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The Building Blocks of a Solid Financial
Plan

A solid financial plan acts as a roadmap to achieving both short-term and long-term financial
goals. Whether you're planning for retirement, saving for a home, or simply trying to live within
your means, having a structured plan provides clarity and direction.

Imagine a financial plan that not only takes care of the rands and cents but also aligns with
your life goals and family needs. That’s the essence of a holistic financial plan — a roadmap for
your money that accounts for both the financial and human dimensions of planning.
Remember, your financial plan is your blueprint for financial success and security. It's never
too early — or too late — to create or refine one. The best time to plant a tree was 20 years ago;
the second-best time is now. The same goes for planning your financial future.

Building block 1: Budgeting

A budget is the foundation of personal financial control. It ensures that you live within your
means and allocate funds efficiently. Understanding where your money comes from and where
it goes is vital. Creating a structured plan for managing your income and expenses is of key
importance. We therefore believe that it is important to track your actual monthly expenditure
against your budget to make your budget a living document and part of your financial plan.

It is therefore Important to:

e Track income and expenses

« Differentiate between needs and wants

Effective budgeting thus leads to better decision-making and minimizes financial stress.
Building block 2: Emergency Fund

An emergency fund acts as a financial safety net in case of unexpected expenses such as
medical emergencies, job loss, or urgent home repairs. An emergency fund gives you piece of
mind. It should cover 3—6 months of living expenses and be easily accessible.

Building block 3: Debt Management

Uncontrolled debt can undermine all other financial efforts. Managing it responsibly improves

credit scores and frees up money for other goals. Effectively managing and paying down

outstanding debts is a vital part of a financial plan.

It is therefore Important to:

« Understand the difference between good debt (student loans, bonds) and bad debt (high-
interest credit cards)

e Avoid new unnecessary debt
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Building block 4: Insurance/Risk Planning

The risks we address here is the risk of something that can immediately happen to you. It is to
ensure that when you start your day, you and your loved ones are covered for all possible
eventualities that may occur such as getting a stroke, be in a car accident and suffer an injury.
This risk insurance protects your financial assets and ensures stability during major life events.
Choosing the right coverage prevents financial derailment from accidents, illness, or death.
Regular reviews of your risk policies are vital to ensure they match your current needs.

It is therefore Important to:

« Provide financial security for you and your family

» Prevent financial ruin in case of unforeseen circumstances

Building block 5: Investment Planning

A tailor-made investment plan aligned to your personal objectives helps you to grow your

investments for specific goals. The earlier you start investing, the more you will benefit from

the effect of compound interest. You also need to regularly review and adjust your investment

strategy based on changes as your life progress through different phases as well as

unexpected changes and on top of this changing market conditions.

It is therefore important to:

« Know, understand and take into account your personal risk tolerance, the risk required to
reach your goals, your capacity for risk, the time horizon for the specific investments as
well as your knowledge and experience of investment markets

e Choose an asset allocation in line with your risk profile
« Diversification of your asset allocation to manage portfolio risk

Building block 6: Retirement Planning

With life expectancy increasing due to better health care and personal wellness awareness,
personal retirement savings are critical. Although some individuals may be in the privileged
position where they have access to employer retirement benefit funds, this may be helpful but
not sufficient. There are many others in their working stages of life that must provide for their
own retirement savings. Starting early and saving consistently are key to a secure retirement.
It is therefore important to:

o Consider your retirement goals including retirement age and then make sure that you are

realistic in calculating what your expenses may be
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« Take into account existing and future medical expenses due to family history and current
conditions and the possible expenses

e Consider and plan how much you can save annually for retirement provision taking into
account possible tax concessions

e Monitor and adjust your retirement planning regularly to keep on track and make
adjustments

Building block 7: Estate Planning

Estate planning ensures that your assets are distributed according to your wishes and reduces

legal complications for your heirs. It is important to create a plan for your assets and affairs

after you pass away.

It is therefore important to:

e Ensure that you have a VALID WILL in place and regularly update your will to help protect
your loved ones

e Discuss the framework for when to put a Power of Attorney in place and/or when to apply
for curatorship

e Consider how to minimize tax and legal complications for heirs

Conclusion

A strong financial plan is not static — it evolves with life changes such as marriage, arrival of
children, job changes, and changed economic circumstances. Regular reviews and
adjustments ensure your plan remains aligned with your current and future goals.

A solid financial plan is personal, holistic and consist of multiple components.

By focusing on these building blocks, individuals can build a stable financial foundation that
provides peace of mind and long-term security.

Contact your Verso Wealth financial planner today or contact Verso Wealth at
info@verso-wealth.co.za. We will be more than happy to share our 186 years of cumulative
financial planning knowledge with you.

Written by Marietjie Oosthuizen CFP® who is a financial planner at Verso Wealth.
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