation principle. 

Money Sins may not appear to be wrong at face 
value, but it’s often the consequence of the action 
that you’ve taken, that will more than likely result in 
an outcome that will destroy your efforts at wealth 
creation. Money Sins are simply abuses or excessive 
versions of our natural state of being as humans. Pride, 
greed, lust, envy, gluttony, wrath and sloth are the 
human behaviours and habits that feed your decisions 
that lead to actions which can be destructive in 
creating wealth. 

This e-book is a collection of a few real-life stories, 
a couple of wealth creation principles and a wealth 
of shared experience from BDO Wealth Advisers on 
how sinful money actions can destroy wealth. Our 
role as Financial Planner is to act as your coach to 
get you into action for your wealth creation plan, but 
also to be your conscience in preventing you from 
committing a deadly money sin. No go out there and 
make good money decisions! 

Regards,

Ricardo Teixeira 
Chief Operating Officer, BDO Wealth Advisers
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#1: PRIDE ARE YOU PROUD ENOUGH TO TAKE ADVICE? 

DEEP DOWN, YOU JUST KNOW THAT THIS IS A 
TERRIBLE DECISION. YOU REACH OUT AND PICK 
UP THE PEN TO SIGN THE LOAN APPLICATION. 
THIS WILL GIVE YOU THE BREATHER YOU NEED TO 
COVER YOUR COMMITMENTS AND EXPENSES FOR 
THE NEXT FEW MONTHS BEFORE “EVERYTHING 
GOES BACK TO NORMAL” YOU HOPE.  BUT YOU 
KNOW THIS IS A TERRIBLE DECISION BECAUSE 
THERE IS THIS GNAWING FEELING THAT 
REMINDS YOU THAT CAN’T AFFORD THE LOAN 
REPAYMENTS, BUT WHAT DO YOU DO? … YOU 
PUT ON A BRAVE FACE, SIGN THE FORMS AND 
HOPE FOR THE BEST. 

It’s so difficult to swallow your pride and admit that 
you need help. It’s easier to pretend that everything’s 
okay and that you have this under control. But the 
reality is that the gnawing feeling you had was right. 
You should have never made the call to accept another 
loan. 

It’s perfectly natural to suffer from money pride. We 
are human after all. Who would want to admit that 
they don’t know how to make good money decisions, 
or the ins and outs of savings, loans and investments, 
or even how to balance a budget? Better to just keep 
guessing, making mistakes, and losing money than 
admit you need help, right? 

When it comes to making money decisions, pride can 
get in the way and be the sledge hammer to your 
financial security and wealth creation. 

• You can spend more than you should on things you 
don’t really need - clothes, cars, jewelry, where you 
eat out, where you shop or even what holidays you 
take. 

• You will take on more debt that you can afford. 

• Pride will most certainly hold you back from asking 
for help when you need it. Who talks about money 
problems anyway? That’s way too shameful … 

• And you’re just too proud to admit that you’ve 
made a mistake the first-time round, so you’ll 
continue to throw good money after bad by doing 
it all over again.

Logically and rationally, you would never intentionally 
want to do these things because they are self-
destructive behaviours and most certainly all have dire 
consequences on personal wealth. 

By Ricardo Teixeira, Certified Financial Planner®  Professional  

Pride (Latin: superbia) is considered, 
on almost every list, the original and 

most serious of the seven deadly sins. 
It is also thought to be the source of 
the other capital sins. Also known as 
hubris (from ancient Greek ὕβρις), or 
futility, it is identified as dangerously 

corrupt selfishness, the putting of one’s 
own desires, urges, wants, and whims 

before the welfare of other people.

John Gay states that “By ignorance 
is pride increased; They most assume 

who know the least.”
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WHAT’S THE SOLUTION THEN?

We can’t control our pride on our own. It’s a hard 
wired and emotional behaviour that exits within our 
being. If we could, it would not be a deadly sin after 
all. So when you’re faced with an enemy that you can’t 
overcome, you call in the troops. Getting outside help 
is your best bet. Having someone trustworthy being 
your conscience who will double check your decisions 
before you commit, is a great starting point to rein in 
potentially destructive pride. 

Having a Financial Adviser on your team who you can 
lean on for rational support and who you can trust 
to test the logic of money decisions before you make 
them is your best bet. There is no shame in admitting 
that you need help. Talking about money is not easy. 
It’s definitely not something that we do truthfully with 
family and friends. However, it’s a lot safer exposing 
our vulnerabilities and fears to a professional adviser 
who is independent and who will be objective in their 
advice. 

All you need to control money pride is a professional 
advisor that will prevent you from making the big 
mistakes. Go ahead now, follow that gnawing feeling 
and ask for advice. 

“Putting on false 
pretenses and 

pretending you know 
what you’re doing will 

only lead to wealth 
destruction. Swallow 

your pride and take 
advice on your money 

decisions.” 
 wikipedia.org

PLAY CLIP  

http://newsletters.bdo.co.za/mailers/Wealth/2019/Wealth%20ebook/Pride.mp4
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PRIDE IN TALKING ABOUT MONEY

It is natural to want to avoid the ‘Money Talk’ with 
one’s partner, children, parent or even one’s employer. 
One feels a failure to have to confess to not having 
managed one’s financial affairs correctly. 

There are many reasons for feeling this way. Firstly, 
none of us like to ask for help with anything, we are 
just too proud.

Secondly, we feel we are a disappointment to 
ourselves, our families and our employer if we don’t 
have enough money. We are reluctant to face up to 
the fact that we have made poor investments or even 
been the victim of a scam. You may remember the 
collapse of Masterbond in the 1990s. There were at 
least 16 recorded suicides of retirees who lost their 
savings when Masterbond collapsed.

Masterbond was an investment company which 
emerged in the 1980s. They promised investors high 
interest rates and claimed that they were registered 
with the Reserve Bank.  They collapsed owing over  
R 650 million to 22 000 investors, most of whom we 
pensioners and not wealthy people. A commission of 
enquiry found a litany of fraud – non-existent shares, 
non-existent land, fictitious share block schemes and 
fraud and abuse by directors. 

One can only imagine the despair of these retirees 
who felt that suicide was the only solution. And one 
can only imagine the anguish of their families, who 
have to live with the fact that their parents did not 
feel that they could ask for help.

We are also disinclined to confess to those who 
are relying on us, that we have failed to save for 
retirement or even a planned family holiday or a new 
car. Rather than confront that disappointment, the 
person goes into debt using credit cards or pay day 
loans. This only exacerbates the situation.  

I have noticed a new situation occurring. This is where 
a person goes into denial on a medical condition as 
they do not have sufficient medical aid in place.  This 
person would then not seek medical attention, until it 
is just too late. They want to avoid criticism from their 
family for not having medical cover. At this point, all 
energy is focussed on the medical treatment and not 
on the financial delinquency that has occurred. Don’t 
let your pride stand in the way of obtaining prompt 
medical attention.

By Lisa Griffiths, Financial Planner

WATCH  
LET’S GET HONEST ABOUT 

OUR MONEY PROBLEMS 
TED | ideas worth spreading

Finally, there is the cultural issue. It was considered impolite 
to discuss money or one’s financial situation. If one ran 
into debt or had a bounced cheque the only solution was 
to leave town and start afresh where one’s previous deeds 
were unknown!

Don’t brush financial problems under the carpet. It is false 
pride. Remember a problem shared is a problem halved. 
Communicate with your loved ones and obtain the 
assistance of a qualified financial professional.

https://www.ted.com/talks/tammy_lally_let_s_get_honest_about_our_money_problems?language=en
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#2: GREED HOW GREED CAN ROB YOU

I mean, you just stick all your money in stocks and go 
home and don’t look at your portfolio; you’ll do far 
better than if you try to trade it.”

When is the right time to move investments into 
cash? It is a question financial advisers must answer 
often, especially during times of market turmoil. The 
short answer is never.  

Greed is often the emotion that takes over when we 
want more, or we do not want to lose out, it forces us 
to make decisions based on fear, and the flight or fight 
response, rather than on logic.

Let me tell you a cautionary tale about Steve. 

By Andries Kotzee, Chief Investment Officer, Celerity Investments

Greed is an inordinate desire to 
acquire or possess more than one 
needs, especially with respect to 

material wealth.

GREED DESTROYS WEALTH BECAUSE IT IS AN 
IRRATIONAL NEED FOR MORE FOR YOURSELF. 
THIS MEANS THAT YOU WILL NEVER ‘HAVE 
ENOUGH’, ALWAYS BE UNSATISFIED WITH WHAT 
YOU DO HAVE AND MAKE YOU ACT OUT OF A 
WANT FOR MORE RATHER THAN A RATIONAL 
‘NEED’.

IN ORDER TO COMBAT GREED, WE MUST HAVE 
LIBERALITY – THAT MEANS KEEPING AN OPEN 
MIND AND BEING GENEROUS. GENEROUS 
DOESN’T MEAN HANDING MONEY OUT TO 
PEOPLE, BUT RATHER BEING GENEROUS IN WHAT 
YOU THINK YOU ‘WANT VS WHAT YOU NEED’.  
LIBERAL AND GENEROUS WITH YOUR MIND 
WHEN IT COMES TO HAVING AND SPENDING 
MONEY. 

What is GREED? It is a noun that means an intense 
and selfish desire for something, especially wealth, 
power, or food.

Alan Greenspan, long-time chairman of the United 
States Federal Reserve once said, “It strikes me that if 
you did nothing else, you never sell. That is, if you can 
grit your teeth through and just disregard short-term 
declines in the market, or even long-term declines in 
the market, you will come out well. 

WATCH  
STAY INVESTED – BE LIKE 

STEVE! 
CELERITY INVESTMENTS

https://www.youtube.com/watch?v=XdvC1reDEkA


HOW DOES GREED 
LINK TO FEAR? 

For many of us, taking about wealth represents our 
deepest fear. Talking and thinking about money 
conjures up feelings of fear of: 

• not having enough,

• losing all my wealth, 

• not understanding money  

• not doing enough to grow my wealth

• how others see me because of money. 

‘I am funding part of my parents’ retirement income; 
I want to make sure that I am financially independent 
in my retirement and that I am taking the right steps 
towards this’

‘We know that we should be saving but how much and 
how do we invest’? 

‘Will my money last or will I run out of money?’

The above are just some of the comments I hear from 
my clients that stem from their feelings of fear. 

By Desiree Raghubir, Certified Financial 
Planner ® Professional
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PLAY CLIP  

http://newsletters.bdo.co.za/mailers/Wealth/2019/Wealth%20ebook/Greed.mp4
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It is this feeling of fear that often lead people to 
having their first discussion with a financial planner. 
So, whereas in the past where budgeting, saving and 
discovering their long-term financial goals seemed 
boring and unimportant, the fear of not doing 
anything about their financial affairs has actually got 
people to start an investment plan. 

But from this fear around wealth and money comes 
greed. 

Everyone wants to accumulate most wealth in the 
shortest period, and we want to see our investments 
continuously growing. When putting together an 
investment plan we are told that markets move in 
cycles therefore we will not get returns in a straight 
line.  

We understand that there will be times when the 
markets drop off, our investment plan is not yielding 
the desired return or any return at the time, and that 
that the market will turn. 

Are we prepared for when this actually happens, 
emotionally prepared?  Or are you tempted by the 
highest investment return to justify your greed more?

Our feelings of fear and greed take over and we find 
ourselves making decisions on how we feel instead of 
what we know.  

During a difficult market cycle, I often get asked as a 
financial planner whether we should be switching to 
cash and bonds just to protect the investment and we 
can enter the market again as soon as it recovers.

Investors go from feelings of being anxious, to feelings 
of desperation and fear. There is a feeling that you as 
an investor or your financial planner should be doing 
something, acting to not miss an opportunity or may a 
mistake.

We all know that you buy investments at a lower 
price, when it is cheap and sell at a higher price, it 
seems very simple but in practise, we do the opposite. 

Our fear forces us to sell out of the market when 
prices are cheap, and our greed pushes us back into the 
market at higher prices. These two feelings of fear and 
greed make us repeat this cycle. 

Your investment plan was put together taking your 
long-term goals and aspirations into account and with 
a clear mind, emotions aside. 

You may not be able to completely remove the 
feelings of fear and greed when it comes to your 
investment portfolio, they are hard wired behaviours. 
What you can do is default to your financial planner as 
your voice of reason to keep these emotions in check.

“There is a caveat though. 
If an investor does not have 
a requirement to retain the 
purchasing power of their 
capital and cannot stomach 
any losses, cash may be a 
useful parking bay. There 
are, however, not many 
such investors around.” 
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#3: LUST
LIVING THAT INSTAGRAM LIFE: 
MATERIAL OBSESSIONS

The definition of lust is, ‘a strong desire.’ I recently 
hosted an impromptu dinner at my place, with a few 
of my girlfriends. We were all dreadfully tired from 
our nine-to-five’s, but we had some cheap wine, the 
takeout was basic, the fireplace provided enough 
warmth and we watched a movie that received 
millions of #MustWatch. 

My friend posted a picture on social media of the wine 
glass with the fireplace as a backdrop, it looked like 
something out of a brochure in first class. The second 
picture posted was of the platters we had at a previous 
movie night, with the caption ‘living my best life’. 

By Zanele Kunene, Certified Financial Planner® Professional

Lust, or lechery (Latin: luxuria 
(carnal)), is a desire in general; thus, 

lust for money, power, and other 
things are sinful.  Lust, if not managed 

properly, can subvert propriety.

GERMAN PHILOSOPHER SCHOPENHAUER 
WROTE AS FOLLOWS:

“LUST IS THE ULTIMATE GOAL OF ALMOST ALL 
HUMAN ENDEAVOUR, EXERTS AN ADVERSE 
INFLUENCE ON THE MOST IMPORTANT AFFAIRS, 
INTERRUPTS THE MOST SERIOUS BUSINESS, 
SOMETIMES FOR A WHILE CONFUSES EVEN THE 
GREATEST MINDS, DOES NOT HESITATE WITH 
ITS TRUMPERY TO DISRUPT THE NEGOTIATIONS 
OF STATESMEN AND THE RESEARCH OF 
SCHOLARS, HAS THE KNACK OF SLIPPING ITS 
LOVE-LETTERS AND RINGLETS EVEN INTO 
MINISTERIAL PORTFOLIOS AND PHILOSOPHICAL 
MANUSCRIPTS.”

Lust, as described above, can destroy wealth because 
we start desiring what we think we ‘need’. We fall 
in love with others ‘lives’, we forget about our basic 
needs our limitations (financially), we act impulsively 
and make decisions that don’t give us long term 
satisfaction. We must practice chastity to challenge 
lust. This means having personal integrity – thinking 
about what it is we really value and need and what 
we can afford rather than chasing after something 
just because we want it.

“Lust, as described above, can destroy 
wealth because we start desiring what 
we think we ‘need’.” 

 



I forgot to mention that the wine had an awful 
aftertaste, the smoke from the fireplace filled the 
whole room and with regards to the movie, let 
me just say filing my taxes would have been more 
entertaining. But on social media, we were living 
our ‘best lives’. We made you buy into this glorious 
eventful illusion. 

The pressure from social media weighs down on us 
all. We invest our time and resources, not to mention 
basing our decisions regarding places to visit, people, 
fashion and money, all for invaluable validation, in 
the form of likes. The current consumer-culture feeds 
our need for this too-easily given and ephemeral 
validation.

There are hundreds of links, that can show you who/
what/how to live a best life, not necessarily how you 
would define it, and not all links are credible. 

What do your next five years look like? Think about 
this next time you are casually, or even routinely, 
scrolling on social media. Long-term planning allows 
you to clearly outline what you actually want to 
create, without the pressure and bias of what is 
currently trendy. It also affords you the opportunity to 
research, in depth, which resources you need in order 
to make it happen. If the dinner had been planned, we 
would have chosen a better movie. 
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PLAY CLIP  

http://newsletters.bdo.co.za/mailers/Wealth/2019/Wealth%20ebook/Lust.mp4
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HERE ARE SOME TIPS TO TRULY 
LIVING THE LIFE YOU WANT AND 
NOT EVERYONE ELSE’S INSTAGRAM 
LIFE, WHICH AS WE KNOW IS FAKE 
ANYWAY.

• Think like a minimalist

There are items we invest in and items we splurge on 
unnecessarily, always think which falls into which box. 
Why? Because sometimes cheap wine will do. 

• Have some mystery

Our social profiles have become an extension of 
ourselves, but we can’t control who sees them as 
much as we think we can. So, ask yourself what would 
you tell or even show a complete stranger? That 
thought should encourage us to create boundaries 
between ourselves, our perception of the world and 
the world we actually inhabit. There is a saying “Chew, 
like you have a secret”. Some indulgences should be 
discreet.  

• Life is real

Remember, social media is all about inflated ideals of 
life. We cannot apply a filter on the messy parts of it. 
Be honest about the state of your finances, friendships, 
goals and career. 

In retrospect, my friends and I were living our best lives 
that evening - in the company of good friends, who 
provided some hilarious cinematography critic and 
special moments that a picture could not grasp. Lust 
has no place in living a life you are happy with.

“Remember, social media is all about inflated ideals of life. 
We cannot apply a filter on the messy parts of it. Be honest 
about the state of your finances, friendships, goals and 
career.” 

 

WATCH  
ARE YOU LIVING AN INSTA 

LIE? SOCIAL MEDIA VS. 
REALITY 

DITCHTHELABEL

https://www.youtube.com/watch?v=0EFHbruKEmw
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#4: ENVY KEEPING UP WITH THE JONESES

“Another overseas trip, this time to Europe! Didn’t they 
just move into that new estate, not to mention the 
latest upgrade to his car, how do they do it, what am I 
doing wrong?”  

These thoughts, or ones very much like them, often 
run through your head as you scroll through the latest 
newsfeed on your social media page of choice. There 
are ties when we cannot help it; we compare ourselves 
to others as if doing so was an acceptable benchmark 
against which to determine how well we are doing in 
life. 

Unfortunately, this usually leads to you feeling 
dissatisfied with yourself, defeated, and maybe even 
more than a bit jealous. Even worse, it could lead 
to you spending money you might not have, just to 
appear to be on the same level as the ‘Joneses’, along 
with the repercussion of debt and subsequent lack of 
financial freedom. 

By Mire Delport, Certified Financial Planner® Professional

Envy (Latin: invidia), like greed and 
lust, is characterised by an insatiable 
desire. It can be described as a sad 
or resentful covetousness towards 

the traits or possessions of someone 
else. It arises from vainglory, and 
severs a man from his neighbour. 

 Bertrand Russell said that envy was 
one of the most potent causes of 

unhappiness.

ENVY DESTROYS WEALTH BECAUSE IT, MUCH 
LIKE LUST, CAUSES US TO IGNORE OUR 
RATIONALITY AND ENGAGE IN A FANTASY 
WORLD WHERE WE COMPARE OURSELVES AND 
OUR LIVES TO OTHERS AND THEN GO AFTER 
WHAT OTHERS HAVE RATHER THAN WHAT WE 
TRULY NEED. WE START DOUBTING OURSELVES, 
OUR DECISIONS, OUR HUMAN NEEDS. WE NEED 
TO PRACTICE THE VIRTUE OF KINDNESS IF WE 
WANT TO CHALLENGE OUR ENVY. THIS MEANS 
LOOKING AT OTHERS AND RATHER BEING HAPPY 
FOR THEM AND THEIR ACHIEVEMENTS AND 
UNDERSTANDING THAT THEY MAY LIVE A LIFE 
BEYOND THEIR MEANS, OR A LIFE SUPPORTED BY 
A WEALTHY FAMILY MEMBER, YOU JUST NEVER 
KNOW WHAT IS GOING ON BEHIND CLOSE 
DOORS AND IN BANK ACCOUNTS. FOCUS ON 
YOU, YOUR LIFE, YOUR MEANS, YOUR NEEDS.

AS THEODORE ROOSEVELT SAID,  “COMPARISON 
IS THE THIEF OF JOY.”



You must always keep in mind, that everything is not 
always as it appears. Everyone’s situation is different. 
The ‘Joneses’ might have been lucky and won that 
European trip or even the Lotto. They may be living 
off credit card debt and are about to lose their house 
because of it. They may have come into the money 
by losing a loved one and are travelling to forget the 
loss for just a little while… and a few minutes ago you 
were envying them. 

Either way, no good can come from comparison. 

Not comparing yourself or your situation to the 
‘Joneses’ is often easier said than done. But, consider 
this - you may be underestimating the power of 
your mind. Even when it seems impossible to find a 
bright side of things, let alone focus on it, it is actually 
100% in our power to transform the way we see life. 
It is all about how we frame our mindset and being 
determined to keep our focus on that alone. 
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PLAY CLIP  

http://newsletters.bdo.co.za/mailers/Wealth/2019/Wealth%20ebook/Envy.mp4


15     WEALTH ADVISERS GUIDE TO THE SEVEN MORTAL SINS OF WEALTH DESTRUCTION

HERE ARE A FEW TIPS TO KEEP 
IN MIND TO HELP YOU STOP 
COMPARING YOURSELF TO THE 
‘JONESES’ 

• Learn to judge yourself by your own goals and 
challenges, it will be different from other people’s, 
not better or worse, just different.

• Have your own goals and take control of your 
finances. Do not spend more than you earn simply 
to keep up with the ‘Joneses’. Controlling your 
finances will allow you to work towards your 
money goal whether that is paying off debt, saving 
more, saving toward that dream holiday, or pursuing 
your goals.  

• Be positive and happy with who you are, in other 
words, be self-confident. Just think of how much 
you have accomplished so far, and how much 
potential you have to accomplish even more.

• Instead of letting that green-eyed monster, known 
as envy, get hold of you, be happy for others. 
By being happy for others you’ll learn to accept 
yourself and let more positivity into your life. Even 
better, it might motivate you to reach your goals 
quicker. 

• There is no such thing as the perfect life. The 
Facebook life is fake! There is Instagram and 
then there is reality. Take a break from social 
media. Mute the cacophony of audio and visual 
bombardment. Reboot your mindset. To do 
that, spend time thinking how much you have 
accomplished so far, think about what you really 
want out of life. Age is no limitation. What are your 
personal dreams and goals in life? 

Bill Gates has a quote that sums it up so perfectly:

 
“Don’t compare yourself with 
anyone in this world… if you do 
so, you are insulting yourself.” 

 

So, next time you let your thoughts run away with you 
just remember, do not insult yourself. You know your 
goals and dreams and everyone’s journey is different, 
stick to your mindset of finding your happiness. You 
never know who could be looking at you and thinking, 
“Wow, she is so happy, what am I doing wrong?”. Let 
us inspire ‘happiness envy’ rather than ‘material envy’.
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WANTS VERSUS NEEDS 

Needs are those things which are essential for survival. 
They include water, food, shelter and clothing. Once 
these needs are satisfied all else can be regarded as 
‘wants.

Wants are nice to have but are not required to survive 
from day-to-day.

You may still feel that knowing the difference between 
needs and wants does not help you practically 
determine a need from a want. 

The first step, which is essential in helping you decide 
between needs and wants, is to determine your 
objectives in the various areas of your life. These areas 
encompass, amongst others, financial, educational, 
health, family, spiritual and social objectives. Think 
carefully about each of those and make a list of what 
you want to achieve in each of them. After that, it will 
be much easier for you to differentiate between needs 
and wants for each area.

By Peter Harten, Certified Financial Planner® Professional

WHAT IS THE PURPOSE OF MONEY? MANY OF US 
SEE IT AS A WAY TO HAVE A SOCIAL ADVANTAGE  
OVER OTHERS IN ORDER TO MAKE OURSELVES 
FEEL BETTER.  

Personally, I believe the purpose of money is to 
provide for needs and wants, for myself and others, 
now and in the future.  Which makes me wonder, how 
many of us can tell the difference between needs and 
wants? 

It’s Economics 101, yet many of us fail miserably at it.  
Do not worry, you are not alone.

Before we go any further, let me define needs and 
wants.

WATCH  
NEEDS VS WANTS 
INSTITUTE FOR FINANCIAL 
LITERACY: LEARN HOW TO 

DIFFERENTIATE BETWEEN NEEDS 
AND WANTS.

“Needs are those things which are essential for survival. They 
include water, food, shelter and clothing. Once these needs are 
satisfied all else can be regarded as ‘wants.” 

 

https://www.youtube.com/watch?v=OmzRi54QQ1w
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to avoid debt at all costs. Just ask any single working 
mom who is deciding on how to allocate her meagre 
resources, whether it is time or money, that is in short 
supply?

When setting up your monthly budget, it is useful to 
separate needs and wants. You will find that you have 
surprisingly few needs and an overwhelming amount 
of wants. 

So, what expenditure falls into the category of needs? 
That is simple; your rent or bond, food, your car loan, 
practical clothing expenses, and education. 

Wants, on the other hand, include the costs of the 
latest, and ever-changing, fashion apparel, dining 
out regularly, a second car or 4X4 for use by other 
members of the family, private schooling, purchasing a 
home in a “better area”, overseas holidays etc. 

These ‘wants’ can be broadly influenced by the 
phenomenon of ‘keeping up with the Joneses’. We are 
constantly aspiring to look better in the eyes of our 
friends in our social circle. This is particularly applicable 
to items which are clearly visible to all and sundry, 
namely, your home, your car, and where your children 
go to school.

We are also swayed by our tendency to indulge in 
‘shopping therapies’. A catch-all phrase used to cover 
the fact that we are incorrectly addressing all sorts 
of psychological biases which we encounter in our 
daily lives. For example, having driven the same car 
for a few years, we get bored and feel the urge to 
splurge on a sparkling new, technologically up-to-
date, fuel-efficient and enviable new vehicle. We do 
this under the guise of ensuring we have a car which 
is reliable and covered by a maintenance plan and 
manufacturer’s warranty. We are protecting our family 
by only driving the latest and safest vehicle. It does not 
hurt that your neighbours notice your new wheels. 

Shopping therapy applies equally to schooling, fashion, 
restaurants, overseas holidays and in fact most of our 
monthly expenditure.

Do not think you are exempt from the boring activity 
of budgeting. Everyone needs to budget. Even if you 
are earning a sizeable salary or running a profitable 
business, you’ll be amazed at how quickly your 
expenses rise to meet your income. The only way to 
avoid this is to have a clear understanding of what you 
require and need versus what you would like to have 
or want.

However, it is human nature to confuse what is 
essential in making life more satisfying compared to 
what is desirable, especially when we wallow in envy 
at those who appear to have more than ourselves. 
We regard the non-essential items as the little things 
that make life worthwhile. But those so-called ‘little 
things’ often come with a big price-tag. Why else are 
we spending most of our waking hours slaving away 
to earn money, if not to make our life appear more 
desirable? We feel we deserve a little extra, whether 
we can afford it or not.

If you have limited finance available, distinguishing 
between needs and wants must be a priority. This is 
the only way in which you can determine what your 
base monthly cash requirements are. If you have 
unlimited finance available, then it doesn’t matter 
where you spend your money, you can have the 
‘time of your life’. Unfortunately, this attitude, and 
the desire not to appear ‘poor’ encourages families to 
avoid budgeting. After all, they reason, budgeting is 
only for ‘poor people’. 

It explains why there are so many over-indebted 
families, from all walks of life, across the country. In 
fact, people with limited financial means usually tend 
to be more conservative with their spending and try 
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#5: GLUTTONY HOW MUCH IS ENOUGH?

“What is gluttony?  It is habitual greed or excess. 
There’s an age-old saying that goes, 

‘Money can’t buy happiness’.

But, what if it could? 

In a world driven by consumerism, material things tend 
to embody our idea of happiness and self-completion. 
It is easy to think that if you just had that car you 
would be happy, or if you could just get that raise 
everything will be easier, but is that really true?

Of course, money can, to some degree, buy comfort 
and in turn happiness, particularly if you’re starting 
from a point of poverty. But how much is enough?

A recent study by Nobel Prize winning economist 
Angus Deaton and psychologist Daniel Kahneman, 
found that the magic number to buy happiness is  
$75 000 (approximately R1 074 000) per annum. 
In their study they state that happiness and money 
correlate, but only to a certain point. They concluded 
that a high income will buy life satisfaction, but not 
happiness, and that a low income is associated with 
both low life evaluation and low emotional well-being.

By Tayla Snowball, Financial Planner and Healthcare Consultant

Gluttony (Latin: gula) is the 
overindulgence and overconsumption 

of anything to the point of waste. 
 

GLUTTONY DESTROYS WEALTH BECAUSE WHEN 
WE ACT FROM A POINT OF GLUTTONY, WE 
HAVE STOPPED LISTENING TO OURSELVES AND 
OUR INSTINCTS. WE ARE BORN WITH MANY 
‘SWITCHES’ INTERNALLY – SWITCHES THAT STOP 
US FROM OVEREATING, FROM OVER DRINKING, 
EVEN FROM HURTING OURSELVES (YOUR 
BODY WILL NATURALLY TRY REJECT A POISON). 
WITH GLUTTONY, WE CHOOSE TO IGNORE 
THAT SWITCH AND PUSH ON WITH WHAT 
OUR ‘IRRATIONALITY’ DEEMS ‘RIGHT’. WE NEED 
TO PRACTICE THE VIRTUE OF ABSTINENCE TO 
CHALLENGE OURSELVES AGAINST GLUTTONY. 
WHEN WE FEEL THAT OVERWHELMING NEED TO 
GET ANOTHER CREDIT CARD TO BUY ANOTHER 
PAIR OF BLACK SHOES OR THAT CAR, WE 
CAN’T AFFORD WE NEED TO SHOW SOME SELF-
RESTRAINT AND REMIND OURSELVES OF WHAT 
IS REAL. 



A survey conducted as part of the Gallup World poll 
supports Deaton’s theory. In this survey over 1.7 
million people from around the globe were asked to 
rate their happiness from a scale of 1 to 10. This rating 
was then measured against their household income 
and other socio-economic factors. 

The study revealed that happiness steadily rises 
alongside how much a person earns – but only to a 
point. This point is called the ‘satiation point’ and at 
this point a person’s happiness in correlation to their 
earnings is not significantly impacted by how much 
more they could earn.

Globally, the satiation point may vary, where wealthier 
countries have a higher satiation point and poorer 
nations have a substantially lower satiation point. For 
example, Northern America’s satiation point is $105 
000 per annum (R1 503 100) in contrast to Sub-
Saharan Africa at $40 000 per annum. (R572 600).

As South Africa falls in the later cluster it means that 
a South African earning more than R1 million a year 
(the global average happiness level), might not be any 
happier than someone earning $40,000 (R572 600 – 
the regional happiness level). 

19     WEALTH ADVISERS GUIDE TO THE SEVEN MORTAL SINS OF WEALTH DESTRUCTION

PLAY CLIP  

http://newsletters.bdo.co.za/mailers/Wealth/2019/Wealth%20ebook/Gluttony.mp4
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Interestingly, the academic studies have found that 
sometimes earning too much money could affect 
your happiness as this could be associated with higher 
workloads, more stress and less quality time spent 
with family and friends. 

Both the study and poll suggest that earning beyond a 
certain level leads to increased competitiveness with 
a person’s peers, placing a larger focus on social status 
and material gain. It was found in past research, that 
happiness is not based on wealth alone, but on relative 
wealth or status – in other words, how well you are 
‘keeping up with the Joneses’. 

Which then begs the question: is your ideal quantity of 
money meant to bring you happiness - or the Joneses?

It is obvious that we need money to live, but how 
much money we need is based on our own individual 
financial needs. Our needs and personalities will also 
prioritise where we will allocate our money.

Cambridge and Yale University conducted a study 
which found that you can buy happiness, it simply 
boils down to where you spend it. The study included 
examining 76 000 bank transaction records and 
inspecting where people spent their money: on 
material items or experiences. 

Researches then rated participants’ satisfaction with 
their purchases in relation to their personalities. The 
study indeed found that those who spent money in a 
way that gelled with their personalities experienced 
increased levels of happiness.

However, with all that said, it is important to come to 
know your own satiation point. A good indicator is to 
examine your resources, determine what you currently 
have that aligns with your priorities and what will be 
available in the future. 

Include looking at your existing budget and income 
& expenses in the short and medium terms. Consider 
your future needs as well as your savings and 
investments. Finally, once you have determined what 
is important to you and established the necessary 
resources, you can put an investment strategy in place 
that will support your financial goals.

By sticking to your financial plan and investment 
strategy you will be in a better position to afford 
your lifestyle and live within your means, because 
sometime less really is more.  
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DEBT MORALITY AND THE ABUSE OF CREDIT
By David Crossley, Certified Financial Planner ® Professional

WHAT IS THE PURPOSE OF MONEY? MANY OF US 
SEE IT AS A WAY TO HAVE A SOCIAL ADVANTAGE  
OVER OTHERS IN ORDER TO MAKE OURSELVES 
FEEL BETTER.  

Gluttony is a deadly sin not because it is unattractive 
but because there is a deeper problem. It is a very 
specific action. It is consumption done to excess. 
Gluttony includes any form of addiction. Drug abuse, 
caffeine, sugar addictions and alcoholism are forms 
of gluttony, but so is any inordinate attachment 
to money or an attitude of recklessly abandoned 
spending of money.

I have dealt with the dangers of debt before, but 
never from the point of view of the financial and 
psychological abuse that results from a person 
addicted to debt and the need to buy now and pay 
later. Yes this ‘over indulgence’ happens all the time.

You may think that the corollary between debt and 
drug addiction is a little extreme. The table shows 
some parallel examples.

Think very carefully before you commit to going into 
debt to acquire something you want but do not truly 
need, and make sure that this decision would not lead 
you into the same trap as abusing a drug.

DRUG ADDICTION DEBT

To become addicted to a drug, a person must be 
persuaded to try it – just once.

The temptation to put oneself into debt in order to buy 
a desirable item is often so great and the availability of 
credit often so easy, that the individual, once hooked, is 
unable to kick the habit.

The resultant high is so powerful that the individual must 
keep taking the drug to experience the hits that he or she 
can no longer resist.

One rush of pleasure at the ownership of something 
invariably leads to the desire to own, or acquire, 
more and so the addiction grows and becomes an 
uncontrollable desire.

Just like the drug pusher, the credit company or loan shark has very little conscience beyond ensuring that you pay 
back what you borrow – and woe betide you if you don’t!

Addiction to drugs, creates a descent into an 
uncontrollable addiction and results in the individual 
losing everything, his health, his family and ultimately his 
life.

Debt and the abuse of credit has a similar effect. The 
individual descends into an uncontrollable inability to 
repay the debt and this in turn leads to personal stress 
which can end with insolvency, disgrace, the loss of a 
marriage, a family and ultimately self-respect.

Drug addicts and debt-ridden individuals need to seek a 
similar type of help, once they have admitted that their 
lives have been overtaken by the addiction.

Drug rehabilitation and debt rehabilitation may be 
slightly different, but they are both painful and time 
consuming, requiring discipline and a great deal of time.

Don’t think for a moment that because debt is not illegal, and drugs are, that the two are not similar in terms of the 
human misery they cause.
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#6: WRATH 
“I AM NOT SAVING BECAUSE I AM ANGRY AT 
THE GOVERNMENT”

During his State of the Nation address, President Cyril 
Ramaphosa announced that the 2019 general election 
will be held on May 8. Yay, I thought to myself, another 
public holiday! 

But I quickly came to the realisation that my twitter 
feed would be filled with political campaigns. Political 
billboards would be all I would see while stuck in 
traffic. Yes, a whole three hours of my everyday 
life would be visuals of yellow, blue, red and green 
billboards every day. 

If the government is able to actually come to the 
roads to put up these billboards, I thought to myself, 
surely, they can see I’m always stuck in traffic and 
should be doing something about it? 

I was quickly woken up by a splash of soapy water 
hitting my windscreen when I got to the robot. A poor 
man was washing my windscreen in exchange for R2. 

It is 2019 and we still have people begging for R2? I 
was not surprised by the increased unemployment rate 
and I blamed the government.  

By Tshego Mathebe, Certified Financial Planner ® Professional

Wrath (Latin: ira) can be defined as 
uncontrolled feelings of anger, rage, 

and even hatred. 

We can become consumed by rage 
and revenge to the point of acting 

irrationally and immorally. 

WRATH CAN DESTROY WEALTH WHEN WE 
START LOSING CONTROL OVER IT. WHEN 
WE FEEL RAGE/WRATH WE ARE AT A POINT 
WHERE OUR MIND HAS MOVED INTO MORE 
OF AN EMOTIONAL WAY OF THINKING RATHER 
THAN A LOGICAL FOCUS. THIS MEANS WE 
START THINKING ABOUT OURSELVES OUT 
OF CONTEXT, WE FORGET THE LONG TERM, 
WE FORGET OUR MORALS AND VALUES, WE 
BECOME CONSUMED BY RAGE. WE BEGIN TO 
PLACE BLAME – WILL EVERYONE ELSE ACCEPT 
OURSELVES. THIS MEANS WE MAKE DECISIONS 
THAT ARE NOT RATIONAL AND NOT INSPIRING 
OF REALISTIC ACTIONS. WE NEED TO PRACTICE 
THE VIRTUE OF PATIENCE TO GUARD OURSELVES 
AGAINST . THIS MEANS STOPPING AND TAKING 
A BREATH, NOT LISTENING TO ALL THE NEGATIVE 
NEWS AND TAKING IT TO HEART, IN MOST CASES 
IT MEANS TURNING TO SOMEONE ELSE TO HELP 
US CALM DOWN AND MAKE US THINK MORE 
RATIONALLY.



Fast forward to 8 May 2019, voting day. I was not 
sure if I wanted to vote. I remember the first time 
I cast my vote in 2009. I was still a student, full of 
hope that by the time I was 30 years old, I would have 
my own house in a secured estate, cars piling in my 
garage, and I would be traveling the world. After all, 
the Government had promised me a paying job when I 
graduated. All my dreams would come true. 

When I finally found a job, I quickly discovered I 
would actually be paying the Government, via tax. I 
was furious. How in the world am I expected to save 
money to realise all my dreams if all the Government 
does is anger me? I cast my vote nonetheless.

Later, I realised that I could still accomplish all those 
things I wished for before I turned 30 - if I saved my 
money. The Government does not owe me a savings 
account. I also remembered that the Government does 
try to help us save through savings vehicles such as 
a tax-free savings account. You can set up a tax-free 
savings account through a financial institution and 
invest up to R33 000 per year, limited to R500 000 per 
annum, without paying tax on any of the growth your 
money earns. 
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http://newsletters.bdo.co.za/mailers/Wealth/2019/Wealth%20ebook/Wrath.mp4
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You can also contribute more towards your Pension, 
Provident fund or Retirement Annuity. The government 
allows you to deduct up to 27.5% of your taxable 
income for contributions to these retirement savings. 
The deductible amount though is capped at R350 000 
annually. 

Stop being angry with the government. Rage does 
nothing but cause you to behave destructively. 
Why spite yourself and your family, and your future, 
because you are feeling angry at the Government? 
Globally governments across the world make 
decisions that offend many. They are all guilty of 
misappropriating money. Do not think that by not 
saving you are going to change the way they think or 
by being angry with them you will somehow ‘get back 
at them’. Rather expend your energy on focussing on 
saving for your own goals and needs.

If you feel like your monetary decisions are being 
based on emotion rather than logic, do not be too 
proud to speak to a financial advisor on how to 
structure your savings in a way that best suits you.

“If you feel like your monetary decisions are being based on 
emotion rather than logic, do not be too proud to speak to a 
financial advisor on how to structure your savings in a way that 
best suits you.” 
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In South Africa the law stipulates that individuals, 
companies, trusts, insolvent estates, deceased estates 
and non-resident companies are liable for income tax, 
but it seems as though having to pay tax is unpleasant. 
Especially when we feel we don’t receive the right 
return for what we are paying – high unemployment 
rates, potholes, high crime rates, inadequate public 
schools, shocking public healthcare. The more we are 
faced with these issues, for which we believe our tax 
money should be covering, the more we start to feel 
anger, wrath or rage toward the people who manage 
our tax money – the government.

Added to this, most individuals already wish they did 
not have to pay income tax and at times we often 
hear people mention that the income tax brackets are 
not set equally.

This leads to us letting our wrath or anger get the 
better of us and cause us to make emotionally charged 
decisions that can have more damage to those around 
you, yourself and the country. Tax evasion. 

Tax evasion is the act of not paying tax as a way of 
not reporting income, reporting more expenses than 
one can and understating the amount of tax owed. 
Tax avoidance is the minimizing of taxes by using 
legitimate tax deductions, setting up tax deferral plans 
and taking tax credits.

Tax evasion is deceiving or misrepresenting which is 
basically fraud. 

This raises the concern of tax morality in South Africa 
and presents the necessity of having a good social 
contract between the government and taxpayers. 
Taxpayers are concerned about the corruption, wastage 
of public funds and inefficient service delivery which 
in turn, makes them negligent to paying tax. However, 
tax morality should start at government levels as a 
result taxpayer will be more willing to contribute if tax 
monies are spent in the correct manner. 

While tax evasion may seem like the solution to easing 
your rage against the government, living comfortably 
and having a higher net income, it is not. One may be 
subject to tax penalties, fines or even get convicted. 

In South Africa our economy is already suffering due 
to enterprises that are using increasingly sophisticated 
financial schemes to evade tax obligations, which the 
South African Revenue Services (SARS) has had to then 
circumnavigate with tightened measures of detecting 
tax evaders. 

Your rage-based decision as a “self-styled” tax avoider 
can see you liable for an additional tax payment of up 
to 200% tax on income that had not been declared 
nor disclosed, conviction to a fine or maximum 
imprisonment of up to five years. Can you imagine 
deciding to not pay your taxes because you think you 
‘deserve better’ only to go to jail and be without your 
family for five years? All on a decision based on anger. 

An individual need to think about the negative 
consequences of unethical choices and take personal 
responsibility for unethical behaviour. On the same 
basis, the government is on its way to being prudent 
and ethical in the spending of taxes.  Rest assured that 
the days of blind trust in the government shall soon be 
over.

If you are struggling with your financial decisions 
and do believe emotion is guiding your thinking, then 
speak to a professional – a financial adviser or a tax 
practitioner and rather get an objective view – for the 
sake of your future.

As a general rule as, South Africans let us practice 
good governance and submit our E-filings, disclose all 
income as well real expenses and pay tax. It’s the right 
thing to do to preserve your wealth.

EVADING TAX BECAUSE OF RAGE
By Dimpho Sizani, Assistant Financial Planner



26     WEALTH ADVISERS GUIDE TO THE SEVEN MORTAL SINS OF WEALTH DESTRUCTION

INVESTING OFFSHORE IS SOMETHING THAT 
MUST BE TAKEN AS PART OF A HOLISTIC 
FINANCIAL PLAN, AND NOT MERELY A KNEE-
JERK REACTION DUE TO UNHAPPINESS WITH 
THE LOCAL POLITICAL SITUATION OR FEAR THAT 
THE LOCAL ECONOMY, OR LOCAL CURRENCY, IS 
GOING TO WEAKEN CONSIDERABLY IN THE NEAR 
FUTURE. BEWARE ‘REVENGE INVESTING’ AND 
DOING IT FOR THE WRONG REASON.

People invest offshore for many reasons – 
diversification, emerging market volatility and local 
currency weakness. A more in-depth look at each 
is necessary if you are considering the move into 
offshore investing. Let me start with diversification 
 

DIVERSIFICATION

Diversification is a way of ‘not putting all your eggs 
in one basket’. When you invest locally and nowhere 
else, you are restricted to the Johannesburg Stock 
Exchange, which only represents around 1% of the 
world’s total listed equity market capitalisation. This 
means, as an investor, you are missing out on 99% 
of other investment opportunities, and on gaining a 
bigger exposure to shares and sectors available abroad, 
such as the worldwide IT sector, Facebook, Amazon, 
and Netflix etc.

The next most common reason for investing offshore 
is a desire to limit the investor’s exposure to the 
volatility of the emerging market. 
 

LIMITING EXPOSURE TO EMERGING 
MARKET VOLATILITY

South Africa is considered an emerging market. Our 
market generally moves in tandem with the other 
emerging markets, such as China, India and Brazil, even 
if it is not of our own doing. So, when the offshore 
markets are nervous, the emerging markets tend to get 
hit the hardest.

The result of this is often a weakening in the local 
currency, which is the next reason investors look at 
moving offshore.

Limiting Downside in The Event of a Weakening in The 
Local Currency 

In the event of the South African Rand (ZAR) 
weakening considerably against other currencies, 
such as the US Dollar, you would be ‘protected’ from 
any major fall thanks to your offshore investments, 
especially if you import a lot of goods and/or travel 
overseas regularly.

These appear to be very sound reasons, and they are. 
But there are also risks when it comes to investing 
offshore, and it is worthwhile to bear them in mind.  
 

THE RISKS OF INVESTING 
OFFSHORE

Currency Volatility  

The South African rand doesn’t just move negatively 
all the time. It can and does move positively as well. 
Positive moves have happened a few times in the past 
two decades. 

Let us suppose you had taken your funds out of the 
country when the rand was very weak, e.g. GBP23 vs 
the ZAR, three years ago. The ZAR then strengthened 
to GBP18 to the ZAR, due to Brexit. You would 
have lost over 20% in currency movements alone. 
Depending where else you had invested, you may have 
suffered other losses as well. 

Often, the currency movements are out of South 
Africa’s control, and are impacted by decisions made 
by the USA, UK etc.

KEEP YOUR MONEY LOCAL OR INTERNATIONAL?
By Hedley Lamarque, Certified Financial Planner ® Professional
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Income Needs 

You may require a large portion of your investments 
and returns in Rand, as most of your expenses 
probably need to be paid locally. By investing a very 
big portion offshore, you are at the mercy of the 
currency fluctuations which could go against you.

Already Priced In

Most of the local political, economic and downgrade 
risks are already priced into the currency and the local 
market. Any significant improvement in these could 
cause a good rally in the local markets.

Offshore Problems 

South Africa is not the only country which has major 
political and economic issues. Many people forget this 
and believe ‘the grass is greener on the other side’. As 
a result, they want to move all their funds offshore. 
However, most of the major economies around the 
world are grappling with big issues, such as the USA-
China trade wars, Brexit, low interest rates etc. All of 
which could impact negatively on offshore markets. 

Many of these economies, such as the USA, have had 
a great bull run over the last ten years, so certain 
offshore markets are looking expensive and may have 
a limited upside in the next few years. 

The local market on the other hand, is in almost the 
same position it was five years ago. What does this 
mean for the investor? If things improve economically 
and politically, this could result in a good performance 
over the coming years.

Estate Considerations 

You must also take into account that having funds 
offshore could complicate the winding up of your 
Estate, depending on the jurisdiction you invested in 
and the complexity of the investment.

If you are considering moving your investments 
offshore, there are a number of things to consider. 

• Avoid making short-term, emotional decisions, as 
these can quickly erode your long-term wealth.

“You must also take into account 
that having funds offshore 
could complicate the winding 
up of your Estate, depending 
on the jurisdiction you invested 
in and the complexity of the 
investment.” 
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• Ensure you have a proper financial plan, which 
takes into account your whole portfolio, including 
retirement funds and your risk profile. Depending 
on how markets and currencies are performing, 
there could be a lot of volatility in your portfolio if 
you move all your investments offshore. 

• Never make the decision purely on currency 
expectations.

• Be aware that quite a large number of shares on 
the JSE are ‘rand-hedges’. In other words, they earn 
most of their income offshore. Naspers, British 
American Tobacco, Aspen etc. are examples of rand-
hedge shares. If you do have rand-hedge shares you 
will already have a portion of your local investment 
assets invested abroad, so to speak.

•  The underlying portfolios of pension fund and 
retirement annuity unit trusts are allowed to invest 
30% in foreign investments, excluding Africa, and 
10% in Africa but outside South Africa. This means 
your pension fund and retirement annuity will 
already have a portion of your assets invested 
‘abroad’. You must take this into account when 
working out how much of your total assets you 
wish to have invested offshore.

• Most importantly, when investing abroad ensure you 
choose a credible partner or supplier.

One of the questions we are asked regularly is, “How 
much can I invest?” There are rules regarding this. 
 

HOW MUCH CAN I INVEST

You may invest R1 million a year, without any SARS or 
Reserve bank approval, and R10 million a year if you 
have SARS tax clearance.

When it comes to investing, and depending on your 
circumstances, it is always wise to spread your assets 
across geographical areas and various asset classes. 
Having a portion of your assets offshore helps spread 
the risk in your portfolio. The decision, however, must 
be made based on the facts at hand, and having a 
proper plan in place. The worst mistake you can make 
is to make a short-term decision, based on how you 
are feeling at a particular point in time.

“When it comes to investing, 
and depending on your 
circumstances, it is always wise 
to spread your assets across 
geographical areas and various 
asset classes.” 
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As specialists in the benefits space, we are often 
contacted by members looking for advice on whether 
to cash out their investment from their retirement 
annuity (RA). To this, our advice remains consistent: do 
whatever you can to avoid cashing out your RA!

Of course, personal circumstances vary, and 
sometimes our position can get so precarious that 
we have few alternatives. However, there are other 
options that can ensure you keep your head above 
water and avoid having to go to live with your children 
when you become older.

What one should resist at all costs is making long-
term financial decisions for short-term reasons. This is 
one of the reasons why having a financial planner can 
be invaluable. These professionals can help you make 
clear decisions unaffected by the emotion that you 
may be feeling.

Being retrenched, for instance, is an incredibly 
traumatic experience. One is left with an inadequate 
package, what seems like a mountain of debt, and the 
helpless feeling that your world is caving in.

At another time, you might feel overwhelmed by 
depressing events on the news and start feeling it’s 
time to emigrate, cash out your RA, and to seek your 
fortune in another part of the world. 

At times like these, you might not be able to see the 
wood for the trees. Try to seek advice and avoid doing 
anything rash. 

Thoughts of emigration are often fuelled by anger, 
which can soon pass. It’s also worth remembering that 
you can emigrate, but keep your RA in South Africa. 
Pensions are fully remittable overseas after retirement. 

Liquidating the RA early will mean paying tax on it, 
converting it to the new currency at an unfavourable 
exchange rate, and then having to start financing one’s 
retirement from scratch in your new home country.

Another scenario where members sometimes decide 
to cash in their RA’s is because of incapacity. If at any 
time before age 55, members are ‘disabled’, they’re 
entitled to a maximum of a third of their cash, with 
the other two thirds to be paid as a monthly pension.

This, too, should be avoided. More often than not, 
members are only incapacitated for a short period and 
then are able to go back to work. However, sometimes 
two years is all it takes to run through the entire cash 
portion and set your retirement planning back to 
square one.

Such a setback can be costly. A more suitable approach 
would be to ensure you have adequate disability cover. 
This will then fund any earnings shortfall caused by an 
inability to work.

Disability cover is indispensable, especially in these 
days where almost all of us know someone who has 
battled cancer or cardiopulmonary disease. 

A third reason some people take out their RA is to 
go on ‘early retirement’. In such a case, people may 
be tired of working and feel they’ve earned the right 
to retire. Unfortunately, one’s retirement balance is 
seldom sufficient to finance a retirement that could 
last several decades. 

 

WITHDRAWING YOUR RA EARLY: RESIST THE TEMPTATION
By Cindy Frantzeskos, Director, BDO Employee Benefits
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At the age of 55 a person has probably built up a 
small amount, but from age 55 to 65 is when the 
compounding effect – earning interest on interest - 
really comes into its own, and ‘money makes money’.

In this regard, I would like to relate a personal story.

During her working years, my mom was not allowed to 
join her employer’s RA fund, as she was not the family 
breadwinner. 

Then my dad sadly passed away at the age of 44, 
and she could join the RA Fund. My mother began 
contributing to the fund from the ripe age of 45. 

By the time she turned 55, she had accumulated  
R200 000. She advised the family she would be retiring 
early. She felt it was not worth it for her to keep 
working for such meagre retirement benefit.

As her children, we were able to convince her to keep 
working.

“Take it one month at a time,” we advised her. 

When she finally retired – a decade later at age 65, 
imagine her surprise when her money had grown to 
R750 000. Such was the effect of compound growth - 
one of the financial wonders of the world. 

Today, people are living longer, reaching the age of 100 
and beyond. In this context, it makes sense to continue 
working as long as you are able, to avoid having 
financial difficulties at an extremely advanced age, 
which is a scary thought. 

Don’t let anger or sloth lead you to rash financial 
decisions. Have patience and diligence. Retirement is 
another opportunity to live your life. 

An interesting way to look at it is to see retirement 
planning as saving for a very long time to afford an 
awesome holiday. When faced with decisions on 
whether to cash out your RA, it’s always worth having 
an expert in your corner – call your financial planner.

“An interesting way to look at 
it is to see retirement planning 
as saving for a very long time 
to afford an awesome holiday. 
When faced with decisions on 
whether to cash out your RA, it’s 
always worth having an expert in 
your corner – call your financial 
planner.” 

 



31     WEALTH ADVISERS GUIDE TO THE SEVEN MORTAL SINS OF WEALTH DESTRUCTION

#7: SLOTH 
DON’T LET SLOTHFULNESS STOP YOU FROM 
INSURING

to check on her. She can briefly hear the nurse talking 
to her as she tries to make sense of what is going 
on. As the silence fades out, she catches the last few 
words of the nurse “… you’ve been in an accident and 
you are at the hospital”. Tears trickle down Lindiwe’s 
face as she briefly has a flashback of driving home 
from work with her husband, Thabo. She looks at the 
nurse and asks “Where is my husband? Is he okay?”. 
The nurse looks at her with concern, doesn’t say 
anything and turns away. Lindiwe realises that the 
situation is serious. She tries to move around but 
cannot feel her legs. 

Fast forward to approximately 8 weeks later when 
Lindiwe is discharged from hospital. Exhausted, 
scared and vulnerable as her aging parents and minor 
children accompany her to the car in a wheelchair - a 
new norm that the family must get used to. She gets 
home and the reality of her husband’s death and her 
disability hits her hard. Thabo was the breadwinner of 
the family, and although Lindiwe also worked part-
time, she knew her income was not enough to support 

By Radhika Daya-Mistry, Certified Financial Planner® Professional

Sloth (Latin: tristitia or acedia 
(“without care”) refers to a peculiar 

jumble of notions, dating from 
antiquity and including mental, 

spiritual, pathological, and physical 
states.

It may be defined as absence of 
interest or habitual disinclination to 

exertion.

SLOTH IS PROBABLY THE BIGGEST CAUSE OF 
WEALTH DESTRUCTION, WE ARE ALL LAZY. 
WE ALL WANT TO GET THE QUICKEST AND 
BIGGEST RETURN, WE BLAME OUR BANKS, OUR 
COUNTRY OUR INTEREST RATES FOR OUR 
LACK OF ‘RETURNS’ ON INVESTMENTS BUT 
WE DON’T WANT TO DO ANY HARD WORK TO 
GET THERE. WE NEED TO PRACTICE DILIGENCE 
AGAINST SLOTH TO STOP OURSELVES FROM 
LYING BACK AND NOT TAKING OUR MONEY 
SERIOUSLY. HOPING THAT ONE DAY OUR 
RETIREMENT WILL JUST HAPPEN IS NOT GOING 
TO GET YOU A RETIREMENT SAVINGS, IT MEANS 
PRACTICING DILIGENCE AT A YOUNG AGE TO 
SAVE SOME MONEY EVEN WHEN WE THINK WE 
NEED IT MORE ‘NOW’. GET INTO ACTION TODAY 
TO START THE JOURNEY OF YOUR WEALTH 
CREATION.

As Lindiwe regains consciousness, she looks around 
trying to make sense of where she is. All she can 
see are bright lights, strange machines and finally, a 
human figure that approaches her. It’s a nurse coming 



the family and pay off all the debt. She looks at all the 
bills stacking up and has a flashback of her financial 
planner, Karina, telling her and husband “… in case 
something happens, you need to protect your family”. 
She also knew that Thabo didn’t have much savings as 
his budget was tight and he didn’t always have room to 
save. She feels helpless.

A few months before their accident, Thabo and Lindiwe 
met with Karina for their financial planning review. At 
that meeting, Karina reiterated the importance and 
urgency of taking out additional life, disability and 
severe illness cover, for both of them. Especially because, 
even though Thabo, the family breadwinner, had group 
risk benefits with his company, calculations show that 
there was a large shortfall in terms of the amount of 
cover required to cover all the family debt plus provide 
financial support for the family. Lindiwe had no group 
risk benefits from her company or any personal cover. 
Karina had various quotes prepared to try to match their 
affordability as close as possible. After going back and 
forth with Karina, Thabo and Lindiwe acknowledged that 
they are underinsured but informed her that they have 
other obligations. They asked Karina to contact them in a 
few months’ time, which she did, and once again got told 
to put it on hold as they couldn’t afford it and didn’t see 
it as a priority. 
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PLAY CLIP  

http://newsletters.bdo.co.za/mailers/Wealth/2019/Wealth%20ebook/Sloth.mp4
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In relation to the story above, should Thabo and 
Lindiwe have put in place the additional cover 
required, their situation would have been very 
different. The additional risk cover would have been 
able to cover the family’s debt plus there would 
have been additional funds to assist the family with 
day-to-day living expenses over the next few years. 
Lindiwe would have also been paid out a monthly 
income disability payment as she is no longer able to 
do her job and earn an income. She would have also 
had a capital (lump sum) disability pay-out on being 
permanently disabled which could have assisted with 
making changes to her home or for any other means 
necessary. 

The truth is that by procrastinating and being lazy, you 
put yourself and your family in a very risky position, 
especially because no one knows what the future 
holds. In most cases, once the damage is done, you 
cannot go back to change it. 

By putting it off and pushing the commitment to a 
later stage, you are putting yourself at risk where, 
for example, due to a certain medical condition 
that you recently picked up, you can no longer get 
the cover you require, or the cost of the cover is no 
longer affordable. The earlier you seek to understand 
what you have compared to what you need, you 
can commit to filling the gap to protect you and 
your family. As time goes by and your circumstances 
change, you will need to review what you have in 
place and make changes if necessary.

You must take the necessary steps to ensure that you 
and your family are covered sufficiently. Make it a 
priority. You will have peace of mind, knowing that you 
are prepared in the case of something happening to 
you. 

This type of behaviour is a typical example of being 
‘slothful’. We often see how clients acknowledge 
that they require assurance cover and understand 
the importance of it, but don’t prioritise committing 
as they think that they are invisible and think that 
nothing will happen to them or their family. People 
often use the excuse that either money or time is 
tight, and they actually never get around to it. 

A simple calculation by a financial planner can 
determine the lifetime wealth bracket you will need 
in the event of disability or death of a spouse. We 
can fund this with a calculation of investments and 
assurance. The role of assurance is very important in 
this regard. You simply need to insure yourself against 
whatever the shortfall is between what you already 
have, and what you still need to gather to meet your 
lifetime wealth requirements.
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commits to drawing up the Will, it is critical that its 
provisions be clear and effective.  
 

QUESTIONS TO CONSIDER ARE:

• Why is this topic making me uncomfortable?

• Am I procrastinating?  

• How will your assets devolve at your death?

• Does the transfer of the asset make sense from a 
practical point of view?

• In the event of failure of a beneficiary to inherit, 
who is the alternative heir?

• Are minor children involved?

• What happens in the case of divorce of a 
beneficiary?

• What happens in the event of total failure of the 
beneficiaries?

• Is there enough liquidity to pay all administration 
costs and taxes, or would assets need to be sold?  
Will your wishes still be intact in this event?

All possible scenarios should be dealt with to ensure 
your actions don’t have effects that differ from your 
initial wishes.

Solving unreasonable and irrational practicalities in a 
Will usually results in delays with finalisation of the 
estate and burdens the estate (and beneficiaries) from 
a financial perspective.

Beneficiaries may have to sell their shares in the 
family business to ensure that the wishes are met or 
enter redistribution agreements that don’t necessarily 
concur with the wishes of the testator purely to ensure 
practical devolvement of assets to finalise the estate.

Another scenario, which occurred with one of our 
clients, involved foreign assets.

The client, Mr Sloth, had an uncomplicated Will 
drafted. After he passed away, we began to administer 
his estate, and it came to our attention that Mr Sloth 
in fact owned a property in Turkey. This had not been 
brought to our attention previously, and no mention 
had been made of the property in the Will.

WE ALL WORK HARD. IT IS CRUCIAL THAT 
WE ENSURE THE FRUITS OF OUR LABOUR, 
THE ASSETS WE INTEND TO PASS TO FUTURE 
GENERATIONS OR LOVED ONES, ARE PRESERVED. 
IT WOULD BE HEART-BREAKING TO SEE THESE 
LOST OR ERODED BECAUSE WE FAILED TO TAKE 
THE FEW HOURS REQUIRED TO FINALISE A WILL. 
WE LET THE SIN OF SLOTH TAKE-OVER WHAT WE 
KNOW IS BEST.

Drawing up a Will is fundamental to generational 
wealth. It can determine your family’s future when 
you’re no longer around. Death can happen suddenly, 
and you’re not having a Will – or a Will with unclear 
provisions – leaves your loved ones exposed. 

We all get overwhelmed by the thought of death, 
it makes us feel uncomfortable, it makes us scared, 
what happens when we get pushed to a topic we 
don’t want to face, we procrastinate. We become lazy. 
The hard work we have done over our lifetime now 
gets washed down the drain because we are slothful. 

It is dangerous to be in denial about a Will, to 
procrastinate, or to have a “my-family-can-decide-
amongst-themselves” attitude. Even once one 

FOR AN EFFECTIVE WILL, CONSULT A SPECIALIST. AND DO IT NOW!
By Kezia Talbot, Legal Adviser
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If one has property, and specifically fixed property, 
offshore, have an expert in that jurisdiction advise on 
how best to structure your Will dealing with that asset, 
so as to save your heirs considerable time, money and 
frustration. 

The same can be said for local assets. The best advice 
is always to consult a specialist, who will help you to 
plan properly to preserve your wealth and look after 
your loved ones.

The best time to act is now. Death is not an easy 
topic, but it shouldn’t be made harder through 
procrastination.

Whilst we were able to deal with all other assets and 
liabilities in the estate, we have been left with the 
challenging task of trying to sell the Turkish property. 
Amongst other ‘speedbumps’, it has taken five years 
and counting to administer the estate.

The property is situated in a foreign jurisdiction 
with completely dissimilar laws to our own, with 
strict procedures for recognising a foreign Will and 
appointing a representative of our local executor in 
Turkey. 

Notwithstanding the time factor, these processes in a 
foreign court have cost the estate thousands of rand 
in legal and notarial fees. A fraction of these legal 
fees would have been better spent by Mr Sloth on 
obtaining specialist legal advice, and having a foreign 
Will drafted. No doubt, the heirs could have done 
with the additional inheritance as well.

“The best time to act is now. Death is 
not an easy topic, but it shouldn’t be 
made harder through procrastination.” 
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