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deposits to 30-year bonds.  In Swit-

zerland, negative yields extend all 

the way out to 50 years. 

The message from the bond  

market is clear—investors need to 

consider the investment implica-

tions of a prolonged period of low 

inflation and weak global growth. 

 

Investment implications 
Dividends will become increasingly 

sought-a�er 

With cash and bonds offering inves-

tors very li'le in the way of yield, 

investors are likely to turn to divi-

dend-paying equities for income.  

The chart below highlights the yield 

THE YIELD of a country’s 10-year 

government bond provides im-

portant insight into its economic 

prospects.  Above-average yields on 

the debt of reliable borrowers typi-

cally represent an expectation of 

above-average inflation and strong 

GDP growth.  Very low yields imply 

the opposite. 

Twenty years ago, over half of 

the global bond market boasted 

yields in excess of 5%.  Today, only 

3% are still able to offer those kinds 

of yields, and as much as a quarter of 

the global bond market are offering 

negative yields.  In Germany, yields 

are negative all the way from cash 

WEALTH BUILDING STRATEGIES FOR INVESTORS AND FINANCE PROFESSIONALS 

As difficult as it may be for South Africans to conceptualise interest 

rates below zero, this is the current scenario in some of the world’s  

largest economies 
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strong balance sheets suggest that 

they will continue to increase divi-

dends despite tough conditions. 

The chart below (using Procter & 

Gamble, another top ‘defensive’  

company, as an example) highlights 

the relationship between dividend 

and capital growth over the long 

term. 

Reliable dividend growth and an 

acceptable yield to re-invest should 

ensure inflation-beating returns 

from these investments in a world of 

negative interest rates. 

 

 

Editor’s note: 

While South Africa continues to 

maintain strongly positive real (i.e. 

above-inflation) interest rates with 

the Reserve Bank’s repo rate current-

ly at 6.5% a�er the 25 basis point cut 

in July, central bank rates in the US 

and Europe are deeply negative in 

real terms, with further cuts still  

expected. are currently cu0ing rates. 

For example, while the UK's 

equivalent of the SARB Monetary 

Policy Commi0ee voted to keep the 

Bank of England base rate on hold  

at 0.75% at their November meeting, 

2 out of the 9 commi0ee members 

voted for a cut—something that is 

considered fairly astounding, given 

the previous expectations of rates 

possibly rising.  With UK inflation 

having already dipped below 2%  

this quarter, and economic growth 

expected to be around 1 - 1.5% for  

• Market-leading brands 

• Geographic diversification 

• Low debt levels 

• High, free cash flow 
 

Coca-Cola, for instance, is the market 

leader in multiple non-alcoholic  

beverage categories, generates sales 

in 180+ different countries, boasts  

a market capitalisation of over $200 

billion, and has a A1 credit rating—

qualities which have helped under-

pin 57 consecutive dividend increa-

ses. 

 

The best place to be invested 
The investment implications of a 

prolonged period of low inflation 

and weak global growth suggest 

that the world’s top dividend-paying 

investments are likely to serve inves-

tors best in the years ahead.  Not 

only are the dividend yields of high-

quality companies like Nestlé and 

Coca-Cola significantly higher than 

bond yields, ‘defensive’ products and 

differential between Nestlé (a Swiss 

multi-national) and the Swiss 30-

year government bond. 

The current 2.6% yield differen-

tial is unusually high and unlikely  

to persist, considering that both in-

vestments pay out income in Swiss 

Francs and exhibit similar levels  

of price volatility.  This presents 

downside risk to bond investors,  

and upside potential for dividend 

investors. 

 
Preference will be for defensives over 

cyclicals 

Companies which produce goods 

and services that consumers can’t  

go without have the ability to in-

crease prices without sacrificing  

volumes, even when times are  

tough.  As such, a low-growth envi-

ronment favours businesses opera-

ting in ‘defensive’ industries—such 

as food, beverages, and healthcare—

over more cyclical companies, like 

resource and energy stocks. 

The chart above highlights how 

Nestlé has been able to consistently 

increase its dividends throughout 

the various economic cycles, inclu-

ding the great recession of 2008/9. 

 
Quality is key 

A company’s brand, business model, 

and balance sheet are all put to  

the test when economic growth is 

subdued.  Based on our experience, 

the businesses which tend to come 

out on top have the following quali-

ties: 

• Size and scale 
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Duggan Matthews is the chief invest-
ment officer at Marriott. 
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by Steven Jones—Editor 
 

December is normally a time when people 
pause for a while and take stock of where they 
are at.  While I’m not a huge fan of New Year’s 
resolutions, I am certainly in favour of taking a 
day or two out of one’s hard-earned break to 
reassess things—whether this is one’s finan-
ces, career, or a major life-changing event. 

In fact, looking back on my own life, most of  
the major decisions that I have made have 
happened in December, including marriage, two 
career changes, and more relocations than I 
care to remember (including one to a different 
country!). 

It is for this reason that the December issue is 
carrying articles on such a wide range of topics.  
For example, career advise may not be the 
normal fare for Personal Finance—but then 
again, most of us were born with the proverbial 
plastic spoon in our mouths, and therefore 
need to make our living through work.  It  
therefore surely makes sense to evaluate and 
maximise the returns that we get from our 
employment—just as we would with any of  
our other investments. 

This month is probably also a good time to 
reflect on what’s happening around the world, 
particularly in the major economies.  While 
South Africa can only dream of interest rates  
as low as they are currently in most of the 
northern hemisphere, this scenario also poses 
a challenge when it comes to investment re-
turns.  With SA being a follower rather than a 
leader in economic terms, we will be affected 
whether we like it or not. 

Meanwhile, the fraudsters are also on the 
prowl, looking for a Christmas present at our 
expense.  They don’t care that you have your 
own families to look after, and the banks are 
adept at burying all sorts of disclaimers deep 
within the fine print.  In short, the responsibility 
for fraud protection rests with you—be vigilant 
as you do your Christmas shopping. 

Finally, the next instalment of my UK odyssey 
deals with the property market.  No, we’re  
not talking about million-pound London apart-
ments, but ordinary houses for ordinary people.  
However, it’s not all bad news—UK property 
can be expensive, but there are ways and 
means to getting on the property ladder if you 
are patient and prudent in your approach. 

Here’s to an exciting and interesting 2020! 
 

The team at Bellan Media would like to take  
this opportunity to wish you and your families  
a blessed Christmas.  May this be a time to 
unwind, reflect, and celebrate.  If you are travel-
ling on holiday, please drive carefully and come 
back rested and refreshed. 

years, while domestic mortgages 

(home loans) are below 2% for a 5-

year fixed rate. 

If SA decides to maintain rates  

at their current level, the rand should 

steadily strengthen in the short-

term—unless the economy tanks to 

the point where SARB is le� with  

no option but to cut.  Of course, a 

Moody's downgrade to junk cannot 

be ruled out, either… 

the near-foreseeable future, many 

economists are predicting a cut some 

time next year. 

The trend is likely to continue  

for some time, and is reflected in me-

dium-term borrowing rates—we've 

actually seen this in the property  

sector where rates for 10-year finan-

cing are the same as for 5 years.  

Commercial borrowings are coming 

in at around 3.6% pa fixed for five 
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While the major world economies are running with negative real interest rates, the BRICS countries are 
maintaining their real interest rates at positive levels.  This is presumably to attract foreign investors see-
king higher yields, in the hope of protecting local currencies from the inevitable depreciation that arises 
from inflation rate differentials. 
 

Source: www.global-rates.com (central bank rates); www.statista.com (consumer inflation rates). 
Table compiled by the editor.  Rates used are the latest available at the time of writing. 

are working around the clock to  

improve security, fraudsters are con-

tinuously devising new plans to  

circumvent the latest safety mea-

sures.  An example of this has been 

the shiN from phishing to vishing. 

With phishing, fraudsters imper-

sonate a bank via email and entice 

the customer to click on links that 

redirect them to a fraudulent ban-

king site, duping them into sharing 

their details and robbing them.  With 

vishing, fraudsters call the customer 

claiming to be from their bank and 

ask for account and login details to 

urgently ‘stop’ a fictitious transac-

tion. 

Phishing and vishing are exam-

ples of social engineering—the act  

of manipulating customers into 

WITH THE global spotlight having 

been on fraud during November, 

statistics show that South Africa  

has not been immune.  The South 

African Banking Risk Information 

Centre (SABRIC) reported a spike  

in fraud incidents in 2018, with al-

most 23 500 cases across banking 

apps, online banking, and mobile 

banking amounting to R262.8 million 

in gross losses. 

Historically, the vast majority of 

complaints received by the Ombuds-

man for Banking Services were the 

result of ATM issues.  In recent  

years however, online-related com-

plaints were the main headache—

with phishing having been the major 

underlying cause. 

While financial services firms  

As more people bank online, the fraudsters are stepping up their efforts 

11 ways to protect yourself 
against fraud 

By: COWYK FOX 
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a unique purpose: 

 

Savings accounts 
A savings account is an interest-

bearing deposit account held at a 

bank or financial institution, usually 

providing a modest interest rate. 

Savings accounts are a good 

place to keep unneeded funds, be-

cause your money will a'ract inter-

est and your money will grow.  It is  

a liquid investment which provides 

you with ease-of-access to your 

funds, making it perfect for housing 

your emergency fund. 

 On the other hand, with funds 

being so accessible, investors may  

be tempted to access their money. 

SOUTH AFRICANS are generally 

poor savers, and the slow growth 

rate of our economy is likely to  

make it increasingly difficult to  

save.  Most South Africans are ex-

periencing financial pressure, and 

recent statistics show that, as a 

country, we are among the worst 

savers in the world. 

To encourage a culture of sav-

ings, national government has taken 

significant steps to incentivise its 

people to save more.  However,  

with so many options available, it  

is oNen difficult to know where to 

begin saving. 

We have unpacked six different 

savings vehicles, all of which serve  

Banks, however, may limit the num-

ber of withdrawals that you can 

make from your savings account 

each month, and they also may 

charge fees unless you maintain a 

certain average monthly balance in 

the account. 

Generally, banks need to be  

given notice when large withdrawals 

need to be made. 

Depending on the bank, one  

can set up a savings account with a 

minimum deposit of R50.  They are 

perfect for short-term savings and 

quick access to funds, and are  

therefore a good vehicle to house  

an emergency fund—as long as you 

have the discipline not to dip into 

your savings. 
 

Money market funds 
A money market unit trust fund is  

a safe, secure, and reliable invest-

ment.  Many investors use money 

market funds for short-term savings, 

emergency funds, or to park assets 

How to access six different savings vehicles—and who should take  

advantage of them 

Smart savings 

By: ERIC JORDAAN 

the safe’ to a criminal. 

• Don’t approve any requests on 

your phone or via the app if  

you haven’t been transacting 

yourself. 

• Register for your bank’s trans-

action notification service to  

ensure that you know what is 

happening on your account. 

• Add your bank's fraud hotline 

number to your contacts, so that 

you have it available if you need 

to report fraud or to call the  

bank should you receive suspi-

cious calls (i.e. if you receive a 

suspicious call purporting to be 

from your bank, end the call and 

phone the bank yourself). 

• Turn off your Wi-Fi when ban-

king on a public network—it is 

unsafe. 

• If you think that your banking 

profile may have been compro-

mised, report it immediately. 

• Choose strong, unique passwords 

and update them regularly. 

directly into the internet brow-

ser, for example www.absa.co.za. 

• Check that the browser link 

starts with h'ps—an indication 

that the website allows secure 

communication through encryp-

tion. 

• Install the latest version of your 

bank’s app.  Absa has recently 

launched a market-first digital 

fraud warranty for customers 

who use our banking app—sig-

nalling our confidence in the  

security of the app as the safest 

way to bank. 

• Do not provide your ‘keys to  

the safe’ (card PIN, card CVV,  

card One Time PIN (OTP), online 

banking PIN, or online banking 

password) to anyone—your  

bank will never ask you to  

confirm your confidential infor-

mation over the phone. 

• If you do have access to a loved 

one’s PIN or password (which 

you should not have), never  

share this via text message or 

WhatsApp—their phone may 

have been stolen and you may 

unwi'ingly offer their ‘keys to 

sharing their personal information.  

Worryingly, studies suggest that the 

vast majority of customers struggle 

to differentiate between a phishing 

email and a legitimate email. 

According to a recent global 

banking fraud survey, social engi-

neering is one of the most signifi-

cant challenges that financial insti-

tutions in Europe, the Middle East, 

and Africa face (as it relates to fraud 

risk).  Another common example  

of social engineering concerns the 

use of social media and dating sites, 

where wealthy ‘suitors’ befriend  

unsuspecting individuals with pro-

mises of giNs and holidays—but  

soon request financial help due to  

an unforeseen ‘crisis’, only to dis-

appear with the money.  

Since fraud is constantly evol-

ving, it is not possible to provide 

hard and fast rules as a guarantee 

against fraud—yet there are steps 

that customers can take to protect 

themselves:  

• Do not use an e-mailed link to  

access your bank’s online portal, 

even if it seems legitimate.  Al-

ways type the relevant URL  
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Cowyk Fox is managing executive for 
everyday banking at Absa Retail and 
Business Bank. 
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counts per year. 

Fee charges do vary from provi-

der to provider, so it is important to 

shop around for the lowest rates. 

One’s money is normally acces-

sible within 7 working days of noti-

fying the TFSA provider.  According-

ly, TFSAs make excellent savings 

vehicles for education or for young 

people starting out on their savings 

journey. 

 

Unit trusts  
Unit trusts, or collective investment 

schemes, are a unitised portfolio of 

investments that is managed by a 

fund manager according to a specific 

investment mandate.  These invest-

ments allow the average investor  

to gain access to asset classes that  

are normally only accessible to weal-

thier investors. 

A unit trust investor can contri-

bute via a monthly debit order or  

a lump sum deposit, following which 

the investment house buys under-

lying asset classes such as shares, 

bonds, or property.  In return, the 

investor gets a share (or ‘unit’) in  

the fund.  Having exposure to  

various asset classes in a properly 

diversified portfolio can help inves-

tors to achieve their financial goals. 

Generally, investment houses 

require a minimum monthly invest-

ment of R500 or a lump sum of 

for short periods of time.  

Providing relatively quick liquid-

dity, money market funds offer an 

excellent alternative to savings ac-

counts as they tend to offer higher 

interest rates.  However, money  

market funds do require higher  

balances and/or monthly premiums, 

with entry levels being around 

R50 000, or R500 per month. 

It is also important to note that 

the returns of a money market unit 

trust fund will struggle to keep  

pace with inflation over the long-

term aNer taking taxation into ac-

count. 

Money held in a money market 

fund can be accessed easily upon 

wri'en instruction from the inves-

tor.  Generally, no fees are charged 

for withdrawals.  Like savings ac-

counts, they are a good place to  

park or ‘store’ your money while  

at the same time earning some re-

turns, and accordingly are suitable 

for investors who want to preserve 

their capital with minimum vola-

tility. 

 

Tax-free savings accounts (TFSAs) 
TFSAs, which were introduced to 

South Africa in March 2015 as part  

of non-retirement savings, allow 

people to save up to R33 000 per  

year in specially designated savings 

accounts, with a lifetime limit of 

R500 000.  All proceeds, which in-

clude interest income, capital gains, 

and dividends from these accounts, 

are tax-free. 

TFSAs are offered by asset man-

agers, insurance companies, and 

banks, and funds can be invested  

in equities, fixed income accounts,  

or both.  Individuals are allowed to 

open two tax exempt savings ac-

R20 000.  There are no tax deduc-

tions on your unit trust investment, 

and you will be taxed on your invest-

ment returns. Investors may also be 

liable for Capital Gains Tax when 

selling their units. 

Unit trust investors have ready 

access to their funds—once the in-

vestor has notified the investment 

house of their intention to with-

draw, funds are generally paid out 

within 7 working days. 

Unit trusts are perfect for any-

one looking to invest non-retirement 

savings in a diversified and profes-

sionally managed portfolio in order 

to achieve a specific medium- or  

long-term financial goal. 

 

Retirement annuities 
A retirement annuity is essentially  

a private pension fund held in the 

name of the investor.  New gene-

ration retirement annuities are unit 

trust investments that offer investor 

flexibility, more transparency, and 

greater cost-effectiveness. 

A retirement annuity is a very 

tax-efficient investment vehicle for 

your retirement that allows you to 

build capital during your working 

years. so that you have enough  

money to enjoy the same standard 

of living when you retire.  Investors 

can to invest up to 27.5% of their  

taxable income tax-free into a retire-

 

There are many savings options covering various needs. 
Picture credit: Pixabay (https://pixabay.com/photos/wallet-credit-card-cash-investment-2292428/) 

Moment of truth 

Money is multiplied in practical  

value depending on the number of 

W’s you control in your life: 

what you do, when you do it, where 

you do it, and with whom you do it. 
 

Timothy Ferriss 
American entrepreneur, author, and  

podcaster who advises and invests  

in start-up businesses. 
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full withdrawal from a preservation 

fund prior to age 55. 

A preservation fund is perfect  

for anyone moving between jobs, 

and who wants to avoid the tempta-

tion of cashing in their accumulated 

retirement capital. 

 

Conclusion 
There is more to saving than the  

accumulation of money and the  

creation of wealth.  Saving money 

and living beneath one’s means—

skills that should be fostered from 

childhood—are essential lessons 

that permeate every aspect of our 

lives.  Being able to delay gratify-

cation, appreciate the value of time 

and money, and exercise self-control 

are by-products of habitual saving. 

As TT Munger noted, “The habit 

of saving is itself an education; it 

fosters every virtue, teaches self-

denial, cultivates a sense of order, 

trains to forethought, and so broa-

dens the mind.” 

house the proceeds of your pension 

or provident fund upon resignation, 

retrenchment or dismissal.  In order 

to encourage South Africans to pre-

serve their retirement funds, the 

transfer to a preservation fund is  

tax-exempt, and no tax is paid on 

your investment returns. 

Once your funds are transferred, 

no further contributions can be 

made towards your preservation 

fund.  They are essentially designed 

to preserve your accumulated retire-

ment capital so that you are not 

tempted to dip into your retirement 

funds.  However, they have greater 

flexibility than a retirement annuity 

in that you can make one partial or 

ment annuity (up to a maximum of 

R350 000 per year).  Income tax  

and CGT are not charged on the  

investment returns achieved in a 

retirement annuity. 

Unlike savings accounts and unit 

trusts, funds in a retirement annuity 

are not readily accessible—in most 

cases, investors are not permi'ed  

to access their funds until age 55.  

However, this lack of accessibility, 

together with the tax efficiency, 

make retirement annuities perfect 

for saving for retirement with pre-

tax money. 

 

Preservation funds 
A preservation fund is designed to 

 

 

 

KEY UPCOMING TAX SUBMISSION DATES 
 

Personal income tax returns, 2019 tax year 
31 Oct 2019 Personal income tax returns (filed at a SARS branch) [deadline passed] 
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 
29 Feb 2020 Second period, 2020 tax year 

Eric Jordaan, CFP®, is a director and 
shareholder of Crue Invest (Pty) Ltd. 

say that they can help you to avoid 

those problems.  It is therefore  

important to be able to discern be-

tween valuable advice, and (frankly) 

bad advice which is self-serving and 

will not help you at all. 

Here are five pointers to help you 

hear through the noise. 

 

1. Become cynical 
When listening to advice, it’s im-

portant for you to be highly aware  

of the fact that everyone comes 

from their own point of self-

reference.  As such, they are likely to 

skew their input and advice to a  

EVERYONE HAS heard about fake 

news these days, but in my view, a 

more dangerous concern for small 

businesses is fake advice.  Every day 

we are inundated by advice from 

specialists in this, and gurus in that. 

With all of this so-called ‘incre-

dible advice’ floating around, it 

makes you wonder why so many 

people make investment choices 

that go south, take strategic deci-

sions that implode the business,  

and sign contracts that aren’t worth 

the paper they’re wri'en on. 

There are always problems—and 

there will always be advisors who 

version of the truth that supports 

their own self-interest and their 

view of the world. 

Listening with a cynical ear and 

being able to identify the link be-

tween the advice and the self-

interest is therefore critical.  This 

does not necessarily mean that any 

and all advice is wrong, but merely 

that it is always ‘loaded’. 

 
2. Pay attention to the order of the 

advice 
By controlling the construct and  

the sequence of the narrative, one 

controls the narrative itself.  When 

people are giving you advice, always 

ask yourself why they are delivering 

the advice and related questions in 

that particular sequence.  Then ask 

yourself how that sequence may  

be manipulating your own interpre-

tation of your problems and options. 

By doing this, it becomes easier 

for you to decouple yourself from 

any manipulation—whether inten-

It is important to be able to discern between valuable advice, and bad 

advice which is self-serving and may not be helpful 

Discerning good advice 
from bad 

By: ALLON RAIZ 
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brutally honest with you.  In fact, 

you should actively solicit brutal 

honesty … it is the giN that keeps  

on giving. 

The irony in me writing this  

article is that most entrepreneurs  

I have come across ba'le to reach 

out, struggle to admit that they  

need assistance, and seldom take 

external advice.  This is dangerous, 

as it means that your main advisor  

is the one who resides comfortably 

in your own head.  This advisor is 

ruled by complete self-interest and 

will tell you only what you want to 

hear—not to mention being quite 

adamant that their (i.e. your) point of 

view is the most valuable one. 

The advisor in your head should 

not be totally discarded, though.  

They should have a seat on the  

panel of advisors that you use to 

make the many decisions required 

as an entrepreneur on an ongoing 

basis—aNer all, this advisor actually 

owns the business! 

had you not asked the question. 

 

4. Get a second opinion 
When we understand that all advice 

comes from a point of self-reference 

and self-interest, we realise how im-

portant it is to solicit advice from 

multiple sources so that we can  

create a three-dimensional perspec-

tive of the issue.  It is therefore criti-

cal for you to be able to synthesise 

the commonalities and disparities 

between your various sources of 

advice, so that you can make a defi-

nite decision on the way forward. 

However, just remember that the 

unintended consequence of ge'ing 

advice from multiples sources is  

that it can lead to confusion and in-

decision. 

 

5. Get a mentor 
As clichéd as this may sound, it is 

extremely important to find a men-

tor who has absolutely no vested 

interests in your business, and who 

can offer you objective advice.  This 

will at least remove one of the two 

influences to which most advisors 

are prone, namely, self-interest. 

You need to be vulnerable with 

your mentor and allow them to be 

tional or not—as well as the con-

structs and (very oNen) false choices 

being presented to you. 

 

3. Listen for what is not being said 
Contracts at least have small print  

in which important information is 

included in very small type that is 

hard to read, but which might high-

light any risks inherent in the deal.  

Unfortunately, advice has no such 

small print.  Any elements of the 

advice which may be important to 

know, but which are not appropriate 

to say (because they run counter to 

self-interest), are simply omi'ed. 

Before receiving advice, it’s im-

portant for you to be very clear and 

specific about the information that 

you need, and to ensure that the  

answers you receive speak specifi-

cally to those questions.  There is 

always going to be a wrestle for the 

narrative, but if you have framed 

specific questions, you gain a mea-

sure of control. 

Another useful technique is to 

ask yourself the question, “What else 

is not being said that I need to 

know?”  This can oNen lead to a very 

valuable alternative perspective that 

would not have been volunteered, 

PERSONAL FINANCE   

Allon Raiz is chief executive officer of 
Raizcorp, an advisory firm specialising 
in small business mentorship and  
entrepreneurial coaching. 

The benefits of dividends are out-

lined below: 

 

A source of income 
Dividends provide investors with 

cash flows which can be used to 

fund lifestyle requirements, or they 

can be reinvested. 

It is interesting to note that in 

first-world markets at present, divi-

dend yields of multinational blue-

chip companies are higher than  

cash and bond yields, making them 

THE ABILITY of a company to pay 

out steady or growing dividends is 

oNen a sign of a healthy business 

and a good long-term investment.  

These dividend payments can play 

an important role for investors. 

A dividend is a payment made  

by a company to its shareholders, 

and typically represents a portion of 

a company’s earnings that the direc-

tors of a business have decided to 

pay out and not reinvest back into 

the company. 

an excellent source of current in-

come.  The chart that appears on 

Page 8 (top leN) compares the yields 

of a selection of multi-national blue-

chip companies to the 10-year US 

government bond yield. 

 
Inflation protection 
Companies that pay dividends pro-

vide investors with an effective  

inflation hedge. 

Take, for example, an investment 

made in Clicks Group Limited.  In 

2000, R100 000 would have bought 

the investor 7 905 shares in the com-

pany.  Those shares would have paid 

the investor approximately R1 400 

worth of dividends in the first year.  

However, in 2018 that same investor 

would have received approximately 

R30 000 worth of dividends from the 

same number of shares. 

This increase in dividend income 

Investing in shares is not just about capital growth—they can provide a 

solid (and growing) income stream, if selected appropriately 

Dividend investing: 
The low-down 

By: PRESTON NARAINSAMY 
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companies with volatile divi-

dends, and underpay for certain-

ty; 

• The large percentage which divi-

dend income contributes to an 

investor’s total return over the 

long-term; and 

• The fact that reliable dividend 

growth typically indicates that a 

company has a dominant brand, 

a strong balance sheet, and a  

high degree of confidence that  

its earnings and cash flows will 

continue to support future pay-

ments. 

 

Managing tax 
In South Africa, dividends are  

taxable in the hands of the investor 

at a flat rate of 20%.  This is an  

advantage for high-net-worth indi-

viduals in higher tax brackets. 

 

Reduced volatility 
Investing in companies that pay  

reliable dividends helps to reduce 

volatility—when the company’s 

share price declines, the investor  

will still receive dividend payments. 

 

The proof in the pudding 
At Marrio', we fully recognise the 

important role that dividends can 

play for investors in achieving their 

investment objectives.  Our local 

equity fund, the Marrio' Dividend 

Growth Fund, has managed to pro-

vide investors with a high level of 

dividend income that will grow  

faster than inflation over time. 

By investing in fundamentally-

sound, JSE-listed stocks that have 

the ability to pay consistent divi-

dends, the fund has delivered a  

reliable, inflation-beating income 

stream to its investors with an  

average distribution growth of 11% 

each year since 2000, exceeding  

inflation by approximately 5.6% per 

annum. 

dividend-payers as stodgy, uninter-

esting companies that will produce 

mediocre returns.  This is far from 

being the case.  Studies have shown 

that companies which pay and  

grow their dividends outperform  

the market over the long term. 

The table below highlights the 

relative outperformance over the 

last 20 years of some of the world’s 

best dividend-paying stocks when 

compared to the S & P 500 index. 

Possible explanations for why 

reliable dividend-payers outperform 

include: 

• The inherent optimism of people, 

which drives investors to over-

pay for exciting and high-risk 

equates to an average annual in-

come growth rate of 18.6% per an-

num for the past 18 years.  This 

growth exceeded average inflation 

over the corresponding period by 

13.2% per annum. 

It is also important to note that 

the value of a company increases  

at the rate at which its profit grows.  

In the same way, the value of an  

investment grows over time at the 

rate at which its income grows. 

Clicks’ average annual capital 

growth over the last 18 years has 

been 16%—which corresponds with 

the company’s 19% average annual 

growth in dividend over the same 

period.  The chart below illustrates 

Clicks’ dividend and share price 

growth since 2000. 

 

Market outperformance 
Many investors think of reliable  

 TAX BREAKS   
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rating.  I’ll touch on how to do that  

in a future article, but suffice to  

say that since it generally costs more 

each month to rent a particular 

property than to service a mortgage 

on that same property, you want to 

look to rent the most basic property 

that your family is prepared to  

put up with until you can scrape 

together the deposit necessary to  

get yourself onto that first rung of 

the property ladder. 

However, even if you do have  

RIGHT—YOU’VE arrived in the UK, 

managed to survive your first three 

months without having to sleep  

on a park bench, didn’t starve to 

death, and despite your Sarf Effrican 

accent and degrees from universities 

that the locals have never heard of, 

you found a job.  The next step is to 

find a more permanent roof over 

your head. 

So how do you go about buying  

a house? 

The sobering reality is that un-

less you are a cash buyer (and trust 

me—on this small island with lots  

of people, you’ll need a LOT of  

cash!), the answer is that you don’t … 

at least, not at first.  It will come as  

a shock to you that your hard-

earned credit-worthiness that you 

spent your entire adult life building 

up in South Africa is effectively 

erased the moment you land on  

British soil, which means that for  

the first two years of your residency 

here, you are more likely to get an 

invite to Buckingham Palace for tea 

with the Queen than to secure a 

mortgage to buy a house. 

Therefore, you’ll need to set  

your sights on renting until you’ve 

managed to re-build your credit  

The paradox of cheap finance for expensive homes means that the dis-

cussion is more involved than just comparing UK and SA house prices 

Buying a house in the UK 
 

By: STEVEN JONES 

the cash to buy a house straight 

away, it’s a good idea to rent initial-

ly—even if only for six months.  This 

gives you time to se'le down, famil-

iarise yourself with the local area, 

make some friends, etc. and have a 

good look at what is available on the 

property market. 
 

Why UK property is SO expensive! 
In short—the laws of supply and 

demand.  South Africa’s sovereign 

territory covers 1 211 037 square kilo-

metres and has a population of 

around 59 million people.  By com-

parison, the United Kingdom has to 

squeeze 67.5 million people onto a 

landmass one-fiNh the size of South 

Africa (i.e. 242 095 km2).  Also, the 

UK’s nominal Gross Domestic Pro-

duct (GDP) per capita stands at 

$41,030 in comparison to South  

Africa’s $6 331, which means that 

there’s a far greater average buying 

power in the UK. 

Like in South Africa, the UK has 

experienced increasing degrees of 

urbanisation throughout the 20th 

and early-21st centuries.  While 

sources differ widely based on the 

definition of a city versus a metro-

politan area, as well as the recency  

of the data, the population compari-

sons between the 8 largest metro-

politan areas of each country is  

surprising, as can be seen in the  

table below. 

Bear in mind though that house 

prices (and types) vary quite signifi-

A new-build property is a (relatively) affordable way to get into the UK property market—but the process 
may end up driving you insane!  Picture credit: Supplied by author 
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see’ stance, coupled with predic- 

tions that current low rates of inter-

est could be around for the next  

ten years, the mortgage market is 

incredibly competitive with sub-2% 

5-year fixed rates available. 

Likewise, transfer duty rates 

tend to be fairly low for properties  

of comparable value when com-

pared to South Africa, with the UK 

equivalent (called Stamp Duty Land 

Tax) being on a sliding scale as per 

the table below. 

An example of what it costs to 

finance an average-priced property 

(in £ as well as in rands) appears in 

the table at the top of Page 11.  While 

the values are expressed as abso-

lute, one also needs to take into  

account that salaries tend to be  

higher in the UK for equivalent oc-

cupations compared to SA, which 

makes financing a UK property  

relatively more affordable than the 

figures suggest. 
 

Government assistance 
The other thing to consider when 

evaluating property financing is  

the existence of the government 

Help-to-Buy scheme.  This scheme  

is available to prospective house-

buyers purchasing a new-build 

house costing less than £600 000.  In 

terms of the scheme, the govern-

ment grants a 5-year interest-free 

loan of up to 20% of the purchase 

price (40% in London).  This enables 

prospective purchasers to access  

the best mortgage rates while only 

having to put down a 5% deposit. 

Help-to-Buy loans are repayable 

aNer 25 years or when the property 

is sold, whichever event comes  

first.  However, aNer the initial five 

years has expired, the loan bears 

interest at the Bank of England base 

rate plus 100 basis points (i.e. 1.75% 

reason for this is the significant 

difference in interest rates between 

the two countries. 

In South Africa, home loan rates 

tend to be pinned against the prime 

overdraN rate, which is currently 

10% per annum.  However, it is nor-

mally only a bank’s top clients that 

qualify for a home loan at prime—

most borrowers will probably end 

up paying somewhere between 11 

and 12 percent. 

By contrast, the average variable 

mortgage rate in the UK is around 

4.5% per annum.  However, most 

borrowers opt for fixed-rate mort-

gages for periods ranging from two 

to five years, and provided that  

the loan-to-value (i.e. the amount 

borrowed as a ratio of the property 

value) remains at or below 75%, it is 

very possible for even an average 

person with a decent credit history 

to qualify for a rate below 2.5% per 

annum. 

My own mortgage (taken out a 

year ago) is priced at 2.24% per an-

num fixed for five years.  However, 

with Brexit uncertainty causing 

many people to adopt a ‘wait and 

cantly across the UK, and there is  

a distinct north / south divide. 

As can be seen from the table 

above, London has by far the most-

expensive properties in the country, 

and on average you probably get  

the least home for your money.  A 

cursory glance on Rightmove, the 

UK’s biggest property market web-

site, there is precisely 1 (yes, you  

did read that correctly … one) free-

hold house for sale in London for 

under £200 000.  It’s a very cramped 

two-bedroomed terraced house of 

around 60 m2, and from the look of 

the pictures, the area is not the 

greatest and the house itself needs  

a lot of TLC.  Thanks, but no 

thanks ... I’ve had more than my  

fair share of “renovator’s dreams”  

in my lifetime. 

A house similar to one costing 

£200 000 in Yorkshire starts in the 

mid-£600 000 range in London.  Now 

I’m not earning a fortune working  

as an accountant in Leeds, but my 

salary secures a reasonably comfor-

table lifestyle.  Salaries are higher  

in London, but certainly not three 

times what I’m earning at the mo-

ment! 

 

… and why it isn’t quite as expensive 
as it seems 
While the price of an average home 

in the UK is eye-wateringly ex-

pensive when converted to rands 

(especially at R19 to the pound),  

financing a property is actually quite 

a bit cheaper than in SA.  The main 

 TAX BREAKS   

Source: https://propertydata.co.uk/charts/house-prices (accessed 23 Nov 2019).  Data compiled from HM 
Land Registry, Registers of Scotland, Land and PropertyServices Northern Ireland, and Office for National 
Statistics.  Ranking and conversion to ZAR by author. 
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around R1 million.  My current 3-

bedroomed house, which is ‘mid-

terraced’ (and would be considered 

more to be a townhouse in SA-

terms) located approximately 8  

miles (12.8 km) south-east of Leeds,  

is 121 m2 and is currently valued at 

around £200 000 (R3.8 million). 

To convert this into rands per 

square metre, the South African 

townhouse would come in at just 

shy of R4 000 / m2, whereas the UK 

property is an eye-watering R31 800 / 

m2!  That said, these figures are very 

area-dependent, and properties in 

areas such as Sandton and parts of 

Cape Town fetch even scarier fig-

ures per square metre. 
 

Conclusion 
So, the question on your mind would 

be, “is it possible to buy a house in  

a country where prices are so much 

higher than in SA?”  The answer is 

”yes”, but with a few provisos: 

• Location is critical—even within 

a particular area, a change in post 

code can make a massive differ-

ence in price.  Don’t be a ‘post 

code snob’ if you are looking  

for value. 

• If you are relying on Help-to-Buy, 

you are limited to new-build 

houses, which (due to the scarcity 

of land) tend to be further away 

from city centres.  Also, there are 

rumours that the scheme may 

change in 2021, ranging from a 

total withdrawal thereof to limit-

ing accessibility to first-time 

home buyers (which will shut 

you out if you’ve owned property 

previously, irrespective of where 

in the world such property may 

have been located). 

• Even if you do qualify for Help- 

to-Buy, a 5% deposit is still a tall 

order if (for example) you earn 

£40 000 per annum but need (say) 

£15-£20 000 for your deposit and 

other costs. 

substantial amount of the capital 

has already been paid aNer five 

years, and provided that you can 

meet the affordability criteria (total 

borrowings not exceeding 4.5 times 

annual income), most mortgage  

providers are quite amenable to  

including the additional financing 

required to buy out the govern-

ment’s share when renewing one’s 

mortgage. 

 

Size counts! 
On a final note, one needs to bear  

in mind that the average house  

size in the UK is a lot smaller than 

what one would have been used to 

in SA, and on this basis you are  

certainly ge'ing a lot less house 

than you would get in SA for similar 

money. 

For example, the 3-bedroomed 

townhouse that I lived in at the  

time I leN South Africa at the begin-

ning of 2017, located on the East 

Rand, was 254 m2 and was valued at 

per annum currently), with the rate 

increasing by the Retail Price Index 

each year.  This interest becomes 

repayable as a monthly instalment. 

The structure of the loan is in  

the form of an equity stake, which 

means that if the purchaser has  

borrowed 20% of the value of the 

house, the amount repayable will  

be 20% of the value of the house  

at the time of repayment.  For exam-

ple, a £200 000 house financed by a 

20% Help-to-Buy contribution will 

result in the government’s equity 

stake being £40 000.  If the value  

of the house increases to £220 000  

by the time it is sold or the loan is 

repaid, the amount repayable will  

be £44 000. 

It is for this reason that many 

prudent homeowners obtaining fi-

nance through Help-to-By aim to 

se'le this loan when negotiating 

their first mortgage renewal aNer 

five years.  With interest rates on 

mortgages being so low, a fairly  

PERSONAL FINANCE   
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YOUR CAREER 

a company for long. 

Having a job can mean so much 

more than just an income.  Each per-

son should have a goal in their  

job, and this goal will lead you to  

a career.  A career can have a mean-

ing to you every day you spend  

doing your job. 

ONen, we graduate with qualifi-

cations that we are not sure what  

to do with, or how to incorporate 

into our current jobs.  We should be 

looking at opportunities, and drive 

ourselves to make our job have a 

purpose.  It already does for the  

company, but does it have a purpose 

to you? 

Once you are in a job, it does not 

mean that you cannot continue  

with further studies.  Try to enrol  

for as many courses, post-graduate 

diplomas or extra certificates that 

can ultimately improve your know-

ledge and skillset.  You might find 

yourself moving up the ladder—and 

ideally into a position that means 

much more than just a job to you. 

You have the power to put your-

IF YOU feel that your job has be-

come so much of a routine that  

you spend your days counting  

down the time until you get go 

home, that your talent and skills  

are not being used at all and you  

actually have no clear career path 

from your employer, you’re most 

definitely stuck in a dead-end job.  

When having the mindset that 

“your job is just your job”, the im-

pacts of this will basically imply  

that you’re just waking up every 

morning and making your way to  

a job that you aren’t really giving 

your all to.  It’s just for the salary  

at the end of the month.  

If you look at your job as just a 

job, its calling for boredom to kick  

in, or a feeling of stagnation which 

then brings about an opportunity 

for ‘job hopping’ as one thinks that  

if you make a move, your job will 

give a different perspective.  How-

ever, job hopping in the long-term 

hampers your chances of employ-

ment, as companies are very wary 

about candidates that don’t stay in  

self into a position where you turn 

your job into a career.  Align your 

qualifications with opportunities 

and experience and the rest will  

fall into place, but you have to  

consciously make the change to 

steer your career in a totally new 

direction if you are indeed feeling 

like you are stuck—no-one is going 

to do it for you. 
 

The signs that you need to make a 

career change include: 

• Your ideas are constantly ‘shot-
down’ and ignored.  When your 

good ideas on how to improve  

on things (or finding be'er ways 

of ge'ing things done) are con-

stantly ignored, it might be time 

to move on.  Your opinion is  

clearly not valued.  

• Your boss doesn’t value the role 

they have given you.  It’s highly 

demotivating when the hard 

work you do is never apprecia-

ted.  Everyone needs some recog-

nition for a job well done every 

now and then—but receiving 

none probably means that you’re 

not going to be thought of when 

it comes to a promotion or more 

senior role, either. 

• Your manager cannot give you  

a clear career path for your 
growth in the company.  It’s  

never a good sign if your mana-

ger can’t see a way for you to  

advance in the company—and 

it’s even worse if they avoid  

the topic altogether if you ask 

about it. 

• The company’s growth has 
slowed down. This can mean 

that there is no further oppor-

tunity for you to grow.  Always 

keep an eye open on how the 

company is doing. 

• Your own motivation keeps go-
ing down.  This happens when 

your days and tasks become  

repetitive—and despite doing  

your best to turn things around, 

you’re still not motivated or  

feeling the ‘mojo’ for your job.  

• Your manager gives you the 
work they don’t want to do.  Be 

aware if your manager only  

gives you the same repetitive 
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Signs that you’re stuck in a dead-end job 

The (career) road  
to nowhere 

 

There are certain things in the workplace that tell you when it’s time to look for greener pastures. 
Picture credit: Supplied by author 
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making a difference.  All of these 

things add up, not just the salary  

at the end of the month.  Most  

importantly, people want to grow  

in their careers—and if you see  

none of these things on the horison 

where you are, it might be time to  

re-evaluate your situation.  Be pro-

active, and start looking elsewhere. 

With a career, on the other hand, 

this is when you are sure of what 

you want in a job and can see your-

self grow and progress to the high-

tasks that they don’t want to  

do themselves.  It may be an  

indication that they see you as 

just an assistant, rather than 

someone who has the potential 

to grow into a more senior role—

or they may be reluctant to see 

you move up because you’re  

doing such a good job doing  

their tasks.  

 

Everyone wants to feel appreciated, 

valued, challenged, and that they’re 

est level you possibly can.  Long-

term impacts of a career mean that 

you enjoy what you are doing, 

you’ve grown, and you have further 

direction of what’s still to come  

and work towards in your company. 

As the quote from Mark Twain 

goes, “Find a job you enjoy doing,  

and you will never have to work a 

day in your life.” 

Madelein Smit is managing director at 
HR Company Solutions. 

ple can make irrational, short-term 

decisions that damage their wealth 

in the longer term. 

Most people will, for that reason, 

benefit from financial advice, espe-

cially as they move from the early 

stages of their career towards star-

ting a family, building wealth, plan-

ning for retirement, and finally,  

safeguarding a legacy for their fami-

THE INVESTMENT landscape has 

changed profoundly over the past 

decade, making it easier than ever 

for individuals to take control of 

their own investment portfolios.  It’s 

a simple ma'er for nearly anyone  

to trade shares via their online ban-

king platform, for example, or to  

access a range of funds and pro-

ducts from an online stockbroker  

or wealth management firm. 

Innovations such as robo-

advisors—online ‘bots’ that ask you 

some questions, then use algorithms 

to recommend an ideal portfolio—

are enticing even more people to  

opt for a DIY approach to financial 

planning and wealth management.  

The goal, for many investors, is to 

cut out intermediaries and the fees 

they charge in the hopes of saving 

money. 
 

The limitations of DIY 
Subjects such as tax planning, retire-

ment planning, and estate planning 

remain complex, and the answers 

are not always online.  It remains 

easy for an investor who doesn’t  

intimately understand tax laws to 

make a costly mistake.  What’s  

more, even financially-literate peo-

Life-stage changes or complex financial ma0ers require specialist 

knowledge—no ma0er how capable you may believe you are 

Reasons to consult a pro-
fessional financial advisor 

 

By: ANDREW DUVENAGE 

lies. 
 

Reasons for consulting a professional 
Here are a few signs that you  

could benefit from professional  

financial planning advice: 
 

You are moving into a new phase of 

your life  

Moving into a new stage of your  

life is an opportune time to sit  

down with a financial planner to 

optimise your portfolio for your  

new financial goals. 

For example, if you are reaching 

retirement age, you should seek  

advice from a professional about 

how you should invest the cash 

lump sum you are allowed to with-

draw upon retirement, as well as 

which living annuity product is best 

YOUR MONEY 

 

Regardless of how many degrees one may have, no-one knows everything.  In the greater scheme of things, 
the cost of an hour or two’s consultation with a professional could be the best investment you may ever 
make!  Picture credit: Pixabay (https://pixabay.com/photos/ask-sign-design-creative-2341784/) 
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for you. 

Or, if you have resigned from 

your job to start your own business, 

a financial advisor can help you  

decide what to do with your retire-

ment fund pay-out.  Should you in-

vest it in your new business, rather 

than taking on debt, for instance,  

or transfer it to another retirement 

fund? 

Other times to seek financial ad-

vice include starting a family, pur-

chasing your first home, or moving 

to a new country. 
 

You expect to leave a substantial  

estate 

One of the more complex financial 

ma'ers that most people face is 

structuring their estate in a manner 

that is tax-efficient, minimises costs 

such as executor’s fees, and ensures 

that loved ones are provided for.  

This can become particularly com-

plex when you have assets offshore, 

a substantial property portfolio, or  

a lot of debt that needs to be se'led. 

A financial planner can help an 

investor to structure the estate to 

minimise duties and fees, and to en-

sure that there is sufficient liquidity 

to se'le any debt.  This is more  

complex than simply deciding which 

person in the family gets what from 

the estate—it’s also about minimi-

sing the costs and complex admin 

that your loved ones will face in 

their time of mourning. 

You have no plan of your own 

If you do not have a financial  

plan—and no idea where to start 

with one—it’s wise to consult a fi-

nancial advisor.  An advisor can  

help you to understand what your 

financial goals should realistically  

be for the short-, medium-, and long-

term, and then work with you to 

draw up a plan to meet these goals. 

This can be particularly helpful  

if you are finding it difficult to  

make sense of the many different 

financial products on the market, if 

you are not sure which mix of assets 

and financial products you should 

be investing in, how to get offshore  

exposure, or how much you need to 

save and invest to meet your future 

financial objectives. 
 

You have assets and liabilities than 

span multiple countries  

We are living in a globalised world, 

and it’s not uncommon for people  

to permanently or temporarily mi-

grate to another country.  If you are 

planning to emigrate, you should 

seek financial advice both in South 

Africa and your new home country 

to understand the financial implica-

tions—especially around tax. 

For example, you may want to 

know whether it’s worth pursuing 

financial emigration in order to  

liquidate your retirement funds  

and move the proceeds offshore, 

despite the tax implications.  Or  

you might need to understand  

your tax obligations in South Africa 

around assets you accumulated off-

shore while you lived abroad for a 

few years.  This will require bespoke 

advice, because the regulations are 

complicated. 

 

Making sense of a complex world 
One of the major reasons that some 

investors are reluctant to seek  

professional financial advice is that 

they hope to save money on the  

advisor’s fees.  However, a good  

advisor will be able to pay for their 

fees several times over by helping 

you reduce estate related costs,  

optimising your portfolio for tax 

efficiency, and helping you to invest 

in financial products and solutions 

that a'ract low management costs.  

Plus, most people are too busy 

with day-to-day life to keep up with 

the latest market developments, the 

newest tax laws and regulations,  

and the wide range of investment 

products on the market.  A financial 

advisor will stay on top of the  

latest trends and developments, and 

will be able to help you navigate a 

complex and fast-changing world. 

There is peace of mind in kno-

wing that a trusted expert has your 

back. 

Andrew Duvenage is managing director 
at NFB Private Wealth Management. 

All of these changes are im-

portant and vital to a more sustaina-

ble future. 

Have you stopped to think about 

how your investments are impac-

ting the environment and society  

in general?  The way that you  

allocate your savings can have a 

huge impact on changing the 

world—as well as growing your 

wealth.  Doing good while making 

money is possible. 

MANY OF us have stopped using 

plastic straws for our drinks, and 

plastic bags are becoming less popu-

lar.  People are also changing their 

habits so that they recycle more  

and try to have less impact on the 

environment. 

Significantly, businesses are star-

ting to take more responsibility for 

their staff and suppliers to reduce 

the harmful impact of social in-

equality. 

Make money and a positive change 
There is a major global drive to  

stop using single-use plastic in fa-

vour of recycled plastic and bio-

degradable materials.  Growing 

numbers of people are realising that 

they need to be more conscious of 

their impact on the world.  In addi-

tion, as South Africans we are  

very aware of the terrible effects  

of social inequality, unemployment, 

and poor governance, both in gov-

ernment and in business. 

People are changing the way  

that they live their lives, but many 

have not considered how their  

investments are helping (or dama-

ging) the world.  Investors can use 

Doing good while making money is possible 

Sustainable money 
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2016 the world generated 44 million 

metric tons of this waste, accor- 

ding to the Global E-Waste Monitor, 

which is the equivalent of 4 500 

Eiffel Towers.  Apple has created a 

breakthrough system in electronic 

recycling, which is vital for the envi-

ronment. 

L’Oréal, the world’s largest cos-

metic brand, has trained over 37 000 

women in Burkina Faso to harvest 

and process shea nuts (used in 

moisturisers) while limiting defor-

estation.  This is empowering wo-

men with training and knowledge,  

as well as protecting the environ-

ment. 

 

South Africa is a bit behind 
Sustainable investing in South Afri-

ca is not yet that easy.  One can  

appreciate that many South African 

businesses have a harmful environ-

mental impact. 

For instance, any form of mining, 

heavy industry, or fossil fuel-related 

businesses are in a quandary.  It is 

difficult and expensive for them to 

change their business models in a 

short period of time.  However, all 

these companies should be working 

hard to reduce their environmental 

impact, and they can certainly make 

immediate changes to their gover-

nance and social business practices. 

For now, we would urge inves-

tors to pressure their fund managers 

and retirement funds to be more 

proactive at annual general meet-

ings (AGMs) to hold these companies 

accountable.  They should request 

detailed ESG plans, and ensure that 

the companies follow through with 

them. 

Asset managers should be judged 

on the way they vote at AGMs and 

how they monitor ESG factors as 

part of their investment process.  If 

more South African investors start 

holding fund managers accountable 

and requesting sustainable invest-

ment options, an ESG approach will 

become the future for investing. 

government environmental regula-

tions? 

Social focuses on human rights 

and working conditions of staff  

and suppliers to the company.  This 

could include the diversity of top 

leadership positions and the treat-

ment and remuneration of emplo-

yees in the supply chain. 

Governance criteria include the 

transparency of accounting meth-

ods and the role of the stakeholders.  

Is the company being properly  

managed in a transparent method? 

Investing in ESG-aligned compa-

nies has gained traction in the last  

10 years.  In major markets such as 

the US and Europe, ESG integration 

is increasingly seen as part of the 

fiduciary duty of professional asset 

managers and pension funds. 

Younger investors are a lot more 

interested in where their money is 

going.  They want the companies 

they invest in to be aligned with 

their personal values. 

Many people wouldn’t think that 

big names such as MicrosoN, Alpha-

bet, and Johnson & Johnson are  

ESG-aligned, but they are.  Many 

tech companies are embracing the 

idea of a ‘circular economy’, which is 

where products last longer and are 

almost 100% recyclable. 

Apple is currently tackling the 

growing problem of e-waste.  In  

their savings in a positive way while 

still generating wealth.  This might 

sound like a fairy tale, but there are 

many investments that are doing 

this for investors. 

Some are generating brilliant re-

turns for investors—for example, 

the top 10 sustainable global funds 

have all generated more than 11% in 

dollars over the last year while the 

top sustainable global fund over 

three years generated 10% per  

year.  Investment performance will  

not always be this good and some 

funds will lose money, but it is pos-

sible to generate wealth and make  

a positive impact on the world. 

 

What are these investments? 
The category of investments that 

are focused on sustainable investing 

are called ESG funds.  ESG stands  

for environmental, social, and gov-

ernance, and these factors measure 

the ethical and sustainability impact 

of investing in a company.  There  

are many exchange-traded funds 

(ETFs) and unit trusts that are  

focused on ESG investing. 

 

What is ESG? 
Environmental focuses on climate 

change, waste, and pollution.  For 

example, how do companies manage 

hazardous waste and toxic emis-

sions?  Do companies comply with 

PERSONAL FINANCE   

 

‘Green’ investing is gaining increasing traction worldwide, with younger investors in particular wanting the 
companies they invest in to be aligned with their personal values. 
Picture credit: Pixabay (https://pixabay.com/photos/hands-macro-plant-soil-grow-life-1838658/) 

Warren Ingram is a personal finance 
advisor, and Jenna Dixon a certified 
financial planner, both from Galileo 
Capital. 
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Q & A 

 TAX BREAKS   

 

I’m 69 and still working.  How do I gain more tax 

relief? 
A look at how to benefit from medical aid and retirement annuity contributions 

 

QUESTION 

I am 69 years old and still working.  I contribute to a medical aid and two retirement annuities (RAs).  Is my medical aid fully tax deductible, and 

would I be able to gain a bigger tax relief by paying extra money into my RA?  What would be the formula for me to use to calculate if I can bene-

fit taking the above into consideration? 
 

Answer provided by TREVOR LEE, a financial planner at the Rosebank Wealth Group 

I have split my answer into two sections: the question about tax on medical scheme contributions, and the question on tax relief and the RA. 

 
Medical scheme contributions 
Medical scheme contributions are not fully tax deductible. Calculations for medical tax credits are based on a formula that takes the following 
into account: 

• Your age (over or under 65) 

• How much you spend on your medical scheme premiums and on additional qualifying medical expenses not covered by your medical 

scheme 

• The standard medical tax credit (currently R310 per month per adult) 

• Your own or your dependent’s ‘disability status’. 

More details on the terms and conditions of these rules, as well as which expenses can be claimed for and which dependents are classified as 
such by the Income Tax Act, are available on the South African Revenue Service (SARS) website. 

Your tax liability is calculated aNer taking all normal rebates into account, and then deducting allowable medical tax credits and additional 
medical tax credits, as applicable.  Over 65s are eligible for rebates based on the following calculation: 33% of the total contribution paid to the 

medical scheme, less (three times the medical scheme fees credit of R310 per adult beneficiary per month), plus qualifying additional medical 

expenses.  The allowable medical tax credits deducted from your payable income can therefore vary from year to year, depending on your 
actual expenses. 

 
Retirement annuity 
With respect to paying extra money into a RA, it is difficult to give specific advice 
without knowing your full circumstances.  However, we have included some 

generic information that should be useful.  At the age of 69 it would be vital to 
seek advice from a financial advisor, as there are specific regulations surroun-

ding RAs that must be considered. 
RA contributions are tax-deductible but limited to 27.5% of the greater of 

remuneration or taxable income (including capital gains prior to 1 March 2019), 

but excluding lump sums and severance benefits, prior to the deductions for 
donations, limited to R350 000.  As long as the contributions fall within these 

parameters you will receive tax relief by paying extra money into an RA.  How-
ever, as mentioned, you need to be aware of the regulations that apply to RAs.  

These include, but are not limited to: 

• Estate duty implications 

• Lump sum payments 

• Annuitisation rules 

As an example, it might be be'er to commence a new RA rather than contribute to your existing ones.  This is due to the annuitisation rules 
and the ability to take lump sums from RAs.  It is also important to fully understand the taxation of RAs pre- and post- your actual retirement. 

 
Do you have a question relating to your finances?  Pop us an e-mail to info@bellanmedia.co.za.  We will select one answer for publi-

cation in Personal Finance each month.  Unfortunately, we will not be able to respond to questions individually. 

Many people choose to continue working after age 65. 


