Avoid offshore workers’
retirement-plan pitfalls
THAILAND hosts a sizable population of offshore oil workers. They
are unlike the majority of investment clients found here. Most
clients are retired and their portfolios are being managed for income
and capital preservation. However,
offshore oil workers have the
advantage of being able to live
in Thailand and also bring in a
very nice income. In 1993, I was
a project mechanical engineer for
a US research base in Antarctica
for a year. All food was provided
and housing paid for. With nowhere to spend money, I saved
85% of my income.
The problem is that most offshore or contract workers make
two very common mistakes. For
one, most are not even thinking
of retirement. Due to the dangers of their jobs, they have a
live-in-the-moment attitude.
While a great many earn over
US$100,000 per year, very few
save much of it.
The second mistake that many
make is buying unit-linked life assurance products. These products
not only have upfront fees, but recurring fees every year; poor
performance; and seven to 10year lock-in periods. Anyone who
is familiar with these products
knows to run away as fast as they
can.
What offshore oil workers
should be focused on is saving
their money in a low-cost discount brokerage account held in
their own name only and reap-
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ing the benefits of compounded
interest.
Considering how cheap it is
to live in Thailand, let’s say the
worker is able to save US$50,000
a year for 10 years. The key is
putting that money to work in a
diversified portfolio exposed to the
stock market, which, over time,
appreciates in value. The goal is
to be able to retire in just 10 years.
For the past 10 years, the Vanguard REIT ETF has achieved an
annual return of 9.29%. This
return was achieved even with the
real estate crash of 2008 and 2009.
That’s why it’s important to invest
for the long haul. Over a 10-year
period, if the Vanguard REIT ETF
was the only holding in a portfolio,
and by investing US$50,000 a year,
there would now be US$963,351
(31,013,658 baht) in the portfolio.
The best part about this pro-

gram is that it’s only saving half a
year’s salary. The rest can still be
spent and enjoyed. The key is
setting one up so that retirement
within 10 years is realistic. With
an actively-managed portfolio,
there could be more than US$1
million in the portfolio.
Just look at shares of
Facebook. Since July of last year,
shares have gone from just above
US$20 to almost US$80.
Or look at the NASDAQ stock
market, which is up 27% in the
past year.
So what happens when the 10
years is up and the worker is ready
to retire? Do they have to stop
spending money? No, not at all.
The good news is that they are
used to living on US$50k a year
in Thailand. Once the 10 years is
up, the portfolio is adjusted more
conservatively and only a 5%

annual return is sought. This is just
a little more than half of the 9%
that the Vanguard REIT ETF
delivered in the past 10 years.
What is 5% on US$963,000? As
might have been expected, it’s
US$48,000.
At the end of 10 years, the
worker has a roughly US$1mn
nest egg, is retired and living on
the same amount of money as
when they were working offshore
on the oil rig.
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THE automobile market may have
headed downhill by more than 30
per cent this year, but Honda is in
gear to make up lost ground with
the launch of the Honda HR-V.
The company trimmed sales
forecasts at the end of last year as
the slump in Thailand’s market took
hold and Honda’s deliveries plunged
in the last quarter of 2013.
“Every Japanese carmaker was
hurt in Thailand, and so was
Honda,” Kota Yuzawa, an analyst
at Goldman Sachs Group in Tokyo, told Bloomberg in January.
“Honda hasn’t launched its new
hit products in the region, so we’ll
have to wait until next year to see
a pickup in volumes.”
Honda’s answer was showcased in Phuket last weekend at
the “All-new HR-V Premium and
Sport Night Opening” event.
Thailand is the third country after Japan and China to get this small
crossover model. The plant here will
also export it to Asean markets.
In the Kingdom, the HR-V is
expected to see competition from
the Mazda2, Mitsubishi Triton and
Nissan X-Trail, while it battles it
out on the roads elsewhere against
the Ford EcoSport, Peugeot 2008,
Nissan Juke and Holden, among
other sub-compact SUVs.
– Isaac Stone Simonelli

