Do you have budget blind spots? 
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You will be surprised at how much you can save by tracking expenses, writes Brendan Peacock 
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Very few of us track exactly what we spend. If we budget, we tend to sit down with monthly expenses in order to plan, but it can be the day-to-day spending on untracked items that adds up. 

So how do you tell whether you're showing restraint in your spending or sabotaging your long-term financial plans? 

One way is to track your spending over a week. As a fun exercise, several Sunday Times employees subjected themselves to an honest record of all the cash they spent over a week. This is not a scientific study, given the small sample size, marital status and with or without dependants, and not everyone paid bills or filled up with fuel during the week, for example. However, the results provided an interesting insight into just how little we tend to keep track of the money in our wallets. 

Paul Leonard, executive director of Consolidated Financial Planning, says we often fail to realise that we can make meaningful cutbacks without significantly reducing our quality of life - all it takes is awareness and a little planning. 

"We are often blissfully unaware of our money habits. It is not uncommon for us to put R100 in our pocket/purse on a Monday, and, by Friday, it has disappeared and we have no idea where it went. 

"Awareness is the first step towards overcoming any problem. In fact, sometimes simply becoming aware of a problem is enough to fix it without any further intervention. I suggest that everyone try to track their spending on a regular basis. Ideally, this should be done monthly, but even quarterly is better than not tracking your spending at all. Some personality types are not analytical and therefore are not likely to track spending naturally. However, this is a crucial part of money management," says Leonard. 

Cigarettes and fast food were of particular interest. "A pack of cigarettes a day, at R36, works out to R13140 a year, an average of almost R1100 a month. If James halved that to a pack every second day, he could easily save R500 a month. This could be used to accelerate a mortgage bond repayment or to invest in, say, a diversified unit-trust portfolio. 

"Increasing a R500000 mortgage bond (at 9% per annum over 20 years) by R500 a month will shave four-and-a-half years off the repayment period and save R149000 in interest charges. If James saved R500 a month over 10 years into a diversified unit-trust portfolio which returned 10% (net) per annum, he could build up an investment worth R379000. This is called opportunity cost, and it is the financial cost of the cigarettes. If he quit altogether, he could double the savings - although you may find that the cigarettes will be replaced, at least in part, with something else. My cynical side says while smokers cannot save as much because of their habit, this is somewhat offset by reduced life expectancy." 

On the matter of convenience food, Leonard says a bought lunch costs more than a whole loaf of bread and the ingredients you need for a decent sandwich. "If you could prepare lunch three days a week, you could make a big saving. This does take some planning, though. Young singles are often in a busy phase of life, and grocery shopping is inconvenient. But that convenience of a prepared lunch comes at a high premium, which increases the cost of your lifestyle, which, in turn, means that you have to earn more to sustain it, which means you may have to work harder, so you have less time, etc." 

Donations to charity or gifts are a special case, Leonard argues. "It looks like Jeanne is a 'giver'. I'm not sure if that is the equivalent of a tithe (tenth) or not, but I believe that giving is a healthy habit. There is a universal principle that what goes around comes around, and it appears to work regardless of your religious or spiritual convictions. Some people see tipping as a form of giving and will happily give tips. Many of us relied on this to pay for our studies, and it's great to pay-it-forward." 

Leonard says he converts a portion of his money into coins to keep for tips, such as for car guards. "Instead of being annoyed when they approach my window, I see it as an opportunity to give." 

Leonard put the results to his national team for comment: 

Bob Clive - executive financial planner, KwaZulu-Natal: 

It goes to show just how much one spends on non-essential items and, if translated into savings, how well off most would be at retirement. 

Joanna Barker - financial planner, KwaZulu-Natal: 

All I see is that a lot of money is spent on alcohol and spur-of-the-moment items. I think more planning needs to take place to prevent stopping and buying all the time. Stop and plan in advance and maybe try buying things in bulk. However, most of this spending is nothing extraordinary. In Johannesburg, it is common practice to go out a lot. 

Wilna Potgieter - financial planner, Cape Town 
While demographics and life stages will play a role in determining their priorities and dictate their spending habits, I made the following observations: 

· The largest expense for everybody is food, drink/alcohol and entertainment (social) - almost 50% of net income after rent and account payments; 

· The men seem to spend more on convenience foods than they do on groceries;

· No saving takes place;

· Monday-to-Friday spending seems to be moderate; on weekends, it increases;

· Lunch consists mostly of takeaways; no prepared food for themselves. The daily spending on takeout and vending-machine foods could be decreased by preparing food at home and taking it to work;

· The daily spending habits mostly look very normal - no large luxury purchases. For some, however, alcohol and entertainment increases their daily spending quite substantially; and 

· Although they seem like a younger demographic of individuals with no dependants to be concerned about or to provide for, it is not an excuse to not start saving some money early on.

Weekly spend and comments 

James 

· Household goods: R142

· Fast food: R460

· Treats: R100

· Social/hobbies: R1526

· Pets: R172

· Grooming: R260

· Cigarettes: R216

· Airtime: R180

RoneL 

· Household goods: R350

· Fast food: R169

· Treats: R33

· Social/tips: R384

"Tracking my spending has given me some insights into my spending habits. I seem to be a good or at least moderate-to-good tipper. I was not too surprised to see how much I spend on alcohol as opposed to food. I also seem to spend very little during the week and then go for it on the weekend. Being at the office seems to be a lot more profitable." 

