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members of the public will be able to 

provide SAFPS with biometrics such 

as voice recordings and photographs 

of themselves.  SAFPS will store this 

information and keep it on record. 

The real benefit of the Secure 

Citizen App will come in when mem-

bers of the public apply for credit  

at financial institutions which are 

SAFPS members.  Once a credit ap-

plication has been made, the finan-

cial institution then contacts SAFPS 

and advises them that a credit ap-

plication has been made.  An SMS  

is then sent to the individual who  

applied for credit. 

Once the individual indicates 

that they did apply for credit and 

SAFPS receives the first indication 

that it is not dealing with a fraud-

ster, the biometric information that 

was provided by the financial insti-

FRAUD IS an unfortunate reality  

of everyday life in South Africa.  Re-

cent statistics point out that 77%  

of South African companies and  

individuals deal with fraud daily, 

and with cybercrime increasing in 

severity, the challenges that fraud 

presents are growing daily. 

The Southern African Fraud  

Prevention Services (SAFPS) is the 

champion of companies and indivi-

duals who face these challenges,  

and is the first line of defence for 

companies and individuals who are 

seeking protection.  In the fight 

against fraud, the SAFPS is on the 

verge of launching its Secure Citizen 

App which will deal a significant 

blow to fraudsters. 

 

Valuable protection 
Through the Secure Citizen App, 
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fraud, specifically in the online 

space. 

In a world that is becoming  

increasingly interconnected, the 

public needs to be assured that  

they have the necessary protection 

against fraudsters—provided they 

supply SAFPS with their biometric 

information.  Through the Secure 

Citizen App, the SAFPS is confident 

that the ba3le against fraud is  

becoming a lot easier, and that the 

scales are finally being balanced 

away from fraudsters. 

insurance company to ensure that 

they are dealing with the correct 

individual, which should eliminate 

multiple claims in different names. 

Finally, given that many instan-

ces of fraud are commi3ed through 

identity theF, individuals are pro-

tected due to processes in place  

that helps institutions to verify that 

they are in fact dealing with the  

correct person.  This should reduce 

instances whereby innocent indivi-

duals’ finances and creditworthiness 

are ravaged by fraudulent activity 

using their identity. 

 

The role of technology 
The role of technology in the ba3le 

against fraud was highlighted at  

the 3rd Annual SAFPS Conference, 

which was held at the Indaba Hotel. 

The influence of technology is 

growing in our daily lives, and the 

benefits that artificial intelligence 

(AI) and machine learning can offer 

cannot be ignored.  AI is the future 

of fraud prevention.  It is already 

becoming big business, and will be  

a $60 billion industry in five years’ 

time.  This will provide an even  

bigger blow to the ba3le against 

tution is checked against the bio-

metric information that SAFPS has 

on record.  If the individual indicates 

that they did not apply for credit, or 

the verification of the biometrics  

fails, then SAFPS knows that they 

are dealing with a fraudster from  

the outset. 

 

Key beneficiaries 
The benefits of the Secure Citizen 

app to the credit provider / financial 

institution, will be a perfect adver-

tisement for why the institution 

should be an SAFPS member.  Banks 

deal with fraud daily, and through 

the Secure Citizen App, along with 

consumers, they can receive a peace 

of mind that their struggles against 

this scourge has received a major 

boost. 

The Secure Citizen app also 

offers major benefits to the insur-

ance industry.  A common tactic 

within the industry is that a fraudu-

lent individual will open a life insur-

ance policy or a funeral policy with 

several different insurers.  The fami-

lies of these fraudsters would then 

lodge multiple claims against a fake 

death.  Secure Citizen will assist the 
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Manie van Schalkwyk is executive di-

rector of the Southern African Fraud 

Prevention Services. 
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vestment decisions for you.  They 

advise you on the best way to invest 

your money, and you make the  

decisions.  Ask this question in  

context of how much money you’re 

investing: 

 R500: If you’re a novice, this is 

your first foray into investment, 

and if you want to become a  

regular investor, it’s a good idea 

to start a relationship now with  

PEOPLE OFTEN ask me where  

they should invest their money.  The 

answer is that it depends on the  

details.  Every investment decision  

is a combination of factors unique to 

the investor.  Ask yourself a series  

of questions before you decide how 

to proceed: 

 

Do I need a financial advisor? 
Financial advisors don’t make in-

a financial advisor who can help 

you grow a portfolio. 

 R50 000: Even if you believe that 

you’re a savvy investor, a finan-

cial advisor can always offer an 

alternative perspective.  It’s their 

job to stay on top of the latest 

investment offerings in the mar-

ket and guide you to help you 

achieve your investment goals.  If 

the R50 000 is a once-in-a-lifetime 

windfall, don’t take a chance on 

making the wrong decision: con-

tact a financial advisor. 

 R5 000 000: This is a sizeable sum 

in anybody’s wallet.  Don’t even 

think of investing this money on 

your own: get yourself a financial 

advisor ASAP. 

 

What is my investment objective? 
You need to look carefully at what 

you’re trying to achieve to ensure 

you make an appropriate decision. 

There are several questions to ask yourself before you decide how to 

proceed with investing your money… 

What to consider when  
investing R500, R50 000, 
and R5 000 000 

By: THULISILE NKOMO 
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by Steven Jones—Editor 

 

 

Personal Finance has come a long way.  

Star�ng from its humble beginnings under the 

editorship of Mar�n Spring, followed by nearly 

20 years under the Moneyweb umbrella, and 

now independently owned by Bellan Media, 

what you have in your hands represents a 

fresh start for this magazine and its sister  

publica�on, Tax Breaks. 

Over the next few months these pages will  

be graced with ar�cles from some  

exci�ng new contributors. 

This month it is my pleasure to introduce  

Shawn Bre#, a young man who has a  

deligh$ully ‘old school’ apprecia�on for  

anything on four wheels.  Like most young-

sters—indeed, like most of us—funds for 

indulging his inner petrolhead fall far short  

of his motoring dreams.  However, the  

advantage that this brings is that Shawn has 

quickly learned how to get the most bang  

for his motoring buck—insights that he  

will gladly share with us through  

his Torque of the Town feature. 

That said, this is not a ques�on of ‘out with the  

old and in with the new’.  I will con�nue in my 

role as Editor, as I have done for the past 16 

years, coupling this with the excitement  

of part-ownership in the two publica�ons.  

Having just turned 50, I’ve paid more than my 

fair share of ‘school fees’ over the years when 

it comes to personal finance—insights from 

which I hope you will derive value. 

My business partner, having held financial  

directorships in JSE-listed companies as well  

as two of the world’s largest fast food  

franchisors, is a seasoned professional who 

has achieved both professional success and 

financial independence.  His forté is business 

development and marke�ng, but I’m  

hoping to s�ll twist his arm to contribute  

an ar�cle or two. 

However, one thing that will never change  

(especially in this turbulent investment  

climate) is the need for sound, independently-

sourced informa�on aimed at helping you, the 

reader, to manage your money, invest wisely, 

minimise your tax bill, achieve financial  

independence, and ensure that your estate  

is planned appropriately in accordance  

with your wishes. 

Personal Finance has been doing this for  

almost 40 years, thanks to the ongoing  

support from our loyal subscribers.  Our aim, 

through this publica�on, is to con�nue  

enriching your lives for many more  

years to come. 

 bly is.  However, investing for your 

future is essential, so invest the  

maximum amount of money that 

you can realistically afford now. 

If you’re going to invest R500  

per month, start by reviewing your 

budget.  Be ruthlessly realistic, and 

make sure that you add details like 

bank charges and entertainment 

costs.  Review your budget every 

month, because expenses are not 

static.  We can all cut back on  

something—even if that means  

buying the lesser-known brand 

name groceries, or not eating take-

aways—to ensure that we have 

something to put away each month.  

You’ll be surprised at how forgoing 

the spend on that habitual morning 

cappuccino could accumulate over 

the long run. 

If you have R50 000 to invest, be 

very sure that you can afford to  

lock the sum down for the medium- 

to long-term (five to ten years at 

least), because you won’t get the  

full benefit of the investment if  

you need to unlock it before it is  

due.  If you’re investing R5 000 000, 

you’re operating at a different level 

and the presumption is that afforda-

bility is not an issue.  It’s also most 

likely that your investment will  

take several different forms which 

will realise benefits at different 

times, depending on your objectives. 

 
Do I have an emergency fund? 
At the level of R500 and R50 000, 

Some of the main reasons for invest-

ment are: 

 Buying an expensive item like a 

luxury car in the near future 

 Long-term capital growth 

 Capital preservation 

 Investing for retirement 
 

It’s important to remember that 

buying a luxury item is different 

from saving for retirement.  The  

luxury item is something that you 

want, whereas being able to afford 

your retirement is necessary. 

You need to be careful when in-

vesting for long-term capital growth, 

even more careful if you’re trying  

to preserve capital (especially if it’s  

a limited amount), and most care- 

ful when you’re investing for  

retirement. 

 

Can I afford to invest? 
There is no such thing as ‘get rich 

quick’—always remember that if it 

sounds too good to be true, it proba-

INVESTMENT INSIGHTS 

Garth Zietsman is a statistician at the 

Free Market Foundation. 
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POSTAL SUBSCRIBERS: 

PLEASE SEND US YOUR 
CONTACT DETAILS 

 

 
 

If you have not done so already, please  
e-mail your telephone number to 
info@bellanmedia.co.za and we  

will contact you. 

You may also give us a call on  
(083) 3887829. 
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If you’re investing R50 000, you 

have some margin to allocate funds 

to different investments for differ-

ent periods of time—and this ap-

plies even more so if you’re investing 

R5 000 000. 
 

Once you’ve answered these five 

questions, you’ve got the basics in 

place and can consider where you 

should invest your money. 

Products range from unit trusts 

to retirement annuities, tax-free  

savings accounts, share portfolios, 

endowments, and more. 

advisor would prefer that you have 

some funds at your disposal should 

you suddenly be faced with an  

expensive disaster. 

 

How long will I be investing for? 
The term of your investment will 

influence how your funds are allo-

cated.  If you have R500, your  

funds are likely to be allocated to 

one investment to make a meaning-

ful difference to the growth of the 

money, so the term of the invest-

ment is not immediately important.  

This changes if you’re investing for 

your retirement, because that has a 

finite end date. 

before you start investing it’s a  

good idea to lay a foundation of  

saving for a rainy day.  If you lost 

your job, how long would it take  

you to find a new one, realistically? 

You need enough money saved to 

cover your living expenses for this 

time period. 

However, even if you’re inves-

ting R5 000 000, any good financial  
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Thulisile Nkomo is from NFB Private 
Wealth Management. 

Moment of truth 

Allow the fires of transformation  

to burn away all that  

doesn’t serve you. 
 

HeatherAsh Amara 

TORQUE OF THE TOWN 

I think so—and here is why…  

Taking a look into the mind-set  

of an (excuse the stereotype) middle-

aged working professional prepared 

to spoil themselves and display  

that well-earned executive status 

through purchasing a new vehicle, a 

champagne lifestyle on a cola budget 

is possible, provided that you give 

the following option some conside-

ration.  I’m talking about what  

Jeremy Clarkson oFen used to refer 

to as the ‘nectar of Satan’—diesel. 

That said, diesel power has cer-

tainly risen in the ranks in recent 

I HAVE never been the biggest fan  

of scaling down or making finan-

cially admirable decisions when it 

comes to my vehicle of choice.  Be-

ing a young adult driving a first-

generation Mercedes Benz CLS 350, 

this lack of interest in conforming  

to economic pressures is evident.  

However, with the vast majority  

of South Africans becoming more  

and more money conscious—from 

low-income to high-income house-

holds—can our vehicle choices still 

excite and thrill us, despite the  

aches and pains of a tightened belt? 

years.  Diesel was initially a scary 

and unappealing approach to motor-

ing due to the perception of a truck-

like engine note, having to fill up  

at the end of the forecourt with the 

18-wheelers, and reports of problems 

with turbochargers and injectors  

in some of the earlier models 

(especially once high mileages have 

been completed).  However, with 

improved refinement and technolo-

gical evolution, diesel power has 

proven to be the powertrain of 

choice in both economy and perfor-

mance—a best-of-both-worlds ap-

proach for the modern-day budget. 

 
Diving into diesel 
So, you’ve decided to take the plunge 

into the world of oily fuel.  However, 

what are your options when pur-

chasing or operating your daily exec-

utive runner—without breaking  

the bank?  My initial go-to thought 

was either a BMW 520d or the  

Mercedes Benz E220d—two saloons 

that are synonymous with being a 

power-house player, an executive 

icon in the motoring industry. 

Unfortunately, they are quite 

pricey in the modern-day market 

despite being so-called ‘entry-level’ 

diesel offerings from the German 

pioneers.  With the BMW 520d star-

ting from R813 000 and the Mercedes 

trailing closely behind at R800 000,  

I must therefore eliminate my  

comrades from this tight-budget-

Luxurious, fun, and economical—can you really have all three? 

Executive diesel decisions 

By: SHAWN BRETT 
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or so and spoil yourself with a  

Jaguar XE 25t Prestige.  Forget the 

modest diesel-powered approach, 

and let the 2.0 litre turbo petrol big 

cat purr in the presence of your  

rivals.  You may not be able to afford 

the golf club annual membership  

fee anymore … but at least you can 

hit the driving range in your Jag!  

an infotainment screen big enough 

to even keep your morning grid- 

lock acquaintances amused—a sys-

tem adorned with enough tech to 

keep you distracted while several 

German saloons swarm their way 

around you. 

It truly is a smart option to con-

sider, with VW having a good repu-

tation for affordable services, readily 

available spares, a reliable build  

quality, and dealers just about every-

where. 

 

The ‘stuff the budget’ option 
Should this idea not appeal to you, 

but the BMW / Merc still be a bit of  

a stretch, cough up an extra R70 000 

orientated consumer advice. 
 

An alternative German 
We do however still have an  

over-looked German offering—the 

Volkswagen Arteon 2.0 TDI R-Line.  

An understated, sophisticated and 

sporty executive saloon which is 

shamefully neglected when com-

paring it to the favoured afore-

mentioned BMW and Mercedes, it 

has a price tag of R649 500 that  

we simply cannot ignore.  Think of  

it as ge3ing an Audi A6 for its smal-

ler A4 sibling’s money! 

The 2-litre turbo diesel engine has 

a power output of 130 kW and 350 

Nm of torque, which will somewhat 

enthusiastically propel you from 0 - 

100 km/h in 8.7 seconds all while 

offering an average 5.6 litres / 100 km 

fuel consumption.  A 6-speed DSG 

automatic gearbox will ensure a 

smooth ride throughout your jour-

ney—whilst the car comfortably 

rests on an adaptive chassis set  

up, so should you feel the need to 

put it into a sport se3ing to chal-

lenge a BMW or Mercedes rival,  

you may not have the upper hand  

in a straight line, but you can  

most definitely throw some weight 

around tight bends. 

With a features list all too long  

to mention, you can expect adap- 

tive LED headlights, adaptive cruise  

control, heated seats, and stylish  

20-inch alloy rims.  A point worth a 

mention is the fastback design with 

rear hatchback boot lid; you can 

guarantee a large capacity boot of 

563 litres to store all your important 

paperwork, golf set, and a change  

of clothes for those many business 

trips. 

The welcomed sharp lines on the 

nose still allow for elegant styling 

and an aerodynamic appeal.  The R-

Line body kit does help in making  

it look the sporty part with a multi-

tude of chrome finishes—not to 

mention the must-have vehicle  

accessory: daytime running LEDs. 

The interior offers the equivalent 

luxury for anyone considering the 

conversion to a humbler executive 

approach.  Massage function bucket-

style seats, digital display dials, and 

Shawn Brett is an avid petrolhead who 
lives and breathes all things motoring.  
He writes a regular column for The 
Tame Times, and is also the owner of 
Brand-Me, a screen printing and sign-
age company situated on the East  
Rand.  He can be contacted at brand-
me@outlook.com. 
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The pre-loved Jag alternative 
The only problem is that you might have to come to the UK to enjoy it … 

By: STEVEN JONES 

SO AN asthmatic-sounding entry-level Benz or Beemer don’t 
quite hit the spot and the Arteon (while an improvement on the 
Passat) puts you to sleep just looking at it, but the Jaguar’s price 
tag makes your eyes water and causes your bank manager to 
stop returning your calls.  What does a newly-promoted middle 
manager have to do to get into the executive motoring club? 

As Shawn has pointed out, getting behind the wheel of 
Jaguar’s kitten will set you back R717 536, and that’s before you 
start ticking the boxes from a long list of options (although to be 
fair, the German three are just as guilty).  This is for a vehicle that 
size-wise is going head-to-head with the 3-Series / C-Class / A4 

triumvirate, rather than their (admittedly more-expensive) larger 5-series / E-Class / A6 siblings.  
So if size really does count in your automotive world, the Jag does not stack up unless you look  
at the similarly-specced XF that costs as much as the bigger Germans. 

However—and with apologies to our female readers—as Clarkson points out, the typical  
Jaguar driver is the sort of guy who takes his wife out for a meal, spends the entire evening flirting 
shamelessly with the waitress, but that’s okay … because he drives a Jaaaaaag.  If that’s you, then 
nothing else will do. 

When I suggested to my wife (who is also a TopGear fan) that I was looking to purchase a Jag-
uar, her response was to belt me across the chops.  Once she had calmed down (and the swelling 
had subsided a bit), I explained that owning a Jag was a dream of mine since I was six years old  
and my father brought home a somewhat-asthmatic XJ-6 that needed a lot of TLC—although this 
thing was a real bucket of bolts that leaked automotive fluids from every orifice, I was smitten by 
the lines, the wood, the leather, the leaping cat on the bonnet—it was love at first sight! 

Considering that I’d reached the age of 50 without any other destructive manifestations of a  
mid-life crisis, she allowed me this one indulgence. 

However, one thing concerning the Jag XE—it's a shame that they only offer the lower-
powered 2.0 single-turbo diesels (120 kW and 132 kW respectively) in the facelifted models.  The  
one I recently bought was the 2.0 twin-turbo diesel which has 177 kW, coupled with 500 Nm of 
torque.  All this fun comes with a real-world fuel consumption of 8 litres / 100 km in mostly town 
driving— on open road I can get this down to the upper fives!  

Cost price for this 18-month-old vehicle with lots of option boxes having already been ticked 
and just 11 250 miles (18 000 km) on the clock came in at £22 000 (R400 000), compared to around 
£46 000 (R820 000) new.  The fact that depreciation on new cars is brutal in the UK made this pre-
loved bargain possible—a Jag would not have been on my radar screen in SA. 

That said, take a trundle down to your local Jaguar dealership, and have a look around their 
‘Approved Used’ section—you may be pleasantly surprised at what’s on offer! 

 

Steven Jones is a dyed-in-the-wool Jag fan.  When he’s not tooling around Yorkshire living out his 
automotive dream, he is the editor of Personal Finance and Tax Breaks, a practicing member of 
the South African Institute of Professional Accountants, and a SARS-registered tax practitioner. 



LONG-TERM COVER 

for the honeymoon. 

A qualified financial adviser will 

be able to help you choose the best 

cover—and remember, while you 

typically only need to protect your 

income until retirement, there are 

some basic household expenses and 

healthcare costs that will be there 

for life.  So you’ll need to take into 

account how much provision you’ve 

made for retirement when looking 

at your life and disability cover 

needs. 

 
2. Are our life cover policies flexible? 
As newlyweds, you may be expec-

ting even more change moments 

later in your life together, especially 

if you’re planning to start a family 

someday.  While the number of  

pay cheques you’ll need to protect 

will never be higher than they are 

today, you may want the flexibility 

to increase the monthly cover as 

WITH YOUR wedding vows inclu-

ding a promise to stick by each  

other’s side for richer or poorer,  

marriage is not just about taking 

care of each other’s emotional well-

being, but about your mutual finan-

cial wellbeing too. 

So while you’re planning a life-

time partnership with your loved 

one, here are five financial questions 

to ask once you’ve popped THE 

question: 

 
1. What are our financial needs and 

responsibilities? 
As depressing as it may be, it’s  

important to discuss what would 

happen if you or your spouse were 

to suffer a debilitating illness, injury 

or death. 

Most young couples don’t yet 

have many financial assets, so  

at this stage of your lives, your life 

insurance will probably need to  

focus on protecting your income-

related needs.  It’s there to ensure 

you can afford your debt, everyday 

expenses, and healthcare costs if 

something should happen to either 

of you.  This could include paying  

off your car finance or the bond on  

a new house—and more arbitrary 

debts, like the credit card debt  

you may have notched up to pay  

your pay cheques will hopefully take 

big increases later. 

However, as you grow older, 

changes in your health and lifestyle 

may make it more difficult to get  

the cover you need.  Later in life,  

insurers may charge you more—or 

even decline certain cover—as your 

risk increases with age.  The life  

insurance policy that you take out 

today therefore also needs to offer 

you future insurability, making it 

easier to change or increase your 

cover when your needs and circum-

stances change.  

 
3. How can we ensure that an affor-

dable policy will still give excel-
lent cover? 

Affordability is usually a big con-

cern.  With most couples today  

having to pay for their own wed-

dings and carrying the costs of 

se3ing up house together, ge3ing 

married can put huge financial 

strain on the budget.  As tempting  

as it may be to opt for the cheapest 

premium, it’s important to make 

sure that you do not structure your 

policy at the expense of future  

sustainability. 

Most life insurance policies start 

off with a lower premium (and lower 

cover) at the start, but then start to 

increase your premiums and cover 

with time.  However, your financial 

liabilities are generally at their  

highest earlier in life, when you  

have more future pay cheques to 

protect, and more debts to pay off. 

Fortunately, needs-matched poli-

cies do exist in the market that  

can be structured sustainably to 

offer you more cover upfront when 

you need it, and reduce over time 

when you have fewer financial  

obligations.  These policies are also 

Five questions that need to be asked before ‘happily ever a-er’ begins 

Planning for couples 
 

By: SCHALK MALAN 
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KEY UPCOMING TAX SUBMISSION DATES 
 

EMP501 reconciliations 
31 May 2019 Electronic submissions via e-filing / SARS e@syFile employer 

 

Provisional tax returns 
31 Aug 2019 First period, 2010 tax year 



LONG-TERM COVER 

Ensuring that you’ve thought about 

these other dependants in se3ing  

up your beneficiaries will prevent 

complications in the event where 

both you and your spouse die simul-

taneously, and also simplify ma3ers 

with the division of financial bene-

fits between your different depen-

dants. 

A qualified, independent financial 

adviser will be able to assist you 

with selecting your beneficiaries  

on your life policy, and can also  

help you with drawing up a will  

to ensure that your financial de-

pendants are taken care of if you  

or your spouse were to die. 

ses or injuries—like the cost of  

lifestyle adjustments, or shortfalls  

in medical aid pay-outs.  Again,  

your financial adviser will be able  

to guide you on the appropriate level 

of cover for these needs, taking into 

account the extent of your medical 

aid cover and your affordability  

concerns. 

Be sure that you sign up for a 

product that includes cover injuries 

and traumatic events too  

 

5. Should my spouse be my sole  
beneficiary? 

Listing your spouse as a sole benefi-

ciary of your life insurance policy 

may not be as considerate as you 

think. 

Many young couples not only 

take care of each other, but also  

have parents or siblings to support.  

more flexible than traditional prod-

ucts, making it easier for you to in-

crease your cover for certain needs 

later in life—such as critical illness 

cover and healthcare expenses—by 

using the premiums for cover (for 

income, debt, and child-related ex-

penses) that you no longer need.  

 

4. What about dread disease cover? 
While protecting your income will 

ensure that you are able to afford 

your day-to-day expenses and pay 

off your debts if something were  

to happen, this cover won’t make 

provision for unforeseen expenses 

that may arise if one of you were  

to become injured or ill. 

Dread disease or critical illness 

cover can help you make provision 

for any additional expense needs 

that may arise from serious illnes-
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growth opportunities with the effect 

of pushing valuation multiples and 

prices beyond reasonable levels. This 

leads to these ‘loved’ shares becom-

ing expensive, trapping the unwary 

into buying high, and increasing the 

risk of disappointment. 

Equally, investors overreact with 

dejection to stocks that are consid-

ered to have poor prospects, leading 

to low ratings, with prices oFen 

dropping below fair levels.  How-

ever, through the gradual process  

of mean reversion, these 

oFen ‘unloved’ or depressed 

shares—the so-called ‘dogs’ 

of the market—have the 

capacity to surprise on  

the upside, recovering their 

fair value and, in so doing, 

rewarding patient investors 

with outsized returns. 

As Seth Klarman, foun-

ONE OF the first principles in  

investing is to buy low and sell  

high.  A second principle is to avoid 

doing the exact opposite, namely 

buying high and selling low. 

While these two principles seem 

patently obvious, they can be chal-

lenging to implement—even for  

the most experienced investor.  This 

is because of a fundamental vulnera-

bility in the human psyche: the herd 

instinct.  However, for disciplined 

and resilient investors, taking ad-

vantage of market mispricing to buy 

low by investing in ’50c-in-the-rand’ 

opportunities is an investment strat-

egy that offers excellent potential 

for long-term returns. 

At a market level, the herd in-

stinct refers to the tendency of in-

vestors to crowd into ‘winning 

stocks’ that are loved by the market, 

where investors chase envisaged 

der of the Baupost Group, puts it:  

“At its core, [investing is] the mar-

riage of a contrarian streak and a 

calculator.” 

 
Putting theory to the test 
To test these investment arguments, 

Cannon Asset Managers began 

building the SuperDogs portfolio in 

1996, seeking out good—and some-

times great—companies at unloved 

prices, or firms that reflected modest 

valuation multiples. 

In the first year of forming  

the portfolio, diversification was 

ensured by investing in companies 

from each of the main financial  

and industrial sub-sectors on the 

Johannesburg Stock Exchange (JSE), 

making for 18 sectors in total.  To 

separate the underdogs from the 

‘duds’, it was required that the firms 

selected be profitable, have at least a 

Investing in ‘unloved’ shares can be a winning strategy for those  

prepared to stay the course 

Investments: It’s all going  
to the dogs 

By: ADRIAN SAVILLE 
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and just ahead of inflation at 8.4%. 

SuperDogs is not for the faint-

hearted.  Rather, the portfolio is  

built for investors who stay the 

course.  This patient capital has been 

rewarded with outsized returns, in-

cluding a cumulative portfolio gain 

of 72.8% in the three years following 

the 2008 crisis. 

All investments go through cy-

cles, and the past four years have 

been marked by subdued returns.  

However, it is the long term that 

ma3ers.  Over the 23 years from 1996 

to 2018, the SuperDogs strategy has 

rewarded astute investors, achieving 

an average annual return of 19.8%—

substantially ahead of the FINDI 

average of 13.9%, and more than 

three times the inflation rate of  

5.8% per annum (see table below). 
 

SuperDogs’ average annual returns 
An investment of R100 000 in the 

FINDI in 1996 would be worth R1.4 

million today.  The SuperDogs stra-

tegy would have grown the same  

investment to R3.9 million—nearly 

three times the value delivered by 

the market. 
 

What does the success of SuperDogs 
teach us? 
Although past performance is no 

guarantee of future returns, Super-

Dogs’ impressive investment rec-

ord offers at least two key lessons 

for investors. 

First, while Warren Buffe3’s  

extraordinary investment career  

has been built on the back of buy- 

ing “wonderful companies at fair 

prices”, SuperDogs’ results suggest 

that there is an equally strong case 

for buying fair companies at won-

derful prices. 

Between 1996 and 2018, the aver-

age price-to-earnings multiple on  

the SuperDogs portfolio has been  

7.1 times compared to the average 

FINDI multiple of 15.8.  This means 

that for every rand the average  

investor has paid for a company’s 

earnings, the SuperDogs portfolio 

investor has paid only 45 cents. 

Additionally, the portfolio has 

carried a higher average dividend 

yield of 3.7% versus the FINDI’s  

dividend yield compared to the 3% 

dividend yield on the SuperDogs 

portfolio.  On valuation, SuperDogs 

won hands down, and over the next 

12 months the SuperDogs portfolio 

gained 31% against the index’s return 

of 2.1%. 

As with all investments, it’s never 

all smooth sailing.  The Asian and 

Russian crises of late 1997 and 1998 

saw the SuperDogs portfolio fall 

17.6% compared to the FINDI’s 9.9% 

decline.  Later, the portfolio slumped 

during the 2008 global financial crisis 

and the average annual return for 

the period between 2006 and 2008 

was 8.8%—below the FINDI’s 10.3%, 

three-year history on the market, 

sport respectable balance sheets,  

be backed by viable operations, and 

boast a history of paying regular 

dividends. 

The result was the craFing of a  

54-share portfolio with an a3ract-

tive price-to-earnings multiple of  

6.8 times.  By comparison, the bench-

mark JSE Financial and Industrial 

Index (FINDI) displayed a price-to-

earnings multiple of 16 times, mea-

ning that investors in the index  

were paying more to receive lower 

earnings. 

Added to this, the index had  

a comparatively una3ractive 1.9% 
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results. know from 23 years of evidence is 

that a sound investment strategy, 

patience, and discipline—coupled 

with valuation as a catalyst—is  

a formula for powerful portfolio  

2.6%, offering investors the benefit 

of being ‘paid to wait’. 

Second, while year-on-year re-

turns are almost impossible to anti-

cipate, buying solid companies at 

wonderful prices, and giving invest-

ments the time they need to work, 

translates into a powerful com-

pounding machine. 

This approach produced 39  

times initial capital for the Super-

Dogs investor who stayed the course 

over 23 years.  By contrast, the  

average investor owning the market 

index would have received just 14 

times money over the same period. 

There is no way to know whether 

2019 will be the year that delivers 

outsized returns on our portfolio.  

Rather, what SuperDogs investors 
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LETTER FROM A SMALL ISLAND 

could have done with more time,  

but finances did not permit this.  In 

the end I managed to do 90% of 

what I felt I should have done, and 

I’m not convinced that an extra 

month or two would have necessa-

rily got me much closer to 100%. 

What follows below is how I  

approached my own relocation  

from South Africa to the United 

Kingdom.  Bear in mind that I’m no 

expert, and in hindsight I made more 

than my fair share of blunders.  Also, 

each person’s situation is unique to 

themselves and their families, so 

don’t see this as a blueprint.  Rather, 

it is hopefully an indication of  

what you can expect to face—and  

if nothing else, will empower you 

concerning the sort of questions 

that you need to ask.  So here goes… 

 

Passport requirements for leaving 
South Africa 
The first step may sound blindingly 

IN ROCKY II, Rocky’s trainer Mickey 

emphasised the need for adequate 

preparation for his upcoming re-

match against World Heavyweight 

Champion Apollo Creed.  “For a  

forty-five-minute fight, a boxer 

needs to train for forty-five thou-

sand minutes.  Forty-five thousand!” 

While relocating to another coun-

try is probably not on the same  

scale as ge3ing into shape for a 

world title fight, preparation is none-

theless just as important.  An emi-

gration is a bit like implementing  

a major corporate IT project or  

building a World Cup stadium—the 

rule of thumb is that whatever you 

initially calculate to be the cost  

and time that the undertaking will 

involve, double both! 

In my case I resigned from my 

employment three months before 

my intended departure date, and 

treated my relocation preparations 

as a full-time job.  In hindsight, I 

obvious, but do you have the neces-

sary passport to enable you to leave 

South Africa in the first place?  Bear 

in mind that when you pass through 

the airport, the officials will check 

whether you have the right creden-

tials to leave South Africa, as well  

as those required to enter your desti-

nation country. 

Many people in this situation 

make the mistake of thinking that 

they only need to meet the require-

ments of the destination country.  

This is not the case—you will not be 

permi3ed to leave the originating 

country (in this case, South Africa) 

unless you meet its requirements as 

well. 

For South African citizens (whe-

ther you solely hold SA citizenship 

or dual citizenship with that of  

another country), you are required 

by law to leave South Africa on your 

South African passport.  This applies 

even in cases where you have no 

intention of returning to South  

Africa.  If your SA passport has ex-

pired or you don’t have one, you 

need to submit a passport applica-

tion to your local Department of 

Home Affairs office. 

If you are not a South African 

citizen, it is presumed that you  

have a permanent residence permit 

issued by the Department of Home 

When moving to a new country, there’s a lot of preparation that needs 

to take place before you actually get onto a plane… 

Making the actual move (1): 
Before you leave 

 

By: STEVEN JONES 
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Johannesburg to two South African 

parents, she has no claim to the  

citizenship of any other country, 

whether through the ‘ancestral visa’ 

route or otherwise.  However, the 

UK’s immigration laws provide for a 

non-British person to be sponsored 

by their British spouse, provided 

that the following conditions are 

met: 

1. The British spouse must hold 

valid British citizenship; without 

this, the process is a non-starter. 

2. Evidence of a valid, permanent 

relationship needs to be sub-

mi3ed with the visa application.  

In my case, our marriage certifi-

cate alone was insufficient (des-

pite having been married for 26 

years at the time of our applica-

tion)—we needed to include a 

declaration that we were not  

separated with the intention of 

dissolving our marriage; evidence 

of a shared household (bills, pho-

tographs, etc.); and—given that I 

had gone to the UK to estab- 

lish accommodation and employ-

ment—evidence of ongoing com-

munications between ourselves 

(e-mails, WhatsApp calls, mobile 

phone records, etc.). 

3. The British spouse needs to be 

able to prove that they meet the 

following financial requirements 

in order to sponsor their non-

British spouse: 
 Be able to provide permanent 

accommodation (whether owned 

or rented) that is adequate to 

house themselves, their non-

British spouse, and any depend-

ent children who will be accom-

panying them; and 

 Provide evidence of annual earn-

ings of at least £18 600 (R344 100  

at an exchange rate of £1 = R18.50).  

If any of your children (under the 

age of 18) are not British or EU 

citizens, further annual earnings 

of £3 800 (R70 300) for the first 

child and £2 400 (R44 400) for each 

child thereaFer.  Acceptable evi-

dence for SA earnings would in-

clude your latest income tax re-

turns, payslips from your employ-

er, financial statements of your 

professional practice, etc.; where-

as to meet the UK earnings re-

quirement, an appointment le3er 

application fees are payable in the 

destination country’s currency), and 

in the case of unsuccessful applica-

tions, such fees are usually not re-

fundable. 

Turning to my own situation, for 

three of the four members of my 

family, things were straight-forward: 

 My mother is British-born, is a 

citizen of the UK, and had lived  

in South Africa on a permanent 

residence permit since 1974.  Her 

UK passport had expired, but 

applying for the renewal thereof 

was simple as it is done online.  

The cost was £72.50 (since in-

creased to £75.50 for online appli-

cations and £85.00 for paper ap-

plications), and her passport was 

delivered in SA by courier within 

10 days of application. 

 I was born in the UK, having  

immigrated to South Africa with 

my parents at the age of 5.  I was 

automatically naturalised as an 

SA citizen at age 16 when apply-

ing for my first adult ID book, 

and accordingly have held dual 

SA / UK citizenship since then. 

 My son was born in South Africa, 

and with both my wife and I 

holding SA citizenship, he was 

registered as South African short-

ly aFer his birth, as required by 

Home Affairs.  He also became 

automatically entitled to British 

citizenship by virtue of one of his 

parents (me) being British-born. 

This leaves my good lady.  Born in 

Affairs.  These permits were previ-

ously stamped / inserted in one’s 

passport, but Home Affairs discon-

tinued this practice several years  

ago and issued le3ers instead.  If  

you are a foreign citizen and do  

not have this le3er, contacting 

Home Affairs should be your first 

port of call.  Don’t make any other 

arrangements until you have this 

le3er in your hand, as turnaround 

times cannot be guaranteed. 

 

Immigration requirements for your 
destination country 
The second step may also sound 

blindingly obvious—to get into the 

country to which you are intending 

to relocate, you also need to satisfy 

that country’s requirements.  Using 

the United Kingdom as an example, I 

was in the fortunate position of be-

ing a dual SA / UK citizen, so all I 

needed upon arrival was a valid UK 

passport.  However, if you are not a 

citizen of your intended destination 

country, this is where things get a 

fair bit more complicated. 

I’ll use the situation of my South 

African wife as an illustration, but 

each country has its own immigra-

tion requirements and you need to 

study these carefully.  The best place 

to access these is the official govern-

ment website of the intended desti-

nation country.  Visa applications 

can be horrendously expensive 

(especially with SA’s weak exchange 

rate against major currencies – all 
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which the visa is required (the 

initial visa is issued for 2½ years) 

to be entitled to benefits from the 

National Health Service. 

As you can see from this example, 

applying for a spousal visa is a  

tedious and incredibly expensive 

exercise.  In my case, it also included 

a six-month separation from my 

family as I had to physically move  

to the UK ahead of time in order to 

secure temporary accommodation, 

then employment, followed by per-

manent accommodation—all before 

my wife’s application could even  

be submi3ed … but more about that 

in next month’s Le3er From A Small 

Island. 

lish language test at CEFR level 

A1 in speaking and listening.  If 

the non-British spouse has a UK 

NARIC-recognised bachelors’ de-

gree from an English-medium 

South African university, the test 

requirement is waived. 

5. For non-British spouses from 

certain countries (which includes 

South Africa), a tuberculosis 

screening certificate also needs to 

be submi3ed. 

6. In addition to the visa application 

fee of R29 419 (payable in rands 

from South Africa), your non-

British spouse also needs to pay a 

surcharge of £400 (R7 400) for 

each year or part thereof for 

from a UK employer where the 

remuneration meets the earnings 

requirement will suffice. 

 Note that only the earnings of  

the British sponsor are consi-

dered—those of the non-British 

spouse are ignored.  This can be 

problematic in cases where the 

non-British spouse is the primary 

breadwinner. 

4. Although English is one of the 

most widely-spoken languages  

in South Africa, only just under 

9% of the SA population speaks 

English as their first language.  

Accordingly, the non-British 

spouse needs to provide evidence 

of English-speaking proficiency 

in the form of an approved Eng-
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out for as we approach the middle  

of what has been a tumultuous year 

thus far: 

 

Trading apps 
The forex industry is leaning toward 

mobile trading, and mobile trading 

apps are popping up every day.  

With the increasing digitisation of 

the world, mobile apps are the most 

inevitable, natural trend, especially 

for populations who were born with 

a phone in hand, such as millennials.  

THERE ARE currently a number  

of interesting and exciting changes 

for traders and for the markets in 

general.  While the same cannot be 

said for the political playground, the 

world of foreign exchange (forex) 

trading is buoyant, filled with possi-

bilities and with new technologies 

playing a vital role in the way we 

trade. 

 

Expected trends 
Here are some of the trends to look 

One can now trade via a mobile 

phone, a tablet, a computer—just 

about any electronic device, thereby 

opening the trading opportunities  

to more and more individuals.  It’s 

really made trading a lot easier. 

 
Social trading 
One of the big trends in the forex 

Industry which will continue to 

grow from strength to strength 

throughout the year is social trading.  

Forex social trading is a social online 

environment that offers interaction 

between active forex traders in real 

time.  It is the sharing of knowledge 

with others and allows traders to 

trade online with the help of other, 

more experienced traders, whilst the 

more-experienced traders can use 

social trading to improve their per-

formance through interaction with 

their professional peers. 

Clients of online trading brokers 

that offer this particular advanced 

trading platform—one in particular 

called CopyKat—enables clients to 

copy or mimic the moves of expert 

traders all over the world.  This way, 

when these traders make money,  

the clients make money—even 

when they're beginners.  It's as easy 

as can be, and really works. 

 
Local and international challenges 
in the forex trading industry 
Being based in the UK but with offi-

Is this the winter of discontent for trading, or are there opportunities 

galore from here on out? 

Trading forex: 
Fancy a punt? 

By: DANIEL KIBEL 
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parent, so that clients can be confi-

dent that they (and their invest-

ments) are in good hands. 

 
What to expect as the year pro-
gresses 
We're hoping that current global 

processes will bring about a variety 

of a3ractive trading opportunities.  

Economic tensions are on the verge 

of reaching a solution, including a 

foreseeable Brexit deal, and looming 

trading arrangements between the 

US and its traditional trading part-

ners.  These are expected to offer 

peak trading momentums which 

allow clients to profit, regardless of 

their investment size. 

Going forward, we hope to see a 

rise in the global economy, with 

greater prosperity and wealth.  We 

serve clients from all over the world, 

from developed to developing coun-

tries, and a good economy definitely 

benefits our sector. 

 

Things likely to be le9 behind from 
previous years 
I believe that uncertainties and vola-

tility relating to cryptocurrencies  

are gradually being resolved as  

governments implement more and 

more regulations.  Values have de-

creased, but that's to be expected  

in the wave of the recent govern-

mental supervision, and presents 

additional trading opportunities. 

Another chapter that is coming 

to an end is the existence of bad 

ces worldwide, we see many online 

trading companies stumble and  

fail.  Many times, it’s because of  

poor standards.  I believe that this 

year, in general, the online trading 

industry will be scrutinising and re-

viewing its service standards.  Many 

players in the industry need to up-

grade their level of service.  With 

some brokers, clients deposit tens or 

hundreds of thousands of dollars, 

and yet have no access to a trading 

education, or online or telephonic 

assistance, and clients are leF to 

fend for themselves. 

The trader, whether new or ex-

perienced, must choose a company 

that will provide these services—

otherwise the consequences could 

be dire, and the trader leF feeling 

helpless.  

 
Cleaning up the forex market 
Online investment regulation world-

wide—across Europe, North Ameri-

ca, Japan, and Africa—is expanding 

as more and more countries and  

organisations strive to efficiently 

control the booming online trading 

market.  Going forward, stricter  

enforcement will continue to lead to 

greater accountability, and I believe 

that this year is the year of change 

on that front. 

We are eager for the market to be 

cleared of shady players who scare 

away clients and give the entire  

market a questionable reputation.  

We want all brokers to be trans-

players in the online market.  They 

are being squeezed out as their repu-

tations catch up with them. 

 
Possible trading opportunities 
I am always very wary when it 

comes to predictions.  However, I 

will say that obviously the world is 

changing, and the future is our con-

cern.  We are no longer just looking 

at the ‘right now’—we need to look 

at short- and long-term trading  

opportunities in companies and 

commodities that will be good for 

our future. 

There are those commodities 

that will always be in demand, and 

will always be stable investments.  

Minerals, for example—while gold 

might be at a lower price (as we are 

having to dig deeper to find it, which 

obviously increases the costs), there 

is still a lot of trader interest in plati-

num; palladium has been the talk  

of the trading world recently, and 

iron ore is still a popular one. 

Then there are those sectors that 

sound futuristic, but are actually so 

close to being viable trades—things 

like Artificial Intelligence (AI) (think 

of Siri, Alexa, and driverless cars).  

Then there’s geo-engineering, and 

green energy.  Blockchain, which 

was originally built as a support 

structure to Bitcoin, has seen an  

incredible surge in trading as we  

are finding out the many uses and 

ways that Blockchain can change 

lives. 

Trading in socially responsible 

sectors and companies is becoming 

more and more popular, particularly 

with millennials and Generation X.  

They see the future and want to 

have a viable part in it, and trading 

in these sectors gives them a great 

sense of being part of the change.  

Added to that, they have (and under-

stand) all the technology at their 

fingertips, which makes the trading 

experience quicker, easier, and more 

fulfilling for these up-and-coming 

traders. 

However, don’t think that I am 

leaving out those companies that 

have been around for generations—

those with tried and tested track 
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Conclusion 
2019 will continue to be an interes-

ting year with more regulations, 

more scrutiny—but also safer and 

easier ways to become a forex trader.  

While the world continues to change 

in what has been a tumultuous year 

thus far, with the right guidance 

your forex trading need not be  

anything but exciting! 

and have continued to evolve to 

meet the needs of their consumers, 

thus keeping them relevant and  

definitively tradeable.  

records.  They may have seen some 

dips in the markets (most learn from 

those), but those worth their salt 

have maintained a strong presence 

PERSONAL FINANCE  2019   

How to get started in forex trading 
HAVING SPOKEN at length about how all this technology has changed trading from when the New 
York Stock Exchange (NYSE) first opened its doors in 1817, there is still nothing like being able to call 
a human being who has your best interests at heart.  So, in a nutshell: 
1.  Set realistic goals and targets 
2. Choose a trading company that you can talk to and that you can trust 
3. Partner with a trading company that gives you the power through their technology 
4. Do your research 
5. Make use of all the expert data and advice from fellow traders and experts in the field 
6. Keep abreast of current affairs while still looking to future opportunities 
7. Have fun!  Start slowly.  A few well-placed short term trades will whet your appetite. 
Once you’ve got the hand of it get the hang of it, you’ll wonder why it took you so long to be a part of 
the trader community! 

Daniel Kibel is a director and founder of 
CM Trading, an online forex trading and 
investment company. 
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over the past five years is consistent 

with PPS Investments’ long-term 

expectation for this asset class.  It  

is unlikely that the return from SA 

cash will deviate from this, unless 

there are exceptional circumstances 

or a change in the mandate of the 

South African Reserve Bank (SARB). 

As an example, SA cash gave a 

GENERALLY, EQUITY is expected  

to perform significantly be3er than 

cash—but over the last five years,  

SA cash has outperformed SA equi-

ties.  This begs the question: Is cash  

a be3er investment option in South 

Africa right now? 

The CPI+2% per annum return 

that clients received from SA cash 

return less than CPI+2% per annum 

in the five years following the global 

financial crisis, where interest rates 

were deliberately kept low by most 

central banks.  We would expect it  

to be threatened should the inde-

pendence of the SARB be compro-

mised.  Other deviations are likely  

to be temporary, given that the 

SARB would adjust short-term in-

terest rates for unexpectedly low (or 

high) inflation. 

In contrast, the CPI+1% per an-

num return from SA equities over 

the past five years has been substan-

tially less than the long-term expec-

tation for this asset class.  Unlike 

with SA cash, however, we expect 

considerable variability around this 

long-term expectation, given the 

volatile nature of this asset class,  

and therefore this return is also not 

entirely unexpected. 

There is considerable empirical 

support that the equity-risk pre-

mium (i.e. the additional return that 

equities should give over cash or 

bonds) should be at least 4% per an-

num, but also that this relationship 

need not hold for any given period.  

This has certainly been the case over 

the past five years where SA cash 

has outperformed SA equities! 

At PPS Investments, our invest-

ment process strives to deliver  

consistent outcomes for our clients.  

It aims to deliver on this by diversi-

fying risks where possible, and only 

In the current SA environment, the choice is not an automatic one 

Cash or equity: Which is  
the be�er investment? 

By: DAVID CROSOER 
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asset classes might be insufficient to 

deliver on the overall return targets. 

For every 1% additional return, 

an additional 22.5% equity market 

risk needs to be taken on.  In other 

words, we expect equities to out-

perform cash and bonds by approxi-

mately 4.5% per annum.  This is 

demonstrated in the table above. 

Importantly, at CPI+2% per  

annum, our process suggests that  

we don’t need to take on any equity 

market risk.  Here our process  

would try to mitigate other risks—

including the reinvestment risk 

from cash—by holding longer-dated 

bonds. 

It must also be remembered that 

the performance of SA equities over 

the past five years is not unusual, 

and there will be more periods 

where SA equities underperforms 

SA cash.  The poor performance of 

taking on as much risk as we believe 

is necessary to achieve our objec-

tives.  However, we don’t believe that 

the current situation should lead to 

a focus of SA cash over SA equities.  

In any given period, equities could 

woefully underperform SA cash—

but if the return requirement is 

more than cash can deliver, holding 

cash will guarantee that it will fall 

short of its objective. 

The starting point is establishing 

whether the return objective re-

quires taking on equity market risk, 

and then incrementally increasing 

the equity market exposure for  

every additional level of required 

return.  Our investment process pre-

supposes that equities need to be 

held to achieve any return objective 

greater than CPI+2%.  Here the risk 

of not investing in equities is that 

the return expected from the other 

SA equities meant that all portfolios 

with some exposure was likely to 

have fallen short of its return objec-

tives. 

This does not, however, mean 

investors would be be3er off invest-

ing in cash.  Investing in cash is  

more than likely to cap the potential 

upside to expected real returns to  

no more than 2% per annum.  Inves-

tors that require returns greater 

than what cash can realistically de-

liver do need to take on equity  

market risk.  Our investment pro-

cess is deliberately designed to give 

only as much exposure to equity 

markets as necessary, given the re-

turn objectives, and help mitigate 

against underperformance in peri-

ods where equity markets do not 

deliver.  
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David Crosoer is an executive at PPS  
Investments, overseeing research and 
investments. 

OFFSHORE INVESTING 

Investing offshore enables one  

to spread their investment risk 

across different economies and re-

gions.  It also gives investors access 

to industries and companies that 

may not be available locally—and, 

over the longer term, can yield a 

good return.  In many ways it is a 

‘safe haven’ that can ease the worry 

for investors who stay in it for the 

long run. 

Here are some considerations  

on diversification for investors 

wanting to put their wealth off-

shore: 

 

Research and understand the funds 
you are looking to invest in 
Ideally, an investor should be alloca-

SOUTH AFRICANS are experiencing 

growing frustration over the current 

economic and political instability  

in South Africa.  With load shedding 

still fresh in our collective memory, 

the economy is under pressure and 

the rand is weakening. 

Lifestyle challenges coupled with 

the difficultly of maintaining a fully 

operational business has become a 

reality for South Africans.  It is  

during turbulent times like these 

that South Africans and investors 

start losing confidence in the  

volatility of the domestic currency,  

and begin wanting to explore alter-

native investment strategies in  

international markets in order to 

safeguard and grow their wealth. 

ting a portion of their wealth into 

offshore funds with a clear under-

standing of the fund strategy and 

prospectus.  Find out how accessible 

the funds are, and to what degree  

securitisation protects investor capi-

tal through diversification. 

 
Don’t put all your eggs in one basket 
Diversification is the name of the 

game!  The funds that you allocate 

wealth to should have access to  

all asset classes and multiple strate-

gies.  Spreading your investment 

across different industries, curren-

cies, countries, etc. are all factors  

of diversification and risk.  

A strategy of spli3ing between 

different funds in property, equity, 

cash, and bonds is a more conserva-

tive and low-risk investment, in that 

it provides access to the broader 

market. 

Investing is much like that of a 

horse race.  If you pick one horse, it 

has to win or you will lose all, but  

if you pick the field with different 

odds, you don’t lose—even if that 

one does not win. 

Alternative investment strategies to safeguard wealth during turbulent 

times 

More SA investors looking 
offshore 

By: ERIC STRESO 

 



OFFSHORE INVESTING 

Index to be less than 50 000 in three 

years.  This entails a 5 to 10% drop 

from where it is today. 

Offshore investment is not a 

‘quick fix’ to make money.  One must 

expect to remain commi3ed for an 

extended period to really make the 

investment work for them.  Inves-

tors should therefore seek the  

professional expertise of financial  

planners that have experience in 

working with credible offshore 

funds. 

Planning for the future 
South Africa is an emerging market.  

The political risk of investing in  

the country, such as state capture,  

corruption, exchange controls, and 

SARS legislation, has a direct impact 

on market performance. 

Local investment markets are 

also highly-concentrated.  Naspers 

as a single share makes up approxi-

mately 20% of the entire SA Index.  

Should anything go wrong with 

Naspers, it would be a disaster for 

the markets. 

Eskom impacts every business  

in SA, and has many commentators 

on edge as to what we can expect  

for the SA market.  Some of these 

commentators are predicting the SA 

The rand is fluctuating 
Trying to time exchange rates is  

impossible.  Once you’ve decided to 

invest offshore, you should assess 

the economic and political climate  

in that five to 14-day period and  

analyse any potential movement 

through historic data. 

An investor will certainly gain 

from the exchange rate over time—

however, the exchange rate is not 

the only reason for investing off-

shore.  Exposing your money to  

first-world economies is most cer-

tainly another good reason. 

You should also get good USD 

returns offshore to make your  

investment work for you.  Every  

depreciation becomes profit for the 

investor. 

 

Offshore investing should never be 
reactive, but rather proactive 
Think of your investment as a  

long-term one.  On pure inflation 

values, the rand should weaken by 

between 4 and 6% per annum.  This 

number changes significantly with 

political and economic risk factors 

pertaining to South Africa. 

We should see a rand/USD ex-

change of R16 within three years  

by just an inflationary depreciation; 

however, no statistical consistency  

is ever achieved—much like a cricket 

player that does not always bat to 

their average.  We do find that over 

time, statistical data does however 

show a clear picture. 
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Eric Streso (B Juris, LLB, MBA, CFP®)  
is an advocate of the High Court and  
the chief executive officer of Fintime 
Consult . 

Can I transfer my funds out of a loss-making 

annuity? 
Changing investment strategies based solely on market performance is not advised, especially in retirement 

 

QUESTION 

I have invested in five funds in the Allan Gray platform.  By my calculations, I’ve experienced losses of over R40 000 in Q1 of 2018 and 

about R87 000 in Q4 2018.  I’ve asked all the different funds to explain the causes of negative trends and received lengthy explanations 

that, in the end, don’t assist me in making a decision whether to leave the funds altogether.  The funds are part of my living annuity that 

Allan Gray pays me on a monthly basis.  Currently, I draw 6.5%.  My question is: can I change from the living annuity and transfer the 

amounts to other types of investments such as saving accounts and gold coins, among others? 
 

Answer provided by RICHUS NEL, PSG Wealth 

Living annuities as a retirement income vehicle aren’t oFen fully understood by investors.  Too many clients end up in a living  

annuity, relatively unadvised. 
 

Continued on Page 16... 
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A living annuity is a retirement income product with its investment value linked to financial markets.  As a  

result, the investment value fluctuates constantly.  Investors choosing living annuities are in essence ‘self-

insuring’ their retirement provision.  They are taking on all of the investment / market risk, together with  

longevity risk (that they or their spouse might live to, for example, age 100). 

Living annuities are regulated by the Long-term Insurance Act.  Once an investor has opted for a living  

annuity, it can only be converted to two other products (also Long-Term Insurance Act products): 

 A conventional guaranteed annuity, or 

 A hybrid annuity. 
 

I believe that these post-retirement products could be used in conjunction for a dynamic ‘post-retirement’ strategy, as opposed to only 

choosing one. 

Trustees of pension funds are now required to propose a default post-retirement income option.  I would suggest obtaining pro-

per financial advice from someone who can point out the differences between an ‘in-fund’ and the independent retirement income 

options mentioned before making a decision. 
 

Living annuity retirement option—‘best practice’ 
Retiring with 25 to 30 years of retirement ahead of you requires a high degree of caution when determining your income draw- 

down.  In this low-return environment, avoid exceeding a 4% income drawdown on your capital per year.  Many annuitants who 

started off drawing 5% in 2015 are now drawing in excess of 6.5% to 7.5% due to a lack of growth in financial markets. 
 

Understand the engine 
Investors should fully understand the underlying investment instruments in their living annuity.  These financial instruments (such 

as equities, listed property, bonds, and cash) are individually responsible for producing much-needed investment capital growth and 

income for withdrawal.  Investors also need to understand what percentage of their investment is at risk and how substantial those 

investment risks are. 

I find that very few investors are aware that 100% equity exposure can drop as much as 30% to 40% during extreme market condi-

tions.  Understanding the growth potential and potential risks inherent in your investment portfolio helps to align your expectations 

with reality.  Investors should expect a reduction in their living annuity investment value when markets are down.  For example, if 

local equity markets are down, say 10%, an investment with a 70% equity exposure could easily see a 5% reduction, before any income 

drawings. 
 

Drawdown 
A 6.5% income drawdown on a living annuity is expected to be unsustainable and will cause most living annuities to deteriorate in 

value (at least relative to inflation).  Investors who are serious about the success of a living annuity over a 30-year period will bring 

down that percentage immediately.  Do not maintain a constant drawdown percentage during those good years of high double-digit 

returns.  Only adjust your drawdown amount by inflation (if necessary) and preserve any investment returns above inflation for the 

years of low returns. 
 

Investment structure 
Most studies have shown that taking on more risk (in other words, appropriate levels of equity) aFer retirement delivers superior 

returns in the long run, when compared with an overly conservative approach.  Personally, I still suggest the ‘bucket approach’ during 

post-retirement. 

The bucket approach aims to align your portfolio layout with your short-, medium- and long-term financial objectives.  Cash can 

at times play a larger role in the portfolio due to a decrease in investment opportunity in shares / risk assets.  Moving in and out of 

cash when market volatility increases can be foolish and risky.  The only time I will vary from the bucket approach is when it is clear 

that an investor has more than sufficient retirement provision (drawing income at, say, 3% per annum or less). 

Changing investment strategies based solely on market performance (especially when markets are down) is not advised, especial-

ly in retirement.  Any retiree needs to carefully seek quality financial advice from an investment professional.  Subsequently, they 

need to trust that adviser to successfully manage their emotions / investments. 
 

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