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Down to earth advice for 
savers and investors from 
independent investment
commentator Mary Holm

Many of us dream of overnight wealth. Even those who 
don’t feel the need for much more money could, no doubt, 
find worthy causes to give the money to if it suddenly fell 
in their lap.
 The only trouble is that most people can’t get rich 
quickly without putting in heaps of 
time and/or taking risks that can 
also make them poor quickly 
– unless they inherit, are 
unusually lucky in a 
lottery or gambling, or 
commit a crime!
 The few exceptions 
are people with unusual 
talents, perhaps in the 
creative arts, sports or IT, or 
those with a particular ability 
to sell something – such as Get Rich 
Quick books!
 When you think about it, there can’t 
be other ways of getting rich quickly and 
comfortably. If there were, we would all 
do them. That would rapidly 
push up the price of inputs 
and spread the gains thinly, 
to the point that they could no 
longer be regarded as riches.
 We less talented folk, then, are left with 
the following options (apart from breaking the law!):
• Investing heavily in start-ups, mining or hi-tech 
companies or other high-risk shares
 It's quite possible to gain hugely – or lose all your 
money – by investing heavily in a single high-risk 

company. You can, though, reduce the chances that you 
will come a cropper if you spread your money over several 
such companies.
 Sure, that will also reduce the likelihood you will do 
enormously well. But it’s a good risk/return tradeoff.

 While high-risk companies are 
more likely than others to 

go belly up, many don’t. 
They struggle along, 
sometimes for years, 
and then do well. 
It might be a case of 
getting rich slowly. So 

patience greatly improves 
your chances.

Don’t, however, use money 
you might need for other 

purposes. There are absolutely no guarantees.
• Trading in shares, options, futures or other 
financial instruments, using a computer 
program or other analysis
 Many people learn about these methods at 

seminars. And some claim to have 
done well with them – although 

usually they have been trading 
for a relatively short period. 

 Their early success, which is 
probably simply luck, prompts them to 

invest more.  Often they end up with substantial losses.
 Others are less successful from the start, but the seminar 
promoters claim that is because they haven’t followed the 
system closely enough. They press on, more diligently, and 
might do well for a while. But only for a while.
 Many claims are made for trading financial instruments. 
I've yet to be convinced that any of them work – especially 
after you allow for the high costs of frequent trading and 
possible tax on capital gains, to say nothing of the costs of 
the training, computer programs and so on.
 Ask yourself: If somebody does find a way to make 
money by analysing markets, why would they share their 
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Can you get rich quick?

LOTTERIES, HORSES & CASINOS
The quickest and easiest way to get rich is to win 
at gambling.
 Remember, though, that the people who run these 
activities need to cover their costs and make a profit 
before they pay out prizes.
 That means the average gambler will, over time, 
put in more money than he or she wins.
 Unless you are unusually lucky, or perhaps in 
some cases have more knowledge than most people, 
gambling won’t make you rich.
 Still, you may be willing to lose more than you 
gain in exchange for the entertainment.

“Prudence keeps 
life safe, but does 
not often make it 
happy.”  Samuel Johnson
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You’re welcome to send 
questions to From the Mailbox. 
Email them to maryh@pl.net, 
or mail them to P.O. Box 8520, 
Symonds Street, Auckland. 
Please include your phone 
number. Unfortunately, Mary 
can’t answer all questions 
in Holm Truths, and cannot 
correspond directly with readers.

HELP ON THE INTERNET
You can get more detail on how 
much money you can afford to 
spend in retirement by using 
the “Managing your nest egg” 
calculator on the Retirement 
Commission’s website, 
www.sorted.org.nz
 It calculates your life expectancy, 
and tells you how much you can 

spend if you want to use interest, 
dividends, rent and other income 
only; use up your savings in equal 
amounts each year; use up your 
savings but spend 5% less each 
year, and so on.
 Couples can also allow for a 
decrease in spending after the first 
person dies.

Holm Truths Crossword Solution

regular intervals to make this simpler.
 These numbers might disappoint 
you. You’re probably receiving 
somewhere around $60,000 a year, 
before tax, on interest alone these 
days.
 But the tax makes quite a 
difference. So does the fact that, 
under our proposed plan, your 
spending can increase by inflation. 
 Still, given that after-tax deposit 
interest is a fair way above inflation 
these days – and given that you are 
likely to want to spend less in future 
years – it wouldn’t be foolish to err 
on the generous side now and spend, 
say, $65,000 or $70,000 a year for a 
few years.
 And you could quite justifiably 
blow $100,000 on a world trip or two 
in the next little while.
 Keep an eye on how you are doing 
by making the same calculation as 
above every year or so. If your health 
stays good, you might want to push 
your life expectancy up by a year 
every few years. 

Potential worries:
• Gardening and housekeeping help
When you can no longer do these 
tasks yourself, you are likely to be 
spending less on travel, entertainment 
and so on. Your $60,000-odd should 
cover that comfortably.
• Nursing home expenses
Care in a high-quality home typically 
costs around $40,000 a year for one. 
If you are both in a home, you could 
cover the extra costs by selling your 
home. If all else fails, the government 
will pay for you.
• Living to an unusually old age
One way to deal with this is to plan 
to leave a certain amount to charity. 
Subtract that from the $850,000 before 
making your calculations. Then, if you 
run out of spending money at 90, 95 
or 100, you can become the charity!
Or you can make use of the equity 
in your home. Possibilities include: a 

home equity release scheme; moving 
to a cheaper home; subdividing; 
taking in a boarder; or converting 
part of your home to a flat.
• Finance company failure
You have $80,000 invested in a finance 
company. Even if it’s a lower risk 
company, there is still some chance it 
will fail.
 Note, too, that the amount is 
relatively small. Assuming the company 
doesn't fail, the extra return won’t 
make much difference to you anyway.
 Given your strong position finan-
cially, I suggest that when that invest-
ment matures you transfer the money 
to a bank. You don’t need the worry. 
 Someone of your age with more 
financial knowledge might invest 
partly in high quality corporate bonds, 
which tend to have higher returns 
than term deposits. Again, though, 
you don’t need to, so why bother.
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