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By:

MAARTEN ACKERMANN

AS THE coronavirus sweeps its
way around the globe, the trends
established in most countries in
terms of taming its spread aCer
lockdown appears similar to that
set in China. While it might take
somewhat longer for some of those
countries that started their control
measures later, the outlook seems
positive and the trend is deﬁnitely
moving in the right direction.
Metrics indicate that in many
cases we have reached peak infections and peak death rates in some
of the largest economies in the

world and we have seen a bit of a
relief rally in global equity markets
as a result, further fuelled by a record amount of stimulus provided
by most countries’ central banks.
In South Africa, our COVID-19
curve has also been ﬂaAening. This
comes at a time that the number
of tests has been increasing rapidly,
a positive indication that our numbers are reﬂecting the real impact
within the community. The ﬁgures
imply that, in line with global trends
and given our early lockdown, we
will probably be able to bring the
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virus under control.
Looking at the economic impact
in China, we note that the services
Purchasing Managers' Index (PMI),
an indicator measuring whether
the economy is expanding or contracting, dipped severely going into
the crisis, but rebounded sharply
as the economy began opening up
again. In line with this, the Q1 GDP
print for China was -6.8% and from
here, as long as the Chinese economy can remain open, a recovery
of a similar magnitude as the PMI
seems likely.
A comparable picture might be
possible for economies around the
world—as they each open up, a recovery becomes possible. In the
UK and the US, for example, the
metrics are reﬂecting tougher conditions now than occurred during the
2008/9 global ﬁnancial crisis—but
in both instances, we expect a turnaround when the economy reopens,
given the enormous stimulus packages already in play.
In the US with its ﬂexible labour
market, there have been signiﬁcant
job losses and an unemployment
rate jumping from its multi-decade
low of 3.5% to 4.4% in March 2020.
This is a clear indicator that the
world’s top economy is headed into
recession, and unemployment may
quickly increase to double digits
over the next few months.
With overall demand having
taken a hit, and oil demand in particular suﬀering with record low
prices being recorded, inﬂation is
unlikely to be a problem globally in
the medium-term, and for now is
expected to remain muted. In the
longer-term, however, given the
level of stimulation packages around
the world, we can anticipate inﬂation.

Company earnings are sliding
We expect to see considerable
downside pressure on earnings for
the coming year as a result of the
recession and the disinﬂationary
environment. Given this, the market
rally experienced to date is unsustainable. The markets will probably
pull back again and we expect there
to be more volatility in the pipeline,
so it’s important that portfolios are
correctly positioned for that.
The major fear for South Africa,
however, is that we will see a depression rather than just a recession. We
entered lockdown already in a recession, and the economic trauma
that it has brought is serious. On
top of that, we have signiﬁcant
structural issues—and we can but
hope that there will be the same
political will to address the economic
issues that we have seen in terms
of addressing the COVID-19 crisis.
With a sharply weakening
growth rate and, worse, the gap between economic growth and population growth widening substantially,
we can expect rising unemployment
and possible social unrest. Support
for the economy during this time is
vital, and preparing the groundwork
now for a restructured, enhanced
economy will prove crucial to the
future success of the country.
There will be winners and losers
Economies are likely to display a
strong rebound given the ﬁscal and
monetary support, although focused
more on the physical side of the
economy with services notably lagging. The travel, leisure and hospitality industries are some examples
of those which will take some time
to return to normal.
We expect that the digital economy will be embraced fully as

KEY UPCOMING TAX SUBMISSION DATES
Provisional tax returns
31 Aug 2020
First provisional tax return, 2021 tax year
30 Sep 2020
Third provisional tax return, 2020 tax year
(voluntary top-up payment to avoid interest on any shortfall)
Personal income tax returns, 2020 tax year
July 2020
Tax Filing Season opens
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COVID-19 breaks old habits from
the industrial generation, such as
driving to an oﬃce. Many of the
winners will be online, and this is
where to look for opportunities for
equity investments. Unfortunately,
this means that there will also be
losers, such as the terrestrial companies and airlines.
Impact of US elections?
This is also a presidential election
year in the US, and the outcome
will be crucial for where the world
is headed in life aCer COVID-19. The
country can follow one of two
paths, and they seem to be based
on whether Donald Trump retains
the presidency or not.
It could embrace a move from
isolation to international cooperation with a focus on a new way of
globalisation supporting economies
and global ﬁnancial markets. This
would seem likely if Trump does
not win the election.
By contrast, the opposite route
would be one of more protectionism,
anti-globalisation, blame, and tension (if not war)—a more likely outcome in the event of a Trump win,
which will negatively weigh on
markets for years to come.
Implications for investors
Over the past quarter, investors began to price in the increasing likelihood of a global recession, sparking
the strongest, deepest and quickest
market sell-oﬀ in just a few weeks—
with faster declines than those
seen in either the 1929-1939 Great
Depression or the snap crash of
1987. However, since the ‘boAom’
in late March, markets rallied on
the back of renewed stimulation,
and the evidence of peak infection
is apparent in most countries.
As the economic pain only started now—with more downside for
economies, consumers, and companies—this market rally seems unsustainable. and the risk remains that
markets will test the recent lows
in months to come. Investors should
therefore remain defensively positioned with alternative strategies
and a focus on selecting quality
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assets and companies (those with
strong balance sheets and lower
levels of debt) until markets present
a beAer opportunity to increase
exposure to equities.
Global cash and bonds, speciﬁcally in the US, have added signiﬁcant protection over the tumult
of the past few months. However,
with investors rushing into US
bonds as a safe-haven asset, and
the Fed cuAing interest rates to
0%, much of the protection value
oﬀered by these assets is already
in the price. Therefore, unless depression becomes more likely, US
bonds now appear quite expensive.
Looking local
On the domestic front, local interest
rates are coming down, and one
should therefore only keep enough
cash in a portfolio to cover the next
few years’ expenses. However, the
ﬁxed-income market (i.e. government bonds) is in a very diﬀerent
space. Now that the credit downgrade has been priced into the local
bond market, current yields are
much more aAractive and one
should consider an increased allocation to the bond market. With
yields currently in double-digit

territory and inﬂation low and wellmaintained, this allows investors
to lock in some of the highest real
yields available in the world today.
The local equity market, meanwhile, is likely to face severe headwinds in the form of bankruptcies
and defaults on the back of a slow
economic recovery. That said, many
companies will survive and are trading at favourable valuations, which
creates the opportunity to include
a few quality local companies with
good growth potential at historical
discounts into your portfolio. However, given the local headwinds, an
overweight to quality global companies that should beneﬁt from
faster recovering economies with
fewer structural hurdles makes
more sense.
Lastly, the rand is likely to remain under pressure during this
phase. Look for the currency to
boAom out and then start moving
stronger towards the end of the
year as the US dollar rally runs out
of steam and currency markets
begin to price in the reality of zero
interest rates in the US.
Maarten Ackerman is chief economist and
advisory partner at Citadel.

RETIREMENT PLANNING

TFSA vs RA (Part 3)
So which is beer? Or is there a place for both?
By:

STEALTHY WEALTH

IN THE ﬁrst part of this three-part
series that appeared in the March
2020 issue of Personal Finance, we
highlighted the seasoned veteran
of the retirement planning world:
The retirement annuity (RA).
While conceptually they have
remained unchanged over the years
since their introduction, the introduction of low-fee unit trust-based
versions coupled with relative stability in the tax treatment thereof has
meant that their inner workings
are fairly familiar to even the casual
investor.
The RA has become the estab-
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lished champion, going virtually unchallenged until a couple of years
ago when a new challenger rose
through the ranks: The tax-free
savings account (TFSA). The new
kid on the block was covered in
the April 2020 issue.
So, which way to go?
While COVID-19 has dominated the
news (as well as the May 2020 issue),
the question on many readers lips
is this: Which is beAer? Will we
be crowning a new champion, or
will the current incumbent retain
the title? Or, in that great tradition

MONEY MATTERS

by Steven Jones—Editor
I don’t know about any of you, but I’ve now had
my fill of COVID-19 as the pandemic continues
to dominate our lives and conversations while
the lockdown drags on. Fortunately, it looks
like a thin sliver of light is beginning to appear
at the end of a somewhat long tunnel.
The good news is that a number of countries
around the world are beginning to ease the
containment measures as infection rates begin
to level off, while health services seem to be
managing the Herculean task of testing for the
virus, providing treatment for those who test
positive, while trying to keep their people safe
in what is undoubtedly a risky environment.
The question on many people’s lips as the
lockdown enters its third month, however, is
what happens once the measures are eased?
Will things return to normal? If so, how long
will it take? And what will ‘normal’ even look
like after an upheaval such as this?
Unlike flipping the main switch back on when it
trips during a thunderstorm, one does not
simply switch an economy back on.
While companies such as AB InBev and BAT
will be going flat-out at the first hint that the
ban will be lifted to prepare for the inevitable
rush for booze and smokes, other industries
are likely to be far more cautious—assuming
that there’s actually still enough shekels in the
petty cash tin to resume operations, that is ...
The easing of the lockdown will also present
some opportunities. Many retailers will be
sitting on massive amounts of stock that they
will be anxious to get rid of, especially items
that have a limited shelf life or are seasonal.
Expect to see some massive sales taking place
at your local shopping centre—once you are
allowed back in!
However, this is all assuming that ordinary
consumers will actually have money to spend
once the shops (those that can) re-open their
doors. Many people will have seen their income reduced dramatically, while a significant
number have unfortunately had their income
reduced to zero due to retrenchment or the
closure of their business.
Even those who are in the fortunate position to
have survived thus far without their income
having been affected are likely to be cautious,
though, given that it is likely that we will still
see some economic casualties, even after the
lockdown is over.
While we’ve probably still got a long way to go
until we reach that point, it’s important in the
meantime that we keep cool heads. On the
health front, a second wave of COVID-19 cannot
be ruled out—we must therefore continue to be
responsible.
Likewise, from a financial perspective, life will
go on—which means that all that good planning
stuff that we write about in Personal Finance
each month needs to be tweaked and updated
in order to prepare for an uncertain and rocky
economic road once this is all over.
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breaks are awesome, so you will
do well in either one. However, a
few game-changers may make one
much beAer suited for your goals
than the other:
• When do you plan to retire? If
you plan to retire early, you may
prefer a TFSA since you won’t
be allowed to access any money
in an RA until you’re 55.

RA, TFSA, or both?
Picture credit: Pixabay (https://pixabay.com/photos/yes-no-opportunity-decision-woman-3100993/)

of multiple-choice questions, will the
answer be (c): all of the above?
Choosing between the two may still
seem a liAle overwhelming, so the
most important aspects have been
summarised below.

Now that you know the ins and
outs of RAs and TFSAs, you may be
wondering which would work beAer
for you.
They’re both excellent ways to
save for retirement and the tax
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• Do you have a work pension
fund? The tax treatment and
rules around pension funds and
RAs are preAy similar. This
means you already have a RAtype product through your
employer, and may want to
consider a TFSA instead of an
RA so you can diversify your tax
treatment.
• Are you in a high tax bracket? If
you’re a high income earner and
ﬁnd yourself in one of the higher
tax brackets, the tax deductions
on RA contributions can really
super-charge your investments
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and could leave you beAer oﬀ
than if you used a TFSA—
especially if you will ﬁnd yourself in a much lower tax bracket
once you retire).
The combo option
If you’re still undecided, there’s nothing wrong with doing a combination of an RA and a TFSA (there
are no rules preventing you from
having both). That way you can
get the beneﬁts of both types of retirement products. Going this route
will also give you a lot of ﬂexibility
when you do retire.
[Editor’s note: A recent retiree
whose equity component of a wellbalanced portfolio has taken a hit
in recent months, particularly in

the wake of market conditions
brought about by COVID-19, is using
the maximum annual contributions
for both himself and his wife to
fund TFSAs investing in funds that
have taken a hammering but show
promise once the COVID-19 crisis
has liCed. He is able to switch in
and out of funds as required without
any tax penalty, and even convert
funds into cash and withdraw these
if needed.
His longer-term portfolio is
parked in preservation funds (someone who is not yet 55 could use RAs
instead for their longer-term funds).
This is but one example of how
TFSAs and retirement products can
be used to form diﬀerent parts of
the overall retirement portfolio, each

fulﬁlling speciﬁc investment risk, tax
planning, and cash ﬂow roles. If you
are in doubt as to how best to do
this, contact a ﬁnancial planner.]
Finally, here’s a really great tax
hack (which I ﬁrst came across
courtesy of Nerina Visser from
etfsa.co.za): “Because RA contributions are tax-deductible, you get a
tax refund aCer you submit your
tax return. Take this refund and
plug it straight into your TFSA,
and let SARS fund your TFSA for
you.” What a win!
This article was originally published on the
Stealthy Wealth blog.
(www.stealthywealth.co.za)
Additional notes have been provided by the
Editor.
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Vaping, insurance, and
health: A hazy issue
Where there’s smoke, there’s ﬁre, as they say …
By:

CRAIG BAKER

HEALTH CONCERNS around vaping has increased over the years
as health professionals begin to
understand its adverse eﬀects. In
the US, the Harvard School of Public Health has called vaping “toxic”,
while the Centers for Disease
Control and Prevention (CDC) has
conﬁrmed 60 deaths associated with
vaping and e-cigareAes.
On the insurance side, global
reinsurer Hannover Re has described its eﬀects as “an epidemic
of lung injuries”, and Swiss Re has
urged insurers to take extra care
ascertaining exactly what people
are vaping before oﬀering them
cover.
Yet in South Africa, things seem
a lot more murky.
Finance Minister Tito Mboweni
suggested a tax on vaping in his
2020 Budget Speech, and government has proposed a Control of
Tobacco Products and Electronic
Nicotine Delivery Systems Bill, but
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neither have materialised as yet.
Local scientiﬁc research on vaping is hazy at best and, without
clear health warnings, many South
Africans are vaping away happily
without adequate information as
to how much danger they could be
puAing themselves or others in.
This is especially true within the
context of the current COVID-19
pandemic, which has been noted
to especially aﬀect the lungs and
has proven fatal when combined
with smoking-related cancers. While
the sale of tobacco products (including vapes) is prohibited during
level 4 lockdown, the average ecigareAe coil lasts 2-4 weeks, meaning that many may still be vaping
long aCer cigareAe smokers have
run out.
Insurers have expressed concerns about e-cigareAes—with good
reason.
Vaping has become popular
among South Africans. Worryingly,

this is especially true of the young.
Also, there have been few clear
warnings on the dangers of vaping.
South Africa lags countries like the
USA in terms of collating and analysing data in the healthcare space,
but just because limited local research exists to showcase vaping as
a concern, does not mean that the
concern isn’t valid.
Life insurers are in a unique position to see what is making people
sick, or pass away, and why—and
insurers, both in South Africa and
throughout the world, have noted
serious dangers associated with
vaping. Reinsurers have led the
charge since last year to treat vaping
and e-cigareAes exactly the same
as normal cigareAes, meaning signiﬁcantly higher monthly premiums
for people who vape versus nonsmokers.
Depending on what you disclosed to your insurer, it also means
that should you be aﬀected by
vaping-related critical illnesses or
episodes, you may not be covered
if something happens to you—the
chances of which are higher if you
vape than if you’re a non-smoker,
and may even be about the same
as a cigareAe smoker.
The dangers are certainly there
if one looks further abroad than

LIFE COVER
South Africa—countries like the UK
and America are awash with concern for vaping, backed up by
ﬁrm policy laws, ongoing medical
research, and experts dedicating
signiﬁcant resources to studying
vaping. In South Africa, we have
the same dangers, but without the
same public consciousness of the
severity of the situation.
Meanwhile, others are paying
aAention to the rising death toll.
Keeping in mind that this is a relatively new pastime the following
US statistics are noteworthy: “As
of October 28, 2019, 49 states have
reported more than 1 600 possible
cases of severe pulmonary disease
related to vaping … To date, 34
deaths have been aAributed to ecigareAe, or vaping, product use–
associated lung injury (EVALI). This
has resulted in much uncertainty
on the part of patients and clinicians,” according to Yale University’s
Stephen Baldassarri and Abigail
Friedman in their paper Vaping:
Seeking clarity in a time of uncertainty.
Still, with vaping having been
around for less than 15 years globally, and having been in the public
consciousness far less than that in
South Africa, there are still many

Many people have switch to vaping as what they perceive to be a less harmful alternative to smoking. However, this may not necessarily be the case, and insurers are concerned.
Picture credit: Pixabay (https://pixabay.com/photos/e-cigarette-vaping-1301664/)

unknowns, such as: What are the
long-term eﬀects of vaping? How
exactly does second-hand smoke
from vaping compare with normal
cigareAes? What about brain development in young people who take
up e-cigareAes?
Ultimately, it’s up to each individual to decide their stance on
vaping. Facts on the maAer are in
short supply; however, insurers are
increasingly stepping up and saying

that just because South Africa
isn’t collecting enough evidence of
the harms associated with vaping,
doesn’t mean they don’t exist.
Whatever the current position
is, however, there is nothing to suggest that vaping could be good for
you—other than it may be less bad
than smoking cigareAes.
Craig Baker is chief executive officer of MiWayLife, a division of SanlamLife Insurance Ltd.
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What the coronavirus has
exposed about our finances
When it comes to laying bare the faults in our ﬁnances, the coronavirus
pandemic has been particularly ruthless
By:

CRAIG TORR

WHEN IT comes to personal ﬁnances, it’s safe to say that most South
Africans are feeling fairly vulnerable. With lockdown about to go
into its third month, most of us
have had time to take careful
stock of our ﬁnances and put mechanisms in place to survive the next
few months of uncertainty.
With the beneﬁt of some hindsight, let’s take a look at what the

coronavirus pandemic has exposed
when it comes to money:
Convenience spend is directly related
to time-poverty
The busyness of our pre-lockdown
lives leC many of us feeling tired
and time-poor. Lack of time can
hinder our ability to do planning
which, in turn, can impact our convenience spend.
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When we are pressed for time,
we are more likely to spend money
on ready-made meals, takeaway dinners, coﬀee-on-the-go, Uber rides,
and other outsourced services. Conversely, having more time on our
hands as a result of lockdown means
that our convenience spend is likely
to have reduced.
That said, the challenge for us
all going forward is to ﬁnd a balance between being occupationally
productive while still having time
to do the things we enjoy.
Lack of adequate emergency funding
South Africans are notoriously bad
savers, and there are likely to be
very few people who can boast
that they had six months’ worth of
income stashed in their emergency
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suﬀering and will continue to do
so for some months still.
• As the race for a COVID-19 vaccine gathers more speed, pharmaceutical and medical technology
shares will be rife for speculation.
The reality is that not even the
world’s smartest investors can predict what will happen on the stock
market, and neither should we.

fund. Most of us keep suﬃcient
emergency cash to cover unexpected medical bills, car repairs, or
appliance repairs, but how many of
us have emergency funds to tide us
through six months of unemployment or loss of income?
An emergency fund is a critical
ﬁnancial buﬀer that can keep you
aﬂoat in times of crisis without you
having to rely on high-interest credit
cards or loans. Lockdown and uncertainty regarding the liCing of
restrictions will have leC anyone
without adequate emergency funding feeling particularly exposed.
Lifestyle creep prevents us from
achieving financial freedom
When it comes to laying bare the
faults in our ﬁnances, the coronavirus pandemic has been particularly ruthless. If you’ve allowed lifestyle creep to gradually gain more
ground, this economic shutdown
will have shone a light on those
areas where you’ve been living beyond your means.
Those who have been using cre-

Moment of truth
“Do not judge me by my successes,
judge me by how many times I fell
down and got back up again.”
Nelson Rolihlahla Mandela
(18 Jul 1918—5 Dec 2013)

PERSONAL FINANCE

Diversification is paramount
Coronavirus has reminded us all
of the need for investment diversiﬁcation across all industries and
asset classes. The global pandemic,
coupled with US President Donald
Trump’s escalating aAacks on China,
has wreaked havoc on stock markets across the world, making timing
and speculation particularly risky.

Business compliance is critical
Businesses that are not correctly
structured or registered will have
been more severely impacted as a
result of this pandemic. Through
the various relief measures that
government has put in place, it
has been made abundantly clear
that only those businesses who are
fully compliant and in good standing
with SARS will be able to apply for
relief.
Whether you’re a sole proprietor,
partnership, or private company,
your options in respect of geAing
ﬁnancial relief will have been severely limited by non-compliance.
Similarly, if your employees are
not registered for UIF, you will not
be in a position to apply for TERS
relief, and they will not be able to
lodge a claim if they are retrenched.
Regardless of how small your
business is, take steps to ensure that
you are registered for tax, UIF and
that you comply with all necessary
legislation.

• Many JSE-listed companies, including Woolworths, Sasol, Spur,
and Harmony, have issued statements indicating the negative
impact that COVID-19 will have
on their trade and income.
• With the Chinese economy grinding to a halt, many large companies with supply chains linked to
China (such as Apple) have had
their manufacturing ability curtailed.
• A number of Europe’s large vehicle factories are on the verge of
shuAing down as they are struggling to source parts.
• Retailers, entertainment and
restaurant groups, and travel
and tourism companies are all

Business diversification is key
It’s likely that the coronavirus has
also reminded us of the need to
diversify our businesses as a means
of mitigating risk and creating alternative income streams.
For many business owners, the
pandemic has been a catalyst for
innovation, creativity, and ingenuity
which, in many instances, has been
long overdue. For instance, a hairdresser who pre-lockdown only sold
her styling services may now be
convinced of the need to generate
income through product sales, online tutorials, monetising a website,
or a combination of all. Whether
you ﬁnd ways to generate alterna-

dit to fund lifestyle costs such as
expensive cars, fashion, tech gadgets,
and travel, and whose incomes have
been aﬀected as a result of the
pandemic, will be feeling the full
eﬀects of what it means to be unable
to service bad debt.
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tive income streams within your
current business or focus on monetising a side hustle, take concrete
steps to mitigate the complete loss
of income.
Formal employment is just as risky
There is a common misconception that running your own business
is ‘risky’ whereas being formally employed provides security.
The pandemic has brought to
light the risks associated with working for someone else and being wholly dependent on them for income.
With retrenchments on the rise and
our unemployment rate forecast to
be at 35% by December 2020, those in
the formal sector are being made
acutely aware of their tenuous positions as employees.
While not everyone is cut out for
entrepreneurship, it helps to be
aware of the risks you face as an employee and to mitigate against them
as far as possible.
Not doing an annual review of your
finances costs money
If you’ve neglected your ﬁnances
for a year or longer, you may be regreAing it now.

If you’ve put oﬀ reviewing your
life cover, for instance, you may have
been paying premiums for cover
that you no longer need. On the
other hand, you may ﬁnd yourself
under-insured at a time when the
need for life cover is critical.
If you’ve neglected to keep your
will and other estate planning documents updated, you may be legal
advice now to get your aﬀairs in
order. Similarly, if you’ve been
puAing oﬀ making investment decisions, you may have missed out on
recent market returns.
Not regularly reviewing your
medical aid options may mean you
are stuck on a core hospital plan for
the remainder of the year when you
should ideally be on a more comprehensive plan option.
Waiting to save is counterproductive
If you’ve been waiting for the right
moment to start saving, that moment has already passed. As the
Chinese proverb goes: The best time
to plant a tree was twenty years ago.
The second-best time is now.
If, like most South Africans, your
income has been aﬀected by the
pandemic and you’ve put together

a ‘survival budget’, you may have
been surprised to ﬁnd that you had
some wiggle room in your budget—
extra money that could have been
put to beAer use in an interestbearing account.
Health is a financial priority
What makes COVID-19 particularly
frightening for most of us is the uncertainty around the virus: how
and where it started, whether it mutates, why it aﬀects some people
worse than others, what the longterm eﬀects on the body are, whether a vaccine will be found. For
most of us, it’s given us cause to
reﬂect on our mortality and to make
our health—and that of our loved
ones—our ﬁrst priority.
Financially, we’ve given priority
to securing our medical aid and
gap cover, sourcing healthy food,
ordering our medicines and supplements, and buying masks. Going
forward, we need to remind ourselves of the ongoing need to prioritise our health when it comes to
budgeting.
Craig Torr is a director and share-holder of
Crue Invest (Pty) Ltd.
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Long-term, local is likely
to be lekker once again
Moody’s downgrade creates long-term recovery prospects for South
African investors—here’s how
By:

ANDREW DUVENAGE

THE PAST couple of months have
seen the local market hit by a triple
whammy: Both local and global
markets have crashed as the economic impact of the COVID-19
pandemic begins to be felt resulting
in a market sell-oﬀ; a rapid decline
in oil prices has created a global
supply shock; and on the evening
of 27 March 2020 ratings agency
Moody’s downgraded South Africa’s
credit rating to sub-investment
grade, or ‘junk’.

The market had already largely
factored this latest downgrade into
its pricing. South African government bonds have indicated that
they have been priced for junk for
quite some time. The COVID-19
pandemic has acted as the proverbial nail in the country’s economic
coﬃn from a ratings perspective.
That said, markets have a strange
way of adapting to a crisis as investors come to term with what has
happened and the media has moved
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on to the next big news story. Here,
then, are a few principles to keep
in mind when navigating markets
in the current environment.
The markets typically do recover
From an investor’s perspective, it is
important to remember that markets have sold oﬀ before and will
undoubtedly do so again in the
future—and also, most importantly,
that they typically do recover.
While the COVID-19 situation is
in many ways unprecedented, market sell oﬀs are not. In fact, they
happen with regularity. Think back,
for example, to the Great Financial
Crisis (2008), the Dot Com Bubble
(2001), the South East Asian Crisis
(1997), and the 1987 crash. In fact,
we have seen traumatic market dislocations all the way back to the
Great Depression in 1929—and un-
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doubtedly will again.
While the initial sell oﬀ in the
JSE has been deep and the ZAR
has mirrored emerging market currency weakness, it is possible that
when risk appetite returns to
markets, countries like South Africa could well be the beneﬁciary
of ﬂows of money in the search of
yield, given the aggressive cuAing
of interest rates the world over. The
massive amount of money being
pumped into the global system
could well ﬁnd its way out of traditional safe haven assets with nearzero interest rates, and aid in the
recovery of asset classes which
have sold oﬀ signiﬁcantly in the
‘ﬂight for safety’ that we have been
witnessing.
Reconsider exiting the market
Recent market volatility will understandably leave many investors
jiAery. However, the danger posed
for those who decide to exit the
market until it shows signs of recovery is that there is no indication of
when prices have hit rock boAom.
Market recoveries can occur relatively quickly from the boAom of a

sell-oﬀ, and those investors who
miss it will oCen ﬁnd it diﬃcult to
re-enter the market.
Also, if investors are not able to
beneﬁt from an upturn, they won’t
be able to recoup their losses. As
an example, the recent sell oﬀ of
the S&P500 was the fastest 30%
move that we have ever seen—yet
the period from 24-26 March represented the biggest three-day gain
on that index since the Great Depression.
Around the world, central banks
and federal reserves are starting to
step in with both ﬁscal and monetary policy in an eﬀort to stimulate
markets. These responses are at
some point likely to make an impact,
and the risk for investors trying
to time markets is that they may
well capitalise losses, and then be
out of the market during a recovery.
Keep the risks in mind
Those investors currently weighing
up their options of whether or not
to remain invested need to remember the inherent risks in exiting
the market, given the fact that interest rates are currently low—and

are predicted to fall even further
both locally and in other jurisdictions—which means that parking
money in cash or safe haven assets
may not be an aAractive long-term
option. As such, exiting markets to
sit in cash moves investors into a
‘market timing’-type of strategy, and
this is a very diﬃcult thing to do.
To sum up
It is vital to remove emotional or
knee-jerk reactions to market volatility. A beAer approach is to have
a long-term investment strategy in
place, and structure portfolios both
to appropriately reﬂect the risk tolerance of the investor and to enable
it to absorb volatility over time.
The best advice for investors in
the current environment is to hold
oﬀ from any unnecessary sales,
and to remember that market dislocations create opportunity. In short,
beware of acting reactively. Instead,
take a long-term view—and remember that markets typically do recover over time.
Andrew Duvenage is the managing director of
NFBPrivate Wealth Management.
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Tired of having to rob Peter
in order to pay Paul?
Consider debt consolidation, but understand the beneﬁts and pitfalls
By:

TESSA VERWOERDT

WITH THE lockdown period having
signiﬁcant ramiﬁcations for personal ﬁnances, many consumers are
asking about available options to
assist in managing their money
beAer. One option is debt consoledation, which in the right circumstances can improve current cash
ﬂows and save costs.
Debt consolidation involves taking multiple outstanding loans
and combining them into one new
loan with only one monthly repayment. This means that you can
avoid having to pay several instal-
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ments to multiple creditors, each
with their own associated costs.
Instead you pay back only one instalment on one loan. You do however need to consider what the
total cost of this loan over the entire period will be.
The idea behind consolidation is
to reduce the number of creditors
that you need to pay on a monthly
basis, making it easier to manage
your debt repayments.
Debt consolidation generally will
not include secured loans like your
car or home loans. It will apply to

unsecured debt like a credit card,
personal bank loans, lines of credit,
and other debts like medical bills—
especially when they have mounted
up. During diﬃcult economic times,
and especially as thousands of
consumers will be faced with cash
ﬂow challenges and are forced to
tighten their belts even further as a
result of the lockdown, debt consolidation can be a solution for those
who have trouble keeping up with
their monthly payments.
This solution is especially relevant where you have one or more
loans in arrears. Your debt consolidation service provider can negotiate seAlement discounts with your
existing creditors, thereby reducing
your overall debt burden and improving your credit proﬁle at the
bureaus.
The consolidated loan should
also have a lower monthly repay-
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ment compared to your existing
creditor repayments. However, it’s
important to check the interest rate
and cost of the new loan to ensure
that it actually is lower than what
you were previously paying.
It is also important to understand the eﬀect of a longer term of
the new loan, as you may end up
paying more interest over the life
of the loan—even if the annual interest rate is lower.
On arrears debt, you can negotiate seAlement discounts that will
help you to reduce your overall
debt exposure before consolidation.
This will reduce the term or instalments of the consolidation loan signiﬁcantly, and will help you save
on additional arrears interest and
costs that increase your debt balan-

ces, making it more diﬃcult to pay
oﬀ a debt or keep up with payments.
However, once you have consolidated your debt, it’s critical that
you don’t continue to build up
debt on your credit cards and other
accounts that you included in the
consolidation. The best course of
action is to close the accounts and
cut up the cards.
Furthermore, it is important to
be disciplined with your ﬁnancial
behaviour and resist the temptation
to borrow again if you are unable to
aﬀord additional debt. Remember
too that creditors will see this as
an opportunity to market to you
again aCer your debt has been consolidated, or your loans have been
seAled with them.
In time, well-managed debt con-

solidation can help to improve your
credit score, which will enable you
to obtain beAer credit terms in the
future. In this regard, it is important
for you to obtain paid-up leAers
or statements from creditors and
debt handed over to debt collection
agencies, which have been seAled
via the new consolidation loan, to
ensure that the debt is paid up
and no additional costs continue
to mount up, and that the bureaus
are updated accordingly.
Finally, check your credit health
reports to know where you stand,
and seek out help from registered
and trusted ﬁnancial institutions
when faced with challenges.
Tessa Verwoerdt is the department head for
money solutions at Bayport Financial Services.
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Keeping cyber criminals
out of your home office
You wouldn’t give your keys or alarm fobs to a person you don’t know,
so make sure that you don’t do the electronic equivalent online
By:

ALLIANZ GLOBAL CORPORATE & SPECIALTY

CORONAVIRUS IS changing how
people work and interact every
day. Many companies have needed
to expand their remote working
capacity as a result of the outbreak—and usually at very short
notice.
In order to provide as many employees as possible with easy access
to operating soCware and systems
quickly, in some cases IT security
standards may have had to be
lowered or suspended, resulting in
potential cyber security exposures
for companies and individuals alike.
One consequence of potentially
laxer security may be that cybercriminals and hackers may ﬁnd it
easier to penetrate previous eﬀectively protected corporate systems,
causing data breaches, cyber blackmail intrusions, and IT system failures. In fact, it is estimated that
anywhere between 50% and 90%

of data breaches are caused or
abeAed by employees, be it by
simple error or by falling victim
of phishing or social engineering.
According to the Allianz Risk
Barometer, an annual survey of
more than 2 700 risk management
experts around the globe, cyber risk
already ranked as the number one
threat for businesses in 2020 before
the coronavirus outbreak, driven
by concerns about data breaches
becoming larger and more expensive; ransomware incidents bringing increasing losses; and Business
Email Compromise (BEC) or spooﬁng aAacks, which typically involve
social engineering and phishing
emails to dupe employees into revealing conﬁdential or valuable information, increasing in frequency.
BEC aAacks have resulted in
fraudulent losses in excess of $20
billion since 2016. Unfortunately, the
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signiﬁcant increase in home workers
accessing the corporate network
with a virtual private network (VPN)
connection because of the coronavirus pandemic only exacerbates
these risks, providing a perfect opportunity for cyber criminals, as
recent events demonstrate only too
well.
Coronavirus phishing scams
with malicious links or aAachments
sent out by email or WhatsApp
messages started circulating in
January 2020, and their number has
continued to increase since. The
European Commission has said
that cybercrime in the EU has risen
since the outbreak began, while
the World Health Organization
(WHO) recently warned about suspicious email messages aAempting
to take advantage of the COVID19 emergency by stealing money
and sensitive information from the
public.
In some countries, data shows
that the number of aAempted cyber
aAacks increased ﬁve-fold between
mid-February and mid-March. In
April, Google detected and blocked
more than 18 million malware and
phishing emails, and 240 million
daily spam messages related to the
pandemic in a single week. In total,
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the tech giant blocks more than 100
million phishing emails each day.
Jens Krickhahn, a regional practice leader of cyber insurance at
Allianz Global Corporate & Specialty
(AGCS), warns that “remote workers
may be dressing down in the home
oﬃce, but this does not mean that
they can be casual when it comes to
maintaining IT security standards”.
In the new risk bulletin entitled
Coronavirus: Staying Cyber-Secure
Through The Pandemic, AGCS cyber experts provide an overview of
tips and measures to consider in
order to combat internet aAacks.
These are based on the core measures of the German Federal Oﬃce
for Information Security and the
guidelines of the Charter of Trust,
an association of companies promoting global IT security (of which
Allianz is a member), and apply to
all devices—including those provided by companies for employees
to use.
Suggested measures to consider
for bolstering IT security in the
home oﬃce highlighted in the bulletin include:
• keeping soCware up-to-date;
• activating virus protection and
ﬁrewalls;
• being
increasingly
cautious
about sharing personal data—
online fraudsters increase their
success rates by addressing victims individually;

With many people working remotely because of the coronavirus outbreak, the number of cyber incidents is
increasing as hackers, scammers and spammers look to exploit vulnerabilities in an attempt to steal your
valuable information.
Picture credit: Pixabay (https://pixabay.com/illustrations/hacker-attack-intel-processor-3062252/)

• making sure that web browsers
are up-to-date;
• keeping passwords safe, and
changing them regularly. The
general rule is: the longer, the
beAer;
• protecting conﬁdential emails
with encryption;
• only downloading data from
trusted sources;
• making regular backups;
• turning oﬀ voice-activated smart
devices and covering webcams
when not in use;
• making clear distinctions between devices and information

•
•

•

•

for business and personal use
and not transferring work between the two—this will prevent unintentional information
leakage;
identifying all participants in
online sessions;
logging out when devices are no
longer in use, and keeping them
secure;
following security practices for
printing and handling conﬁdential documents; and
being careful with suspicious emails or aAachments, especially
if the sender is unknown.
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Annuities are not one-sizefits-all
Don’t choke on your retirement with the wrong annuity
By:

RAJEN NAIDOO

RETIREMENT IS a goal that most
people aspire to with dreams of
walks on the beach and long games
of golf. Sadly, the reality is that for
more than 90% of South Africans,
retirement is more a nightmare
than it is a dream. The reasons for
this alarming statistic range from
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a lack of preservation, insuﬃcient
contribution rates, low pensionable
salaries, and inappropriate investment choices.
An important factor to ensure
that individuals have a comfortable
retirement is the annuity that they
select at the time of retirement.

Do I have to buy an annuity at retirement?
Once you reach retirement age and
you were part of a retirement fund,
you are faced with the question of
what to do with your retirement
savings that you have accumulated
over your working career. By preserving your beneﬁt every time
you've changed jobs, contributing
adequately, and selecting an appropriate investment strategy, your
retirement savings can be quite
signiﬁcant.
If you have been part of a pension fund, you have the option to
take up to one-third of your retire-
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ment beneﬁt as a lump sum in
cash, with the remaining two-thirds
being used to buy an annuity. However, if you were a part of a provident fund, you have the option to
take up to 100% of your beneﬁt in
cash. These rules are speciﬁed in
the Income Tax Act and are not
set by the insurance company.
When deciding on the amount
of the retirement savings beneﬁt
to take as a cash lump sum, you
should bear in mind that this lump
sum will be subject to tax.
What annuities do I have to choose
from?
Once you have decided how much
of your retirement savings you wish
to use to buy an annuity, you are
faced with the choice of which annuity to buy.
It is a common misconception
that there exists only one annuity
type. The reality is that there is a
myriad of annuities to choose from,
each with their own pros and cons.
You should speak to your ﬁnancial
adviser to determine the most appropriate annuity for you to meet
your particular needs.
Many individuals select an inappropriate annuity for their speciﬁc
circumstances—and, as a result, they
are leC in an uncertain ﬁnancial
position that could have been avoided if they had understood the
options available, the pros and cons
of each, and worked with a licensed
ﬁnancial adviser to make the correct
choice.
Living annuity
These annuities are very popular in
South Africa—and while they certainly have a place in the retirement
landscape, you should take time to

understand the versatility of the
product, along with the risks that
you face.
Living annuities provide you
with signiﬁcant ﬂexibility and customisation, since you can decide on
the underlying portfolios that you
wish to invest in, and the level of
income you wish to receive per
month (known as the drawdown
rate). However, the drawdown rate
is limited to between 2.5% and 17.5%
of the value of the portfolio.
This ability to customise your
investment portfolio also introduces
you to investment risk, because
you will bear the full responsibility
if the underlying portfolios that you
chose perform poorly.
The ﬂexibility in terms of the
drawdown rate is also a risk, because a living annuity provides no
income guarantee. Therefore, when
your retirement savings are depleted, you will eﬀectively receive no
further income. This can happen
if you live longer than expected,
or when the underlying portfolios
perform poorly.
On the other hand, if you die and
your retirement savings are not yet
depleted, the remaining money will
form part of your estate.
Conventional annuity
Conventional annuities diﬀer from
living annuities, in that while they
oﬀer limited ﬂexibility and customisation, you do not take the investment risk, the risk of selecting the
appropriate portfolios to invest
your savings in, and the risk of
outliving your savings.
With a conventional annuity,
the income is guaranteed for life,
regardless of how long you live for.
You do not have to worry about
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running out of your retirement
savings or funds if investment performance is poor, or if you live
longer than expected. However, unlike with a living annuity where
the remaining funds are transferred
to your estate when you die, a conventional annuity does not transfer
any funds to your estate (unless
there is a guaranteed payment period, in which case a lump sum
representing the unpaid periods is
transferred to your estate).
The income that you will receive
depends on the cost of the annuity.
The higher the cost, the lower the
income. The cost of a conventional
annuity is broadly determined by
the following factors:
• Age: The younger you are, the
more expensive the annuity is
because you have a longer life
expectancy.
• Gender: On average females live
longer than males, and therefore
an annuity will cost more for a
female than for a male.
• Interest rates: The higher the
prevailing interest rates, at the
time of purchase, the cheaper
the annuity and the higher the
level of income. If the interest
rates change aCer you bought
your annuity, the income that
you receive will not change.
• Annuity features: While conventional annuities are referred to
as a broad category, there are
many types of conventional annuities, each with their own
distinct diﬀerentiating features
such as guaranteed periods or
increase agreements.
A guaranteed period is the
period of time for which the annuity will pay an income, regardless of whether you are alive or
not. The longer the guaranteed
period, the more expensive the
annuity.
The annuity agreement can
also specify the increases payable. Therefore, the annuity could
be level (i.e. where your income
remains constant throughout); a
ﬁxed increase annuity (i.e. where
your income increases every year
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by a ﬁxed amount, for example,
5%) or an inﬂation-linked annuity (which increases your income
by inﬂation every year).
With-profits annuity
A with-proﬁts annuity is a third
annuity type that is very similar to
a conventional annuity.
Much like a conventional annuity it guarantees you an income until
you die, and it also does not pay
the remainder of your retirement
savings over to your estate upon
your death. The diﬀerence between
the two is that unlike a conventional annuity that speciﬁes the
increases up front, either a ﬁxed
percentage or inﬂation, the increases
under a with-proﬁts annuity are
uncertain and not guaranteed.
The increases under a withproﬁts annuity are determined by
the performance of the underlying

investments and the mortality experience of the group of pensioners
or policyholders. This means that
if the mortality experience of the
group was higher than expected
and investment performance was
beAer than expected, the increase
in income will be high; but if the
mortality experience of the group
was lower than expected and investment performance was poor, then
the increase in income payable to
annuitants will be low, if any.
It is important to remember that
once an increase has been declared,
it cannot be taken away. This new
level of income, aCer the bonus has
been declared, becomes guaranteed
for life and your income can not
drop to a lower income. Most insurance companies apply techniques
to smooth the level of the increase
in income so that members do not
experience very volatile increases.

With a with-proﬁts annuity, you
take some of the investment and
mortality risk—but not all of it, as
is the case with a living annuity.
Therefore, with-proﬁts annuities are
typically cheaper than conventional
annuities.
What do I need to do?
The choice of which annuity to
purchase is an important one, and
should never be underestimated.
You need to be aware of the various
types of annuities that are on oﬀer,
along with their features and risks.
To make the right choice, you
should always get advice of a licensed ﬁnancial adviser to assist
you in navigating the gambit of
choices that you face as you approach retirement.
Rajen Naidoo is head of income and structured
solutions at MomentumCorporate.
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The ‘cheapest’ way to
finance a payment holiday
It’s not as simple as skipping three payments and then adding three
By:

HILTON TARRANT

MANY SOUTH Africans are requesting or taking up banks’ oﬀers of
a three-month payment holiday on
their debt (and, in some cases, banks
are requesting customers in certain
segments to opt out of these).
A payment holiday is not a solution for everyone, however. Small
business owners would typically
require signiﬁcantly more help from
their banks. However, in the case
of salaried individuals who have
been forced to take a pay cut, or
have lost out on commission they
would normally earn (or overtime
traditionally worked), it is likely to
be a very sensible course of action
(along with cuts in unnecessary
expenses) until things return to
normal.
For payment holidays, the default plan across most banks is that

PERSONAL FINANCE

interest and standard monthly administration fees would still accrue
for April, May, and June, and that
the term remaining on the loan in
question will be extended.
Sounds simple enough. However,
the extension on the term of the
loan is almost always not three
months. This is an easy incorrect
assumption to make.
On short-term debt, like a personal loan or one with a relatively
short remaining repayment period,
the impact of the accrued interest
and the term extension is not that
signiﬁcant. It could still require a
fourth (or ﬁCh) month’s payment
to cover the additional interest.
On long-term debt like a home
loan, however, you will end up
paying signiﬁcantly more by simply
taking up the oﬀer of a payment

holiday and extending the term. In
this case, the term extension could
easily be closer to a year(!) than to
three months, given that the monthly repayment would need to remain
the same.
FNB, perhaps uniquely among
banks, is promoting a Cashﬂow
Relief Plan instead of a straight term
extension. Simply, this is a separate
ring-fenced loan used by the bank
to cover the repayments due over
these three months. Repayment
will start once the relief period is
over.
Doret Jooste, chief executive
oﬃcer of FNB Retail Money Management, says that “the solution is
designed to be less expensive compared to the traditional payment
break with a term extension, where
a customer could potentially be
paying ‘interest upon interest’, fees
are still levied during the break, and
their repayments on the longer term
will be based on the conditions of
the existing agreement, for example
interest rate and fees. In the longterm, the total cost of credit for a
payment holiday with a term extension is signiﬁcantly higher than a
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cashﬂow relief plan.”
From the indicative comparison
alongside, it is clear that a default
term extension is not the most
eﬃcient way to fund a payment
break. Using a ring-fenced cashﬂow
loan on a home loan with R1 million
outstanding over another 17 years
(at an interest rate of 7%) would save
this hypothetical customer nearly
R54 000. If they manage to seAle
the ringfenced cashﬂow loan quicker, this saving will be higher still.
It must be noted that they’re
not really doing anything fundamentally diﬀerent—they are still
utilising a payment break, but are
simply funding it in another way.
(Of course, they would be taking
out an additional loan to do so.)
A further alternative (largely being downplayed by the banks) is
to apply for a payment break but
fund it by keeping the remaining
term of the underlying agreement
the same. So, on the home loan
example, this customer would enjoy the payment break but would
spread the balance over the remaining term. This would translate to
a modest ±R150 a month increase
on their payment.
What this comparison shows is
that consumers taking up these
oﬀers need to understand the impact of what they are signing up for.
If you are unsure, ask your bank.

Veronica Vurgarellis is a director, and Musa
Zimu is a candidate attorney, both from
Lawtons Africa.

Hilton Tarrant is fromYFM.
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Why successful investors
avoid gambling
There’s a vast diﬀerence between a calculated risk and a ﬂuer
By:

TLOTLISO PHAKISI

ONE OF the most famous poker
games ever recorded took place at
the 2008 World Series of Poker,
where Motoyuki Mabuchi, completely conﬁdent in the winning
prospects of his rare four aces,
went all-in, beAing all of his remaining chips against opponent Justin

Phillips. Then, playing one of the
most statistically unlikely hands
in history, Phillips revealed a royal
ﬂush, sending Mabuchi packing with
nothing.
To put just how highly improbable this outcome was into perspective, the odds of four aces facing-
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oﬀ against a royal ﬂush are about
one in 165 million. You’d need to play
poker for about 18 000 years, uninterrupted, to land these odds.
For investors, this example demonstrates that no maAer how sure
or conﬁdent you may be, never go
all-in on a single share or company.
There is always the risk or chance
of some crazy outlier appearing,
and ﬁnancial markets are simply no
place for gambling. The hope of
achieving outsized returns by investing everything in a stock that seems
as though it could be the next Amazon, Alibaba or Naspers is highly
seductive, but the reality is that for
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each of these success stories, there
are many other companies that have
fallen along the way.
An investment in a single share
raises the risk of suﬀering extremely
large drawdowns in times of uncertainty, as opposed to if you ‘hedged
your bets’ across a range of investments. In other words, by avoiding placing all your eggs in one
basket and by diversifying your
investments across diﬀerent industries, sectors, regions, and even
asset classes, you can mitigate your
investment risk.
The dangers of going all-in on a single
investment
In my own experience, another lesson on resisting the urge to gamble
with a single asset or even asset class
arose slightly closer to home when a
close relative received his severance
package. Without being oﬀered
access to a ﬁnancial adviser, and
feeling reluctant to seek one out
himself, he was tempted into investing all of his money in the forex
market in the hope of making quick
returns on his capital.
Needless to say, the imagined
“easy win” didn’t materialise, and he
lost a substantial amount of this
retirement capital. Despite being
past the age of retirement, he was
compelled to seek re-employment
to survive.
And as a ﬁnal example, the
COVID-19-driven rollercoaster ride
of the past few months has reemphasised the importance of diversiﬁcation for protecting portfolios
against economic risk, market risk,
industry risk, and business risk.
For instance, since the pandemic
began and economies went into
lockdown, travel, retail, and shipping companies have experienced
extremely sharp declines, while others oﬀering digital streaming and
video conferencing have fared much
beAer—events that were impossible
to predict. A diversiﬁed investment
will have had exposure to these
winners and gainers, notwithstanding the extremely stressed environment.
South Africa’s own equity mar-
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ket experienced deep declines over
the ﬁrst quarter of 2020, in line with
the global sell-oﬀ in riskier assets,
as the benchmark FTSE/JSE All
Share Index (ALSI)—which represents a diverse basket of shares—fell
as much as 21.4%. However, it is
worth noting that as many as 27
companies fell even more than the
index, including former market
darlings such as Capitec, The Foschini Group (TFG), and MTN.
Capitec, for instance, was trading
above R1 400 a share at the end of
2019, but given that it had been
trading at elevated multiples, led
the decline in banking shares seen
in the ﬁrst three months of 2020
by falling nearly 40%.
TFG, shedding 54.7%, then led
losses in the clothing retail sector,
which has been particularly hardhit by the national lockdown, while
MTN declined 41.3% on the back of
falling oil prices (which negatively
impacted its biggest market in
Nigeria), as well as the announcement that chief executive oﬃcer
Rob Shuter would be stepping down
at the end of his contract in March
2021.
The three key risks of investing in a
single share
To help investors understand the
importance of diversiﬁcation for
successful investing, and guard

against the temptation of investing
in a single company (no maAer its
potential), here is a brief overview
of the three key risks of investing
in a single share, namely industry,
management and company-speciﬁc
risk:
• Industry risk: If the company
you choose operates in an industry facing a challenging or deteriorating macroeconomic environment, the share price is likely to
be negatively impacted regardless of how well the company
may be run.
Consider, for instance, the
aviation industry, which has recently been hard-hit by lockdowns and travel bans, and is
likely to come under pressure
for some time—and while oil
prices have recently fallen to
record lows, if oil prices were
to surge again, for example, airlines would also struggle to make
any proﬁts owing to increased
costs.
• Management risk: Management
teams are ultimately human beings who can make mistakes,
and while the management team
of a company may have a great
track record, this is not a guarantee of wise decision-making and
performance into the future.
Referring to the example of
an airline company, its manage-

Bellan Media is on the Web!
We are very excited to announce the launch of our new website, which we believe will
enable us showcase our magazines and
also provide additional benefits to our
valued subscribers.
The site builds on our magazines' 30-year
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respective fields. The strategic partnerships that we have formed with selected
organisations known for their expertise,
ethics and service, will greatly enhance
our offering.
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ment may, for instance, make
the decision to lock-in the price
of oil at a level they believe to
be aAractive. However, if oil
prices were to fall a few months
later, the company would inadvertently end up paying far more
for the oil compared to its competitors.
• Company-specific risk: The third
primary risk of investing your
entire portfolio in a single share
is company-speciﬁc risk, or the
threat that you may lose everything owing to unique challenges
and issues facing the company
itself.
A case in point is Steinhoﬀ’s
dramatic fall from grace following the discovery of fraud by its
management. Another recent
example is Sasol, whose share
price has been deeply impacted

by the steep decline in the oil
price, operational challenges and
balance sheet issues.
Diversified investment options
When it comes to investing, puAing
all your money on a single share
is akin to gambling—and shares
few parallels with the discipline of
investing.
A beAer option than gambling
on a single share is to invest in a
diversiﬁed portfolio of shares such
as a unit trust, which is managed
by ﬁnancial professionals who will
perform the necessary stock analysis and diversiﬁcation on your behalf. You could further consider
investing in a multi-asset portfolio,
which invests across a range of asset
classes including shares, property,
bonds, and cash.
Alternatively, you could also con-

sider investing in low-cost exchangetraded funds (ETFs), which track
various market indices such as the
JSE ALSI. EasyEquities, for example, oﬀers access to professionallymanaged ETF bundles, which blend
diﬀerent ETFs and exchange-traded
notes (ETNs) to ensure the appropriate exposure to diﬀerent asset
classes, industries and regions to
suit the needs of diﬀerent types of
investors.
However, if you are feeling at all
uncertain or confused, it would be
wise to reach out to a ﬁnancial
expert who is equipped to advise
you on the types of investments
best suited to your risk proﬁle and
investment goals.
Tlotliso Phakisi is an investment analyst at
Cannon Asset Managers.

How do I invest in property outside SA?
Buying property oﬀshore might be quite rewarding, but there are some risks to be aware of.
QUESTION
I’m looking to invest in property outside South Africa. Is it wise to buy property myself and use a rental management company, or should I rather
invest in a platform that pays dividends?

Answer provided by SONIA DU PLESSIS, a financial planner at Brenthurst Wealth
HAVING FIXED property as part of your investment portfolio is a big decision, especially if it’s not your primary residence. Firstly, you should be
able to comfortably aﬀord the property, whether you buy locally or abroad. The golden rule about investments is diversiﬁcation, and a property
(oﬀshore or locally) should only make up a percentage of your portfolio.
Buying property oﬀshore might be quite rewarding, but would come with its own set of risks. Firstly, you will be far from your ‘investment’
and you might not be too familiar with the oﬀshore property market. If however you have plans to move there in the future, it might make sense
to buy the property. If the property is outside the borders of SA, it would be sensible to have a rental management company involved in managing
it for you. This will give you peace of mind, and you won’t have to struggle with the day-to-day aspects involved in managing the property—for
example, geAing tenants or ﬁxing any issues at the house.
You should also be aware of the legal and tax implications of purchasing an oﬀshore property. You will have to look at geAing an oﬀshore will
and testament, and will need to become familiar with situs tax (tax related to where the asset is located). With assets registered in some countries,
you may have to pay estate duties, even if you are not a resident of that country. This is the case in the UK and the US. South Africa has double
tax agreements with some countries that make allowance for estate duties so that you don’t have to pay tax twice.
These days it is very important to have liquidity in one’s investment portfolio, and buying property brings in a ﬁxed—and therefore less
liquid—element to your funds. Investing in an investment vehicle where the growth will be from interest and dividends should be an option to
consider. The main advantage would be liquidity. As a South African, one cannot just take money abroad—you have to take it out through your
R1 million discretionary allowance, or you would have to apply for tax clearance, which can be done for an amount of up to R10 million.
If you are inexperienced with oﬀshore investments, I would encourage you to work through a ﬁnancial advisor who is familiar with them.
Do you have a question relating to your finances? Pop us an e-mail to info@bellanmedia.co.za.
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