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neurs, he survived it … and pros-

pered. 

When I met him 50 years ago, 

when I was a student activist, he  

had a small Soweto trading store.  

Under the loony laws he endured,  

no ‘black’ store could exceed 35 

square metres (the size of a small 

room).  He was allowed to sell only 

‘perishables’—no toilet paper, soap, 

combs, tools, or pots. 

He could own no more than one 

tiny shop, which he had to own per-

sonally—no companies or partner-

ships allowed.  He had to be person-

ally in a,endance—no managers.  A 

‘radius law’ prohibited him being 

within 6½ km of another store—

WHAT CAN we learn from a man 

who was born before nylon, TV,  

jet engines, faxes, cordless phones, 

FM radio, microwaves, tape recor-

ders, automatic gears, and electric 

typewriters, let alone computers? 

Lots. 

But first, something about the 

great late Richard Maponya’s world, 

and some of my personal experien-

ces. 

Few people knew then, and al-

most no-one knows now, how in-

sane apartheid was.  Not how bad  

it was, but how mind-bogglingly ab-

surd.  Maponya knew.  With the dig-

nity and wisdom that characterised 

his generation of black entrepre-
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Withstanding every obstacle that the apartheid regime sought to put in his path, Dr Maponya was able to rise 
above them all.  His life and legacy provide valuable lessons for us today—if only South Africa can learn 
from both its distant and recent past.  Picture credit: Supplied 
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nowhere near a station, taxi rank,  

or bus stop where a prior store 

might be. 

His obligatory trading hours 

were 8 am to 6 pm—when most con-

sumers were at work.   As all employ-

ment had be in ‘white’ areas, usually 

far from black ‘dormitory locations’, 

his store had to be open when there 

were no customers and closed by  

the time they returned. 

My recollection is that he and  

his extraordinary wife, Marina, a 

saintly community worker, were 

calmly resolute, with none of the 

rage I felt. 

Apartheid lunacy did not end 

there.  Black store owners were 

forced to have annual health checks.  

Their stores had to be freshly ‘white-

washed’.  The irony of the term  

did not escape Dr Maponya.  Such 

idiocy amused, more than enraged 

 TAX BREAKS   

 

Maponya Mall shopping centre in Soweto, the brainchild of Dr Maponya, opened in 2007.  Today the mall is 
51% owned by JSE-listed Redefine Properties.  Picture credit: Dean Hutton / Bloomberg 
 

Editor’s note: The KFC outlet on the left is the flagship store of a black entrepreneur whose own rise to 
success, although not quite on the same scale as Dr Maponya, is no less inspiring—with both of Bellan  
Media’s directors having ‘bit parts’ in this amazing tale—see below. 

Dr Richard Maponya is one of those incredible human beings who dig their heels in and decide that nothing will 
stop him from realizing his dream—not even a system that was ruthlessly and comprehensively designed to pre-
vent his amazing story from ever becoming a reality. 

Unlike Leon Louw, I did not have the privilege of meeting Dr Maponya, and had little knowledge of this great entre-
preneur and businessman apart from the shopping centre that bears his name.  In fact, although I was a fairly 
frequent visitor to Soweto to attend church meetings, these tended to take place at night, and my priority was 
more about trying to make it through the traffic past Bara Taxi Rank (in what was then Old Potch Road) in one 
piece (on my scooter!) than looking around at construction sites. 

At the time my fledgling accounting practice had a number of ‘shoe box’ clients (where the year’s records are 
literally handed over in a shoe box!) and only three significant clients—Moneyweb (which owned Personal Finance and Tax Breaks at the time), a legal  
defence and malpractice cover organisation that served the veterinary profession, and a young black entrepreneur who had scraped together every last cent 
he could lay his hands on to put a down payment on two rather run-down KFC outlets in Kensington and Malvern, Johannesburg. 

Simon Malebane’s road to entrepreneurship was a classic ‘pull oneself up by one’s bootstraps’ story.  Starting out at the Rosettenville KFC branch, he was 
soon promoted to shift supervisor—and that’s where he might well have stayed, but for a fierce determination to use this opportunity to learn everything 
about the business in the hope of owning his own KFC outlet one day.  That opportunity came when the chief financial officer of Yum! Restaurants SA visited 
the branch, and saw in Mr Malebane what he believed to be ‘the right stuff’ to revive the abovementioned two stores that were potentially facing closure. 

Mr Malebane didn’t need to be asked twice.  He knew that the road ahead was going to be tough.  There was no fancy BEE deal involved here—only solid  
numbers with stiff targets requiring an investment in hard cash.  The knocks were plenty and the school fees were high, but Mr Malebane persevered … and 
survived … and grew. 

How he ended up becoming my client is a bit of a mystery.  I was certainly putting out feelers every which way I could, and somehow via the grapevine of  
the Methodist Church in our Circuit (which covered the southern suburbs of Johannesburg, most of Eldorado Park, and the eastern parts of Soweto), I found 
out that an owner of two KFC outlets was looking for an accountant. 

But Mr Malebane was on a mission of growth, and during the just over two years that I was his accountant, his fast food empire grew to 9 outlets, adding to 
the initial two outlets locations as varied as Johannesburg’s Park Station, Braamfontein (opposite Wits University), Orange Grove, and Bedfordview.  However, 
the entrepreneurial spirit that mirrored that of Dr Maponya saw growth opportunities in the townships, starting with outlets in Alexandra and Dobsonville and 
then into the first of two major new shopping centres in Soweto—Jabulani Mall. 

By this stage it was clear that Mr Malebane understood far more about how to grow and sustain a business than his accountant did!  With his work starting  
to far outstrip my firm’s capacity, and with my entry into full-time ministry on the horison, it was with a heavy heart that I advised Mr Malebane to hire a full-
time financial manager as well as to engage a larger external firm for his statutory work.  However, I was fortunate to share in the completion of the ‘baker’s 
dozen’ with the opening of his 13th outlet at Maponya Mall. 

I don’t know if Mr Malebane met personally with Dr Maponya when negotiating the terms to establish the KFC outlet at Maponya Mall, but I have no doubt that 
these two men would have found a kindred spirit in each other.  Both men kept their heads down, worked hard, and forged ahead in growing their businesses.  
Both men believed that success came not from leg-ups or handouts, but by putting themselves on the line in the tough unforgiving environment of retail, with 
no room for excuses.  And if the experiences of Leon Louw (with Dr Maponya) and myself (of Mr Malebane), are anything to go by, the other thing that these 
two fine men shared is that they were both genuine, decent human beings. 

We unfortunately lost contact when the Methodist Church stationed me in the Eastern Cape, but at the time I handed over Mr Malebane’s accounting work, he 
was providing employment to nearly 150 people within his organisation.  I’m sure that Dr Maponya would have been incredibly proud of his tenant to the left of 
the information desk, which prominently bears the insignia of one of the world’s largest fast-food franchises. 

As for that CFO from Yum! Restaurants SA who identified the early potential for Mr Malebane to really make an impact on KFC’s business?  He has since 
joined forces with Mr Malebane’s former accountant as a director and fellow shareholder in Bellan Media, proud owners of Personal Finance and Tax Breaks! 

MONEY MATTERS 
 
 
 
 

by Steven Jones—Editor 
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‘illegal’ stock and machinery, mere- 

ly to be followed by others who fi-

nanced more. 

Once liberated from apartheid, 

Dr Maponya’s advancing years  

were no inhibition.  He steamed on 

to become one of our most celebra-

ted entrepreneurs. 

He anguished originally about 

apartheid oppression and, there-

aIer, about post-apartheid depen-

dency.  During his la,er years, he 

lamented what he saw as two  

great obstacles to black advance-

ment: an apparent lack of rugged 

risky entrepreneurship, and a tsu-

nami of stifling regulation. 

He feared risk-free dependence 

on government largesse and pat-

ronage.  His view of government 

resembled a mother feeding a baby 

with one hand and thro,ling it  

with the other. 

He advocated and funded entre-

preneurship training.  Emerging  

entrepreneurs, he believed, were 

being (and should be) taught, not 

only technical skills: record-keeping, 

him.  He was what another heroic 

entrepreneur, Dr Sam Motsuenyane, 

called a ‘black capitalist without  

capital’. 

There was more, much more, 

such as the fact that black people 

could not own land and so they  

had no access to finance.  Nor could 

they make anything, so no burglar 

bars, furniture, pillows, or cake tins. 

I was privileged to work with  

Dr Maponya and other heroes of  

the entrepreneurial struggle against 

‘the system’.  AIer those darkest 

days of apartheid, mad controls were 

relaxed to the point where he could 

own land, build Maponya Mall—the 

first substantial mall in a ‘black’  

area—and, horror of horrors, own  

a racehorse. 

Things got truly weird during 

apartheid’s twilight years.  Old offi-

cials enforced old laws, while new 

ones implemented ‘reform’ to ad-

vance black people.  I recall Mapon-

ya and another great entrepreneur, 

furniture mogul Habakuk Shikwane, 

discussing how officials confiscated 

Leon Louw is the executive director of 
the Free Market Foundation. 
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stock control, marketing, budge- 

ting, etc., but also entrepreneurship.  

He espoused a culture of self-suffi-

ciency, risk-taking, determination  

to recover from failure, innovation, 

savings, and the like. 

He wanted government to appre-

ciate that many laws and practices 

victimise emerging entrepreneurs 

and small business.  Black people,  

he told me, are victims twice over: 

from the legacy of apartheid, and 

from post-apartheid over-regulation 

and dependency. 

Dr Maponya, like his friends  

and contemporaries—Motsuenyane, 

Shikwane, Kutumela, Motlana, Leso-

lang, and other forgo,en heroes of 

the struggle—defied the odds to suc-

ceed in ways that could not easily  

be fathomed by ensuing genera-

tions. 

 

This article was first published on 
BusinessLive on 8 January 2020 

ALTERNATIVE INVESTMENTS 

lised investment niche, there are 

plenty of caveats that can trip up  

the unwary and inexperienced in-

vestor.  In the case of motor vehicles, 

this is no different. 

Let’s have a look at some of these 

pitfalls. 

 

Know-how 
If you plan to buy a vehicle for fu-

ture investment purposes and you 

are not familiar with values and  

saleability, it is best to do some  

intensive research or engage the  

services of someone in the know, 

before you make that purchase. 

Remember that emotion can 

oIen override common sense and 

that old MG may end up bringing 

you nothing but heartache, so here 

are some of the common pitfalls 

when purchasing a vehicle for in-

vestment purposes: 
 

1. Check the general condition of 

the car from a mechanical and 

body point of view—costs to  

refurbish these items may far 

ring and restoring desirable auto-

mobiles, to wealthy individuals who 

amass a collection of exotic and  

rare vehicles purely from a lucrative 

investment point of view. 

In the United Kingdom, the Uni-

ted States, and in Europe, the sheer 

quantity and scale of this business  

of collecting is mind-boggling—and 

values over the years have shot up, 

particularly in respect of the more 

exotic and scarce marques. 

But where does that leave you 

and me?  How do I, as a person  

with relatively limited means, invest 

in this market? 

As with any foray into a specia-

THE WORLD of collecting is a fas-

cinating one—there is hardly an 

item, however arcane it may be,  

that someone, somewhere, does not 

have an interest in collecting.  There 

are people who collect stamps, ciga-

re,e cards, beer bo,les—and even 

comics, among other items. 

The world of collectors of classic 

cars and motoring memorabilia has 

moved from compulsive hoarding  

to that of a lucrative investment 

prospect—and in the last 20 years, 

this trend has gone from a small 

group of enthusiasts to a multi-

million dollar industry, encompas-

sing businesses dedicated to acqui-

It is becoming a lucrative investment prospect for those who know 

what to look for 

Should I invest in a classic 
car? 

By: DAVID CROSLEY 
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5. Is the registration in order?  If 

the car is what is termed a ‘Barn 

Find’ in that it has not seen the 

light of day for a while, then  

registering the car without the 

original ownership papers could 

prove to be a problem. 

6. Provenance: A vehicle that has 

an ownership history incorpora-

ting a celebrity or famous public 

figure will have a value that is 

considerably enhanced, but first 

check that this is a genuine  

provenance, or you could end up 

paying too much.  A Rolls-Royce 

that was once owned by Sir Elton 

John, could add as much as a  

20% premium on the selling price. 

7. Make and model: Values of  

classic cars vary according to  

the model.  For example, an As-

ton Martin DB6 will command a  

price 50% less than an Aston 

Martin DB5, even though they 

are very similar.  The reason is 

simply that the DB5 became an 

icon by virtue of the fact that  

it featured in a number of the 

early James Bond movies. 

8. Scarcity: Some cars like the Lam-

borghini Miura have skyrocketed 

in value due to limited supply, 

and are sure to continue rising  

in value exponentially.  The fact 

that they are indifferently built 

and horrendously expensive to 

restore (and to maintain) will  

be overlooked in terms of their 

investment potential. 

In conclusion, be a li,le bit hard-

headed about your purchase and 

restoration expenditure if you are 

buying for investment purposes. 

If you are an enthusiast and 

want to buy for the personal joy  

and satisfaction of owning an iconic 

vehicle from another era, then you 

may not mind buying with your 

heart, but beware—what starts out 

as a romantic notion can swiIly  

become a financial and mechanical 

liability, and a heartbreak. 

You also must be resilient—and  

be prepared to get your hands dirty 

from time to time! 

prices. 

3. Is it a matching numbers car? 

This means that the engine  

and body are as they leI the  

factory—this is an important 

factor in determining future in-

vestment values. 

4. Has it been brutally modified? 

An old Rolls-Royce with an  

American V8 installed and mod-

ern mag wheels will not only  

look tacky but will require some 

sympathetic and costly refur-

bishment to restore it to invest-

ment potential. 

exceed the investment value of 

the car.  Have a person who is  

experienced and mechanically-

minded check over the vehicle, 

and if it has too much wrong 

with it, rather walk away and 

find something else. 

2. Purchase price: People will try  

to sell an old car on the pretext 

that it is worth a lot of money 

because of its age.  Don’t be per-

suaded into the purchase, and 

rather check classic car sources 

(magazines, marque clubs, and 

websites) to determine the going 

 

Classic car collection is fast becoming a multi-million dollar industry across businesses and wealthy indi-
viduals—but there are pitfalls that one should avoid. 
Picture credit: Pixabay (https://pixabay.com/photos/auto-car-cadillac-oldtimer-788747/) 

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 legacy of excellence in providing 
independent personal finance and tax 
information sourced from experts in their 
respective fields.  The strategic partner-
ships that we have formed with selected 
organisations known for their expertise, 
ethics and service, will greatly enhance 
our offering. 
 

Our new website will give readers online 
access to additional articles, book re-

views, videos, interesting links to various topics and a mortgage bond calculator. 
 

For more information please visit www.bellanmedia.co.za, or send us an email 

at info@bellanmedia.co.za. 

 

David Crossley is a business manager 
at BDO Wealth Advisors. 
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vates you through a series of small 

wins.  You start by paying off the 

smallest debts with higher interest 

rates, which gives you more funds to 

pay off the bigger ones. 

From a psychological standpoint, 

this makes debt seem more manage-

able, and gives you a way to take 

back control. 
 

Here’s how it works: 

1. List all your debts from the smal-

lest amount to the largest. 

2. Make the minimum repayment 

on every debt, except the smal-

lest one. 

3. Make your smallest debt your 

biggest priority—repay as much 

as you can on it to pay it off as 

quickly as possible. 

4. Once you’ve paid off the smallest 

debt, add that amount you’ve 

freed up to the next-smallest 

debt. 

5. Now repay as much as you can 

on this debt until it’s paid off. 

6. Keep going, until every debt is 

paid in full. 
 

Why debt snowballing makes sense 
It’s easy to see why this approach 

ARE YOU one of the many South 

Africans currently paying off debt? 

According to the National Credit 

Regulator, se,ling outstanding loans 

should be a priority for consumers  

in 2020. 

While this may sound daunting, 

it doesn’t need to be just another 

impractical resolution.  Rather, the 

well-known ‘snowball strategy’ can 

be one way to pay off your loans, 

and start the new decade debt-free. 

Having a plan can help you to 

pay off your debts faster, saving  

you interest and increasing your 

monthly disposable income.  The 

debt snowballing method is a simple 

and practical way to do this. 

 

How debt snowballing works 
You may have seen pictures of a 

snowball rolling down a hill.  It starts 

small, but as it rolls it gathers more 

snow, growing bigger and bigger as  

it gains momentum.  By the time  

the snowball reaches the foot of  

the hill, it’s much, much bigger than 

when it started. 

The same basic idea applies to 

the snowball method, which moti-

Begin by making your smallest debt your biggest priority. 

Be debt-free by December—
a six-step game plan 

 

By: FRANCOIS VIVIERS 

makes so much sense.  As you pay 

off smaller debts (which oIen have 

higher interest rates), you free up 

more money to pay towards the  

bigger debts, which means that you 

will see results sooner. 

It’s simple, methodical, and sys-

tematic.  It also forces you to focus 

on ge,ing your budget out of the red 

and into the black. 

In addition to the snowball  

method, here are more credit  

management tips for 2020: 

• Only take credit for the right  
reasons.  Ask yourself, “Will the 

value of the item outlive the  

credit repayment period?”  For 

example, buying a computer for 

your business will allow you to 

generate an income long aIer  

the credit has been repaid. 

• Always compare the total cost  
of credit when taking out a  

loan.  Most people only compare 

the interest rate, but other costs 

such as credit insurance and  

any admin fees should also be 

part of your consideration. 

• Consider consolidating all your 
debt into a single loan, as this  

can lead to a lower monthly re-

payment amount.  You’ll also  

only have one payment to keep 

track of each month. 

• Se;le the full outstanding bal-
ance on your credit card state-
ment to take advantage of the  

55-day interest-free period.  This 

means that if you buy a laptop  

on your credit card and se,le  

the full amount before the 55- 

day interest-free period ends, you 

won’t be billed any interest. 

• Consider the 50/30/20 budgeting 

rule where 50% of your income  

is dedicated to needs such as  

groceries, utilities, health, and 

insurance; 30% is allocated to 

wants such as hobbies, dining  

out and shopping; and the last 

20% is filtered into repaying  

your debt and increasing your 

savings contributions. 

Tired of having too much month at the end of the money?  Time to get serious about your debt.  Get stuck 
into the smallest ones first—the snowball-effect method motivates you through a series of small wins. 
Picture credit: Pixabay (https://pixabay.com/illustrations/no-money-poor-money-no-crisis-2070384/) 

Francois Viviers is marketing and com-
munications executive at Capitec. 
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gers and employees are emotionally 

intelligent … this would create a  

company culture that encourages 

teamwork, and will break down  

any of the barriers that might exist 

between manager and direct report.  

The workplace will then be a place 

that people will want to be in— 

a place where they will want to  

explore their talents and grow holis-

tically, even risking diverse opinions 

and new ideas. 

Individuals with high emotional 

intelligence in the workplace are 

be,er equipped to handle stressful 

situations.  They are able to handle 

pressure, and can also hold off an 

emotional reaction in stressful con-

ditions. 

According to Daniel Goleman, a 

psychologist, emotional intelligence 

is founded on a number of core  

areas as shown in the table below. 

Also, consider these facts pub-

lished by Benjamin, B (2019), Why 

Emotional Intelligence is a Critical 

Skill for Your Future Workforce: 

• The World Economic Forum 

ranked EI as the 6th most im-

portant skill for 2020 and beyond.  

It wasn’t even on the list in 2010! 

• McKinsey Group research states 

the need for soI skills will grow 

in every industry between now 

and 2030. 

• IHHP research has found that 

EQ qualities account for 80% of 

what makes a leader exceptional. 

• Organisations like MetLife, IBM, 

and UnitedHealth Group are  

investing heavily in developing 

the workforce of the future by 

teaching the skills of emotional 

intelligence. 

other individuals—this is a measure 

of their cognitive ability, their capa-

city to learn and understand.  How-

ever, Emotional Intelligence (EQ) is  

a different set of skills. 

Psychologists Savoy and Mayor 

defined EQ as the capacity to moni-

tor your own and other people’s feel-

ings, the ability to discern between 

various emotions, and knowing how 

to manage them appropriately. 

This is not a skill set reserved  

solely for managers or employers.  

Imagine a world where both mana-

THE WORKPLACE is changing—

and if we want to keep up with  

these changes, we are required to 

change along with it.  This nudging 

of change will require us to not only 

add to our current set of skills, but  

to also work on the skills that were 

previously not considered to be vital 

in ensuring success in the workplace. 

There was a time when an  

individual’s Intelligence Quotient 

(IQ) was the one measure used to 

determine if they would outperform 

Moment of truth 

It takes more than driving to become 

an IndyCar driver.  Gone are the days 

when drivers show up Friday morning 

and go home Sunday night.  We’re  

all integral to our partnerships, com-

mercially, motorsports.  We’re as much 

champions in the boardroom as we  

are on the racetrack. 
 

Charlie Kimball 
British-born American single-seater  

racing driver who has competed in the  

US IndyCar series since 2011. 

How EI is benefi,ing employees and managers alike 

Emotional Intelligence: A 
vital workplace so@ skill 

 

By: DIDINTLE KGASI 

The demand for soft skills in the workplace is growing rapidly, as these are often the key to getting to the 
top of the corporate ladder rather than getting stuck half-way. 
Picture credit: Pixabay (https://pixabay.com/photos/office-space-boardroom-conference-1988480/) 
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the organisation. 

With the rise of the ‘Fourth In-

dustrial Revolution’ that will change 

our world of work, what can set us 

apart from the machines, is being 

human. 

just the work, but how it feels to  

be there.  Successful organisations 

have realised that it is important to 

cultivate an environment that will 

produce happy employees that also 

feel valued.  Appealing to employees’ 

feelings and their senses encourages 

them to perform be,er, think inno-

vatively, and makes them loyal to 

The ability to solve complex 

problems and think on your feet  

are valuable a,ributes to have in  

the workplace, but so is connecting 

with people and understanding the 

impact that we have on them. 

An EVP (Employee Value Propo-

sition) in an organisation is all about 

the daily experience of work—not 

PERSONAL FINANCE   

different monthly contributions and 

rates of return, it calculated how 

long it would take an investor to be-

come a millionaire. 

 

Show me the money 
“The analysis used a range of return 

outcomes varying from the current 

return investors can achieve by 

pu,ing their money in a bank ac-

count up to a maximum of 17% per 

annum,” explains Victoria Reuvers, 

senior portfolio manager at Mor-

ningstar Investment Management.  

“Realistically, many investments  

can deliver higher returns in short 

INVESTING IS oIen presented as 

something complicated.  Trying to 

make sense of the range of products 

available, the different asset classes, 

and the relationship between risk 

and return can be daunting to a  

lot of people. 

In reality, however, the basic 

principles are extremely simple: 

• Start as early as possible. 

• Save as much as you can. 

• Be patient, and let time work in 

your favour. 

To illustrate this, Morningstar put 

together some data on what it takes 

to save your way to R1 million.  Using 

periods of time, but 17% per annum 

was considered a large annual re-

turn and a prudent maximum, as 

delivering such a strong outcome 

would require some meaningful  

risk-taking.” 

The findings are presented in the 

table on Page 8 (top leI.  Source: 

Morningstar). 

The first thing to note from this 

analysis is that even at just R200  

a month, and at the lowest rate of 

return, it is possible to become a  

millionaire within the average  

South African’s lifespan.  It would 

take just under 63 years to get  

there, which is almost exactly equi-

valent to the country’s current life 

expectancy. 

These numbers are even more 

powerful if one uses the return that 

an investor could reasonably expect 

from a local balanced fund.  It is  

fair to assume that these unit trusts 

can deliver a 10% return per year 

over the long term. 

If someone contributes just R500 

per month and receives that rate  

of return, it would take less than  

30 years for them to become a mil-

lionaire.  That is well within a normal 

working lifetime. 

This shows that at an undeman-

ding monthly contribution and at  

an extremely realistic potential rate 

of return, becoming a millionaire is 

simply a ma,er of time.  If an in-

vestor keeps up the monthly contri-

butions and shows the necessary 

patience, it is well within reach. 
 

Size matters 
The second observation is perhaps 

even more powerful.  It is illustra- 

ted by the column furthest to the 

right, which considers what hap-

pens when an investor makes contri-

The most important factor is in your control 

Become a millionaire.  It’s 
easier than you think 

By: PATRICK CAIRNS 

INVESTMENT INSIGHTS 

 

Didintle Kgasi is a reward analyst at 
21st Century. 

It may be surprising to learn that the return you are able to get on your investment is not the most im-
portant factor in determining whether or not you reach your goals. 
Picture credit: Unsplash (https://unsplash.com/photos/ZVprbBmT8QA) 
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vestment discussion is on the re-

turn.  That is what leads to extreme 

views such as thinking that you 

have to take all your money off-

shore, or you should invest in a  

particular stock or sector because  

it is the next ‘big thing’. 

However, the return that you are 

able to get on your investment is  

not the most important factor when 

determining whether or not you 

reach your goals.  

If you want to get to R1 million, 

the surest way of speeding up that 

process is to save more.  “Yes, per-

formance is important, particularly 

when monthly contributions are 

small,” Reuvers notes.  “But what  

this exercise shows is that, more  

important than performance, is a 

consistent contribution and the size 

of the monthly contribution.” 

rate of return from 5% to 10% only 

shaves nine and a half months off 

the time it takes to become a mil-

lionaire.  Tripling it to 15% speeds  

up the process by just one and a  

half years. 

This is something that a lot of 

investors fail to appreciate.  Almost 

always, the main focus in any in-

butions of R10 000 per month.  At 

this contribution rate, it would take 

just seven years to reach R1 million, 

even at the measly return of just  

5% per annum. 

However, more significant than 

that is that the higher rates of re-

turn do not get you to R1 million  

exponentially faster.  Doubling the  

 TAX BREAKS   

 

Patrick Cairns is from Moneyweb. 

a non-executive director who may 

be called in quarterly to serve at a 

board meeting or more frequently  

at a management meeting, these  

two individuals worked almost  

every day at their ‘client’ as execu-

tives. 

Why this experience proved 

noteworthy for me is that it  

highlights the pervasiveness of  

independent contractors and the  

plethora of different relationship 

types that they may have within  

an organisation, whether full-time, 

part-time, half day, executive man-

agement, senior management, mid-

management, no management—the 

combinations are endless. 

At this point, I think that it’s  

important for me to come clean 

I WAS recently asked to do some 

work for a large financial services 

company to help them think 

through and create a framework 

around building an organisation 

that genuinely operates differently.   

Until this engagement, my view  

was that independent contractors 

are generally blue-collar workers 

(sourced through controversial la-

bour brokers) or specialists who  

interface with mid- to large-sized 

companies for specific projects—

what is now known as the “gig  

economy.” 

This company had two executive 

directors contracted on a part-time 

basis to bring their expertise to the 

organisation daily, yet were also able 

to service multiple clients.  Unlike  

about my views on working from 

home versus coming in to that  

central office environment that we 

call work.  I certainly recognise the 

benefits of working from home or  

a coffee shop in terms of travel 

times, lack of distractions, etc. but  

in all honesty I have not seen this 

model work successfully over a long 

period of time. 

Two cracks that start to appear 

once the novelty has worn off are 

the cost of managing the outputs,  

and—more importantly—the rapid 

disintegration of the cultural glue 

that is an unintended consequence 

of the random encounters in the 

kitchen or at the coffee station and 

those awkward urinal or bathroom 

moments. 

I am conflicted about choosing 

one model (everyone is permanently 

employed) over the other (as many 

people as possible are outsourced),  

as I see pros and cons in both.  If  

you forced me to choose, I would  

not hesitate to choose the perma-

nent team model at an office, but in 

the ideal world, a blended approach 

is probably the most effective way  

Watch out for the ‘flavour-of-the-month’ consultant who has spent 

more time at business school than actually running a business 

Independent experts: Your 
saviour, or your sinker? 

By: ALLON RIAZ 

YOUR BUSINESS 
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to navigate a rapidly changing envi-

ronment or market. 

In the corporate domain, a blen-

ded model is plausible (and is cur-

rently fairly common practice)—but 

in the small-business context, this 

blended approach is far more com-

plex to execute.  Independent ex-

perts who work for small businesses 

are more than likely not in a strong 

financial position themselves, and 

are therefore highly susceptible to 

switching their allegiance to higher 

paying clients. 

Many small businesses I have 

encountered have found themselves 

with half-baked projects leI behind 

by one of these evacuating inde-

pendent experts.  Because these  

projects are incomplete, they have 

zero effectiveness or value, and the 

small-business owner has neither 

the time nor the capability to com-

plete them on their own. 

We need to distinguish between  

a person brought in as an indepen-

dent to do a job, and an expert 

brought in to build or implement an 

element of the business—for exam-

ple, a process or a website or new 

soIware.  Small businesses are in  

a build phase constantly, and thus 

need these expert builders. 

If the small-business owner  

experiences an expert leaving before 

a project is completed and has the 

courage to re-try (which most don’t), 

they are generally confronted with  

a situation in which the next inde-

pendent expert pooh-poohs the  

previous methodology and insists on 

starting again.  Budgets are always 

exceeded as multiples of the original 

budget, and this in a context where 

every cent counts. 

The small-business environment 

generally has far less sophistication 

and capacity to manage these inde-

 pendent experts in terms of budgets, 

deadlines, and alignment to brief, 

which makes both scope and budget 

creep a virtual certainty. 

Another element not oIen spo-

ken of is the emotional toll of cy-

cling through independent experts 

who feel like a series of broken  

relationships, leaving one feeling  

self-conscious and inadequate. 

So the question of independent 

experts is not so clear cut for small 

businesses.  While there are many 

exceptions and many great inde-

pendent experts, by far the majority 

of small businesses I have been  

involved with over the past 20 years 

find themselves in the dilemma  

of not being able to afford these  

resources full-time but cannot  

manage and conclude the work re-

quired themselves. 

As a result, there are gaping  

capacity and capability holes in  

businesses that take many years to 

fill, and which are smoothed over  

in the meantime with a combination 

of hope and glossy brochures. 

Where I have seen small busi-

nesses succeed is when their prod-

ucts and services are built from a 

strong internal core competence, 

and where the growth and depth  

of those competencies is slowly  

layered by additional internal re-

sources or external experts with 

very specific, short-term value addi-

tion and not long complex engage-

ments.  I call these resources the 

‘riveters’ and ‘welders’ who come in 

to do a specific job, and then leave. 

It is therefore recommended  

that only once the business gets to  

a stage where there is sufficient in-

ternal capacity to manage these  

independent experts, and there are 

sufficient financial means to with-

stand the inevitable budget over-

shoot, should a small business  

consider hiring external experts as 

part of a blended approach. 

Outside experts should only be brought on board only once the business gets to a stage where there is 
sufficient internal capacity to manage them, and has sufficient financial means to withstand the inevitable 
budget overshoot. 
Picture credit: Unsplash (https://unsplash.com/photos/4r72LPFh4Ik) 

Allon Raiz is the chief executive officer 
of Raizcorp, a business incubation  
consultancy that provides full service 
enterprise and supplier development 
programmes that guide entrepreneurs 
to profitability. 

 

 

 

KEY UPCOMING TAX SUBMISSION DATES 
 

Personal income tax returns, 2019 tax year 
31 Jan 2020 Personal income tax returns (e-filing, provisional taxpayers) 
 [deadline passed] 
 

Provisional tax returns 
29 Feb 2020 Second period, 2020 tax year 



SHORT-TERM COVER 

same insurer.  One, it makes  

your life a lot easier; and two, you 

generally qualify for higher dis-

counts when you bring all your 

insurance under one roof.  Some 

insurers offer additional savings 

when you put more than one  

car on the same policy. 

• Reduce your risks.  All insurers 

rate your risk and work out your 

premium accordingly.  So, if you 

change jobs and have a shorter 

commute to work, your risk re-

duces.  You can also reduce your 

risk by improving your home 

security, for example.  Also, re-

member what your garage is for: 

Parking in the garage rather than 

the pavement = safer car = less 

risk = lower premium. 

• Look a@er your credit score.  

You should look aIer your credit 

score as carefully as you do your 

shiny new wheels.  Having a 

great credit rating positively 

affects your premium. 

• Get decreasing premiums.  The 

value of your car decreases,, so 

surely, your car insurance pre-

miums should, as well?  Most in-

surers only adjust your vehicle  

values if you tell them, so keep on 

top of this, and make sure that 

your vehicle value is periodically 

adjusted so that you are not over-

paying premiums.  King Price 

automatically decreases your 

premium monthly in line with 

the depreciation in your car’s  

value, giving you peace of mind 

that you are not overpaying for 

your cover. 

• Adjust your excess.  Your excess 

is the first amount payable on 

any claim, and the excess you 

choose affects the premium you 

pay.  The higher the excess, the 

lower the premium—but choose 

carefully, because you need to  

be able to pay the excess amount 

if you claim.  Or find an insurer 

who can offer you an excess that 

meets your budget. 

• Combine your policies.  There  

are a couple of reasons why it 

makes sense to cover your car, 

home, and possessions with the 

WE ALL like a bit of extra money  

in our pockets, so here are some  

tips to save on your car insurance 

premiums. 

• Shop around.  If you’re buying  

a car, remember that it’s not only 

the monthly payment you have 

to budget for—you also have to 

pay insurance.  And, if you’re  

financing the car, you have to 

insure it before you even drive  

it off the showroom floor.  But 

don’t se,le for the first quote  

you get: you’d be surprised by 

how much premiums can vary. 

 TAX BREAKS   

Insurance is a grudge purchase, but there are ways to reduce the cost 

6 ways to save money on car 
insurance 

By: KING PRICE INSURANCE 

 

Car insurance is necessary, but expensive … it’s therefore worth doing your homework. 
Picture credit: Pixabay (https://pixabay.com/photos/auto-accident-vehicle-insurance-3734396/) 

not financial planning will be top-of-

mind—and understandably so.  In 

time, however, it will be necessary  

IN THE aIermath of being diag-

nosed with a life-limiting illness, it  

is inevitable that medical care and 

Time to assess your options for this final life stage 

Financial planning for the 
terminally ill 

 

By: ERIC JORDAAN 

to recalibrate one’s financial plan-

ning so as to take into account the 

diagnosis and subsequent prognosis. 

Life-limiting illnesses can in-

clude cancer, dementia, Alzheimer’s 

disease, motor neurone disease, 

heart disease and multiple sclerosis, 

to name just a few.  In general, the 

term refers to an incurable disease 

or illness that cannot be adequately 

treated, and is reasonably expected 

to result in the premature death of 

END-OF-LIFE PLANNING 
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This means that you would be able 

to access your retirement funds  

before the legislated retirement age 

of 55. 

Once again, your financial advi-

sor should be able to guide you 

through the process of applying  

for early retirement as a result of  

ill-health. 

 

Policies and investments 

It is advisable to make a list of all 

your policies and investments so 

that your loved ones know about 

them.  In the process, check the  

beneficiary nominations on your 

policies to ensure that the proceeds 

will be paid to the intended bene-

ficiaries in the event of your death. 

Bear in mind that if you have 

nominated your estate as the bene-

ficiary on a life policy, the proceeds 

PERSONAL FINANCE   

affects your ability to generate an 

income, you may be able to claim 

from your income protection benefit 

for loss of income. 

Claiming from your insurer can 

be quite an onerous process, as  

you may be required to submit nu-

merous medical reports and test  

results, among other documenta-

tion.  It makes sense to get advice 

from your planner sooner rather 

than later. 

 

Early retirement 

Depending on the severity of your 

illness, you may be able to retire  

early from your retirement annuity 

as a result of your ill-health. 

If you become severely incapaci-

tated, the trustees of your retire-

ment fund may decide to allow you 

to take early ill-health retirement. 

the patient. From a financial- and 

estate-planning perspective, there is 

much for a terminally ill person to 

consider. 

 

Post-diagnosis 
AIer diagnosis, you may want to 

reassess your medical aid plan op-

tion, review any potential insurance 

claims you might have, and consider 

caring options for the future. 

While you are able to, give consi-

deration to the following: 
 

Medical aid and gap cover 

Following your diagnosis, it is advi-

sable to determine whether your 

current plan option remains appro-

priate for your needs, bearing in 

mind that most medical schemes 

only permit plan option upgrades  

at the beginning of each benefit  

year. 

Once you have a clear under-

standing of the medical treatment 

you require, you should be in a  

position to select a plan option that 

suits your needs going forward.  

When selecting your plan op- 

tion, consider whether your illness  

is covered as a chronic condition,  

and to what extent your medication  

will be covered by the scheme.   

Other benefits worth checking are 

MRI and CT scans, scopes, pathology,  

and X-rays, as these can be particu-

larly expensive. 

If it is likely that your treatment 

will entail hospitalisation, you may 

wish to consider a more comprehen-

sive hospital plan, as well as a gap 

cover benefit. 
 

Insurance cover 

If you have disability or severe ill-

ness cover in place at the time of 

diagnosis, there may be potential  

for you to claim from your insurer.  

Because dread disease and disability 

cover are very complex areas of  

insurance, this may be something 

that your financial planner should 

assist you with.  

Depending on your insurer, you 

may have a dread disease and/or 

disability claim on initial diagnosis, 

followed by further claims as your 

illness progresses.  If your illness 

Death and taxes 
Many people come to pay their last respects when you die.  SARS is among 

the crowd… 

By: STEVEN JONES 

In many cases, one's death results in a mad scramble as family members and creditors 
clamour for their slice of the pie.  And of course, the South African Revenue Service (SARS) 
is right in the thick of things, claiming its share, and many people will be shocked as to how 
many areas SARS can claim from when it comes to their estates. 
 

Income tax 
Most people are familiar with the fact that the tax year normally ends on the last day of Feb-
ruary (in the case of individuals).  However, when you die, your final year of assessment ends 
on that date.  This means that in addition to the other tasks involved in winding up your es-
tate, your executor also has to file an income tax return for the period covering 1 March to 
the date of death. 

The process is the same as for a normal tax return, except for the period in which the 
earnings and deductions are calculated.  If the submission of this return results in a shortfall 
of income tax, SARS will have a claim against your estate for the amount payable.  In addi-
tion, the estate itself must also be registered as a taxpayer, since in many cases it will  
continue to earn income whilst the winding-up process is taking place, which can be anything 
from 6 – 18 months or even longer, depending on the complexity thereof. 

For example, if you owned rental property which you have left to your children, the rent-
als that are generated by such property forms part of your estate from the time of your death 
up to the time the property is transferred to your children.  This income will be taxed in the 
estate, requiring a further tax return to be completed.  Once again, any shortfall will be 
claimed by SARS from your estate. 
 

Estate duty 
South Africa, like most countries, levies estate duty on the assets of a deceased estate.  This 
duty is paid at a rate of 20% of the “dutiable amount” of the estate, which is calculated as 
being the gross asset value of the estate, less any bequests to a surviving spouse, charitable 
organisations, reasonable funeral costs, and the so-called “Section 4A” abatement, which 
refers to the first R3.5 million of gross assets that are exempt from estate duty. 

Although the average person may think that R3.5 million is a vast amount, and therefore 
should not concern themselves with estate duty, bear in mind that with the average house 
price around the R1 million mark, and adding to that your car, furniture, personal effects, and 
a couple of life insurance policies, it's not too hard for the “average” estate to exceed R3.5 
million nowadays. 
 

Capital Gains Tax 
However, the long arm of SARS' reach does not stop there.  With the introduction of Capital 
 

Continued on Page 12 ... 
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on how to structure your estate  

so as to reduce your tax liability  

and ensure liquidity. 

 

Legal documentation 

The person you appoint as executor 

to your estate will be responsible for 

providing the Master’s office with  

an exhaustive list of documentation.  

The executor will rely on your loved 

ones to assist in locating these docu-

ments—a process which can result 

in endless delays if your paperwork 

is not in order. 

It is therefore advisable to com-

pile a folder of documents that will 

be required in the winding-up pro-

cess, including your birth certificate, 

marriage certificates, divorce and 

maintenance orders, ID book and 

passport, SARS tax reference num-

ber, trust deeds, gun licences, share 

will be paid to your estate and will 

form part of the winding-up process. 

However, naming a beneficiary (or 

beneficiaries) will ensure that the 

proceeds are paid directly to them 

within a short period of time follo-

wing your death. 

 

Estate costs 

Your financial planner will be able  

to prepare an estate plan for you  

so that you have full understanding 

of the costs to your estate in the 

event of your passing.  In doing so, 

they will take into account any lia-

bilities, capital gains tax, and income 

taxes owing (see box). 

Their calculations will include  

an assessment of the Master’s and 

executor’s fees, estate duty, and  

other administrative costs.  They 

should also be able to advise you  

certificates, and the like. 

It may also be worthwhile to let  

a family member or friend keep cer-

tified copies of this documentation 

in the event of fire, theI, or loss. 
 

Home care and hospice 

Palliative care providers such as 

Hospice care for those suffering 

from terminal illnesses, with their 

aim being to improve the quality of 

life of such patients. 

In most situations, providers of 

palliative care use mobile teams  

of caregivers who provide home-

based support and care for patients. 

In situations where pain is difficult 

to control, or where a patient has  

no support system at home, admis-

sion to an in-patient unit is advi-

sable. 

Either way, it is advisable to 

make plans well in advance with  

a palliative care provider in your  

area to ensure that, when the time 

comes, they have advanced notice 

and are in a position to assist you.   

As your life-limiting condition pro-

gresses, it may be necessary to con-

sider private home nursing—which 

can cost anywhere from R4 000 per 

month upwards, depending on your 

requirements. 
 

Funeral costs 

Depending on your specific wishes, a 

funeral can cost anywhere between 

R6 000 and R50 000, and these costs 

can be planned for in advance. 

If you do not have a spouse or  

life partner who is able to take care 

of funeral arrangements aIer your 

passing, it makes sense to make  

arrangements with a close family 

member or friend in advance, inclu-

ding financial arrangements. 

If you have a funeral policy in 

place, let your loved ones know 

about its existence.  Funeral policies 

generally pay out within 48 hours, 

and can assist with the costs of the 

funeral. 
 

Funeral and burial wishes 

Documenting your wishes in respect 

of your funeral and burial as part of 

your end-of-life planning is some-

thing that your loved ones will great-

 TAX BREAKS   

… Continued from Page 11 
 
Gains Tax (CGT) with effect from 1 October 2001, further taxation is levied on the taxable 
capital gain of any assets that are disposed of.  In the case of death, you are deemed to have 
disposed of your entire estate, and a potential liability for CGT is thus triggered.  The 
‘proceeds’ realised by such deemed disposal is the market value of the assets at the time of 
your death. 

There are, of course, certain exemptions—the first amount of R40 000 which is ordinarily 
exempt from CGT in any one year is increased to R300 000 in the year of your death, whilst 
the first R2 million of the gain on your primary residence, as well as any gain on certain 
“personal use assets”, remains exempt.  In addition, if your primary residence is bequeathed 
to your surviving spouse, and the gain in value exceeds R2 million, the CGT liability can be 
“rolled over” until the property is eventually disposed of by your surviving spouse.  In this 
way, the CGT liability is deferred.  However, bear in mind that if this rollover provision is ex-
ercised, the CGT liability will be based on the gain from the time you bought the property, not 
from the time of your death. 
 

Planning for estate taxes 
There are many ways that one can plan to reduce estate duty, involving the use of trusts and 
other estate planning techniques.  Discussion of such planning techniques is beyond the 
scope of this article.  However, if you have a sizeable estate exceeding, say, R10 million, it 
may be worthwhile obtaining professional advice in this regard. 

If, on the other hand, you are an “average Joe” who is nevertheless concerned that your 
estate will be liable for some estate duty, and will not have sufficient cash available to meet 
this and other tax liabilities, the simplest method of providing the necessary liquidity is the 
good old-fashioned life assurance policy.  We are not talking about the fancy “universal” poli-
cies that the life assurance industry have cooked up over the years, that have been the sub-
ject of much debate, particularly when it comes to costs, poor investment returns, and deri-
sory surrender values.  Here, we are talking about life insurance in its purest form—a lump-
sum amount to be paid out to your beneficiaries when you die. 

The amount of cover that you require will be determined by your particular circumstanc-
es, but if you want it purely to cover estate and other taxes at the time of your death, a good 
starting point would be 150% of your estimated tax liability.  This will take into account the 
fact that the proceeds of the policy itself will be subject to estate duty, and will also build in 
some contingency should your tax liability be more than you originally anticipated. 

Many life insurers will pay out the proceeds of a life policy in cases where the policy-
holder has been diagnosed with a terminal disease (where the policyholder’s anticipated 
death is likely to be within 12 months of diagnosis).  While it would remain advisable to use 
the proceeds for the purpose originally envisaged (e.g. payment of debt, providing income for 
surviving beneficiaries, etc.), it nonetheless remains important to set aside funds for the 
inevitable estate duties and other taxes that arise upon one’s death. 

 
Steven Jones is a practicing member of the South African Institute of Professional Account-
ants, a SARS-registered tax practitioner, and the editor of Personal Finance and Tax Breaks.  
He holds degrees in accounting, financial management, and theology. 
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ly appreciate. 

It is advisable to not include any 

funeral or burial wishes in your last 

will and testament, but to rather 

document them in a separate funer-

al plan that your loved ones have 

advance knowledge of.  Bear in  

mind that your will might only be 

read aIer your funeral, in which 

case your specific wishes may not  

be taken into account. 

Your funeral plan can include 

ashes to be sca,ered. 

 
 

In Part 2, which will appear in next 

month’s issue, we deal with what  

you need to have in place for when 

you are no longer able to speak for 

yourself. 

details regarding the place of wor-

ship you would prefer the ceremony 

to be held at, the minister, whether 

you would prefer a funeral or me-

morial service, and any special re-

quests such as hymns, flowers,  

music or readings. 

You can also make your wishes in 

respect of burial versus cremation 

known, together with details as to 

where you would like to be buried  

or where you would prefer your  

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

power customers with frequent  

information updates and access to 

tools that enable effective decision 

making. 

Information itself is not useful 

until turned into knowledge and 

dispensed as wisdom.  Pu,ing com-

plete faith in technology and the 

fintech movement could be consi-

dered bold, and is a decision that 

could end in disappointment.  In-

stead, financial advisors must play  

a unified middleman role between 

THE WEALTH industry is tradition-

ally slow-moving.  The pitfalls of 

kneejerk investment decisions have 

moved wealth brands to believe  

that slow-moving, yet watchful 

modes of operating are more effec-

tive in the long run. 

However, the fintech movement 

is challenging long-established be-

liefs, and instead of placing tradi- 

tional custodians as the source  

of information, the movement  

seeks to use the internet to em-

the traditional stable investment 

movement and the fast-paced infor-

mation movement. 

Here are the five things advisors 

should be doing: 
 

Listen 
Standard healthy financial advice  

is relatively easy to find.  A quick 

Google search reveals pages of help-

ful articles.  Similarly, Amazon  

provides access to excellent wealth 

management books in less than  

ten clicks. 

Therefore, access to information 

is not only what an advisor should 

be providing.  What clients need  

is empathetically driven, palatable, 

timely, and appropriate wisdom 

based on their set of circumstances 

and motivations. 
 

Non-traditional advice 
An example here would be a case 

where a couple sought advice on 

bitcoin from their wealth advisor.  

They met at a local coffee store 

around the time that the price of 

bitcoin was fluctuating at the $1 000 

price mark. 

They asked their advisor for  

advice on buying bitcoin, and he  

advised against it.  At the end of  

the coffee, the advisor got into his  

Porsche and drove off.  Today, the 

price of bitcoin floats around the 

$8 000 mark, once having reached  

a high in the region of $17 000. 

The lesson here is that advisors 

need to be prepared to provide  

either sound advice on different ve-

hicles, or introduce their clients to 

people in their network who have 

the knowledge to do so. 

The world has changed, and financial advice needs to change with it 

Five things your advisor 
should be doing 

By: DEREK GARDINER 

YOUR MONEY 

 

One of the key roles of the financial advisor is to use available information to journey with the client on 
making the best investment decision. 
Picture credit: Pixabay (https://pixabay.com/photos/consulting-edp-businessman-3031678/) 
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tiation through personalised engage-

ment with clients. 

Market events create excellent 

opportunities for personalised en-

gagements.  Using market events 

together with cost-effective digital 

channels to drive engagement, ad-

visors can differentiate themselves 

from their competitors at a relative-

ly low cost. 

As the sector evolves and fintech 

becomes accessible to more and 

more people, it’s still important  

for traditional financial advisors to 

utilise the data and technology they 

have at their fingertips to deliver 

sound advice to their clients.  Gai-

ning the trust of clients, keeping  

up to date with the latest market 

trends, and delivering informative 

and comprehensive monthly reports 

goes a long way in building a lasting 

relationship between the advisor 

and their clients. 

clients can acquire it themselves.   

We can see a vast increase in the  

introduction of various automated 

advice and investment sites, which 

prove to be popular with tech-savvy  

clients. 

Advisors no longer have to be  

the authoritative source of the  

information needed to make an  

investment choice, but they do  

need to use that information, toge-

ther with the client, to journey with 

them on making the best invest-

ment decision.  

 

Fearless, pro-active engagement 
Regulation forces advisors to meet 

with their clients once a year.  This 

regulation is the driving force of  

the engagement. 

However, the market faces many 

changes throughout the year, such 

as exchange rate fluctuations, the 

growth or contraction of particular 

investment vehicles, or the collapse 

of specific JSE-listed companies.  

Advisors should therefore look be-

yond regulation and seek differen-

Regular, contextualised feedback 
Imagine playing several rounds of 

golf, yet only being able to see  

your score once a year.  The resul-

ting experience would most likely  

be fraught with frustration—yet 

this is expected of the financial  

services industry.  

Advisors have access to the data 

necessary for monthly reporting, 

and should provide their clients  

with a consolidated investment 

statement, together with market 

performance information as context, 

every month. 

 

Be a guide 
In his book To Sell Is Human, Daniel 

Pink introduces the notion that  

the internet has not eradicated the  

sales person.  Instead, the role has 

simply changed.  

Previously, the sales person 

would be the main source of infor-

mation on a product or service they 

were selling.  Nowadays, the internet 

has made access to information and 

services so readily available that  

Derek Gardiner is the chief executive 
officer of Seed Analytics. 

fixed deposits. 

I’m seeking ways to grow my 

funds with high rates and low-risk.  I 

might be searching for unicorns but 

dreams are important. 

 

ANSWER 
“In investing, what is comfortable is 

rarely profitable”—Robert Arno,. 
 

In a world of unicorns, bulls and 

bears, finding the right solution  

and not missing out on opportuni-

ties can be daunting and a bit over-

whelming.  There are many different 

QUESTION 
I’m 25 and in my second last year  

of studying for my teaching degree. 

I’ve been investing in fixed deposits  

at banks since I was 18.  With historic 

rates of 7.5% to 8.9%, I’ve done rea-

sonably well. 

I’m looking for any opportunities 

with higher returns on similar or 

slightly higher levels of risk.  I refuse 

to let capital and returns be eradi-

cated by stock turmoil, fees and  

underperformance (as no guaran-

tees are given) hence my preference 

for guaranteed investments such as 

products, asset classes and fund 

managers.  

Local or offshore, conservative  

or higher risk?  These are difficult 

decisions to make.  My advice is to 

start a financial portfolio with the 

guidance of a wealth advisor helping 

to determine your goals and risk  

appetite. 

What we consider as ‘risk’ is,  

however, the number one mindset 

change we need to make.  Are we 

afraid of ’risk’, or are we afraid of 

volatility?  These are two very diffe-

rent concepts. 

Understanding how asset classes 

perform, and the different risks all  

of them hold, will make it easier to 

navigate markets and investing. 

Higher returns require taking on more volatility and riding out market 

cycles 

What low-risk, high-return 
investment vehicle can 
boost savings? 

By: ELKE BRINK 
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How volatile they can be is,  

however, different.  The graph  

below shows the returns of a few 

different portfolios over the past 

few years.  It compares the follo-

wing allocations: 

• An enhanced interest portfolio: 

A multi-manager cash-type port-

folio (with the bulk of the port-

folio accounted for by 77% local 

cash, 22.5% local bonds). 

• A Regulation 28 portfolio: This  

is aligned to the typical, regulated 

allocation required for an invest-

ment in a pension / provident 

fund or retirement annuity (the 

bulk of the portfolio is accounted 

for by a local equity allocation  

of 44%, foreign equity 27%, and 

local cash 20%). 

• A portfolio targeted at meeting 

Each asset class plays a different 

role in your portfolio and holds 

different risks, as well as different 

potential returns. In the long term, 

higher returns will require taking on 

more volatility and riding out mar-

ket cycles. 

As in the lyrics of the song  

Something Just Like This by The 

Chainsmokers and Coldplay, you 

will need to decide “Where’d you 

wanna go?  How much you wanna 

risk?” 

The table below displays the  

calendar-year returns of indices  

representing the different asset  

classes over the past ten years to 

July 2019.  This shows that asset  

classes are all volatile in their own 

way and timing them is oIen impos-

sible. 

post-retirement income or sta-
ble growth needs (local cash  

14%, local bonds 16.5%, local eq-

uity 28.3%, and foreign equity 

34.5%, with small holdings to the 

remaining asset classes). 

• A global equity fund (94.6%  

foreign equity, and small hol-

dings to other asset classes). 

• A combination 50/50 exposure 
to a local and global equity  
fund (resultant asset allocation 

40% local equity, 54.7% foreign 

equity, and small holdings to  

other asset classes). 

• Lastly, a flexible global feeder 
fund (with the bulk of the port-

folio accounted for by a 42.7% 

weighting to foreign cash, 25.6% 

to foreign bonds, and 28.7% to 

foreign equity). 
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If this is a fundamentally good  

company, your ownership will al-

ways have value; the unit price will 

just vary as markets move up and 

down.  It is only when you sell these 

units at a low price that you are 

‘losing money’. 

Paul Samuelson said that “In-

vesting should be more like wat-

ching paint dry or watching grass 

grow.  If you want excitement, take 

$800 and go to Las Vegas.”  Having  

a long-term mindset when it comes 

to investing is imperative—without 

this mindset, you will always be  

disappointed or get tied up in the 

emotional roller-coaster of market 

cycles. 

I believe in first determining  

your goals and deciding on an appro-

priate strategy from there.  The 

strategy will probably also be dif-

ferent for the different products in 

your portfolio: 

• Why are you investing?  Is the 

focus on retirement, or is this a 

shorter-term goal? 

• How close are you to retirement? 

If you were invested in cash in 

2019, you would have received an 

average return on your investment 

of 7% to 8%, as mentioned in your 

question. 

For the same period, if you were 

invested offshore, the story might 

have looked quite different.  The  

one-year return for the S&P500 

(according to Bloomberg at the time 

of writing) is 27.94%, and the Dow 

Jones 27.19%.  The one-year return 

for the JSE is 15.967%. 

Referring back to my first dia-

gram, this can change very quickly.  

In 2008, the local market dropped 

21.7%, but the recovery also hap-

pened that quickly again in 2009. 

Investing in growth assets 

(equity exposure) will deliver a  

higher return over the longer term, 

but this will also be more volatile. 

There will always be market and 

economic cycles—riding the wave 

and not making any emotional  

decisions is the important part. 

When investing in equities, you’re 

buying components of a company.  

• Do you have an emergency fund, 

or are you depending on these 

funds in a crisis situation? 

• What is your risk appetite?  De-

fining what you see as risk here  

is important.  It is important to 

understand that investing only  

in cash is a risk by itself: infla- 

tion and interest rates can have 

an impact on your investment. 

• What term do you have to work 

with?  For investors closer to  

retirement, it is important to re-

member that your investment 

term does not end at age 65.   

This is only the start of a new  

investment term for probably  

another 30 years. 

Building a successful portfolio will 

require you to ensure you have  

comprehensive planning in place  

for every aspect of your life: risk 

planning (life cover, income protec-

tion, medical aid), fiduciary planning, 

as well as structuring your invest-

ment portfolio.  This will not only 

focus on retirement, but on shorter-

term financial goals as well. 

As our lives change with time,  

so do our portfolios; it’s important  

to make these changes in different 

phases of life.  This will also look 

different for every person as finan-

cial circumstances and goals differ, 

and risk appetite will not always be 

similar for everyone. 

 

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  

publication in Personal Finance 

each month.  Unfortunately, we will 

not be able to respond to questions 

individually. 

Elke Brink is a financial planner at PSG 
Wealth. 


