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FINANCIAL PLANNING

Less pain, more gain - really

) APPY PEOPLE make better
Investors. That's the claim of Arun
3 Abuy, one of the grandfathers of
financial planning in New Zealand and
Australin, now turned happiness author
with his boak Hote Much is Enough, out in
+ ‘Australin and soon to be pubitished here,
It's & beguiling conclusion, and one
that should imply that New Zealanders,
“'recently ranked 18th happiest nationality
in Lefcester University's global happiness
survey, should be among the world's sav-
viest investors.
We are patently not (look at our track

record speculating on things like car H--

cence plates, Gold Coast property, finance
{campanies and overpriced Inner city
apartments) but Abey ken't talking about
what you or I might mean by happiness.

“It's not about having a happy dispo-
(sltion. What | am talking about is a sense
|af innesy, wellbeinggand copteptment,”
| Aboyaay's“For “T1at eentury
|provides the plmllnll{y o live in auth-
|entic life however you define it. That's a
| great opportunity, but also the great chal-
|lenge of the 21st century,”

In developed countries, there is suf-
|ficient wealth available for people to indj-
(vidually lead lives that suit them best and
|bring that deep sense of contentment —
jeven if most of us fail to manage it.

The authentic life of a miser might not
‘be your or my idea of a good time, but as
long as it brings that miser that sense qf
inner conteniment, they have achicved
Abey’s brand of happiness.

Such people, Abey believes, are much
less. likely to be hijacked by another's
definition of financial success and
deceived about the risks of attaining it,

‘They not only have the independence
wof mind to defy herd instincts, but they
so have the energy to use it §

"
.
&

In short, they are not victima of the
“learmed helplessness™ of American psy-
chologist Robert Sellgman, facing the fu-
ture with an impassive accoptance rather
than attempting to take control,

Abey, who brings insights from
decades In the business (he helped set up
ipac, one of the largest financial planning
firms in Australa, and in New Zealand
Spleers was sot up mirroring fpac's busi-
ness model), says: “Through studying the
psychological literature, 1t is hard to es-
eape the conclusion that long-term suc-
cess with money, including investing, is
impossible to separate from more general
success in life.

“Generally, we have observed that
those people who have the greatest sense
of contentment in [ife are also the best at
adopting sensihle focused [nvestment
atrategies.”

The trouble is many people take
having money for suceess, and the nult-
billlon advertising industry is working
hard to cement that idea, Abey says

But, he adds: “There's compelling evi-
dence to suggest that the porsuit of
maney simply to buy more and more, or
to keep up with the Joneses, can make us

Beyond & certain low minimum level of
wealth necessary to feed, clothe and shel-
ter an individual, money does not bring
substantial improvements In people's
happlness, siys Abey.

That perhaps explaing the current
Western focus on happiness, as people
realise decades of remorseless growth in
‘witalth has not made us happler, though it
has clearly allowed people in the West to
live longer,

It's tempting to read Abey's
eonclusions as suggesting people should
forget about the maney and alm to live
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The search for the magic
ingredient that can turn hopeless
investorsinto financial whizzes
led money expert Arun Abey to
happiness, writes Rob Stock

.I THE WISDOM OF ABEY

| samething: ;
uﬂum"mw mmmwhmumm
amm.mm mwmmm

8. Bewarefalsa accountin

ou smme

mmmwmsﬁm butcostyou S4tabuy, $10in
financeinterest costs, mmwmmmm.mm

authentic lives, and the money will fol-
low, but there's a complicating factor.
“Research conducted by lpac found
there was only one essential factor
parating peogle who rated:themselves

l*:eu Tighly satisfied with thefe lives from.

those who felt vulnerable,” says Ahey,
*“This was a senso of fealing in contral of
their financial situation. It applied
whether someone was making o six-
ﬂmm I.nruun.. or getting by in the mort-
gage bel

1‘huugh being & success with money 18
based on leading an authentic life, it does
not remove the need for a financlal plan
to suppart that life, siys Abey.

Part of the reason for that is there are
some aspects of money which do effect a
person's happiness.

One I8 that people with incoms cer-
tainty are happler than those who do not
have if. “There’s a strong link there”

ing enough maoney to maintain
our living standards in retirement can
hove a :remenr.lows Imp:m on our guality
of life and peace of
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That has a special meaning in tay's
New Zealand where those in their 3 30s
and 408, and perhaps even 50s wifind
the spending power of state retlment

n

and it did not make any difference. It did
not change behaviour. You need to go to
the inner person. You need o start off
with the happiness and wellbeing part.”

Abey, who admits to being a logical
lefi-brain person, tells this story of Sir
Isaac Newton, the physiclst who
enunciated the laws of gravity.

Newton Invested In shares In the
South Sea Company, set up ostensibly to
oxploit  burgeoning trade in the
Caribbean, South America and the Pacific
Squth SEns. In 1720 a speculative mania
dmve the share price up Newton, unable
to peconcile the price with the company’s
prispects, sold his shares for £7000 (then
il buge sum) dt a 100% profit,

He then watched the share price rise
and rise, and unoble to resist, reinvested
at he peak before the mania and the
butsle expluled He lost £20,000.

drives us, only what it does is drive us to
do things like invest at the peak of
markets, when everyene else |s saying
it's n great idea, and to sell.-up when
things have taken a dip. when everyone
else fs dolng it

That's incredibly destructive on
wealth, says Abay. One study from the US
showed that such behaviour means some
investors are capturing as little as a quar-
ter of sharemarket refurns.

Other heuristies include putting more
faith in recent information than older in-
formation, that fear motivates us more
than greed, and that the pain of loss is
twice as strong as the pleasure of an
equivalent gain

All these mental short-cuts undermine
aur nvesting ability.

The unly way to defeat what Al
calls this "enemy within" is to build a
financial plan with a properly qualified
(no lesd thun a'eertiflod financial bl
or CFP, will do for Abey) and experienced
financial planner, and stick to it

That can build a buffer against things

provision dropping and mnmmcwmuﬂa Intelligence
perhaps thie Sige of entitlenen In its6lf 5 w0t enough.

Abey says the 21st It hes Ilong = been
century  may  have lll'li | known that people are
brought unigue subject to what
apportunities, but it has beh yehal
also brought the fmpera- mam d” "‘i glats  call b;ha\dm‘nl
tive for individuals to heuristics: mental and
amass sufficient wealth llppE.’lti] I]‘K‘l'faﬂ ‘behavioural short-cuts
to fund retirements that l'hafm ‘ which cause us to make
can last 30 years. Fﬂ)plﬂ 1 bad dectsions.

Abey's focus on hap- Examples include

plness as a key to
finnnclal success grew
out of the bitter reallsation that ftelli-
gence and education do not appearo In-
crease people's chances of managinghelr
maoney, and investing well, and the sarch
for the factors that did

“Over the years, | thought finnclal
literacy was the answer, [ vrote

herding: in investment
terms the abllity to blind
oursdees, like Newton, o the true natire
of aninvestment's risk becanse others
are ping i,
mmmmmuomvemm
of Africa, vulnerable species
ke h\uana herd together, and we have
-in tampm terms - I'nl.]ed as modern

hundreds of columns for and
delivered lectures all over New Zglund,

adapt.
'Thfmunn to hmﬂu behaviour still
|

like the prop to invest at the peak
of markets, and panic and bail when
times are bad.

One drawback Is that there aren't
many good financlal planners around,
Abey says, conceding that the bad press
the advisory Industry has recently
received for sccepting commissions to in-
vest clients’ funds in dodgy finance
companies i justified.

But Abey, who has & financlal planner
himself despite possessing the knnw‘.lcdge
and ability to do it himself,
industry to uwmedbcsl prodession aeveral
hundred years ago, saying this century
will gee it grow up, become more profes-

jonal, and become one of the world's
most important industries,
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