
 

 

 

Investing 
Vs 

Speculating 
Part 1 

  

 

 

 



For this article we really want to step aside for a little time from the COVID-19 
discussions and predictions about how the effects of this virus is going to affect the 
economy. 

So, we thought we'd go back in a way to investing 101. 
 
Please note that this is a 2 part article, so look out for part 2 to follow in the next few 
days. 

We recently received a question from a publication, posed by one of the readers 
which asked whether it would be prudent at this time to access capital out of 
mortgage bond of a rental property and invest this capital offshore? 

Our response was appropriate, but it got us thinking about the difference between 
investing and speculating. In our opinion the reader’s question was going into the 
realm of speculation rather than a disciplined investment strategy. 

We have been in the investment industry for many years and it still always amazes us 
how the human condition always ensures that we lend our ears to those who have 
supposedly achieved the impossible. 

You know the stories we're talking about, the ones you hear around the braai on 
Sunday with a beer in your hand. Where there is always that one person talking about 
how their friend has made a huge return in (Fill in the right investment here) and now 
they are billionaires buying 4 storey homes in London, Italian sports cars and a boat, 
just off this one “investment”. 

Our first thoughts when hearing such stories is that: 

a.) this person is usually the loudest one at the braai/bar/party and usually the one 
that has had way too many beers. 

b.) is out to try and impress the rest of us because they know the coolest people. 

c.) probably doesn’t actually know this person and this is a 3rd or 4th hand story and… 

d.) they do not know what happened long before this particular investment actually 
paid, similar to those stories told by the gambler who tells you how much they won at 
the casino the night before but, never tell you how much they lost the 5 years prior to 
this last win! 

What we've learned over the years in the business is that investing is serious business! 

You can compare investing to your personal fitness, healthy eating and going for your 
six-monthly dental check-up, investing is a discipline. A discipline where like personal 
fitness the daily gains are marginal, like small bites at a whole cooked elephant on a 
plate. Sometimes when you look up, you think is this all I have done! But if you carry 
on slowly, slowly, you see the results, then one day you realise how far you have come 
along this path. Then finally the realisation is there, that's because you have achieved 
growth on your capital and now the amount you have grown your capital by is 
growing. We like to call this stage “the quickening”. 

When one gets to “the quickening” stage this is where investing gets interesting. If at 
this stage you have enough capital put away so that no matter what life throws at 
you, you and your family will not feel the effects of unforeseen events too badly, then 
you can take a small amount of money, put it to one side (of the money you have 
already put aside, you take a small percentage of that money and put that small 
percentage aside…get it?), this small amount is the “money for speculative 
investment”. 



 

In technical investment terms, the bigger part of your portfolio is often referred to 
the “core” of your portfolio and the tiny piece you are speculating with is referred to 
a “performance sweetener” or even the “satellite”. 

For example: Let’s take Mr A. He starts a monthly investment of R5,000 per month 
which grows at 7.5% per year to which he increases his contribution by 6% per year for 
15 years: 
  

 

 

Disclaimer: This is a hypothetical example and should not be taken as investment advice. The growth on 
the above illustration assumes growth added at the end of the year and not accrued through each month of 
the year.  

In this example; at the end of the 15 year period could Mr A put aside say R200,000 
(About 8.5% of the capital value) and place this amount in say Naspers shares listed on 
the JSE thereby perhaps boosting his return by achieving a quick 12% return in this 
small investment? Yes, he could. Would he be taking a risk on this capital? Yes, he 
would but, in overall terms this speculative investment could very well boost the 
return on his overall portfolio, without risking the whole portfolio as a whole. 

As the above example demonstrates, it is the discipline of investing all the time in 
well thought out and proven strategies that builds your wealth solidly. We all love 
watching movies about Wall Street bankers that do big deals, build their portfolios in 
leaps and bounds and then go out and buy themselves a jet. 
 
The truth is though, most of the investment institution offices around the world are 
quiet, disciplined places of work where the brightest mathematical minds work on 
financial models which look at disciplined responsible ways of growing your invested 
capital at the lowest risk level possible.



 

To Be Continued....
  
Look out for part 2, where we'll be telling you about the investment strategy we 
believe in and follow... 
 
Stay safe, stay healthy, stay inside. 
 
The Technical Department
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