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To be financially successful is 
not difficult, in fact it is quite 
simple when looking at what 
you need to do to achieve 
financial success.  

Unfortunately simplicity does 
translate to easy. As an 
example; as a population we 
have a problem with obesity 
which in and of itself isn’t 
complicated, we all know` 
that if we consume less 
energy than our bodies 
expend than we will be 
required to use our fat as a 
source of fuel and we’ll lose 
weight.  

This is pretty simple but it is 
evident that as a population 
this is not easy to do.  

The formula for financial 
success, like mainlining a 
health weight, is pretty 
simple: 

Spend less than you earn, 
then repay your debt and 
invest until you have 
accumulated sufficient wealth 
to fund your future. 

While the formula is simple, 
for many it is not easy and 
often our finances are one of 
the main causes of stress in 
our lives.  

Here I am going to look at 
many of the common errors I 
see those who I have worked 
with have made and what 
you can do to ensure you 
don’t make the same 
mistakes and you are able to 
get the most out of your 
finances and avoid the stress 
that managing money often 
creates.  



Common Error: 
Not sure what is required for 
a comfortable retirement and 
no plan to get there 

To start with let’s look at the 
final part of the formula for 
financial success. 
Accumulating sufficient 
wealth to fund your future.  

One of the main causes of 
financial stress is a fear that 
you will not have enough to 
retire. Historically at least this 
is a relatively new problem. 
When the aged pension was 
created in Australia the 
pension age was 65 and the 
average male life expectancy 
was 55. Over the course of 
the following century this 
improved so that a male 
born in 2015 can be 
expected to live to 80.  

Few would argue that this is 
a bad thing but it does 
create a problem that the 
generations that came 
before us did not need to 
deal with.  

How do you fund potentially 
more than 20 years of 
retirement? 

It is clear that the pension 
system was not created with 
the intention of the taxpayer 
funding the costs of large 
portion of the population, 
few would make it to 65 and 
those that did were not 
expected to make it much 
longer than that. With an 
ageing population we also 
will struggle to maintain a tax 
base that can fund the 
growing number of 
pensioners.  

In recent history we have 
seen these issues flow 
through to an increase in the 
minimum age for the 
pension to age 67 and 
discussions of increasing it 
further to 70, we have also 
seen the rate at which the 
pension is increases over 
time reduce.  

Assuming over time we are 
going to need to become 
more self reliant to fund our 
retirement we need to work 
out what a comfortable 
retirement will aurally look 
like. The Association of Super 
Funds Australia has 
estimated that for a 
comfortable standard of 
living you need $43,695 pa if 
you are single and $60,063 
pa if you are a couple. To use 

this as a guide assuming you 
retire at 65 and live until 85 
than you would need 
$739,000 if you are single 
and $875,500 as a couple in 
investments  to self fund your 
retirement.*  

This is a good guide but as 
this is based on the average 
live expectancy, half of the 
population will exceed this 
age and still face a shortfall.  

Also what you define to be a 
comfortable retirement 
could be significantly more 
expensive than this and if 
your current cost of living is 
greater than this amount it 
may be difficult to cut your 
spending. In any case using 
this as a rough guide you can 
create a plan to achieve this. 
The following table shows 
the annual contribution 
needed to accumulate the 
required investments 
assuming you are starting 
from a net investment 
position of zero*. 

(*Note this is calculated on a 
5.09% return as the average 
performance of a balanced 
fund over the past 10 years) 

Years to Retirement Annual Investment required 
(Couple)

Annual Investment required 
(Single)

40 $6,738.38 $4,376.24

30 $12,331.94 $8,008.98

20 $24,926.32 $16,188.40

10 $65,878.03 $42,784.49



Common Error: 
Not tracking spending or 
focussing expenditure on 
what is most important. 

Having looked at a rough 
guide for what is required to 
be able to fund a 
comfortable retirement  we 
can look at the first part of 
the simple formula for 
financial success Spend less 
than you earn.  

The cause of many peoples  
financial stress comes from a 
feeling that their day to day 
expenses are not in control 
and concerns about making 
ends meet. The simplest way 
to remove this stress is to 
prepare a budget that 
encompasses all of your day 
to day spending so that your 
regular expenditure is 
planned for and you not only 
are comfortably living within 
your means but you are also 
capable of building for the 
future. 

For too many the use of a 
budget is often used like a 
crash diet, starting with great 
ambition and a desire for 
instant results leads to a strict 
approach and cutting out as 
much spending as you can. 
Unfortunately this, like most 
crash diets, fails to yield long 
term results as firstly it is not 
an enjoyable way to live and 
secondly even small 
setbacks can make it seem 
unachievable. 

To properly take control of 
your cashflow a budget 
needs to be aligned to your 
goals and values. It needs to 
make your life easier and 
ensure you can enjoy it. As 
such the right place to begin 
with your budget is to 
looking more broadly at your 
main goals and values; that 
is, what is it that is most 
important to you and what 
has the most positive 
impacts on the quality of 
your life.  

These goals and values will 
be different for everyone and   
may vary from things like 
spending time with your 
family or friends, travelling, 
upgrading your house or 
even buying your first  house. 
Irrespective of what your 
goals are the first step in 
taking control of your 
budget is to identify them 
and write them down.  

Once you have defined your 
goals, start by looking at 
your existing spending 
patterns and comparing how 
these relate to those values 
and goals you have deemed 
most important. A useful 
exercise is to look through 
your past month or two of 
credit cards and bank 
statements to determine for 
each item of expenditure did 
this relate to one of your 
values or goals.  

Looking at each expense: 
1. Which goal/value does 

this relate to? 
2. If it doesn't relate to a 

goal/value why are you 
spending money on it?  

3. Is this something you 
would be able to 
remove or substitute for 
without impacting on 
the enjoyment you get 
out of your life? 

4. How much have you 
spent over the past 
month on things you 
don’t value? 

  
For many of us who don't 
give too much concern to 
our spending there can be a 
huge amount being spent on 
things we don't value and 
this  

Once you have done this you 
can look to construct a 
budget that will incorporate 
all of those things which you 
value and it will make it 
easier to avoid those 
expenses which do not align 
with your goals. 

Ultimately a values based 
budget is more about 
aligning your day to day 
financial decisions of where 
to spend your money with 
your goals and changing 
your mindset when looking 
at spending money to ensure 
your spending habits 
improve your life.

Common Error: 
Overly complicated banking 
structures 

Outside of general 
budgeting, another issue 
that can contributes to 
feeling that your finances are 
not in control is having an 
excessively complicated 
banking structure. By 
holding multiple bank 
accounts, savings accounts, 
credit cards, and other loans 
it becomes more difficult to 
track .  

Often this complexity slowly 
increases over time and you 
don’t really notice it so it is 
good to regularly review 
your banking. The more 
complicated your day to day 
finances are the more effort 
that is required to manage it. 
Ideally you want to have as 
much of your banking 
consolidated so that you can 
quickly and easily oversee all 
of it and track what is 
happening with your money. 

If you have multiple savings 
accounts look at whether 
they are necessary, if you 
have multiple debts then you 
may be able to look at 
consolidation strategies to 
reduce your interest expense 
and accelerate the rate at 
which you can repay them. in 
any case by reducing the 
complexity of your day to 
day finances you will make it 
easier to manage and feel 
more in control. 



Common Error: 
No/insufficient emergency 
savings 

Unfortunately we can never 
plan for everything and there 
will always be unexpected 
events which throw a 
spanner in the works. 

The ME Bank household 
financial comfort report 
found that in 2017 over one 
in four Australians have 
savings of less than $1,000. 
This means that for many 
Australians even small 
unexpected expenses can 
have a massive impact on 
their financial position and 
overall stress levels.  

The choices that many 
people without a savings 
buffer face should an 
unexpected expense/
emergency arise is to: 
1. Go without 
2. Seek assistance from 

friends/family 
3. rely on credit and 

accumulate debt 

None of these are ideal and 
all of them can add further 
stress to an already stressful 
situation.  

To prepare yourself for an 
unexpected expense you 
should look at what could 
potentially happen to you or 
your family and determine an 
appropriate buffer that 
would cover any of these 
emergencies. This is not 
always the easiest thing to 
do so start a good place to 
start is what unexpected 
expenses you have had over 
the past few years and work 
out how much you would 
have needed to cover these. 
Generally for most people 
this buffer sits somewhere 
around $5,000-$10,000. 

If you are one of those 
Australians with less than 
$1,000 in savings, assuming 
you don't have any current 
high interest debts than you 
can start with your budget to 
set a savings goal to put 
aside each week/fortnight/
month and gradually build 
this up. 

If you have existing high 
interest debt it it will be most 
likely to pay this down first as 
the cost of the debt can be 
expected to be greater than 
the after tax return on 
savings. You should also 
ensure that you focus on 
those debts with the highest 
interest rates first and as you 
gradually pay them down 
you will maximise the funds 
available to pay the rest off. 

Common Error: 
reliance on credit cards and 
personal debt. 

Australia has a substantial 
credit card balance; 
cumulatively we owe just shy 
of $32b in credit card debt. 
With the average balance on 
a credit card sitting at $4,081 
and the average credit card 
holder paying nearly $700 
pa in interest. 

Where used properly credit 
cards allow you to leave 
more of your money working 
for you until the balance is 
due and some people may 
spend enough to make the 
points worthwhile however 
as soon as you have any 
outstanding balance the 
interest cost will quickly 
outweigh the potential 
benefits.  

One strategy many people 
consider when they have a 
balance owing on their credit 
cards is a balance transfer to 
a new card.  

When asked about the 
customer experience of 
balance transfers the Group 
Executive of Retail Banking 
Services at CBA stated 
“customers increase their 
debt and many do not pay 
off the debt before the end 
of the offer period… it could 
be characterised as a debt 
trap” 

If you are looking at this 
strategy, to avoid this trap 
you really need to ensure 
that you don’t use the card 
that you transfer the balance 
to and cancel your old card 
so that you don’t build up 
the balance again. 

It’s always harder to repay 
the debt than it is to get into 
it so with an appropriate 
level of emergency savings 
in place and a good handle 
of your budget you should 
be able to avoid 
accumulating any significant 
credit card/personal debt 
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Common Error: 
Invested in the wrong asset 
allocation and being over/
under exposed to growth 
assets. 

Once you have a good idea 
of how much you need to be 
saving/investing and have an 
appropriate budget in place 
where you are consistently 
saving what is required the 
next consideration is what 
your should actually be 
investing in. 

One of the fundamental 
principles of investment is 
that risk and return are 
related. For many risk is a 
term that defines the 
likelihood of a loss; In a 
financial context risk is 
simply the way we measure 
the variability of returns.  

Defensive assets like cash 
and fixed interest are low risk 
as their returns (interest) are 
reasonably certain; however 
returns on growth assets like 
shares and property can vary 
greatly from year to year.  

As returns can vary by more, 
in order to invest, we have to 
expect that on average we 
are going to be rewarded 
with a higher return in the 
long run otherwise you 
would take the lower risk 
(more certain) option. 
What we have seen in 
practice is that on average 
over the long run growth 
assets have indeed 
outperformed defensive 
assets. looking at the below 
chart you can see that 
investing $1 in 1989 would 
have grown to $10.04 by the 
end of 2016 if invested in the 
Australian Share Market, 
compared to only $4.74 if it 
was invested in cash.  

What is also quite evident is 
that throughout the GFC in 
2007 growth assets like 
shares lost a lot of their value 
with a devastating impact on 
those who were approaching 
retirement who all of a 
sudden had less to retire 
with. 

Generally we look at the 
timeframe for investment in 
growth assets to need to be 
at least 7-10 years so if you 
are expecting to need to 
spend the funds in that 
timeframe you would want to 
allocate more of your 
investments to defensive 
assets. If however you are 
not going to be drawing 
down from your investment 
in that timeframe you can 
allocate more towards  
growth assets as you will be 
able to tolerate any periods 
of poor performance 
knowing that over the long 
run you can expect greater 
returns.  

Each investment asset class 
has had periods where it 
outperforms and so ideally 
you need to consider 
holding some component of 
each of them which is the 
next common error.

Common Error: 
Don't regularly review home 
loans and debt structures 
and no specific plan to repay 
debt 

When looking at financial 
security one of the first 
things people will state is 
important to them is 
eliminating their mortgage, 
however for the majority of 
people, once the have taken 
out their mortgage it is pretty 
set and forget. 

The first thing to look at 
when developing a plan to 
repay your mortgage is to 
regularly review it against 
what is currently available in 
the market. The market for 
home loans changes 
regularly and overtime there 
may become better options 
that will suit your position as 
it evolves over time.  

The other important 
consideration is what is 
actually going to be the best 
structure for you. There are 
numerous structures 
available, each having 
options that work well for 
different people depending 
on how they like to use their 
money. 



2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
34.21% 25.15% 9.23% 57.43% 13.05% 10.51% 21.64% 53.62% 32.87% 12.13% 17.41%

27.90% 17.05% 7.60% 40.86% 10.66% 5.00% 21.00% 47.00% 14.72% 11.99% 13.25%
24.27% 16.12% -24.92% 38.38% 9.28% 0.60% 20.85% 46.94% 13.36% 11.50% 13.18%

23.43% 10.28% -25.33% 36.19% 7.11% -5.55% 16.74% 24.54% 11.40% 10.16% 12.87%
22.98% 6.73% -26.80% 11.73% 4.66% -5.63% 16.08% 21.54% 10.37% 7.05% 11.73%
16.41% 6.63% -31.60% 8.03% 4.30% -9.08% 14.38% 18.06% 6.97% 3.35% 11.72%

11.74% -2.12% -37.21% 3.47% 1.69% -9.82% 14.06% 13.03% 6.93% 2.33% 8.02%
9.07% -7.18% -41.23% 2.11% 0.83% -9.94% 9.66% 2.87% 6.13% 2.14% 6.28%

6.02% -9.53% -41.23% 0.77% -1.94% -18.44% 6.58% 2.27% 2.69% 0.51% 5.24%
4.41% -20.87% -53.17% -1.80% -4.35% -21.43% 3.97% -0.76% -3.81% -4.30% 2.07%

Common Error: 
Limited diversification of 
investments 

The market generally works 
to price investments based 
on all of the information 
currently available. Prices will 
continue to change over 
time to reflect new 
information as it becomes 
known.  Without a crystal ball 
you can never know which 
assets are going to 
outperform from year to 
year. Looking at the below 
chart of the past ten years of 

historical performance there 
is no clear pattern for what is 
going to outperform from 
one year to the next.  

As such when looking to 
construct and investment 
portfolio it is important to 
hold investments in 
numerous asset classes to  
benefit from those that 
perform the best and limit 

the risk from those that 
underperform.  

At least when looking at how 
many people invest 
personally, many have 
limited exposure to different 
asset classes and even within 
their investments there is 
limited diversification 
amongst sectors or type. 

S&P ASX 100 Index 

S&P ASX Small Ordinaries Index
S&P Australia BMI Value Index 

MSCI World Index
MSCI World Small Cap Index

MSCI World Value Index
MSCI Emerging Markets Index 

S&P Global REIT Index (Property)
Bloomberg AusBond Bank Bill Index

Bloomberg Barclays Global Bond Index 

Common Error: 
Poor investor discipline 

Humans are not wired for 
disciplined investing. The 
latest Nobel prize in 
economics was awarded for 
work in identifying the 
mental errors people make 
when making economic and 
investment decisions.  

Many people make 
investment decisions based 
on emotions. When markets 
are cyclical this can lead to a 
reactive cycle of optimism, 
elation, nervousness and fear 
which often leads to buying 
when the market has 
experienced strong returns 
and then selling when the 
market has fallen, not a great 
way to grow your wealth 

Dalbar’s Analysis of investor 
behaviour found that in 
2016, the average equity 
Managed fund investor 
underperformed the S&P 
500 by a margin of 4.70%. 
While the broader market 
made gains of 11.96%, the 
average equity investor 
earned only 7.26%. due to 
investor behaviour and other 
factors in their control.  

Elation

Optimism

Fear

Nervousness

Optimism



Common Error: 
Multiple superannuation 
funds and duplicated default 
insurances 

At $2.1 trillion the Australian 
superannuation system is the 
fourth largest pension 
system in the world. With our 
employers obligated to pay 
at least 9.5% of our salary 
into superannuation it is not 
surprising that it is one of the 
main vehicles through which 
people hold their 
investments and wealth.  

As a retirement savings plan 
it also can be something 
which many people overlook 
and as people move from 
job to job it is quite easy to 
accumulate multiple 
superannuation funds.  

There are several issues that 
can arise from having 
multiple superannuation 
funds. Firstly duplication of 
funds can result in 
duplication of fees and other 
costs. There may be valid 
reasons for holding more 
than one superannuation 
account for example where 
you have a constitutionally 
protected and untaxed fund 
or a defined benefit fund 
which you want to retain; or 

you hold insurance cover 
within the funds which would 
not be able to be replaced. 
However, for most people 
the consolidation of multiple 
superannuation accounts will 
decrease their administration 
costs and allow their funds to 
grow faster.  

Secondly, most 
superannuation funds will 
provide some level of 
personal insurances (life/
total and permanent 
disability/income protection) 
by default when you open a 
new account. Australia 
generally has a high level of 
underinsurance and so on 
the whole this is viewed at as 
a positive however if you 
hold multiple super funds 
you may have multiple 
policies for which you are 
paying.  

Insurance is something to 
protect you in the event you 
suffer a financial loss and 
isn’t always cheap. It is worth 
paying for when you need it 
but if you don’t need it you 
shouldn’t be paying for it. For 

those with multiple funds 
and multiple insurance 
policies the result can be 
paying significant insurance 
premiums which can have a 
big impact on your final 
superannuation balance at 
retirement.  

As these insurance policies 
are often set up default and 
can still be quite expensive it 
is very important to check 
you are actually going to be 
covered by them and they 
are suitable for your needs 

Fortunately it is quite easy to 
track down where all of your 
superannuation is using the 
ATO app on the mygov 
website. Once you know 
where all of your funds are 
you should consider which 
fund is best suited to you in 
terms of features it offers as 
well as cost.  

If you are not sure where to 
start a financial adviser can 
provide you with direction.

Common Error: 
Poorly implemented or no 
estate planning including not 
making nominations within 
super or making invalid 
nominations. 

Few of us like to consider our 
own mortality however for 
anyone with a family or 
anyone dependant on them 
it is important to ensure that 
you have adequate plans in 
place to ensure that your 
assets are going to be 
protected and passed on in 
accordance with your wishes.  

This is a quite simple to put 
in place and a short 
discussion with a solicitor 
can get you on the path to 
preparing a well considered 
Will and Power of Attorney.  

A will ensures that all of your 
estate’s assets are dealt with 
in accordance with your 
wishes however 
superannuation falls outside 
of this and is not dealt 
directly with a will unless the 
funds are to be directed to 
the estate. The main thing to 
be aware of is who you can 
make a nomination to within 
your superannuation, You 
can only nominate to have 
your superannuation paid to 
a spouse, a child or any 
person who is financially 
dependant on your or whom 
you have an interdependent 

relationship with. Any 
nomination that does not 
meet one of these 
relationships is not valid and 
the fund will ignore it and 
pay it to whomever the funds 
trustee chooses. 

The other thing to consider 
with nominations within 
superannuation is that unless 
you have prepared a binding 
nomination the 
superannuation fund is not 
compelled to follow to your 
wishes and can still choose 
to pay it to someone else.

Where to begin: If you have any questions 
about your own finances or 
have not reviewed your 
current situation for some 
time  we can provide you 

with a comprehensive review 
of your financial position and 
provide you with direction 
on where to proceed from 
here. 
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