FINANCIAL INDEPENDENCE THROUGH INVESTMENT GROUPS

Its not how much money you make, but how much money you keep, how hard it works
for you and how many generations you keep it for-Robert Kiyosaki
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Importance of FINANCIAL INDEPENDENCE?

Financial independence means having enough wealth to live on without
working

* Free from having to work for a living

Free from having to worry about paying rent and other bills on time

* Free from other obligations

* Avoid unnecessary debt in old age and on retirement

* Free from worries of redundancies/downsizing

* Planning for early or mandatory retirement on attainment of

certain age
* Mitigating the risk of permanent incapacitation
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When do you plan for FINANCIAL INDEPENDENCE

e Start investment plans as early as possible-preferably while in the 20’s or 30s

e Save about 10% to 20% of gross income every month

* Late start say 40-50 years old equates to saving a larger proportion of income

» Start by getting rid of high interest rate consumer debts

 Start saving/investing to generate sustainable income to supplement pension when retired

* Do some contingency planning for issues such as divorce, sudden illness or job loss

* Lack of savings leads to longer working years or falsification of age to make up for lost savings
* Clarifying your vision sooner than later helps one’s readiness to kick off an investment agenda

* Don’t remain in employment too long

“The essence of any plan for financing old age is SAVING — to put aside some
part of today’s earnings for the future.”
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Preparation for investment and financial independence

 Start a savings/investment plan, keep savings and stick to your goals

e Save first and spend later-put a little more each month

* Plan for your lifestyle and budget for it-

* Consider investment options: (maintain a diversified portfolio of investments)
-property
-money market/insurance
-Equity (shares)

* Never depend on single income invest to create second income

* Make an investment plan and stay clear from emotional investing

e Share your vision with your spouse

e Cut costs mercilessly

* If in employment contribute to your employer’s retirement savings/pension plan

* Go on leave religiously-gives a sense of how you will spend the rest of your life
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LET ME TELL YOU
A SECRET:

IF YOUR SALARY IS YOUR ORNLY
SOURCE OF INCOME, YOU'RE
ONE STEP AVWAY FROM POVERT Y.
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Investment §§ Opportunity

INVESTMENT DECISION

LONG TERM SHORT TERM

REAL ESTATE MONEY MARKET
Property Fixed deposits/govt bonds
PENSION ViIIage Bank
Banki Nkhonde
" LIFE ASSURANCE y Katapila

P2P (crowd funding)

G EQUITY (LISTED AND NON LISTED SHARES)/OWN BUSINESS [
S GESI CONSULTANCR ]




What a wise man does

Ecclesiastes 11, 1: 2

Invest your money in foreign trade and one of these days you will

make a profit. Put your investments in several places-many places in
fact-because you never know what kind of bad luck you are going to
have in this World. [GNB]

JHoly
Bible
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Investment diversification and the 7 income sources

Real estate

Equity

Money market
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1. Rental income

2. Capital gains (realised only when property is sold)

3. Dividend income

4. Profit income through entrepreneurship either in partnership or sole
proprietorship

* Capital gains (realised only when shares/stocks are sold)

5. Interest income

6. Earned income through commissions or salary when one is
employed (do not remain in employment too long)

7. Royalty income through unique inventions (IPR) or through
franchising of business




Assuming 60 years retirement age

Age of a saver
55 years old
50 years old
45 Years old
40 years old
35 years old
30 years old

25 years old

Products available:
OLD MUTUAL
Tsogolo Savings Plan
Timba family plan

Years of saving

5

10

15

20

25

30

35

Advantages of starting early

1,200,000,000.00
Annual Interest -

8.5%
K50,000pm
3,722,121.87
9,406,920.82
18,089,317.66
31,349,947.55
51,602,915.50
82,535,285.56

129,778,312.84

10.0%

K100,000pm

7,743,707.22
20,484,497.89
41,447,034.62
75,936,883.60
132,683,340.28
226,048,792.48

379,663,805.18

NICO

12.5%

K150,000pm

12,415,911.63
35,537,021.97
78,593,525.55
158,774,039.09
308,087,481.12

586,141,374.59

1,103,937,807.54

1,000,000,000.00

800,000,000.00

600,000,000.00

400,000,000.00

200,000,000.00

8.5% K50,000pm

VANGUARD

Savings Protection Policy
Festive Advance Policy
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5 10 15 20 25 30 35

10.0% K100,000pm 12.5% K150,000pm

Little Genius Education plan
Cash Build Retirement Annuity Plan
Tertiary education plan

“Those who enjoy the large pleasures of advanced age are those who have
sacrificed the small pleasures of youth.”

Charles Carpenter




Measurements of financial health

* Periodically compute your net worth and prepare personal budgets

* Differentiate between needs and wants and follow the 50/30/20 rule
* |dentify high and low interest debt in your portfolio

* Assess your health and medical insurance coverage

* Manage your lifestyle inflation

* Create an emergency fund-3-6 months cover

* Plan your savings for retirement

* Approach a financial advisor for assistance

Assessment of one’s personal financial affairs is critical to financial independence
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Investment groups

Creation of wealth by like minded people

Pooling resources for sharing common financial visions and goals

Consortium acts as insurance and provides sense of security to lenders

Need for professional approach, patience and discipline

A champion(s) most likely informal to lead and follow up on issues

Communication and liaising with each other
Transparency, trust and accountability

It is equity not equality
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Group dynamics and conflicts

* Works well if within same age group and common interests

* Professional diversity is an important element-drawing on experience
and expertise

* Friendship and trust very critical for the success of groups

* Declaration of any conflict of interest

* Openness and commitment towards the consortium goals and objectives
 Social ties more important than serious business relationships

* Friendly and professional arguments are healthy for groups

* If not part of the group always brief and involve a spouse

* Entry Selection criteria very important and should be standard and
transparent
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The case of Investments Alliance Limited

* Investments Alliance Limited (IAL) is an economic investment portfolio empowerment company

* Was incorporated in 1998 by 18 young Malawian professionals

* Main objective at the time was to participate in the Malawi Stock Exchange which started operations in 1996

* A few members left the grouping in 2001

 Membership is now 13 composed of investment oriented professionals

* |IAL Jointly with strategic partners focuses its operations in investing in a few selected sectors of the Malawi economy

* |AL has equity investments in:
» Marsh Malawi Limited through a 100% owned subsidiary, Masomphenya Holdings Limited,
» TNM Limited,
> ICON properties
» OCL and MTL
» CDH Investment Bank Limited,

» Serenity through a subsidiary Lamya Corporation Limited and
* Has investments in the short-term money market

* Actively participates on the local stock market
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Sectors of investment intent

IAL harbours a strategic intent to invest in the following sectors and in strategic manufacturing companies:

FINANCIAL SERVICES
* Banks
* Insurance
* Unit trust and asset management

* Securities broking

FOOD AND TOURISM

* Gaming and leisure
* Accommodation, food and catering services

INFORMATION TECHNOLOGY

* Telecommunication
* Internet

PROPERTY

* Commercial and residential properties
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Governance

directors

* Has an investment policy

e Currently no full time employee
 Management by board of directors of seven
* Professional diversity on the board

* The board is supposed to annually meet four times

Consensus Accountable

oriemed

Participatory Transparent
GOOoD
GOVERMANCE

Follows the Responsive

rule of law

Equitable and

Effective and inclusive

Efficient

* Investment decisions usually made by investment committee

* Monthly accounts prepared by Graham Carr

* The company is audited by Deloitte since inception in 1998

* Has a policy on payment of professional consultancy fees to its shareholders and

* A shareholders agreement is in place
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Major Current Investments

IAL
m holding

TNM Plc Limited Telecommunications 1.03% Listed firm

CDH Investment Bank Ltd Banking 10.0% CDH Holdings Ltd
Marsh Malawi Limited Insurance broking 40.0% Marsh SA

ICON Properties Property 0.37% NICO Holdings
Lamya Corporation Ltd Property 38.0% None (so Far)
TransUnion Limited Credit Reference Bureau 10.0% TransUnion SA
Malawi Telecoms Ltd Telecommunications 2.22% MTL

Open Connect Limited Telecommunications 0.89% Harith Partners SA

Plus investments in the money market through Continental Asset Management
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Four year balance sheet

Up till 2016 the company did not have an
operating unit

Operations for Serenity commenced in
mid-2016

IAL has been profitable since 1999

Share subscriptions ended in 2014 and
company started paying dividends in 2016

Very liquid firm with growing net assets

Future growth dependent on company’s
investments performance

Looking for investment opportunities

performance

K'000 2016 2017 2018 2019
Total assets 2,259,925 3,325,537, 4,579,037 5,091,103
Current assets 92,751 131,706 194,799 63,549
Non-current assets 2,167,174, 3,193,831 4,384,238 5,027,553
Total Liabilities (53,569), (40,495) (27,460) (136,932)
Current liabilities (15,935)] (26,445) (13,410) (76,641)
Non-current liabilities (37,634)) (14,050)] (14,050) (60,000)
Shareholders equity 2,206,356 3,285,042 4,551,576/ 4,954,171
Total Book capitalisation |2,206,356| 3,285,042 4,551,576/ 5,014,171
Bank balances and cash 91,693 102,746 162,132 54,879
Diviﬂend paid 20,000 20,000 55,000 81,000

Dividend of K55m paid so far in 2020




Some known Malawian investment Groups

Investments Alliance Limited (12) e Ubunthu Limited (8) * Limodzi Investment Limited (5)
Lamya Corporation Limited (18) * Orchard Properties Limited (22) <+ Unity Investments Limited (8)
Kasaart Capital Limited (3) * |nvestmates Limited (10)
Savannah Investments Limited (4)  BBA 95 Investments Ltd (14)
Capital Fairways Limited (18 golfers) * Farmers Investments Fund Ltd
Infinite Limited (4) (67)

KKM Holdings Limited (3) e First Street Fund Limited (19)

NN&R Engineering (4)

Asamale Health Services (7)
Zomba Commercial Properties (12)
Golden Investments Limited (20)

here the
Investing should be more like watching paint dry or watching m\ﬁskcka‘,pens

grass grow. If you want excitement then take $800 and go to
Las Vegas-Paul Samuelson
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Challenges

* Leadership and members remuneration policy

* Collective decisions vis-a-vis risk averse members
e Subscriptions and share valuations methods

* Lack of commitment and passive shareholders

* Dominant and vocal shareholders

* Conflicts and formation of small interest groups

* Vested interests

* Confidentiality
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Assess the financial risks of INVESTMENTS

Before you can put a realistic INVESTMENT plan in place, understand
the five financial risks that can impact your INVESTMENTS:

* A longer lifespan- requires savings to last longer
* Inflation-impact on the future purchasing power of today’s kwacha

* An overly conservative asset allocation- may put you at risk for not being

able to outpace inflation

» A withdrawal rate-depleting assets too quickly (pair ownership of growth

assets with strategy to mitigate effects of Market volatility)

* Rising health care expenses-good example is MASM rates over past few years
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Pension Facts!!

* Income Replacement Ratio (IRR) measures the wealth of an individual at retirement. this is done by

comparing income before and after retirement

« Approved world standards prescribe an IRR of 70% - 80% (the 80% rule) of pre-retirement remuneration

« Before the enactment of the pensions law in Malawi, IRR was less than 20% on average

* |RR for Malawi is currently close to 30% - 40%

* Supplementary pensions is required to fill the gap

Paa Kofi Ankoma, (2018): Retirement Planning, The Key to Ultimate Freedom

A certainty-Pension benefits alone won’t be enough

-In any case annuities (pension scheme benefits) are taxable hence enhance

pension benefits with investments
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CONCLUSION

Start investing now if you have not yet started-
Talk to Investment advisors, form investment groups
Enhance your consortium/group by searching for additional investment opportunities

Invest in adequate assets that generate income to pay for all your expenses now and in
future

Invest in niche markets/sectors
Do not diversify too quickly

Needs a complementary supporting spouse to allow you to take risks




Conclusion.. . continued

w

Don’t rely on a salary alone regardless of how much it is-create another source of
income

Pension alone is inadequate to support one’s retirement

No one size fits all-different categories of financial independence

Do not support relatives who are unable to generate high income on their own-the
parable of the talents (Matt 25:14-30)

“For to everyone who has will more be given and he will have in abundance, but from the one who has not even
what he has will be taken away” v29
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Warren Buffett once said

Be when otheré
are and
only when others are
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