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As promised, the following is part 2 of our article sent on Monday, 6 April;  
Investing Vs Speculating Part 1. 
 
On the whole, investment institutions achieve the impossible. Think about it… 
 
Investment institutions have to achieve capital growth, by not risking your capital that 
is invested with them. We know by nature that investing can be risky, you must take 
some risk to achieve growth even in an interest earning bank account you are taking 
some measure of risk. Guarantees are never really guaranteed. 
  
This is the reason I am a big fan of our “Avoiding the Human Factor” strategy. This 
strategy is methodical (in that it follows a proven method), where the probability of a 
listed company’s management team is measured by their probability of meeting the 
price earnings ratio implied in their current share price. The strategy is solid, 
disciplined and actuarial in its thinking. There is no forecasting in the future business 
deals to be signed by that company, no “insider knowledge” that may or may not 
come to the fore. This is simply a good solid way to build returns over time. 
 
In essence, by avoiding human biases when selecting shares, you are looking at the 
idea that if a management team has been successful in the past it will do so in the 
future. 
 
The strategy believes that winning is an all-time thing not a sometime thing. Winning 
is a habit, unfortunately, so is losing. This thinking resonates with me. Winning is 
something you do all the time, by doing the right things all the time, making marginal 
gains all the time. 
 
Avoiding the Human Factor investment strategy is not that strategy that is going to try 
and continuously pick the rock star shares of tomorrow. No, but by Avoiding the 
Human Factor, you have a strategy that gives you those small gains every day, every 
year, slowly, solidly, by selecting those stocks that keep delivering earnings every 
year. It is the strategy that builds fitness and muscle memory in your portfolio. It is 
the strategy that lets you pass the ball to your teammate without looking, but you 
know that he is there ready to receive your pass every time. This is the strategy that 
makes your portfolio the champion it can be. 
 
Like in sport one always marvels at how a champion team wins continuously, 
seemingly always being a step ahead of their opposition, always the best prepared, 
with the fittest, fastest and most skilful players in their team. It’s a thing of beauty! 
What we never think of is how did that team get to this point; how did they get to be 
the champions they are. To understand that, we have to go back, way back to the 
childhood of each of those team members, where their parents identified a talent and 
helped that youngster nurture this talent. The coaches, teachers, talent scouts and 
mentors along the way. The early mornings out in the cold, training. The late nights at 
the gym, the strict diet, the times when the young team member is getting to bed 
early, when their counterparts are at a party chatting up the girls with beers in their 
hands. 
 
It is the discipline, the focus on the goal and the small gains every day that leads 
these team members individually to where they are, where they finally find 
themselves together in being team members of that championship winning team. 
 
A solid investment strategy is the same, small gains made every day, and by following 
that strategy for long enough, one can take some small percentage of invested capital 
to speculate a little. To take a small calculated risk on not all, but a very small part of 
the total invested capital. 



 

 
This speculation can be compared to that member of the championship sports team 
that knows that when he spots a particular small opening in the opposing teams 
defence he can exploit it and put his team ahead (Think of former rugby springbok’s 
Bryan Habana habit of intercepting the opposition teams passes and scoring tries 
against the run of play). If the Springbok team in which Bryan Habana played, did not 
support these moments of his brilliance, there is no way he could have scored these 
spectacular tries. Just like your total portfolio cannot support a little speculation, 
unless it is properly set up and managed. 
 
After winning a game, every champion sportsman or team all do the same thing. They 
spend a little time celebrating and then, it’s back to the training, back to the 
discipline, back to the marginal daily gains. If one watches professional cycling (one of 
the most gruelling sports) as soon as the winner of a stage crosses the line, he 
celebrates for a few minutes and then? It’s back on the stationary bike to get rid of 
the lactic acid build up, it’s literally spinning the legs on very easy gears just to loosen 
the legs for the next day’s stage. 
 
It’s the same in your investment portfolio, you have the big gain of that one 
speculative bet, that one nice deal that has paid off handsomely and then what do you 
do? You continue with the disciplined strategy, the same way of generating those 
small marginal gains, day to day at minimal risk levels. Keeping some money aside for 
that moment when the possibility of intercepting the opposition’s pass presents itself 
once again. 
 
So, back to the discussion at the braai/party/bar, where the person telling the story is 
highlighting how exciting this acquaintance of theirs large profits are by taking a big 
bet on this or that opportunity, ask yourself, did they really take such a big bet or is 
the person being spoken about simply a disciplined lifelong investor who has reached a 
stage where they can take a small percentage of their total wealth and “take a punt” 
on something where the risk might be a little higher than their usual portfolio 
positions but in fact the size of this investment is in this persons total portfolio terms 
insignificant? 
 
Stay the course, stay focussed, stay disciplined, get the marginal gains, keep up the 
fitness regime, keep up the healthy and use the “Avoiding the Human Factor” 
investment strategy. 
 
Oh, one last thing, never believe what loud people around the braai or bar are saying, 
chances are they are bragging about exploits that never happened or they do not have 
all the facts in the story anyway. 
 
Invest first, stay disciplined, follow the strategy then maybe one day speculate.  
 
 
Mauro Forlin 
Managing Director  

 

 

 

 


