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“Failure to plan” 

is 

“Planning to fail”



Life Cycle Investing

• Life cycle theory (1970s) – each human has both 
human & financial capital. Now adopted into “Life-
cycle Investing”. 

• Person’s wealth = sum current financial wealth + 
present value their human capital (future earning 

potential) 

• Advocates – safe investments as “base layer” of 
personal wealth.

• Shifts focus from time horizon (when do risk profiling) 

to investor’s resilience (potential income) to stomach 
price volatility.



Life Cycle Investing

• Assume, people prefer to smooth their consumption 

across their lifetime.

Retirement savings – shifts consumption from high 
earning years to years when person no longer in 

workforce. 

Study Loans & mortgages – shifts in opposite 
direction.

Health Insurance – shifts from “good health” times to 

potential “bad health” times.



Savings & Investment
(Unit Trust)

Wealth

Creation

Financial Planning - NEEDS

• Financial needs change throughout life.

• Common needs :

1. Cashflow & Debt Management

2. Protect against risk

3. Tax & Zakat

4. Accumulate wealth

5. Distribute wealth



Islamic Financial Planning

• Scope more comprehensive – based on Syariah
principles (actions, transactions, techniques & 
instruments) in order for Muslims to achieve good life 
in this world & the hereafter.

• Parameters Muslim’s Financial Needs :

1. Wealth is entrusted to us as human beings.

2. Accountable to the tenets of Islam.

3. Worldly needs have direct implications on the 
needs of the hereafter.

4. Gain “falaah” (prosperity) here & hereafter.

5. Need to achieve good life in Islam (hayatan
toyyibah) crucial in drawing financial plan.



Islamic Financial Planning - Guide

Syariah guidance on Financial Planning :

1. Wealth/asset (al-mal) is a trust (amanah) from Allah & 
must be administered and spent in the way guided by 
rules of Allah (ahkaam)

2. Wealth/asset must be gathered/created from lawful 
means (halal) through honest efforts without 
engaging in giving or accepting usury (riba).

3. Properties/asset must not be left idle.

4. Wealth/asset must be protected, purified via zakat, 
distributed to rightful heirs.

Ref : Al-Baqarah 261, 286 & Al-Bukhara 278



Islamic Financial Planning - Needs

Syariah perspective on “Needs” of human kind :

1. Daruriyat – essential needs; without it society in 
extreme difficulty (clothing, shelter, food).

2. Hajiyat – needs of society; affects society in general 
(personal vehicle, family house, prime education).

3. Tahsiniyyat – complementary needs of society; 
preference of some segment in society (credit cards, 
leisure, tertiary education).



Islamic Financial Planning Advisory - Ibadah

• Muslims duty-bound to be actively involved.

• Islam is a way of life “deen” as how to live here & 
hereafter.

• 5 main objectives of Syariah :
1. Belief (al-din)

2. Life (al-nafs)

3. Mental faculty (al-’aql)

4. Lineage/family (al-nasl)

5. Wealth/property (al-maal)

Ref : Baqarah 188, Al-Nisa 161



Financial Planning - Objectives

• Financial needs & objectives change throughout life.



Financial Planning - Objectives

• Income & Expenses - change throughout life.



Financial Planning - Objectives

• Investment Plans are common tools in “Wealth 
Accumulation”  & “Wealth Distribution” stages. It is 
easier to implement once the “Basic Wealth 
Protection” is established.

Personal 
Financial 

Management 
Pyramid



Financial Planning - Needs

• Lifestyle changes affect financial situation and needs 
at different stages in life :

1. Marital status – single, married, divorced, 
widowed

2. Employment status – employed, unemployed, 
facing unemployment

3. Number of dependents – children, spouse, 
parents

4. Economic outlook

5. Education level & needs

6. Health status



Financial Planning - Needs

• For many, the ultimate financial goal is to gain 
Financial Independence/freedom.

• Some common personal financial needs :

1. Buy car, house

2. Getting married

3. Education fund

4. Retirement fund

5. Pilgrimage fund

6. Emergency fund

7. Legacy



Financial Planning – Wealth Mastery

Bucket  #1

Bucket  #2

Bucket  #3

Security/protection – beat inflation
• 2-6 months expenses
• cash, bonds
• Insurance, epf

Growth
• investment

Dream Capital
• planes, boats
• jewelry
• fun things
• sports

• Fill bucket #1 first, then 
start bucket #2, eventually 
bucket #3.
• Adapted from Anthony 
Robbins’s “Wealth Mastery”

Buy & Hold
•Unit trust
•property

Trading
• stocks



Financial Planning - Needs

Bucket  #1

Bucket  #2

Security/protection – beat inflation
• basic needs
• fixed income investments – bonds, 
epf, insurance, money market, bank a/c

Growth – build Critical Mass
• maximize (optimize) returns
• non-guaranteed investments

Buy & Hold (investor)
• Long-term, critical mass

Trading (trader)
• short-term – immediate cash



Financial Planning - Needs

Bucket  #3

Dream Capital
• may not make money
• money you can afford to spend on fun 
things



Asset Allocation – Wealth Mastery

Age Bucket Conservative Aggressive

< 45 Security 40% 30%

Growth  - buy & hold
- trading

30%
30%

35%
35%

45 - 55 Security 60% 50%

Growth – buy & hold
- trading

20%
20%

25%
25%

> 55 Security 70% 65%

Growth – buy & hold
- trading

15%
15%

17.5%
17.5%



Financial Planning – Important Strategies

Some important strategies to built into Financial 
Investment Plans :

• Diversification - risk control in portfolio management
Asset Allocation plan
• across asset class (equity : bond : money : 

property : commodity)
• in same asset class

eg. Equity  via equity funds & equity ETFs
• Tactical allocation
• Portfolio rebalancing (never, mandatory period, 

mandatory levels) 
• Build in cut loss & profit take levels.



Financial Planning – Unit Trust Funds

Using Unit Trust as vehicle to achieve Financial Goals. 
Important consideration :

• UT designed for medium to long-term, with potential 
short-term returns. Ideal investment horizon 3 – 5 years.

• Asset allocation responsible for 90% of a portfolio’s 
returns – allows reasonable rate of return with lower 
volatility.

• Avoid being over-diversified – can achieve diversification 
with 7 types of funds (local balanced + equity funds 
domestic + equity fund regional + global bonds + global 
bonds + commodity + REITs).

• Tactical (theme) funds able boost returns portfolio –
usually can hold for shorter-period (< 6 months)



Financial Planning – Unit Trust Funds

Using Unit Trust as vehicle to achieve Financial Goals. 
Important consideration :

• Dollar-Cost-Averaging & regular investment
• Service Charges



Financial Planning – Unit Trust Funds

Using Unit Trust as vehicle to achieve Financial Goals. 
Important consideration :

• Cost of Procrastination (DDI presentation)







Financial Planning – Unit Trust Funds

• Investor’s Psychology



Asset Allocation – Equity vs Fixed Income

• Simple Rule of Thumb

equity % = 100 less “your age”
(balance in fixed income)

• reduce portfolio risk - invest in low beta (less 
volatile) stocks/equity with high dividend payout 
(independent power producers, cigarette 
companies, some consumer products) 



Asset Allocation – Risk Profile

• What it means is “how much can you stomach? –
your pain threshold”

1. Aggressive – loss 15% - 20% (or more)
2. Moderate – 8% - 15%
3. Conservative – below 6%

(net of service charges ?)   

• Volatility measures risk.
1. FD  volatility 0 – 4%
2. Bonds funds volatility about 4%
3. Equity  funds volatility 8% - 14% (developed 

markets) to 20% (emerging markets).
4. Commodities funds volatility above 14%.



People don’t buy price, they buy value.
Pause & Think..

What are 

• Need

• Feature

• Value (not price/cost)

• Value-add

• Benefit

• Buying buttons



Pause & Think..

“Promote Solution to fill the Need”

• Describe benefits, not only features, and link to 
buying buttons (pride ownership, desire gain, fear 
loss, comfort & convenience, security & protection, 
satisfaction of emotion).



Financial Planning - Process

• 6 step process : E-G-A-D-I-M 

(Establish relationship - Gather information – Analyse
– Develop Plan – Implement – Monitor)

• Identify client’s financial needs :

1. Recognize & Uncover real needs (vs perceived)

2. Determine needs are current or future.

3. Quantify needs (surplus/shortfall) – GAP.

4. Prioritize the needs.



Financial Plans : Investment and Time
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Financial Plans : Investment and Time
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Financial Planning – SOLUTIONS & PLANS

Next training !

Tunggguuuuu…….



Terima kasih



Discussion 1

What are the Financial planning needs according to the following life cycle ?

1. Learning Years (age 0 – 20)

2. Accumulation Years (age 20-25s to 45s)

3. Consolidation Years (age 45s to 50s)

4. Financial Independence (age 50 to 55-60s )

5. Gifting Years (ages >60s)



Discussion 1

1. Learning Years (age 0 – 20)

- Education

- Daily expenses

- Medical & Hospitalization

2.  Accumulation Years (age 20 
– 45s)

- Early earnings

- Low income – high expenses

- Budgeting & cashflow

- Expenses – study loans, car, 
first home, daily expenses, 
maybe children expenses

- Savings focus : ST & MT

- High risk tolerance 
(retirement fund)



Discussion 1

4.  Financial Independence (age 
50 to 55–60s)

- Pre-retirement

- Peak income

- Slightly lower risk tolerance

- Start think legacy planning & 
position asset more 
conservative.

3. Consolidation Years (age 45 
– 50)

- Established earnings

- Usually higher income but 
expenses remain high, 
especially if have children

- Children education fund

- High equity % combination 
domestic & emerging 
markets



Discussion 1

5.   Gifting Years (> 55-60s)

- Focus : preservation capital 
& maintenance lifestyle

- Low daily expenses

- Additional expenses –
medical, holidays

- Lower risk tolerance

- LT health issues

- Asset distribution & estate 
planning


