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since the end of March, with only 

four hiking them. 

The most important one—the  

US Federal Reserve (the Fed), held 

rates steady at its June meeting  

but indicated possible future rate 

cuts due to inflation concerns, and  

is expected to reduce its policy rate  

by 0.25% at its 30-31 July meeting*. 

Inflation is where the MPC 

wants it, at the midpoint of the 3%  

to 6% range, and the SARB’s fore-

casts suggest that it will remain 

within target for the next two years 

amid low global inflation and a  

weak domestic economy. The 

SARB’s inflation forecast for this 

year is 4.4%, and for 2020 and  

2021 it is 5.1% and 4.1% respectively.   

THE MONETARY Policy Commi;ee 

(MPC) of the South African Reserve 

Bank (SARB) unanimously voted to 

cut its policy interest rate at its July 

meeting, taking the repo rate, (the 

rate at which banks borrow from 

the SARB) down to 6.5%—as ex-

pected by the market. 

 

A flock of doves 
With inflation on target and eco-

nomic growth weak, the move 

makes sense.  But why now?  Infla-

tion and growth have been low for  

a while. 

The big difference is that a global 

cu;ing cycle is underway, across 

emerging and developed markets.  

Central banks in Indonesia and 

South Korea also cut interest rates 

during July, following cuts by Aus-

tralia, Russia, and India.  Those  

are just the major economies—26 

central banks have cut interest rates 
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Alongside the South African Reserve Bank, central banks in Indonesia and South Korea also cut interest rates 
during July, following rate cuts in Australia, Russia, and India—with the US expected to follow suit*. 
Picture credit: Pexels.com (https://www.pexels.com/photo/brass-round-7-stack-coins-40140/) 

∗ Production lead times will have resulted in 
this issue of Personal Finance having been 
compiled prior to the US Fed’s meeting at 
the end of July. 
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save R166 per month.  Much more 

would be needed to revive consumer 

spending, though—and given the 

low confidence, consumers are also  

unlikely to use lower rates to ramp 

up borrowing. 

 

Fiscal risks 
One risk to the local bond market 

that was also highlighted by the 

MPC statement was the country’s 

worsening fiscal situation.  

Economic growth is much worse 

than expected—the SARB cut its 

growth forecast for 2019 to 0.6% 

compared to 1.7% at the start of the 

year—and this means that govern-

ment tax revenues are likely to be 

much lower than those pencilled 

into the February Budget, and infla-

tion is lower.  Meanwhile, the bailout  

demands of Eskom and other state-

owned enterprises will put pressure 

on the spending side. 

The October mini-Budget will 

therefore probably show a budget 

deficit higher than the projected 

4.5% of national income.  This addi-

tional borrowing adds to govern-

down—even in Europe and the US 

where the central banks have not 

yet cut. 

In the case of the US, the Fed 

ma;ers more for financial markets, 

and less for the real economy since 

most consumer and business in-

terest rates float, and have declined 

well before the Fed actually pulled 

the trigger.  The flipside is that  

these rates also rose sharply during 

the course of last year, pricing in  

future hikes that didn’t materialise.  

For South Africa, the SARB and 

its policy rate ma;ers more for  

consumers and less for financial 

markets (which tend to follow glo-

bal developments).  Most consumer 

loans are linked to the prime over-

draK rate—which moves in line  

with the repo rate, and therefore 

dipped to 10%. 

This remains very high given 

that inflation is only 4.5% and house-

hold incomes are growing at about 

the same pace.  However, the reduc-

tion does offer some relief to con-

sumers.  For instance, a borrower 

with a R1 million home loan will  

Importantly, inflation expectations 

(whether measured as the difference 

between nominal and inflation-

linked bonds, or by surveying house-

holds, businesses, or economists) 

have declined.  This is very im-

portant for the MPC, as inflation 

expectations ultimately filter into 

price-se;ing behaviour. 

 

Types of rates 
Broadly speaking, there are two 

types of interest rates: policy rates 

set by central banks and rates set  

by the money and bond markets.  

Effectively, markets try to price the 

future path of policy rates, taking 

the growth and inflation outlook 

into account. 

Policy and market rates cannot 

diverge for too long.  For instance,  

if the central bank is too soK on in-

flation, the market will drive rates 

higher anyway to compensate for 

the lost purchasing power of the 

income stream.  Conversely, and  

as we’ve seen recently, global bond 

markets responded to the slower 

growth outlook by driving rates 
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Data sources: 
South African Reserve Bank (prime overdraft rate, SARB repo rate), Statistics South Africa (consumer inflation), Refinitiv Datastream (inflation target midpoint) 
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by Steven Jones—Editor 

 

Over the years I’ve owned a number of cars, 
ranging from complete hunks of junk to pris-
tine brand-new models.  I’ve had entry-level 
hatchbacks, boring Japanese tanks, two 
Toyota Corollas, a Chinese double-cab bakkie, 
and two BMWs (both in my BK, i.e. ‘before kid’ 
days—3-series BM boots are tiny!). 

My current steed—a 50th birthday present to 
myself earlier this year—is a Jaguar XE.  It’s 
the 2-litre diesel version with the twin turbos.  
Good fuel consumption, lots of fun, and the 
fulfilment of a dream that started when I was 
six years old and my father brought home an 
asthmatic and incontinent XJ6 with a chronic 
drinking problem. 

Unfortunately, indulging one’s inner petrol-
head is a costly exercise, and Shawn Brett’s 
pearls of wisdom in his Torque of the Town 
motoring column are welcome enablers. 

This month he continues his discussions on 
the merits of new vs second-hand motoring.  
Given that he (like most of us) is not in a  
position to cough up nearly 900 grand on a 
new luxury vehicle, his less-expensive option 
of getting into three-pointed-star motoring 
(or, as in his brother’s case, its Bavarian  
countryman) makes a lot of sense. 

Now Shawn’s family has come up with a fair 
amount of financial wisdom over the years.  
When his father and I were growing up, his 
grandfather constantly reminded us that ‘you 
cannot drink whisky if you only have beer 
money’—in other words, make sure that you 
live within your means.  Shawn has somehow 
managed to both uphold and disprove his 
grandfather’s advice.  Uphold it, in terms of 
living within his means, but also disprove it, in 
that you can drink whisky with beer money by 
going the second-hand route. 

I might have also mentioned that I became a 
proud owner of a Jag earlier this year, but I  
did so using Shawn’s method.  Here in the UK, 
new cars depreciate faster than Lewis Hamil-
ton got off the line at Silverstone the other 
week, which meant that while the new-list 
price of my particular model (without any 
options) is an eye-watering £46 000, my baby 
(just out of nappies at 15 months old) was less 
than half of that.  Being an ex-Jaguar fleet 
vehicle, the options toybox has been quite full, 
much to my enjoyment. 

With this in mind, one wonders who then is 
crazy enough to buy new cars?  Corporate 
travel allowances (which is what funded  
the only two new cars I ever owned), sweet  
financing deals, and the alluring new-car 
smell all keep the manufacturers’ production 
lines running—which is good for the rest of  
us.  After all, if there are no suckers out there 
buying new cars, where will we find any pre-
loved ones to welcome into good new homes? 

pendence has recently been chal-

lenged, it is still one of the key  

supporting pillars of South Africa’s 

credit rating.  You can quibble 

whether interest rates are at the 

right level, but international best 

practice is to leave monetary policy 

to independent experts at the cen-

tral bank, rather than to elected  

politicians. 

This might change over time,  

particularly as the effectiveness  

of monetary policy in stimulating 

growth is questioned.  The Bank  

of Japan and the European Central 

Bank maintain negative interest 

rates and have bought trillions in 

government and corporate bonds, 

but neither have succeeded in rai-

sing inflation to their 2% targets. 

The future probably calls for  

closer collaboration between mone-

tary and fiscal authorities if their 

economies weaken further—but for 

now, investors expect central bank 

independence and demand an ad-

ditional risk premium for those 

countries whose central banks are 

seen as being under their govern-

ment’s thumb.  This is particularly 

ment’s debt, and is not good for our 

credit rating.  Whether we get down-

graded by Moody’s, the last of the  

big three ratings agency to still con-

sider South Africa as investment 

grade, depends on a credible path 

out of this hole. 

Given this unfavourable debt 

and ratings outlook, the decline in 

government bond yields might  

seem odd.  Partly, it reflects the ex-

pectation of further rate cuts from 

the Reserve Bank, but mostly it is 

about the collapse of global bond 

yields.  However, our yields have 

fallen less than in most other emerg-

ing markets—even though some, 

like Brazil, have worse ratings—and 

this reflects the market’s assessment 

of South African fiscal risks. 

In the eyes of the market, we are 

downgraded already.  Since nothing 

about our budget problems is new  

or surprising, it makes sense that  

a possible downgrade should largely 

be priced in already. 

 

The SARB is key to maintaining credit 
ratings 
Although the Reserve Bank’s inde-
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KEY UPCOMING TAX SUBMISSION DATES 
 

Personal income tax returns, 2019 tax year 

1 Aug 2019 Tax Season opens 
31 Oct 2019 Personal income tax returns (filed at a SARS branch) 
4 Dec 2019 Personal income tax returns (e-filing, non-provisional taxpayers) 
31 Jan 2020 Personal income tax returns (e-filing, provisional taxpayers) 
 

Provisional tax returns 

31 Aug 2019 First period, 2020 tax year 
30 Sep 2019 Voluntary top-up payment, 2019 tax year 

A comparison of 10-year government bond yields between South Africa and Brazil. 
Graph source: Tradingeconomics.com 
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switching to cu;ing mode, the land-

scape is shiKing.  For investors, 

South African interest rates are  

still a;ractive relative to inflation 

and what is available in other  

markets.  However, for beleaguered 

consumers who might still have  

to pick up the tab for bailing out 

Eskom through higher taxes or  

tariffs (or both), the landscape isn’t 

shiKing fast enough. 

draw the crucial distinction that, 

despite all the noise, the SARB re-

mains independent in its policy-

se;ing.  Turkey’s bond yields are 

therefore currently twice as high  

as South Africa’s, while they were 

similar as recently as 2016. 

 

SA interest rates are still high 
Partly because of the need to main-

tain market credibility, the SARB  

has been extremely cautious, looking 

for excuses to keep rates high, ra-

ther than looking for reasons to  

cut.  With global central banks 

the case for emerging markets  

with a history of high inflation and 

fiscal mismanagement. 

Turkey is a prime example.  Presi-

dent Erdogan recently sacked the 

central bank governor for main-

taining rates higher than he would 

like to see.  Ratings agency Fitch  

responded by down-grading Tur-

key’s credit rating deeper into junk 

status last month. 

A recent article doing the rounds 

in the local financial press highlight-

ted the similarities between Turkey 

and South Africa, but failed to  
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Dave Mohr is the chief investment strategist, 
and Izak Odendaal is an investment strategist, 
both from Old Mutual multi-managers. 

even the strongest relationships. 

When two people come together 

and take that significant step of 

se;ing up home together, how they 

manage their finances is key not  

only to the day-to-day running of 

the common household (i.e. ensuring 

that the bills are paid), but also to  

the medium- and long-term goals  

of the couple. 

Like good sex, good money man-

agement doesn’t just happen.  It 

takes time, planning, open communi-

MY LATE father was a bit of a  

cynic when it came to money and 

relationships, and would frequently 

proclaim that “when money stops 

coming in through the front door, 

love soon leaves through the back 

door”.  Now while I’m not saying  

that money was the only factor  

that led to the breakdown of my pa-

rents’ marriage (as well as my  

father’s two marriages thereaKer), 

there is no doubt that disagreements 

about money can put a strain on 

When two people decide to form one household, managing their finan-

ces is key to a harmonious relationship 

Show me the money, honey! 
 

By: STEVEN JONES 

cation, and a willingness to learn 

from past mistakes.  So if you are 

reading this as a couple (or as an  

individual in a relationship where 

you are contemplating se;ing up 

home together), here are a few 

things that you should both con-

sider. 

 
Have ‘the talk’ 
If you currently have separate 

households, an open, frank, and  

honest discussion about how both  

of you have handled your respective 

financial affairs, is in order.  This  

not only helps you to establish your 

respective financial positions prior 

to se;ing up home together, but  

also gives both of you an idea of  

each other’s approach to money. 

One of you may budget down to  

the last cent, while the other may  

be of the view that “if I still have 

cheques in my chequebook, I still 

have money!” 

The idea is not to change each 

other’s methods (unless you mutual-

ly agree to make certain changes 

that will be more beneficial to you  

as a couple … which is sort of the 

point of the exercise), but rather to 

understand each other’s thought 

process and how to accommodate 

this within your relationship. 

Also, don’t try to do this in  

one session.  Your money manage-

ment habits are influenced by your 

upbringing (particularly the socio-

economic aspect thereof), how your 

parents managed the finances in 

YOUR MONEY 

“I don’t want your money, honey—-I want your love” may have been a catchy lyric in a 1980s Transvision Vamp 
song, but it is often readily discarded if money matters within a relationship are not discussed and agreed upon. 
Picture credit: Oscar Ivan Esquivel Arteaga (www.unsplash.com) 
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of crisps or a new pair of shoes.  I 

have a friend whose (now ex) 

husband was so controlling that 

if she wanted a hairdo, she had  

to find out to the penny what  

it would cost, and he would  

then dole out the exact amount. 

That’s demeaning—in fact, that’s 

abuse, plain and simple.  As long 

as you remain within budget,  

cally.  This would include regular 

savings (based on mutually-

agreed short-, medium-, and  

long-term goals). 

• A budgeted ‘allowance’ amount 

for each of you, on which no  

accountability to the other is  

expected.  You don’t want to have 

to confer with each other every 

time one of you fancies a packet 

their household; your level of skill  

in handling money; whether or not 

you have lived independently from 

your parents, and for how long;  

your circle of friends and how  

they manage their money; and your 

work environment—influences that 

have had a greater or lesser impact 

at various stages throughout of  

your life thus far.  Understanding 

each other’s money habits therefore 

takes time. 
 

Sort out the nuts and bolts 
Once you’ve got into each other’s 

minds and decided that in spite of 

what you’ve found there, you still 

want to go ahead, you need to agree 

on the measures that you will need 

to put in place in order to manage 

your money as a couple living under 

one roof. 

Many financial writers will rec-

ommend specific methods of how 

this should be achieved in practice.  

OKen these are contradictory — for 

example, joint vs separate accounts, 

common account for household  

expenses vs agreement on who pays 

what.  To be honest, the method 

doesn’t ma;er—your discussions 

should lead you to finding a method 

that works for your relationship. 

Something that has worked for 

my wife and I over nearly 28 years  

of marriage (bearing in mind that  

in our case I am the sole bread-

winner; different options may be 

applicable for dual-income couples) 

is the following: 

• A mutually-dra$ed and agreed 

budget for regular expenses.  This 

need not be anything more com-

plicated than a list of expenses, 

and (hopefully) a positive figure 

when expenses are subtracted 

from income.  I do this on a 

spreadsheet, mainly because I’m 

lazy and it’s easier to add up  

the numbers and copy them 

from one month to the next on 

Excel, but the back of an enve-

lope can work just as well.  I then 

automatically pay the regular as 

a ma;er of course, provided that 

the payment is in line with the 

budget.  Most of these expenses 

are set up to be paid electroni-
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To submit, or not to submit? 
Why submi�ing an income tax return may still be to your advantage 

By: STEVEN JONES 

SARS has announced the raising of the annual  
earnings threshold below which the submission of 
an income tax return is not required to R500 000 
with great fanfare.  However, as always, there are 
‘terms and conditions’ attached to this apparent  
act of generosity on SARS’ part. 
 

Conditions to be exempt from submitting a return 
According to the SARS website, taxpayers need to 
meet all of the following criteria to be exempted 
from submitting an income tax return:  
• Their total employment income for the year  

before tax is not more than R500 000; 
• They only receive employment income from a 

single employer for the full tax year; 
• They have no other form of income (e.g. travel 

allowance, business income, rental income, taxa-
ble interest, or income from another job); and 

• They don’t have any additional allowable tax-
related deductions to claim (e.g. medical expens-
es, retirement annuity contributions, or travel 
expenses). 

 

Who this concession helps 
For the person earning less than R500 000 who  
is office-bound, is a member of their employer’s 
pension fund (and has no other retirement fund 
contributions), and is a member of their employer’s 
medical aid scheme but claims no other medical 
expenses, the increased threshold means that the 
ordeal of having to put in a day’s leave and spend 

hours in those infernal queues at their local SARS office, or struggling with SARS’ e-filing platform, 
or paying a tax practitioner at least R500 to do it for them, has become a thing of the past.  Since all of 
this information is already uploaded to SARS’ platforms by the employer and medical scheme, 
SARS already (in effect) has your refund and going through the motions is therefore a waste of 
everyone’s time. 
 

Why you would still want to submit a return, despite earning less than R500 000 
The obvious reason would be if you have any deductions that you wish to claim.  While SARS has 
indicated that submitting a return would still be required if you do want to make a claim, human 
beings are inherently lazy and are likely not to read beyond the ‘no longer need to submit a return’ 
line if they earn less than the annual threshold. 

However, if you don’t submit a return, you get nailed on two fronts.  Firstly, if you don’t claim the 
deductions to which you are entitled, you are effectively paying too much tax—and, in the case of 
failing to submit a claim against your travel allowance, you may even end up owing SARS money 
rather than getting the refund to which you are entitled.  Secondly, you will probably also be hit by 
SARS for an administrative penalty for non-submission! 

 

Steven Jones is a practicing member of the South African Institute of Professional Accountants,  
a SARS-registered tax practitioner, and the editor of  Personal Finance and  Tax Breaks. 

FILING SEASON 2019 



YOUR MONEY 

from creditors if (for example) either 

spouse were to set up a business  

or professional practice and things 

went wrong.  Accordingly, when my 

wife and I got married nearly 28 

years ago, we decided to have an 

ANC drawn up before we tied the 

knot. 

The law provides for two kinds  

of ANC.  Both forms of contract 

maintain separate estates during  

the subsistence of the marriage 

(thereby providing protection from 

creditors if either spouse were to  

go insolvent), but there is the option 

of making the contract ‘subject to 

accrual’ or ‘without accrual’. 

Upon dissolution of the marriage 

(which we’re planning to happen on 

death—so far, so good), the accrual 

system provides for an equal split of 

the value of our combined assets 

that ‘accrued’ during our marriage 

(hence the name).  This ensures  

mutual fairness in that (in our  

particular case) I’ve been the pri-

mary breadwinner for most of our 

marriage while my wife has been  

a full-time mom, therefore inclu- 

ding incorporating the accrual sys-

tem into our ANC recognises her  

contribution to the common house-

hold.  It also helps with estate plan-

ning. 

The accrual system can be  

excluded, but if (aKer obtaining  

appropriate professional advice)  

you decide that going this route is 

more applicable to your specific  

circumstances, ensure that your 

a;orney is clearly instructed—most 

ANCs tend to include the accrual 

system, so many ANC templates 

these contracts (known as ‘prenups’ 

in the United States) have hugely 

negative connotations, with many 

couples feeling that even suggesting 

an ANC is tantamount to planning 

the divorce before the wedding has 

even taken place! 

What might be helpful in navi-

gating the ANC road is to under-

stand the reality that all marriages 

do come to an end at some point. 

The ones that survive divorce are 

terminated by death.  While one 

hopes that the marriage won’t end  

in divorce (and ideally the couple 

works very hard at their relationship 

to prevent this from happening), 

there is nothing that we can do  

at this point in history to prevent a 

marriage from being ended by death. 

A properly-draKed ANC can thus 

be useful in clearly se;ing out your 

mutual financial expectations, how 

you can protect each other from 

creditors in the event of a business / 

professional practice folding, and 

providing for an equitable division 

of assets upon termination of the 

marriage.  Contact an a;orney who 

specialises in such agreements—

ideally one who has a decent under-

standing of tax and estate planning 

as well. 

In terms of the Matrimonial 

Property Act 1984, the default mar-

riage regime is one ‘in community  

of property’.  This marriage regime 

provided for a joint estate, leaving  

all of the couple’s assets unprotected 

this should be your “anything 

goes / stuff it, I want it” money. 

Anything outside of the above two 

gets discussed.  If either of us are  

not happy with going ahead with 

the proposed expense, it doesn’t hap-

pen. 

Now before you object by saying, 

“what about emergencies”, trust 

me—if the hot water geyser has 

burst, your significant other is not 

likely to veto the expense in favour 

of si;ing in a puddle of water and 

not being able to take a shower.  You 

may have different views on how 

such emergencies are to be funded, 

but as you’ve already gathered from 

the tone of this article, you’d sit 

down and discuss this. 

Also, don’t be concerned if you 

haven’t got all of the building-blocks 

of your budget in place from Day 1.   

It’s taken my wife and I our entire 

marriage to get this bedded down, 

and we’re still making tweaks.  You 

learn as you go along, keeping those 

things that work, chucking out those 

that don’t, and trying out new things 

from time to time.  Life also has a 

habit of throwing the odd curveball 

that derails even the most finely-

honed plans, forcing you to return to 

the proverbial drawing-board. 

 

Planning for the worst 
Finally, be open-minded about con-

sidering an ante-nuptial contract 

(ANC—not to be confused with the 

political party).  For some reason 
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of the assets are registered in one 

partner’s name, the other can end  

up being leK destitute.  Having a  

legal document drawn up that is 

similar to an ANC is advisable so 

that there is a clear agreement on 

what the couple’s intentions are  

concerning their respective assets. 

Se;ing up home together is a 

massive step, and can be a wonder-

ful adventure—but most adven-

tures require some form of funding. 

You don’t want money issues to spoil 

the fun along the journey. 

up ‘subject to marriage’ and only 

lodged with the Deeds Office aKer  

a marriage certificate has been is-

sued, so if for whatever reason your  

marriage doesn’t go ahead, the con-

tract becomes null and void. 

For those who are looking to 

move in together but do not have 

any imminent plans to get married, 

there is no default legal framework 

that regulates how assets are divi-

ded when the relationship ends,  

either through a break-up or by 

death of one of the partners.  If all  

tend to incorporate this by default. 

Like with any contract, make 

sure that you both read the docu-

ment carefully, and ask your a;or-

ney to fully explain all the Latin 

swear words that most legal con-

tracts tend to contain, so that you 

both completely understand what 

you are signing. 

ANCs can be amended aKer  

marriage, but it is a drawn-out and 

expensive process.  Rather get this 

sorted out well in advance of your 

wedding day—the contract is drawn 

PERSONAL FINANCE   

price from 31 May 2018 to 31 May 

2019. 
 

Markets fall back in love with con-
sumer staples 
The bounce back in consumer sta-

ples (up 46.6% since June) has largely 

been driven by a realisation that 

higher interest rates (and hence 

bond yields) are unlikely to be  

sustained over the longer term  

due to an over-indebted financial 

system.  Furthermore, recent com-

LAST YEAR proved to be a volatile 

year for most sectors but none more 

so than consumer staples.  Despite 

being home to a number of the 

world’s most iconic companies, the 

consumer staples sector declined  

by more than 12.5% in the first five 

months of the year.  The share price 

of Procter & Gamble—the world’s 

biggest consumer company—fared 

particularly poorly, declining by 

more than 20%. 

The large declines in the share 

prices of companies like P&G, Coca-

Cola, Unilever, Nestlé and other lea-

ding branded-goods manufacturers 

were explained by rising bond yields 

and mediocre company results. 

According to the market, the  

value of their reliable, growing divi-

dend streams had diminished be-

cause higher yields could be found 

elsewhere, and changing consumer 

preferences threatened dividend 

growth.  A number of market com-

mentators even proclaimed that 

“brands are dead”. 

Just 10 months later, however,  

it appears that brands are back.  The 

chart alongside highlights the reco-

very of the Procter & Gamble share 

The consumer staples sector was down in 2018, but this year it appears 

that brands are back 

Form is temporary, quality 
is permanent 

 

By: DUGGAN MATTHEWS 

pany results have been encouraging. 

For instance, Coca-Cola reported 

a 5% increase in net revenue to $8 

billion; organic growth at Nestlé  

accelerated to 3.4%, and P&G has 

recorded its highest sales growth  

in almost eight years.  Underpinning 

these good results were their ability 

to increase their prices without lo-

sing customers—the primary bene-

fit of a strong brand portfolio. 

The resilience demonstrated by 

the likes of Coke, Nestle and P&G 

should not come as a surprise.  These 

companies have track records that  

demonstrate their ability to grow 

both profits and dividends across 

multiple decades, as can be seen by 

the chart on Page 8 highlighting the 

dividend track record of P&G since 

1980. 

Consumer preferences would 

have shiKed many times over this 40 

MARKETS 
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be;er at rolling out new brands.  

Coca-Cola, for example, is expanding 

its namesake brand, pushing for-

ward with rollouts of a coffee-

infused variant as well as an energy-

drink version of Coke.  AKer testing 

Coca-Cola Plus Coffee last year in 

Asia, the soda giant now plans to 

launch it in 25 global markets by  

the end of this year. 

Barriers to entry may have  

come down for newcomers; how-

ever, economies of scale, product 

diversification and a global reach 

still offer significant advantages.  

The biggest of these advantages is 

time—time to adapt and thrive in  

an ever-changing world.  As such, 

investors should continue to ex- 

pect reliable, growing dividends 

from these companies in the years 

ahead.  In a world of low interest 

rates and slowing GDP growth, it  

is likely that these steady income 

streams will become increasingly 

sought aKer. 

one form of protection against shiKs 

in consumer preference.  Nestlé, for 

example, manufactures over 2 000 

market-leading brands.  Huge com-

pany balance sheets are another, 

paving the way for the acquisition  

of younger, promising brands which 

are then leveraged via global distri-

bution networks. 

Incumbents are also ge;ing 

year period. Notwithstanding these 

changes, it is evident that P&G  

was still able to maintain a relevant 

portfolio of sought-aKer brands. 

Judging by recent results, so too has 

Nestlé Unilever, Coca-Cola, Recki; 

Benckiser, Anheuser-Busch InBev, 

and other quality consumer staple 

companies. 

Broad, diversified portfolios are 

 TAX BREAKS   

 

Duggan Matthews is an investment profes-
sional and chief investment officer at Marriott. 

The ‘old vs. new’ debate becomes a family affair in more ways than one 

Beat around the Benz 
 

By: SHAWN BRETT 

dards, very up-to-date and more 

than enough to keep your journey 

comfortable and well-catered for.  

Adaptive Xenon headlights, adjus-

table air suspension, heated memory 

seats, infotainment system, park 

distance control, electronically-

adjustable multi-function steering 

wheel, electric sunroof, enough 

leather to make a grazing field of 

ca;le gasp—and lastly, the power-

train in the behemoth-sized bonnet; 

a 215 kW V6 churning out 365 Nm  

of torque. 

Clearly there is a lot on offer  

with this vehicle, and this it made 

me wonder what spending power  

it is going to take to match the teen-

age Mercedes when driving a new 

car off the showroom floor. 

Keeping our a;ention within the 

Benz family, what are we looking  

at coughing up when matching the 

quality and features of the pre-

owned forerunner?  The Mercedes 

C300 seems to have the answers—

TORQUE OF THE TOWN 

less to say, we both drive older  

German saloons, and with my  

brother’s BMW 320d gaining the 

spotlight last month, I now turn  

our a;ention to my first-generation 

Mercedes-Benz CLS 350.  At 13 years 

old, the 3.5 litre V6-shaped heart  

still pumps fuel through its well-

engineered veins at an enthusiastic 

pace; all while still managing to  

turn a head or two in its wake  

whilst stretching the rev counter 

needle past 6 000 rpm. 

However, my… ahem … love  

for enthusiastic driving is not the  

picture I wish to paint here, al-

though if it were a painted picture, 

Picasso would approve. 

Even today the features found  

in the CLS are, by modern-day stan-

FOR THE readers who were fortu-

nate enough to be entertained by 

the motoring idea that I shared  

in last month’s issue of Personal  

Finance, some of you may have de-

cided to take the plunge.  You did 

your necessary homework, broke 

the stereotype, and purchased an 

older value-for money pre-owned 

ride—provided that it wasn’t an  

Audi—and I have the utmost confi-

dence that you are satisfied and  

enjoying quality and sumptuous 

luxury. 

(My dislike towards Audi will be 

explained in a future article.) 

As previously mentioned, my 

brother and I shared a similar 

thought process when it came time 

to make a vehicle purchase.  Need-



TORQUE OF THE TOWN 

 a mention when browsing the list 

was for the pre-set memory function 

on the front passenger and driver 

seats: R15 500—for memory!  The 

sunroof was a relative bargain at 

only R12 500 … I think you get the 

idea. 

Certainly, if your pockets are 

deep enough, the extent you can 

customise a vehicle with Mercedes  

is impressive.  I am tempted to go 

back to their website and select  

every possible optional extra, and 

see what kind of financial damage I 

can do with a C-class.  For now, 

though, given that I’ve tried to create 

aKer spending some time configu-

ring an option on their website that 

matches the CLS 350, I was able to 

come up with a suitable candidate. 

AKer the occasional gasp at what 

certain features cost individually, 

here is the car I have built online.  

The Mercedes-Benz C300 has a 190 

kW 4-cylinder turbo-petrol engine, 

which will quite closely match the 

older CLS 350 off the line with its  

370 Nm output. 

As for what these cars need to 

drink to keep the thirst of all these 

German horses satisfied, it is not a 

comparison I am willing to factor 

into this article … let’s rather turn a 

blind eye to the figures of the thirsty 

V6 specifically under my reign.  Her 

baby brother certainly wins this 

round. 

When it comes to creature com-

forts, the two 3-pointed-star runners 

have been matched very closely—

most importantly with each vehicle 

featuring adjustable air suspension, 

electronic sunroof, heated memory 

seats, copious amounts of leather, 

and a similar level of performance. 

Now let’s deal with the elephant 

in the room: price.  What will this 

particular Mercedes-Benz C300 set 

you back?  Bearing in mind that  

the bog-standard model comes in  

at an already eye-watering R754 000, 

be prepared for some sharp intakes 

of breath once you start ticking  

the options boxes.  One gasp worth 

PERSONAL FINANCE   

My teenage pride and joy.  She may not be the youngest lady at the ball, but’s she’ll still turn a head or two. 
Picture supplied by the author 

 

The baby brother is undeniably handsome, but at nearly three-quarters-of-a-million-Rand more than his older 
sister, I struggle to justify its cost.  Even a two-year-old approved used model will probably set you back half a 
bar, or nearly five times what the R109 900 teenager set me back. 
Picture credit: Mercedes Benz Canada (https://www.mercedes-benz.ca/en/vehicles/class/c-class/sedan) 

The numbers don’t lie … 
KNOWING THAT many of our readers are 
aware that older vehicles tend to cost more 
to run than their younger counterparts, I 
pressed Shawn for some numbers. 
 

Purchase price 
• 2006 CLS 350: R109 900 

• 2019 C300 (as specced): R849 900 
Winner: The teenager, by a country mile.  You 
can buy seven old CLS 350s for the price of 
one new C300. 
 

Fuel costs (urban driving) 
• 2006 CLS 350: 11.6 litres / 100 km 

• 2019 C300 : 11.0 litres / 100 km 
Winner: While Shawn seemed embarrassed 
by his lady’s drinking habits, the kid is not 
exactly a teetotaller around town.  However, 
on open road the CLS 350 will probably not 
quite get down to the 7.3 l / 100 km of her  
baby brother.  I’d give this one to the kid … just! 
 

Running costs 
Shawn has indicated that his girl’s dates  
at the local garage have set him back the 
following: 

• ‘A’ service (minor) R2 300 

• ‘B’ service (major) R4 200 

Winner: The baby brother’s service costs will 
be cheaper (being younger), as well as  
being mitigated by Mercedes-Benz’s 6-year 
stepped maintenance plan.  By the time this 
plan expires, the big sister will be 19 so her 
garage dates will inevitably more frequent 
and costly. 
 

The final verdict 
The baby brother will cost less to maintain, 
fuel is pretty much of a muchness (unless 
you do lots of open-road driving), but the eye-
watering difference in initial cost tilts the 
scales firmly in favour of the teenager. 



TORQUE OF THE TOWN 

Coming from the owner of a 13-

year-old Benz, I am very pro pre-

owned—and with so many incredi-

ble vehicles patiently waiting for 

new homes with so many more 

cheerful kilometres to offer, give 

them consideration and a chance  

to bring someone else the joy my 

250 000 km CLS 350 has brought me. 

that comes with owning luxury—

but without luxurious monthly in-

stalments—the pre-owned car mar-

ket is nothing to be scared of (pro-

vided that your homework is done, 

of course). 

Turning back to the theme of  

the article, Mercedes-Benz, the pre-

approved options that you can  

purchase directly from their dealer-

ships are well worth a gaze (and  

test drive) at a fraction of the price  

of a new vehicle.  With the build 

quality of these high-end vehicles, 

apart from some additional figures 

on the odometer, you are not miss-

ing out on the quality. 

a like-for-like equivalent to my CLS 

350, this particular spec of the C300 

is going to cost R849 900.  Take that 

in for a second … for a C-class.  We  

are well and truly breaching E-class 

money with this price tag. 

Of course, there is a huge appeal 

to owning a new car.  We all crave 

the new-car smell and the priceless 

picture of the bow on the bonnet  

for our social media posts.  In fact, 

provided that you can afford it, I 

would probably push you through  

a dealership door myself.  However, 

for those who were born with plas-

tic spoons in their mouths yet are  

craving the features, quality, status 

 TAX BREAKS   

Shawn Brett is an avid petrolhead who lives 
and breathes all things motoring.  He writes  
a regular column for The Tame Times and is 
also the owner of Brand-Me, a screen printing  
and signage company situated on the East 
Rand.  He can be contacted at brand-
me@outlook.com. 

Potential investors must consider where they are in their life stage, their 

financial goals, and their appetite for risk 

Navigating the world of  
offshore investments 

 

By: RENEE EAGAR 

tile currencies, and currency fluctu-

ations can hit investors hard.  The 

rand versus the US dollar is current-

ly trading at just over the R14 mark,  

three years ago it was almost touch-

ing R17, while its best level of R6.57  

in the last ten years was just aKer 

South Africa hosted the FIFA World 

Cup (remember that?). 

If inflation is entirely disregar-

ded, the rand has shown a deteriora-

tion of 5.81% per annum against the 

dollar over a 5-year period, 7.35% per 

annum over a period of 7 years,  

and 6.92% per annum over the last  

10 years, as depicted in the chart on 

Page 11. 

As long as you are not caught up 

in the extremes of currency volati-

lity, it is an appropriate time to  

invest offshore.  You want a fair  

value for your rand.  The view going 

forward is that this trend is likely  

to continue. 

When pu;ing together an off-

shore strategy, it is very important 

to take a long-term view.  In inves-

ting terms, you could say you should 

have a long investment horison.   

The reason for this is that there  

are exchange controls and red tape 

that need to be navigated (such as 

obtaining a tax clearance certificate 

from SARS). 

In South Africa, if you are inves-

ting locally, chances are that your 

unit trust will have exposure to 

Naspers as well as other well-known 

INVESTMENT INSIGHTS 

when pu;ing together an offshore 

strategy?  When is investing off-

shore a good idea?  And what should 

an investor expect? 

The best time to take money  

offshore is dependent largely on  

currency volatility. The South  

African rand is one of the more vola-

INVESTING OFFSHORE has a cer-

tain romance to it.  It is something 

that is oKen talked about as if it  

is not within the reach of normal 

South Africans.  This mystique  

leads to many questions that we  

are asked by investors. 

So, what is important to consider 

Offshore investing should not be a currency punt, but a strategy aimed at reducing risk through diversification. 
Picture credit: Shutterstock 
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goods are imported, so cars,  

technology, clothes, etc. are  

overpriced to rand users); 

• Gaining more exposure to 

themes and geographies not 

available to SA investors; 

• Diversifying your portfolio into 

other markets; and 

• Securing an income stream (i.e. 

dividends) in hard currencies, 

providing a hedge against cur-

rency movements and exchange-

rate inflation. 

to offshore, or global assets.  Accor-

ding to Regulation 28 which governs 

such funds, you may only have 30% 

exposed offshore and this should  

be taken advantage of in full.  How-

ever, the tax advantages of inves-

ting via retirement funds should  

be weighed up against the oppor-

tunity cost of not having greater 

offshore exposure through un-

restricted funds or personal direct 

foreign investments. 

Other advantages to investing 

offshore are: 

• Protecting local purchasing  

power (in SA one-third of all 

companies such as MTN, Sasol, and 

FirstRand.  If local funds are all  

investing in these companies, then 

surely this means that there are  

opportunities in not investing in 

these companies?  By investing  

offshore, you are opening your port-

folio to the tens of thousands of 

companies that may have absolutely 

zero contact with South Africa. 

The opportunities that are avai-

lable in many ways dwarf the some-

what limited options locally.  Keep in 

mind that South Africa’s GDP is less 

than 1% of global GDP, so by not  

considering overseas options you  

are limiting your investments to less 

than 1% of what the world is produ-

cing. 

It does need to be said that the 

desire to invest offshore should not 

be the deciding factor in taking  

money overseas.  Potential investors 

need to look at where they are in 

their life stage, what their financial 

goals are, and what their appetite  

for risk is.  Everyone is unique, and 

as such, every investment plan 

needs to be unique.  Offshore inves-

ting needs to be structured and  

diverse, and needs to take a long-

term view. 

If you look at the underlying  

asset allocation of portfolios that 

make up your retirement annuity  

or your pension fund, you may see 

that there is an amount allocated  

PERSONAL FINANCE   

Renee Eagar, CFP®, is a financial planner at 
Brenthurst Wealth. 

your first car in order to get to and 

from your place of study. 

However, the thrill of owning 

your first set of wheels can some-

times supersede the obligations that 

come with such a responsibility.  

Among the first such obligations  

is insurance, which is an essential 

BEING A student is one of the more 

enjoyable periods of one’s life, but it 

also comes with many new responsi-

bilities that are a rite of passage into 

adulthood.  In a country like South 

Africa where public transport is  

still patchy at best, one such respon-

sibility is the opportunity to drive 

Just like you need to study what’s in your textbooks, do likewise with 

your insurance policy, and make sure that you know the terms 

Car insurance tips for  
students 

 

By: LOUIS HAY 

expense for someone still short on 

driving experience. 

Statistics show that new drivers 

are almost certain to have some 

form of accident before the age of  

25, which is why younger drivers 

typically have to pay higher pre-

miums than older, more experienced 

drivers. 

If you are a student driving your 

first car, it is very important that  

you sit down—preferably with your 

parents, who are most likely to be 

paying for your car and insurance—

to know exactly what you are cov-

ered for, and under what conditions. 

The very first consideration as  

a student insuring your first car is  

SHORT-TERM COVER 

SA rand / US dollar exchange rate over 10 years (31 Jul 2009 to 28 Jul 2019). 
Graph source: www.xe.com 

 



SHORT-TERM COVER 

While it’s normally cheaper for a 

parent to just add the car insurance 

of a child’s car on to their own policy 

as they will pay a lower premium  

by virtue of the fact that they are 

older and more experienced, certain 

policies are only offered on a named 

driver basis—so if they haven’t  

clearly informed their insurer that 

their child (i.e. you) will be driving 

the car, they may not be covered. 

Even if this is not the case, it is 

still worth checking with the policy 

provider to find out whether the  

car would be insured in the event 

that the person driving the car  

when an accident occurred was  

not the person named in the policy.  

This is important, as oKen students 

will allow a friend to drive their  

car, which could potentially render  

a claim invalid unless the policy 

makes specific provision for this. 

Another important thing to re-

member is that if you were invol- 

ved in an accident whilst breaking 

the law, you will not be covered.  For  

example, any collisions that occur 

whist under the influence of alcohol 

or drugs, as well as due to excessive 

speeding, will not be covered.  If you 

know that you are likely to be a  

frequent customer at the beer tent 

during Rag Week, rather arrange for 

your parents to collect you. 

to make sure that you pay your 

monthly premiums.  While this may 

seem fairly obvious, a surprising 

amount of first-time insureds (and 

cash-strapped students in parti-

cular) forget to pay their monthly 

premiums, and are then surprised 

when they find their claims are re-

jected. 

If you’re relying on your car to 

get you to lectures every day, make 

sure that your insurance premiums 

take precedence over your enter-

tainment budget.  If something hap-

pens to your car, you’re not going  

to be able to participate in your  

studies—so you should really view 

this as part of your education bud-

get. 

If you are in the fortunate posi-

tion where your parents are paying 

for your monthly insurance premi-

ums, make sure that they have  

thoroughly gone through the policy  

to ensure that you will be covered  

in the event of an accident or other 

claim.  OKen, parents who purchase 

a vehicle in their own name, with  

the intent of le;ing one of their  

children use it for commuting to  

and from university, will simply add 

it on to their existing insurance  

policy without actually checking to 

see whether this would impact the 

validity of a claim. 

Students also need to know the 

value of their insurance excess.  This 

is the amount payable by you in  

the event of a claim, which covers 

the uninsured portion of your loss.  

While your insurer might cover  

the bulk of your claim, you will still 

be liable for an initial portion, which 

typically ranges from R3 000 to 

R7 000 depending on the nature of 

the policy and claim. 

You also need to remember to 

keep your vehicle maintained so 

that it remains roadworthy, as fai-

lure to do so will result in your  

claim being rejected.  Tyre condition 

is also critically important, as not 

keeping your tyres in the condition 

specified by your policy may also 

invalidate your claim. 

The tyres need to have at least 

the minimum level of tread specified 

by the policy—although an insurer 

cannot legally reject a claim on the 

basis of tyre condition if the reason 

for the claim was not linked to  

tyre condition,.  For example, if a 

storm causes a tree to fall on your 

car while it is parked in a parking  

lot, an insurer cannot reject the 

claim on the basis that the tyres 

were not in good shape. 

Other things to consider are 

whether the insurer requires the car 

to have an alarm and/or tracking 

device, or whether there are specific 

conditions around where the car is 

stored each night.  For example, your 

policy might require that the car  

is parked in a locked garage each 

night. 

Unlike life insurance, a short-

term insurer is permi;ed to cancel 

an insurance policy with 30-days’ 

notice if it deems a person to be  

too great a liability.  If this happens 

to you, it could impact your future 

ability to get insurance, as well as  

the premiums you will be expected 

to pay. 

An insurance policy is a contrac-

tual agreement between two par-

ties—you, and the insurer.  Make 

sure that you are fully aware of  

the terms of that agreement. 

 TAX BREAKS   

 

There’s few greater pleasures in life than the freedom and independence that comes with your own wheels.  The 
last thing you want is not to be covered by your insurance if you’re in an accident or your car is stolen. 
Picture credit: Unsplash (https://unsplash.com/photos/Dt86cdOH-x4) 

Louis Hay is the head of short-term insurance 
at Standard Insurance Limited. 
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ex-spouse being present.  There may 

also be other accounts that you  

will need to change from being joint 

accounts to an account in your name 

only, so as to make transacting and 

payment easier going forward. 
 

Separate your short-term insurance 
Once your new living arrangements 

have been finalised, you will need to 

separate your short-term insurance. 

The spouse who retains the 

house will need to adjust the insured 

value of the household contents,  

and remove any assets from the  

policy that belong to the other 

spouse.  Similarly, where a spouse 

moves out and finds alternative  

accommodation, they will need to 

put appropriate short-term cover  

in place. 
 

Don’t spoil the children materially to 
appease your guilt 
Most parents going through a  

divorce a;est to experiencing un-

bearable feelings of guilt.  Unfortu-

THE FINANCIAL considerations  

when contemplating a divorce are 

sufficiently numerous to warrant 

more than one article.  Here are a 

further ten aspects to take into  

account. 

 

Put accounts in your name 
In many households, the cellphone 

contracts of each partner and  

their children are oKen held in one 

spouse’s name for ease of manage-

ment and payment.  If this is the 

case, be sure to move the cellphone 

contract into your name.  If your  

cellphone contract is not in your 

name, it may be difficult to upgrade 

or change contracts without your  

There’s more to untangling your financial affairs than simply obtaining 

the divorce order 

Financial considerations on 
divorce (Part 2) 

 

By: CRAIG TORR 

nately, in many divorce situations, 

parents make the classic mistake  

of overspending on their children as 

a way of assuaging guilt or making 

up for lack of time with the kids. 

While spoiling children in the 

wake of a divorce is common, it is 

definitely not wise.  Besides sabo-

taging your own financial goals  

and possibly causing tension with 

your ex-spouse, it can also damage 

your children’s relationship with 

money.  Given that children learn 

most of their financial values from 

their parents, our advice is for  

both partners to remain positive  

role models when it comes to money. 
 

Consider the costs of running two 
separate households 
The costs of uncoupling and running 

two separate households cannot be 

under-estimated.  Given that a  

divorce generally involves doubling 

up on one of the family’s largest 

monthly expenses (being the rent  

or bond payments), it goes without 

saying that a family will feel the 

effects financially.  

Over and above the costs of  

paying for a second home, other  

expenses are driven by the need to 

duplicate expenses such as furni-

shings, childcare, domestic help,  

electricity and water, subscriptions, 

and insurances. 
 

Opt for an uncontested divorce if pos-
sible 
An uncontested divorce is by far  

the quickest and least expensive 

route to go, and generally results in 

less emotional stress.  By working 

together with the same a;orney, 

spouses in an uncontested divorce 

agree to the divorce terms, mainte-

nance, division of assets, and child-

care plans.  The a;orney will then 

draK the se;lement agreement,  

and have it made an order of court. 

An uncontested divorce can cost 

anywhere from R2 000 to R20 000, 

and can be finalised in a ma;er of 

weeks. 

Emotionally and financially, an 

uncontested divorce is undoubtedly 

first prize—and can be achieved if 

both partners are commi;ed to an 

EditorEditorEditorEditor’’’’s notes notes notes note    
If you are contemplating marriage or even 
setting up home together and have read  
the article on Page 4 (Show me the money, 
honey!), this article, and Part 1 thereof which 
appeared in the last month’s issue, are es-
sential reading—if only to show you what you 
want to avoid … 

Physically separating your financial affairs is one of the most complicated, time-consuming, and emotionally-
draining aspects of divorce. 
Picture credit: Pixabay (https://pixabay.com/photos/divorce-separation-marriage-breakup-619195/) 
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ever, fighting a ba;le ‘on principle’,  

or being more focused on retribution 

rather than on resolution, are not 

effective strategies to bring to the 

negotiation table.  In fact, it is likely 

that these strategies will result in 

increased animosity, a protracted 

divorce, and escalating legal fees. 

Employing tactics based on  

your emotions are likely to lead to 

irrational decision-making at a time 

when you are likely to be at your 

most fragile.  Faced with a pro-

tracted divorce and mounting legal 

costs, you may well be tempted to 

cut your financial losses and walk 

away from assets that you may  

have a rightful claim to—something 

which you are likely to regret once 

the dust has se;led. 

The role of a neutral mediator in 

keeping emotions in check and  

allowing both spouses to be heard 

therefore cannot be overestimated. 

 

Avoid sentimental attachments 
Closing a major chapter of your life 

may lead you to develop sentimental 

a;achments to material things such 

as the family home, a holiday house 

or pieces of furniture that you  

believe hold significance for you.  

These emotional a;achments may 

become stumbling blocks in the  

negotiation process, and create un-

necessary delays. 

Keep a firm check on any emo-

tional a;achments that you may 

have to material belongings, and 

commit to making rational decisions 

that are in your best interests. 

 

Look out for your own best interests 
Unfortunately, many divorces end 

up being acrimonious, especially if 

amicable and fair resolution.  On  

the other hand, a contested divorce 

can drag on for years as spouses  

dispute over maintenance, division 

of assets, and childcare.  The emo-

tional costs of a contested divorce 

are high, and the legal bills can  

run into hundreds of thousands of 

rands. 

 

Find a mediator 
Another way of avoiding the high 

costs of a contested divorce is to  

appoint a mediator to help you reach 

common ground.  Being impartially-

trained professionals, mediators are 

skilled at helping couples focus on 

resolving disputes and moving for-

ward. 

Once the mediator has helped 

the couple reach agreement, their 

lawyers will draK the divorce se;le-

ment agreement, and have it made 

an order of court.  Mediated divorces 

can be finalised within three months 

if both parties are commi;ed to the 

process. 

 

Keep your emotions in check 
Divorce ranks as the second-most 

stressful life event aKer the death  

of a spouse, making it incredibly 

difficult not to make emotional  

decisions during this time.  How-

they involve protracted negotia-

tions, stalling tactics, or a;empts  

by one party to hide assets. 

While your decision to separate 

and ultimately divorce may start  

out amicably, avoid entering into 

negotiations too naively.  Be sure to 

look out for your own best interests, 

and ensure that you have a team 

behind you that will do the same.  

Itemise your assets and those of 

your spouse. 

In acrimonious divorces, some 

spouses can try and hide their assets 

in places such as cryptocurrencies  

or offshore.  Be realistic about the 

fact that your spouse is most likely 

being advised to look out for their 

own best interests as well. 

 

Seek guidance from an independent 
advisor 
Having an independent financial 

planner on your team during the 

process of your divorce is essential.  

Your financial planner can help you 

assess any offer of se;lement before 

you accept it to ensure that it is in 

your best financial interests, and  

will also help you to understand  

the tax and CGT implications of  

any disinvestments or sale of assets  

that need to take place as a result  

of the divorce. 

Before accepting a se;lement 

offer, it makes sense for you and 

your planner to revise your financial 

plan using the se;lement figures,  

so that you fully understand the 

financial consequences of accepting 

the offer. 

 TAX BREAKS   

Craig Torr, B Com CFP®, is a director and co-
founder of Crue Invest (Pty) Ltd. 

Moment of truth 

It’s not how much money you make, 

but how much money you keep,  

how hard it works for you, and how 

many generations you keep it for. 
 

Robert Kiyosaki 
Author of a number of best-selling  

books including Rich Dad, Poor Dad and 

Who Took My Money? 

beforehand, and pay in the proceeds 

with your first instalment.  Et voilà! 

This means that you buy your-

self an extra year of loan-free finan-

WANT TO know how to knock a 

whole year off your bond?  For  

an R800 000 home loan, save an  

extra R150 per month for five years  

Can converting money to units of time influence our habits? 

Time really is money! 
 

By: ANDRÉ WENTZEL 

cial freedom.  While this sounds like 

a no-brainer, the question is, can  

converting money to units of time 

influence our savings habits? 

The Financial Independence, Re-

tire Early (FIRE) movement embo-

dies the relationship between time 

and money.  The movement isn’t 

without criticism, but it’s a fascina-

ting example of how aggressive  

YOUR MONEY 
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On an R800 000 loan at prime +1%, 

instalments are just over R8 000 per 

month (R8 028 for 20 years).  Paying 

in an extra R150 per month knocks a 

year off the loan. 

You can accomplish the same 

thing if you save R150 per month for 

five years before you get the bond 

and pay these proceeds in with your 

first instalment.  If you save R300 

per month for 10 years before you 

get the bond and pay the proceeds  

in with the first instalment, you can 

knock five years off the bond.  You 

buy yourself five bond-free years. 
 

Buy yourself an early retirement 
This depends on your age and  

individual circumstances, but a 

rough rule of thumb, assuming you 

are already on track to retire at 65,  

is: 

• At age 30, save 1.2% more of your 

income per annum to retire one 

year earlier.  Save 6% more of 

your income to retire five years 

earlier. 

• At age 35, these become 1.5% and 

8%. 

• At age 40, these become 2% and 

10%. 

• At age 50, these become 3% and 

15%. 
 

Buy yourself a holiday every two 
years instead of every three  
Paying off a debt of R30 000 over 

three years, at an interest rate of  

starved society. 

It’s a smart way to visualise a 

trade-off.  Start thinking about  

how you can save money and buy 

yourself time to be present in your 

life.  For example, you can put  

money away to buy yourself an  

earlier retirement or extra unpaid 

leave to spend quality time with 

loved ones.  It’s also about the qua-

lity of the time you have.  Saving 

now can reduce future financial 

stress, allowing for more meaning-

ful moments. 

Here are some practical examples 

of how saving effectively can literal-

ly buy you time. 
 

Buy a year off your bond by saving an 
extra R150 per month 

saving can seriously pay off.  The 

idea was made popular by the Mr 

Money Mustache blog, and revolves 

around the concept that the higher 

the percentage of your salary you 

save, the sooner you can retire.  The 

proviso is, obviously, more frugal 

living. 

Wikipedia explains that the aim 

of FIRE is to “accumulate assets  

until the resulting passive income 

provides enough money for living 

expenses in perpetuity”.  The goal is 

to have a minimum of 25 times your 

estimated annual living expenses.  

You achieve this by aggressively  

saving much more than the typical 

10-15%.  The movement may be  

inaccessible to some people, but  

the savings principles it extolls can  

apply to all of us. 

The example cited in Wikipedia  

is that, at a savings rate of 10%, it 

takes nine years of work to save for 

one year of retirement—assuming 

constant income and expenses, and 

ignoring investment returns: “At a 

25% savings rate, you will be able  

to save for one retirement year in 

three years of work, at 50% it will 

take one year, and at 75% it will  

take you four months to save for 

one year of retirement.” 

People’s circumstances are uni-

que so it is difficult to apply a set 

formula to everyone, but the idea  

of equating money with time is a 

useful one for most.  It’s part of a 

goal-based savings mindset, where 

the goal is to ‘buy time’ in our time-

PERSONAL FINANCE   

 

Pay it forward or pay it ‘backward’—both ways will buy you time.  Picture credit: Shutterstock 
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How best do I invest my RAF lump sum? 
Consider the emotional benefits of owning your own home without the anxiety of paying 

off a bond. 
 

QUESTION 

I recently received a R6 million lump sum payment from the Road Accident Fund (RAF) which is currently in my lawyer’s trust account, 

awaiting instruction from me.  I would like to research the best way to invest the money for maximum growth and for retirement.  

Where can I put this money, where it can be earning interest and have no (or very li�le) risk of me losing it, while I decide what to  

do?  Instead of it si�ing in the trust account, I would like it to benefit from an interest-bearing account for a few months, wherea$er I 

will disperse it into other investment vehicles.  I also want to buy a house for myself (I’m 31) and my husband, but can’t decide if I should 

fund it entirely with a bond, or if I should rather get a bond for 50% of the purchase price and invest the rest of what I would have paid 

for without a bond? 
 

Answer provided by ERIC JORDAAN, admitted attorney and a financial planner at Crue Invest (Pty) Ltd. 

In the first instance, your concern is to move the money into an interest-bearing account to ensure that you are not rushed into making  
an investment decision.  In this regard, a money-market fund would be suitable.  Money-market funds typically provide returns in line with 

inflation (aKer tax) with li;le risk a;ached to the investment.  Thus, once you are ready to make decisions, you do not have to worry about 
timing the withdrawal from your money-market investment. 

In preparing this response, we have assumed that you would use half of your capital to purchase a property, and the other half to fund 
your retirement.  With regard to your retirement planning, we have assumed that you will retire when you reach age 65, and that you will 

draw a post-retirement income of R40 000 per month in today’s terms, with inflation assumed at 6%.  This income will increase annually in line 
with inflation.  We have further assumed that you would invest R3 million of your RAF payout into an investment strategy, such as a balanced 

fund, targeting annual returns of CPI + 4.5%, net of all fees.  Taking these assumptions into account, your invested capital will provide for your 
post-retirement income needs until age 97. 

Should you wish to use the remaining R3 million to purchase a home, there are a number of things worth considering.  If you bonded  
your home at a prime interest rate of 10% per annum, it is important to bear in mind that this is roughly the rate of return you could expect  

to enjoy from a balanced fund over the long term.  Effectively, you would be borrowing from the bank at a definitive cost of 10.25% in order  

to invest with a long-term expectation of a similar return, but with the risk of underperforming when the markets have generated poor  
returns such as in the past five years.  It is also important to take into consideration the emotional benefits of owning your own home without 

the anxiety of paying off a bond. 
Over and above these decisions, it is important to ensure that once you have decided how much to invest for retirement purposes, you 

structure your portfolio in the most tax-efficient manner.  Assuming that you and your husband are both still working, paying tax, and have 
disposable income aKer having purchased your home for cash, we would recommend the following options be considered: 

• Ensure that you each invest the maximum tax-deductible amount (27.5% of taxable income limited to R350 000 per year) into your respec-

tive retirement annuities, bearing in mind that you are also not taxed on the growth in these investments. 

• ThereaKer, we recommend that you maximise the amount that you can each invest into a tax-free savings account, being a R33 000 annual 

allowance with a lifetime limit per person of R500 000—bearing in mind that these investments also grow tax-free. 

• Depending on your current individual tax rates, you may wish to consider an endowment investment. 

• AKer making use of the above vehicles to maximise tax-efficiency, we suggest investing any remaining funds into a discretionary unit 

trust portfolio. 

• Lastly, we advise retaining some funds in cash to be earmarked for emergencies or unforeseeable expenses. 
 

Do you have a question concerning any aspect of your personal finances?  Pop us an e-mail to info@bellanmedia.co.za.  We will 
select one answer for publication in Personal Finance each month.  Unfortunately, we will not be able to respond to questions  
individually. 
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earned 8%, it would take just over 

two years to accumulate the 

R30 000.  That means enjoying a  

trip every two years instead of  

18%, would require R1 050 per month.  

If you saved this amount for two  

years before the big spending event 

and opted for an investment that 

every three years. 

André Wentzel is a solutions manager at  
Sanlam Personal Finance. 


