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Our new website  
is live! 

See Page 14 for details 

While ordinary people may feel helpless in the face of the COVID-19  

onslaught, there’s much that we can do during this difficult time 

The best of times, 
the worst of times... 

 

IT NEVER rains but it pours, as the old saying goes—and it 
certainly seems that way for South Africa with the Moody’s 
downgrade being announced just as the country is trying  
to get to grips with its own response to the worldwide 
COVID-19 outbreak. 

To be fair, though, the Moody’s announcement did not really 
come as much of a surprise, and the markets had been 
pricing in such an eventuality for quite some time.  The 
timing was unfortunate, though, coming at a point where 
more bad news is probably not what the country needed at the time—but with the economy effectively 
grinding to a halt as a consequence of the lockdown, some form of loosening of the purse-strings by 
government to provide much-needed assistance was inevitable. 

Our President has certainly shown admirable leadership during this crisis, not only in terms of his 
rapid response but also in the calm, measured way in which he has managed to strike the right  
balance between providing reassurance while being candid about the gravity of the situation.  It is  
also encouraging to note that ordinary South Africans are largely heeding the call to co-operate with  
government directions to self-isolate and to refrain from any unnecessary travel. 

However, the question on your lips is likely to be how you not only ensure physical survival, but also 
financial survival.  This issue is thus focused on how COVID-19 is impacting the economy, and the 
measures that you may consider putting in place to protect your finances.  While only hindsight will tell 
whether the responses from both government and the private sector turned out to be correct, all  
that can be expected of anyone is to do the best that they can with the knowledges and resources 
available at the time, be willing to make any required adjustments as the situation unfolds, and to try  
to remain as calm and as rational as possible. 

Most of all, keep yourselves safe, adhere to the government guidelines, and use this time to evaluate, 
reconnect (using the many wonderful technologies available nowadays), tie up loose ends, put any 
necessary measures in place, and rediscover the things in life that are truly important to you. 

 

A note for our postal subscribers 

One of the unfortunate consequences of the lockdown is that our printers have had to suspend its 
operations while the restrictions are in place.  This has meant that as at the time of writing, we have 

been unable to produce the print 
issues of Personal Finance and 
Tax Breaks for April 2020.  Once 
the printers have re-opened, we 
can assure you that you will 
definitely be sent all of the issues 
that you were due to receive. 

That said, COVID-19 has led many 
people to embrace technology 
when it comes to staying in touch, 
including using e-mail.  If this is 
you, why not consider switching 
over to electronic distribution?   
To find out how easy it is to make 
the switch, please drop us an  
e-mail at info@bellanmedia.co.za  
or call us on (083) 388 7829. 

MONEY MATTERS 
 
 
 
 

by Steven Jones—Editor 

Picture credit: Pixabay (https://pixabay.com/photos/corona-coronavirus- 
mask-protection-4970836/). 
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these are losses on paper only, and 

will remain theoretical if households 

hold tight and refrain from cancel-

ling their investments. 

During the initial period since 

governments all over the world took 

measures to so>en the impact of  

the virus, the value of financial  

assets already regained R400 billion, 

or 20% of the losses.  As the spread  

of the virus slows and is brought 

under control, the losses will be 

erased gradually.  However, markets 

will take time to bounce back, and 

are likely to remain volatile in the 

meantime. 
 

Income, expenditure, and saving 
These are next on the line.  As busi-

nesses close, households will strug-

gle to earn an income, and conse-

quently to spend and save.  The full 

impact of this is yet to make its  

way through the economy and  

will only truly be felt within the  

next three to six months.  However, 

thanks to governments’ measures 

and the assistance of companies,  

the impact will be so>er than initial-

ly feared. 

Employers are going to have to 

seriously consider moving the retire-

ment age of their employees out by 

at least a year (e.g. from 60 to 61, or  

65 to 66).  This will give affected 

households the time they need to 

recover from the effects of the com-

ing market crash on their retirement 

investments. 
 

Personal empowerment 
This is perhaps the most unfor-

tunate victim of this pandemic.  

Households without sufficient ac-

cess to information will not be  

able to react to the measures imple-

mented to keep them safe.  That is 

true disempowerment. 

Then there is fake news.  Too 

many households are susceptible to 

believing cleverly-constructed mis-

information surrounding the virus 

and the measures introduced by  

the government.  Not only do they 

believe it, but they also share it.  

These households need to start a 

process of learning how to distin-

guish between real news and fake 

elements, namely: 

• Assets, debt, and wealth; 

• Income, expenditure and saving; 

• Living environment; 

• Education status; and 

• Personal empowerment. 

This pandemic is going to affect 

them all, and here’s how: 

 
Assets, debt, and wealth 
Assets will be the first to feel the  

impact.  This specifically relates to 

the value of financial assets inves-

ted on the stock exchange and fixed 

securities, as many households 

scramble to cash out their invest-

ments to earn an income.  With fi-

nancial assets (i.e. pension funds  

and investments) comprising the 

largest share of total assets, and 

these being invested in shares and 

fixed securities, their value will de-

cline largely in correlation with the 

overall value of shares and fixed  

securities. 

At its lowest level, the pandemic 

contributed to financial assets de-

creasing by about R2 trillion (or 21%) 

since the end of 2019.  However, 

THE ECONOMIC impact of the 

COVID-19 outbreak is already being 

felt—and it’s only going to get worse 

from here as the economy drasti-

cally loses momentum in a 21-day 

lockdown (that has since been ex-

tended for a further two weeks at 

the time of writing). 

What does this mean for South 

African households?  The reality is 

that household financial wellness  

is closely connected to economic 

growth, so an impending recession 

(which is almost certain to happen) 

will take an unquestionable toll on 

our financial wellness, as well as  

our financial success.  However, if  

we make the right adjustments, we 

can recover. 

The latest Momentum / Unisa 

Household Financial Wellness Index 

shows that only 25% of South  

African households are classified  

as ‘financially well’.  The current 

COVID-19 crisis is sure to make a 

dent in these numbers if we don’t 

start understanding how to manage 

this. 

Financial wellness consists of five 

There’s no point in sugar-coating it: Market conditions areareareare going to be rough during COVID-19. 
Picture credit: Pixabay (https://pixabay.com/illustrations/economy-finance-state-budget-4964514/) 

The potential impact of COVID-19 on South African household financial 

wellness is huge 

COVID-19 and your pocket 
 

By: JOHANN VAN TONDER 
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view financial success? 
It is important to realise that success 

can’t be achieved without se5ing 

goals.  Long-term goals can only be 

achieved if they align with short-

term goals.  Put differently, by 

achieving short-term goals, you are 

closer to your long-term goals. 

The pandemic and lockdown  

will only impact financial success  

if you allow it to affect your goals.  

Yes, the value of your financial as-

sets may have declined sharply, but 

as with all other financial market 

crashes and economic recessions, it 

always recovers. 

Why?  Because of the momen-

tum changes caused by demand and 

supply.  Once households are with-

out lots of food or other goods and 

services, supply contracts, but once 

the worst is over, demand increases 

again, contributing to more produc-

tion / supply to eradicate the supply 

shortages. 

news.  Fake news, a lack of informa- 

tion, and disbelieving credible news 

sources lead to poor choices that 

negatively impact both financial 

success and financial wellness. 

 

Living environment and education 
status 
While not as severe, the lockdown 

will put more pressure on mainte-

nance and hygiene—and households 

whose hygiene is compromised will 

experience pressure on their living 

environment. 

The education status of current 

learners and students will also be 

under huge pressure following the 

closing of schools and universities.  It 

is uncertain how the government 

will handle the time lost.  House-

holds banking on a graduation to 

cement financial security may have 

to wait a li5le longer. 

 

Should this virus redefine how we 

Johann van Tonder is an economist and  
researcher of financial wellness at Momentum. 

YOUR MONEY 

Households should therefore 

know that their long-term goals  

will be affected, at least for now.  In 

these unprecedented and unpredic-

table times, don’t let your anxiety 

rule your decision-making.  Enlist 

the help of a financial advisor to  

help reassess your long-term goals 

and bring them in line with the  

current circumstance. 

In the meantime, simply contin-

ue aiming for the short-term goals 

(e.g. making monthly contributions 

to a pension fund, repaying debts, 

budgeting, etc.).  If the situation be-

comes unstable, negotiate with ser-

vice providers such as banks and 

insurers to adjust your goals into 

something more achievable.  There 

are bound to be many debt relief 

programmes once this pandemic has 

come and gone. 

Find out where you stand 
If you haven’t already done so,  

start the communication process 

immediately.  If the tenant indicates 

that they are undergoing a salary 

cut or have been retrenched, then a 

clear plan of action needs to be put 

in place. 

As a starting-point, if the tenant 

has indicated that they are unable  

WHAT SHOULD a landlord with a 

struggling tenant do when faced 

with the possibility of not being able 

to pay their rent as a result of the 

COVID-19 measures? 

In difficult times such as this,  

one needs to be pragmatic, and the 

best result may well be that a com-

promise be reached in the form of  

a private agreement.  Tenants, land-

lords, and their respective agents 

should be working together and 

communicating throughout this 

time. 

Each relationship is unique, and 

this truly is a time for ‘paying  

it forward’.  Landlords with good 

tenants should be encouraged to 

come to a compromise if the circum-

stances warrant this. 

to pay their full rent, find out how 

much they can pay for the time  

being.  Try to secure a partial pay- 

ment during this time for your own 

security.  Once you know how much 

the tenant can pay, ensure that they 

understand that this is a deferred 

payment to be se5led at a later  

date as part of a payment plan or 

once-off once things have se5led. 

If necessary, contact your respec-

tive financial institution to instate  

a payment holiday.  It is however 

critical that you discuss the interest 

rates, terms, and conditions around 

this payment holiday with your 

lender, and get this in writing. 

 
Put everything in writing 
Any variation to the existing lease 

The banks have stepped up to offer landlords payment holidays during 

the lockdown, but will the effects be felt by tenants? 

Lockdown: A payment  
holiday for tenants? 

By: GRANT SMEE 
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KEY UPCOMING TAX SUBMISSION DATES 
 

Provisional tax returns 

31 Aug 2020 First provisional tax return, 2021 tax year 
30 Sep 2020 Third provisional tax return, 2020 tax year 
 (voluntary top-up payment to avoid interest on any shortfall) 
 

Personal income tax returns, 2020 tax year 

July 2020 Tax Filing Season opens 
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INVESTMENT INSIGHTS 

thunderstorm, there isn't a clap of 

thunder announcing its arrival,  

giving you time to run for cover, or  

a ray of sunlight announcing that  

it’s over.  Investors will not receive  

a WhatsApp message from the  

stock market saying that the mar-

ket has hit rock bo5om, and that it's 

time to buy back in. 

The huge fall in the markets  

since the start of the COVID-19 crisis 

has le> the JSE All Share Index 

WHEN THE stock market is in  

turmoil (as it currently is due to 

COVID-19 and the oil price wars), 

many investors are tempted to  

sell out their equity investments  

and transfer their money into cash 

until the markets start to recover, 

and then buy back in. 

Although on the surface this  

may seem like a sensible approach, 

the trick here is how to time your 

exit and entry—because, unlike a 

Paper losses become actual losses once you give the ‘sell’ order 

Should you cash out,  
or ride it out? 

 

By: TOM BRENNAN 

down around 35% at its lowest.  

Based on previous crashes, that 

means that this could have been  

the bo5om.  Selling at the bo5om  

is never a good idea, because then 

you are realising your losses. 

The market might recover a bit 

(as it already has) and then fall 

again—double-dips are quite com-

mon in these situations.  Should you 

therefore try to sell if there is a  

partial recovery?  Selling out to  

cash under these circumstances  

has a very real but less visible  

danger: missing out on the actual 

recovery.  To buy back in at exactly 

the right time is not easy, which is  

why we recommend riding out the 

storm. 

 

Should I stay, or should I go? 
The point is best illustrated by using 

some examples.  Let's look at three 

investors who started to invest in 

2005.  For simplicity, this example 

doesn’t include the impact of taxes 

or inflation, and assumes that divi-

dends and any capital gains are  

reinvested. 
 

Sizwe 

Sizwe invested R12 000 in March 

2005 with 90% allocated to equity 

(Satrix Top 40 ETF) and 10% cash 

(Allan Gray Money Market).  He then 

invested R1 000 per month for the 

next 15 years until the end of Feb-

ruary 2020.  Over this 15 year period, 

Sizwe's total cash investment was 

R191 000. 

At the end of February this  

year, his portfolio had grown to  

over R400 000 (R404 573, to be exact).  

Markets may resemble a rollercoaster ride at the moment, but in the longer-term it is often better to ride 
out the short-term volatility rather than to lock in one’s short-term losses. 
Picture credit: Virginia Johnson (https://unsplash.com/photos/ckkrp9RI5ME) 

but landlords with good tenants are 

strongly encouraged to come to the 

party if necessary, and if feasible.  

Finding good tenants is not easy—

especially in this economy. 

 

Opportunities 
While it’s still too early to determine 

exactly how the property market is 

likely to respond once the lockdown 

is over, the next few months could 

show some potential in the residen-

tial property space.  Property prices 

agreement must be clearly docu-

mented in writing for both parties.  

Also, keep track of all debt repay-

ments by issuing a monthly state-

ment. 

Where possible, do not use the 

tenant’s deposit to cover rental 

shortfalls during this period.  This  

is strictly for any damages and to 

secure yourself in the long run. 

 

Be compassionate 
This is not an easy time for anyone, 

are currently at their lowest levels 

for some time, and there is a strong 

possibility that businesses may  

shi> from renting office spaces to 

operating and encouraging their 

employees to work from home in 

future. 

Grant Smee is the founder of EPiC South Africa,  
a community for the education, creation, sup-
port and empowering of entrepreneurs and 
property investors, and managing director of 
national real estate agency Only Realty. 
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who’s strategy was just like Lindi's, 

but Mo waited longer (until January 

2011) to get back into equities with 

the same investment and contri-

bution strategy as before. 

At the end of February 2020, Mo's 

account was worth R348 000—over 

R56 000 less than Sizwe's account, 

and more than R30 000 less than 

Lindi’s. 

 

The cost of missing the run 
The under-performance of Lindi and 

Mo compared to Sizwe is the cost of 

missing the first part of the next bull 

market. 

By selling to avoid further losses, 

Lindi ended up missing out on the 

first six months of the next up-

market—it cost her R26 000.  Mo 

missed out on the first third of  

the next bull market and waved 

goodbye to the R56 000 that he  

could have had. 

Almost the only way to not miss 

out on part of the next run is to stay 

invested. 

 

Hindsight is an exact science 
Looking at the charts of previous 

crashes, it's easy to imagine that  

you would have got out at a good 

level and got back in right at the 

bo5om.  In reality, almost nobody 

gets this right—not even the profes-

sionals. 

Do you know where the stock 

market will be in three months?   

Will it be lower or higher than to-

day?  Nobody knows for sure—and 

Despite having gone through the 

2008 financial crisis, Sizwe's port-

folio has more than doubled. 
 

Lindi 

Now let’s look at another investor, 

Lindi, who invested exactly the  

same amount with the identical 

fund mix as Sizwe, but decided to  

sell the equity portion of her port-

folio and transfer it to the money 

market account at the end of 2008. 

Was she be5er off? 

When Lindi cashed out her equi-

ties at the end of December 2008—

the market had rebounded from its 

mid-November low—her Satrix 40 

shares were worth about R60 000 

having invested R50,400 to date (a  

+/- 20% gain a>er less than three 

years). 

In August 2009 (with the market 

recovery now six months old), Lindi 

felt comfortable ge5ing back in to 

shares.  She took her proceeds from 

the 2008 sale (leaving R20 000 in  

her money market account) and re-

invested with the same 90/10 invest-

ment mix as before.  She continued 

her monthly investment of R1 000. 

(In the meantime she had continued 

investing R1 000 a month into the 

money market account). 

By the end of February 2020, 

Lindi’s portfolio was worth roughly 

R378 000, which means that Sizwe's 

portfolio was ahead by nearly 

R26 000. 
 

Mo 

In the last scenario, let’s look at Mo, 

that's way it is so hard to get back  

in at the right time. 

 

Set yourself a goal, and stick to it 
Given that the market is going to  

go up and down, the best approach 

to take is to set yourself a goal, and 

stick to it.  With careful planning  

and portfolio construction, you can 

take a backseat and ride out the  

ups and downs because portfolios 

that are thoughtfully constructed 

and diversified are built to with-

stand market volatility over the long 

term. 

That is not to say that things 

can’t go wrong, or that the outcome 

is guaranteed—because it's not—but 

at least that way you can avoid  

making the mistake that Lindi and 

Mo made.  Investors have much 

be5er odds of success when they 

rely on tested investment principles.  

And sometimes it helps just not to 

look! 

Moment of truth 

“It takes 20 years to build  

a reputation, and five minutes  

to ruin it.  If you think about that, 

you'll do things differently.” 
 

Warren Buffet (b. 30 Aug 1930) 
Businessman, investor, and philanthropist; 

chairman, chief executive, and largest share-

holder of Berkshire Hathaway; and one of the 

five wealthiest people worldwide. 

Tom Brennan is chief executive officer of The 
Franc Group. 

The amended Regulations pub-

lished on 2 April 2020 in Government 

Gaze<e No. 43199 that are applicable 

to the COVID-19 lockdown provide 

that for the period of the lockdown, 

THERE HAVE been mixed messages 

about whether residents in a sec-

tional title scheme can jog or walk 

their dogs within a complex during 

the current lockdown. 

every person must be confined to 

their “place of residence”, unless it is 

strictly for purposes specified in the 

Regulations. 

It is reasonably certain that in 

terms of the Regulations, people 

who reside in free standing houses 

may jog or walk their dogs only 

within the perimeters of their hou-

ses—such as their yards—simply 

because this is done within the con-

fines of their place of residence. 

However, can the same be said  

about people residing in sectional 

title schemes? 

To what extent do the lockdown regulations apply within a gated  

estate or townhouse complex? 

Jogging or walking dogs 
within a complex 

By: HOPEWELL SATHEKGE 

PROPERTY 
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essentially turns to what is regar-

ded as “confines of place of resi-

dence” in a complex.  There is no 

doubt that a person’s unit in a  

complex is their place of residence.  

However, as a co-owner of common 

property in the very same complex, 

is such common property consid-

ered part of your ‘place of residence’? 

O>en there are rules in a com-

plex that provide for instances 

where owners may be prevented 

from accessing the common proper-

ty in a complex, such as rules  

relating to parking areas for the  

not to interfere un-reasonably with 

the use and enjoyment by other 

owners or other persons lawfully on 

the premises. 

In this regard, and without de-

tracting from the purpose of the 

lockdown, can it be said that the  

Regulations prevent co-owners of 

common property in a complex  

from jogging or walking their dogs  

in the common property that is 

within the confines of the complex? 

Whether the Regulations pro-

hibit residents from jogging or  

walking their dogs within a complex 

What is a ‘sectional title scheme’? 
A sectional title scheme would be 

your typical complex where people 

are registered owners of sections,  

or units (which typically includes 

flats or townhouses), along with the 

undivided share in the common 

property forming part of these sec-

tions. 

In terms of the Sectional Titles 

Schemes Management Act 8 of 2011, 

a ‘section’ is defined as the building 

or buildings and the land comprised 

in a sectional title scheme, divided 

into two or more sections and  

common property shown on a plan 

approved by the Surveyor-General.  

‘Common property’ is defined as  

the land included in the sectional 

title scheme and parts of the buil-

dings. 

From the definition of a section 

and common property, it is clear  

that when a person is part of a  

complex, that person owns their  

unit outright, and co-owns any  

other land in the complex that is  

not part of any other owners’ units, 

as detailed in the approved sectional 

title plan. 
 

Membership of a body corporate, and 
powers conferred 
The Act also provides that with 

effect from the date on which any 

person other than the developer of  

a sectional title scheme becomes an 

owner of a section in the scheme,  

a body corporate shall be deemed  

to be established in terms of  

which any person who becomes an 

owner of a section in the scheme  

is a member thereof. 

Once a body corporate is estab-

lished, it may exercise the powers 

conferred upon it under the Act or 

the rules of the scheme, including 

the power to do all things reasona-

bly necessary for the management 

and administration of the common 

property. 
 

Use and enjoyment of the common 
property 
In relation to owners of sections in  

a scheme, the Act provides that  

owners must use and enjoy the com-

mon property in such a manner as 

 

The lockdown regulations prohibit walking pets in public areas, but what about common spaces within a 
complex? 
Picture credit: Pixabay (https://pixabay.com/photos/dog-canine-mammal-animal-white-dog-3226922/) 
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aside, it is important that people 

obey all the regulations that are  

in place in such a manner that  

will achieve the intended outcome  

of overcoming the pandemic that is 

affecting us all. 

 

Editor’s note 

The author of this article does not  

go into whether or not the lockdown 

regulations would override the sec-

tional title legislation.  However,  

given the need to implement the lock-

down as an urgent response to 

COVID-19, it is unreasonable to ex-

pect that that the legislators would 

have been able to consider every  

possible conceivable loophole within 

the time available to get the regula-

tions dra=ed, passed, and implemen-

ted. 

I’m not in any way legally quali-

fied to offer an opinion in this in-

exclusive use of particular owners.  

However, apart from rules that are 

reasonably necessary for the man-

agement and administration of the 

common property, it would be un-

reasonable and unlawful for owners 

to be denied access to any common 

property in the complex. 

 

A legal grey area 
Based on the legal principles already 

outlined, it could be argued that 

owners jogging and walking their 

dogs in the common property may 

well be regarded as enjoying the 

common property in such a man- 

ner that does not interfere with  

the use and enjoyment of other  

owners (provided, of course, that 

they or their animal does not cause  

a disturbance whilst doing so—for 

example, due to incessant barking). 

That said, and legal technicalities 

stance, and it would take a braver 

person than me (not to mention one 

with deeper pockets) to a<empt to 

test this one in court.  However, I 

would advance a strong argument 

that the current circumstances, cou-

pled with simple common sense  

and decency, should determine 

which activities that are normally 

compliant with the sectional title 

legislation would be considered ap-

propriate (or otherwise) under lock-

down conditions, irrespective of the 

legal position. 

A case of the spirit of the law 

needing to take precedence over the 

le<er thereof, perhaps?  The author’s 

concluding paragraph seems to be 

leaning towards the former. 

Hopewell Sathekge is an attorney, and director 
at Lawtons Africa. 
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insurance lines in South Africa  

with one of the lowest claims rates, 

even though credit life insurance 

policies are o>en (but not always)  

a mandatory requirement when  

taking out loans and other credit 

facilities. 

Credit life insurance covers bor-

rowers’ debt in the case of retrench-

ment, disability, or death.  A lot of 

South African families spend years 

paying off debt in these situa- 

tions, unaware that they have insur-

ance in place to cover what they’ve 

borrowed.  It’s crucial as our econo-

my contracts and COVID-19 spreads 

that we change this.’ 

Two of the most important im-

pacts of the current COVID-19 pan-

demic are deaths caused directly  

by the virus, and retrenchments  

created by a rapidly contracting 

THE SPREAD of COVID-19 has chal-

lenged the global economy, and its 

impact is likely to be long lasting.  As 

countries across the world continue 

in lockdown, consumer demand is 

falling while production across all 

sectors is struggling to keep up  

output levels in the face of self-

isolation.  

This is worrying for the South 

African economy, which was al-

ready contracting.  The country  

had already experienced significant 

retrenchments in 2019, and with 

COVID-19 negatively impacting the 

global economy, more lay-offs can be 

expected. 

Within this context, credit life 

Insurance is a crucial risk manage-

ment tool that every South African 

should get to grips with.  Ironically, 

it’s also one of the least understood 

Credit life insurance is an important consideration for South Africans 

worried about the threat of retrenchment 

Facing retrenchment?  As a 
consumer, you have options 
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global economy.  In both instances, 

credit life insurance offers vital pro-

tection for South African families. 

Every family should be aware 

what credit life insurance policies 

they have in place—but there’s  

also another crucial factor to con-

sider in tough economic times, 

which is how much you are paying 

for these policies every month.  The 

premiums charged for credit life  

insurance policies can vary drama-

tically, and as a result a lot of con-

sumers find themselves unwi5ingly 

paying the maximum possible pre-

mium every month—creating room 

for savings if they were to choose  

a different provider. 

When conditions are as tough as 

they currently are, every rand 

counts.  South Africans should be 

aware not only that they may have 

protection they weren’t aware of, 

but also that they could be saving 

money every month by optimising 

their policies. 

Fortunately, assessing and opti-

mising your family’s credit life in-

surance policy structure is a lot  

easier than it sounds.  A quick visit  

to the Yalu website can offer con-

sumers an overview of their various 
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policies and tells them how much 

money they could save every month 

by switching providers.  The whole 

process takes no more than five 

minutes. 

Once you have this information, 
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Nkazi Sokhulu is co-founder and chief executive 
officer of Yalu, a credit life insurance provider. 

you can start to make active deci-

sions about how much you’re paying 

every month.  You can also ensure 

that all family members know  

which policies are in place, and  

what they must do, if the worst  

happens, to allow them to claim. 

to buy an annuity.  As part of retire-

ment fund reform, National Treas-

ury proposed the annuitisation of 

provident funds, whereby members 

will be required, upon retirement,  

to also purchase an annuity with 

two-thirds of their fund value.  This 

AMIDST ONE of the fastest market 

crashes in the last century, there  

has been one investment that has 

gone unnoticed: guaranteed annui-

ties, also known as life annuities. 

Today you can get a guaranteed 

annuity that is 20% higher than  

before the COVID-19 market crash.  

This can be a5ributed to the spike  

in South African bond yields from 

9.5% to above 11%.  This presents 

retirees and some investors in living 

annuities with a window of oppor-

tunity amidst the current crisis. 

Retirees invested in a pension 

fund or retirement annuity fund 

must buy a pension with two-thirds 

of their fund value.  Currently, inves-

tors in provident funds do not have 

comes into effect from 1 March 2021. 

If you invest in a life annuity, you 

can select from a range of annuity 

options and permutations, inclu-

ding level annuities, fixed escalation 

annuities (e.g. 5%), inflation-linked 

annuities, and with-profit annui- 

ties. 

The details of each of these per-

mutations is beyond the scope of 

this article.  It is however important 

for investors to ensure that they 

understand the differences between 

these permutations. 

For instance, the starting income 

from a level annuity can look very 

a5ractive—however, as this does 

not grow with inflation, investors 

are le> destitute in time as the value 

of their pension is eroded by infla-

tion.  It is sad, and shocking, that 

these annuities are proposed to in-

vestors without a proper explana-

tion. 
 

What income can I currently expect 
from a living annuity and a guaran-
teed life annuity? 
The table below gives an indication 

of what income can be obtained  

by investing R1 million in a living 

annuity or a life annuity.  It is im-

portant to remember that life an-

nuity rates change weekly and cur-

rently the life annuity rates are  

benefi5ing from the exceptionally 

high bond yields. 

The table provides an indication 

The COVID-19 crisis has presented retirees and some investors in living 

annuities with a window of opportunity 

Be3er guaranteed pensions 
than before the crash 

By: WYNAND GOUWS 
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Rising bond yields are translating into higher guaranteed annuities, presenting opportunities to maximise 
one’s retirement income. 
Picture credit: Pixabay (https://pixabay.com/illustrations/old-people-pensioners-pension-money-1555705/) 
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of the income that is available from 

different insurers compared to a liv-

ing annuity from any one of the 

large financial institutions.  Bear  

in mind that in the example provi-

ded, the Just Retirement annuity 

includes a 75% spouses’ annuity, 

whereas the Old Mutual and Mo-

mentum annuities include 100% 

spouses’ annuity.  Once you have 

established your specific needs, it  

is important to do a like-for-like  

comparison of life annuities. 

By way of comparison, the living 

annuity drawdown rates used in  

our example are as per the dra> 

guideline from ASISA (Association  

of Savings and Investment South 

Africa).  These dra> guidelines have 

been developed to provide an indi-

cation of what income can be drawn 

to ensure the sustainability or lon-

gevity of a living annuity. 

With-profit annuities have prov-

en to provide a higher level of in-

come over time, compared to an  

inflation-linked annuity.  However, 

the risk that with-profit annuities 

pose is that there could be a year  

of low (or even zero) increases in  

income, which is specifically relevant 

 in times of uncertainty, as we are 

currently experiencing. 

This risk can be mitigated by  

using a life annuity in combination 

with a living annuity through what 

is called a hybrid-annuity, or alter-

natively through the provision of  

an emergency fund. 

Amidst the current crisis, inves-

tors can benefit from high bond 

yields, resulting in higher life an-

nuities.  By investing in a hybrid  

annuity, investors can benefit both 

from the flexibility offered by a  

living annuity and the exceptional 

value (or higher income) available  

in life annuities. 

Wynand Gouws, CFP®, is a financial planner at 
Gradidge Mahura Investments. 
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large amount of people who are  

currently online.  It’s therefore im-

portant to understand what you  

can do to maximise your experience 

whilst working remotely. 

Your internet connection is based 

on what you have as a connection 

medium.  If you are on fibre, you 

don’t have much to worry about  

as this is the most stable connec-

tion.  However, if you are running  

on LTE or ADSL/VDSL, you may 

experience issues, as these are what 

we class as ‘best effort’ services. 

If you’re finding your remote  

IN OUR line of business we get  

numerous calls from people strug-

gling to connect to work resources, 

particularly since the onset of the 

COVID-19 pandemic. 

With the significant number of 

people being confined to their 

homes during periods of lockdown 

(not only here in South Africa, but 

around the world as well), there  

are literally millions of people wor-

king online, right now, which does 

constrain the internet.  Netflix and 

other providers are downgrading 

their bitrates to accommodate the 

Making the most of your internet connection whilst on lockdown 

Cu3ing out the frustration 
of working remotely 

 

By: WAYNE ERRADU 

experience sluggish, here are a few 

tips for you. 

• Ensure that whilst working, you 

aren’t also streaming video ser-

vices such as Showmax, DStv, 

Netflix, or Amazon Prime video,  

as this can affect your internet 

experience on best effort ser-

vices. 

• If you are torrenting files, you 

will definitely experience poor 

internet performance as torren-

ting will take the maximum 

bandwidth on your internet  

connection.  Consider torrenting 

a>er hours or limit the band-

width rate in the torrenting  

application. 

• Understand that having many 

people connecting to your wi-fi  

at home could also induce poor 

performance.  Working on an  

average of 5 mbps for every per-

son in your household, if you 
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an indicator light which lets you 

know the strength of your sig-

nal. 

• It is common to need to reboot 

your LTE device.  If you are find-

ing your internet to be a real pain, 

reboot your Router. If the issue 

still persists reboot your note-

book and see if this helps im-

prove your experience. 
 

In an ideal world, everyone should 

have fibre with as much bandwidth 

as possible.  Some would even con-

sider it a basic human right a>er  

the COVID-19 pandemic.  However, 

rolling out the necessary infrastruc-

ture will not happen overnight. 

In the meantime, the tips above 

will help you to have an optimised 

internet experience while you work 

with what you currently have. 

tionally not at home as much  

as we are now, this is something 

to keep in mind. 

Your internet service provider 

(ISP) would have this published 

on their website.  An example 

would be that some ISPs allow 

you up to 400 GB per month— 

if you exceed this threshold,  

they then thro5le your experi-

ence to half speeds.  You may 

notice your internet speed de-

cline especially around month 

end. 

Find out from your ISP what 

their ‘fair usage’ policy is. 

• If you are on LTE, this works  

just like your cell phone does—

and you will need to find the  

best placement of the router in 

your house to receive the best 

signal.  Just moving the router 

around may help you find be5er 

signal, giving you a be5er per-

formance.  Most routers have  

have a 20 Mbps line and you  

have 4 people at home, you 

should be okay for normal 

browsing.  However, as soon  

as you stream or add another 

user, you can expect poor per-

formance while working. 

• Most uncapped internet connec-

tions have what is called a ‘fair 

usage’ policy.  Since we are tradi-
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Wayne Erradu is the technical director at 
Netconfig. 

might have been a chance that 

Moody’s would still have acknow-

ledged the reform-minded govern-

ment’s potential to set the economy 

right.  In the event, this was not to  

be, and Moody’s hands were effec-

tively tied. 

While the electricity supply  

constraints, labour market ‘rigidi-

ties’, and most other structural is-

sues (which have existed for some 

time) were cited by Moody’s, the  

key new element at this stage is  

the deterioration in the global out-

look.  With a global recession on  

the cards, South Africa will remain  

in recession—and, as a result of  

that, we will not be in a position to 

meet our fiscal targets. 

The bond market had already 

THE MOODY’S downgrade of South 

Africa’s credit rating should have 

happened long ago.  We’ve known 

for a long time that our fiscal met-

rics have been unsustainable, so  

despite the coronavirus, this is un-

surprising. 

With all that has happened in  

the world over the past few weeks, 

markets had clearly signalled that  

a downgrade would take place,  

and had already started pricing  

this in.  It is quite evident that in  

this type of environment, South  

Africa simply would not be able to 

reach the targets that had been set 

during the National Budget in Feb-

ruary 

If the global outlook had not  

deteriorated so significantly, there 

started pricing in a downgrade from 

around the third week of March as 

many foreigners sold out, with long-

term bond yields moving high into 

double digit territory, although they 

have since pulled back a li5le bit.   

In the meantime, the market has 

remained volatile, and there may 

well be further outflows once South 

Africa is withdrawn from the FTSE 

World Government Bond Index. 
 

An excellent time to lock in the higher 
yields 
For investors with a longer-term 

horison, this presents an oppor-

tunity to lock in those higher yields.  

In the longer term, the bond market 

should perform well given the  

higher interest rates that we are 

now able to access, while inflation is 

still quite muted. 

These are definitely challenging 

times, not only for South Africa but 

for the whole world.  It’s the first 

time that we are in lockdown,  

which is enough to be concerned 

about.  Add to that the fear of con-

tracting the virus itself—and then 

potentially dealing with a lot of  

financial uncertainty. 

The timing of the announcement was not great, but the reality is that 

the markets have been pricing in a downgrade for some time 

Moody’s downgrade—and 
what it means for investors 

By: MAARTEN ACKERMAN 

ECONOMIC OUTLOOK 

 

Don’t let slow internet get you down.  Picture  
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our government, and the leadership 

characteristics that have come to 

the fore in this time of greatest  

need, bode extremely well for our 

future. 

We do face an extremely chal-

lenging time ahead.  The economy 

has been severely impacted by the 

pandemic and national lockdown, 

but there is more than enough  

monetary support globally—in fact, 

the highest in global history.  Even 

our own central bank has cut rates 

and introduced quantitative easing. 

So as soon as infections move past 

their peak and we can open for busi-

ness again, we should see quite a 

large and rapid rebound with all  

the proactive support that is already 

in place. 

That won’t change the fact that 

we are facing severe structural eco-

nomic issues and that our credit  

rating is now sub-investment grade, 

but this isn’t the end of the road  

for the country—and from a port-

folio point of view, our concerns 

over these exact circumstances  

have influenced our allocation deci-

sions for the past couple of years.  

We have been overweight in terms 

of global assets for some time,  

with shock-absorbers for a weaker 

currency. 
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sub-investment grade before, and 

this is not the first time that  

we’ve been in this situation.  A  

sub-investment grade credit rating 

doesn’t mean that it’s the end of  

the economy, and that we can’t  

do business.  In fact, there are  

many sub-investment grade econo-

mies that are doing quite well.  For 

example, history shows that coun-

tries such as Brazil actually didn’t 

collapse a>er being downgraded to 

sub-investment grade—and in many 

ways started to perform be5er, gi-

ven that investors had greater cer-

tainty. 

This time around, unfortunately, 

we are in an economic slump and 

grappling with the COVID-19 crisis.  

So the focus now, just like in  

China and also reflected in mes-

sages from the G20, is to focus on  

the health of our society and make 

sure that we curb the spread of  

the virus, before we begin working 

again on the economy.  
 

Light at the end of the tunnel 
I truly believe that we went into  

this crisis with a reform-minded  

government, and that won’t change 

coming out of the crisis.  There  

will also be many lessons that will  

be learnt in terms of how we can  

co-operate and work together from 

this crisis.  Not only that, the 

strength and resolve shown by  

What we do know is that, in  

time, this will pass—and even if 

there is more pain to come in the 

near term, there will definitely be 

more upside over the longer term. 
 

Diversification pays 
At Citadel, we know that diversi-

fication is important in portfolios, 

and it is times like these when such  

a strategy comes to the fore.  Having 

investments spread across geogra-

phies, across asset classes, and across 

investment styles will pay off when 

volatility hits markets and uncer-

tainty is rife. 

Now is the time for investments 

to be positioned defensively and 

prudently.  We have built shock  

absorbers into our portfolios, and 

will be raising the bond exposure 

now, locking in double-digit yields  

as well.  This strategy should carry 

investors through for at least six 

years while we can wait for all of  

the effects of today’s reality to set- 

tle, return to normal, and li> the 

growth component of their port-

folios. 

In time, there will be a solution  

to the current health and financial 

issues.  The willingness for the glo-

bal community to shut down and 

take the seriousness of this virus  

to heart inspires confidence that  

we will be able to get through this 

successfully. 
 

South Africa is facing its challenges 
head on 
This crisis just shows again how 

uniquely we can work together,  

and how willing South Africans  

are to find solutions.  We need to 

applaud our leadership for the very 

difficult but correct actions that 

they are taking right now.  All hands 

are on deck as we go through this 

challenge, and we will get to a stage 

where the economy will open up and 

we can again work on the structural 

issues that we had already begun 

addressing before the crisis took 

place.  Unfortunately, these issues 

are now even more severe, given  

the headwinds from the global  

economy. 

Having said all that, we’ve been 

Maarten Ackerman is chief economist and  
advisory partner at Citadel. 

 

Setting longer-term targets during periods of short-term volatility is the key to investment success. 
Picture credit: Pixabay (https://pixabay.com/illustrations/board-chalk-write-tax-charges-1076666/) 
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virus, means that children will be 

home for longer periods. 

This may result in increased 

spending to help keep them fed, en-

tertained, and occupied. It will also 

have a ripple effect on the rate at 

which household items get used up. 

Snacks, cleaning products and elec-

tricity generally last longer during 

school terms. 

There are other important things 

to take into account during this  

difficult time, including the follow-

ing: 

• Avoid taking out loans to buy in 

bulk.  The nature of this pan-

demic is terrifying; however, you 

shouldn’t be making financially 

crippling decisions that may lead 

to unnecessary debt.  Load shed-

ding is still among us—what will 

happen to all the perishables  

you may have bought if you  

have limited electricity supply?  

The best approach is to monitor 

the situation closely, daily, with-

out making long-term decisions. 

COVID-19 HAS impacted various 

facets of life since it reached South 

Africa, and household finances  

will not be spared.  However, it’s  

important not to overreact and 

make panic purchases, or hasty fi-

nancial decisions. 

The urge to stock up on groce-

ries is natural, given the uncertainty  

and anxiety that the pandemic has 

caused—but you need to resist that 

urge, because over-spending could 

break your wallet.  Retailers are  

unlikely to run out stock because  

of the virus, and much of what  

you pile into your trolley (such as 

perishable products) could go to 

waste, especially with load-shedding 

still lingering—and your financial 

wellbeing could be severely compro-

mised if you haven’t planned or 

budgeted properly. 

Be mindful too of the impact  

of the early and prolonged closure  

of schools on your pocket.  This  

step by the government, aimed at 

slowing down the spread of the  

• Download educational games on 

phones and laptops.  Line up edu-

cational games and activities that 

you can engage in as a family,  

and to keep the children’s minds 

stimulated.  Network providers 

are also starting to lower data 

costs as part of their response to 

COVID-19.  This will go a long 

way in making this exercise 

affordable. 
 

• Be proactive and approach your 

credit providers if your household 

income is affected due to the  

vulnerability of your industry.  

Particularly if you anticipate  

that you will struggle to service 

your debts, don’t wait for debt 

collectors to knock on your  

doors.  Make arrangements in 

advance. 
 

• Cultivate a culture of responsible 

consumption.  Money, food, wa-

ter, and electricity must be used 

sparingly during these uncertain 

times as we do not know how 

long it will take to contain the 

virus.  Other countries in the 

world were forced to completely 

shut down to limit local transmis-

sions of the virus, therefore re-

sponsible consumption cannot 

be overemphasised.  Avoid any 

form of wastage. 
 

• Check your insurance and medi-

cal aid.  Make sure that you  

know what medical and insur-

ance cover you have in place,  

and whether it applies during a 

global pandemic.  If you have 

travel insurance, make sure that 

you understand all the terms  

and conditions it stipulates.  If 

you don’t, contact your insurer 

immediately. 
 

• Take a long-term view when it 

comes to investing.  Don’t get 

tempted to disinvest because of 

panic.  Markets are generally  

volatile during uncertain times, 

but this is temporary. 
 

• Be vigilant when it comes to your 

health.  If you display any of the 

flu-like symptoms and suspect 

you might have Covid-19, please 

call your doctor or call the public 
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This is the time to examine your financial decisions more closely than ever before. 
Picture credit: Pixabay (https://pixabay.com/photos/wallet-credit-card-cash-investment-2292428/) 

The key is not to overreact and make hasty financial decisions that 

have not been thought through 

Minimising COVID-19’s  
impact on your wallet 
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hotline number on 0800-029-999 

immediately. 

This is the first time that most South 

Africans have had to deal with the 

reality of a life-threatening pan-

demic, and everyone is justifiably 

against making rash and irrespon-

sible financial decisions. 

shaken.  However, it’s important to 

avoid rushing into decisions, espe-

cially as it relates to finances. 

It’s hard to predict how long  

the virus will be among us, and  

for this reason we should guard 

John Manyike is head of financial education at 
Old Mutual. 

excused from their contractual obli-

gations because of it.  For example, 

what if your office building is no 

longer accessible?  Do you still  

have an obligation to pay rent?  Or 

you have paid for the hire of a  

wedding venue but the wedding 

cannot proceed.  Can you get your 

payment back? 

We briefly deal with the position 

under contract, as well as situations 

in the absence of a contract, in this 

article. 

 

Force-majeure explained 
The position of contracting parties 

with the foresight to include a  

force-majeure clause in their con-

WITH SOUTH Africa now well  

into what was meant to be an ini- 

tial 21-day lockdown to mitigate  

the effects of the global COVID-19 

pandemic, which has subsequently 

been extended by a further two 

weeks with further possible exten-

sions therea>er, it is clear that  

the economy will be severely dis-

rupted.  Weddings and other events 

cannot continue, goods cannot be 

produced and delivered timeously, 

and many services can no longer  

be rendered.  

Parties to contracts whose obli-

gations are now difficult or impos-

sible to meet because of the lock-

down are asking whether they are 

tract will be regulated by that clause. 

A force-majeure—or vis major—

is a superior force or event or cir-

cumstance beyond the control of 

contracting parties, and as a result  

of which contractual performance  

is impossible.  It is an act that is un-

foreseen or unforeseeable to either 

contracting party. 

Force-majeure normally termi-

nates contractual obligations, but 

the specific legal position between 

contracting parties will depend on 

their intention expressed in the 

force-majeure clause in their con-

tract. 

 

Force-majeure clauses 
Parties wishing to protect their  

interests and regulate their legal  

position o>en include a force-

majeure clause in their contract, 

which can set out: 

• What constitutes a force-

majeure; 

• The effect of the force-majeure 

on contractual obligations—i.e. 

whether termination or tempo-

rary suspension of either party’s 

obligations; 

• The procedure for invoking the 

clause to limit liability for in-

ability to perform in terms of  

the agreement; and 

• An agreed period during which 

non-performance will be accep-

table, and the consequences of 

the lapsing of that period; 
 

An example of a force majeure 

clause is as follows: 

“In the event of force majeure,  

the contract will be suspended for 

the entire period during which the 

force majeure occurrence continues.  

Should the occurrence exceed 6 (six) 

months, either party becomes enti-

tled to terminate the contract by  

giving wri<en notice of termination 

to the other party.” 

Many contracts can be suspended, or even terminated as a consequence 

of force-majeure 

Force-majeure during 
COVID-19 lockdown 

By: VERONICA VURGARELLIS & MUSA ZIMU 
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Can COVID-19 be relied upon as grounds to suspend or terminate a contract?  It depends on the terms there-
of, coupled with a legal understanding of what constitutes force-majeure. 
Picture credit: Pixabay (https://pixabay.com/photos/justice-scales-balance-lawyer-423446/) 



LEGAL 

 TAX BREAKS  
 

avoidable by a reasonable person. 
 

Objective impossibility means that  

it must be impossible for anyone to 

perform under the contract—it is 

not enough that it is impossible  

only for the specific contracting  

party to perform.  Neither is it 

enough that performance has be-

come difficult, or expensive. 

The second requirement means 

that the impossibility cannot be due 

to any of the contracting parties— 

it must be a5ributable to any un-

avoidable act of nature or human 

beings.  These include acts of State, 

such as a government-declared lock-

down. 

 

Conclusion 
We suggest that any contracting 

party wishing to rely on a force-

majeure clause, or supervening im-

possibility of performance, to seek 

legal advice before coming to any 

conclusions and to avoid actions 

based on breach of contract.  Your 

legal adviser will advise you on  

your legal position based on your 

specific circumstances and the pro-

visions of your contract. 

from rendering any counter-

performance, and obligations are 

extinguished on both sides.  If the 

seller objectively, through no fault 

on their part, cannot deliver, the  

purchaser does not have to make 

payment.  If the service provider 

cannot deliver the service, the client 

is not liable to make payment. 

Restitution of whatever was per-

formed under the contract must 

take place, which can be enforced  

by an enrichment action.  In other 

words, if an order was partially ful-

filled before the force-majeure event 

took place, the purchaser is required 

to either make payment for such 

goods, or return them to the seller. 

If the impossibility is either tem-

porary or partially impossible, the 

circumstances of the case will deter-

mine the effect on contractual obli-

gations.  It is possible that a per-

formance is divisible, in which case 

the debtor will only be released from 

those parts of the obligation which 

have become impossible to perform. 

 

Requirements for supervening im-
possibility of performance 
Two requirements must be met  

before supervening impossibility of 

performance can terminate a con-

tract: 

• The performance must be objec-

tively impossible; and 

• The impossibility must be un-

In keeping with the doctrine of 

freedom of contact, parties are  

free to customise the clause to  

suit their needs and specific indus-

try.  A well-constructed force-

majeure clause can eliminate a lot  

of the uncertainty that may arise in 

the event of the occurrence of a 

force-majeure. 

Parties should be as detailed as 

possible in the construction of the 

clause.  Vague force-majeure clauses 

are subject to the rules of inter- 

pretation, which may have an un- 

intended result for one or both  

parties—or even frustrate relief  

altogether. 

Typical occurrences that are  

classified as force majeure events 

include: 

• Strikes, lockouts, or riots; 

• ‘Acts of God’, fire, storm, earth-

quakes; 

• Acts of State 

• Breakdown, malfunction, or  

damage to plant, machinery, 

equipment, or facilities; 

• Epidemics or quarantines; 

• Delay, shortage, lack of, or inter-

ruptions to supplies, electricity, 

gas, water, equipment, fuel, and 

other materials; 

• Road closures or lack of access  

to roads; and 

• Inability to obtain or renew the 

required permits or licenses. 
 

In the absence of a force majeure 

clause, the position is regulated by 

the common law principle of 

“supervening impossibility of per-

formance”.  An impossibility that 

arises a>er the conclusion of a con-

tract is called supervening impossi-

bility of performance, which means 

that performance has become objec-

tively impossible without the fault 

of the debtor as a result of an un-

avoidable and unforeseen event. 

 

The effect of supervening impossibil-
ity of performance 
Supervening impossibility of per-

formance affects both the obligation 

that has become impossible, as well 

as any counter-obligations. 

If the impossibility is permanent, 

it generally excuses the creditor 

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

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 inde-
pendent personal finance and tax infor-
mation 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. 
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property locations, we at Prescient 

prefer to look at valuations, senti-

ment, economics, and financial con-

ditions. 
 

Valuations 

Let us consider valuations first.  

When looking at the historic price- 

to-book (P/B) and price-to-earnings 

(P/E) ratios of the JSAPY, we see  

that they are currently very low.  

The P/E ratio is 5.84 (compared to  

a long-term median of 12.6) and the 

P/B ratio at 0.46 (compared to the 

long-term median of 1.28). 

Figure 1 shows that in the last 

THE COVID-19 pandemic has routed 

stock markets around the globe.  As 

the news started to make its way 

into the media, governments around 

the world were trying to ascertain  

its impact on the health of their  

citizens, and the financial markets 

were trying to determine its impact 

on the economy—and by implica-

tion, the impact on share prices. 

Once governments stepped for-

ward with quarantine measures  

and travel bans to curb the spread  

of the virus—to fla5en the curve—

the impact on economic activity be-

came clearer. 

 

Markets react strongly 
At the time of writing, the S&P 

500 is down 32% from its highs in 

February, and the MSCI All Country 

World Index is also down some  

32%.  South Africa was not spared 

the selloff, and the JSE All Share  

Index is down by the same margin 

from its highs in January. 

A sector that was particularly 

hard hit is the listed property sec- 

tor in South Africa.  The JSAPY  

index is a market cap-weighted 

property index.  At the moment,  

its three biggest constituents are 

Growthpoint (23%), NEPI Rockcastle 

(15%), and Fortress REIT (9%).  This 

index is down 47% since mid-

January and an eye-watering 66% 

since its highs at the end of 2017. 

 

Opportunities in listed property? 
Investors might look at this index 

and ask whether the present rout 

presents an opportune time to in-

vest. 

When buying property, whether 

it be commercial or residential  

property, one o>en hears that the 

three most important factors are 

location, location, and location!  

However, when considering an in-

vestment in listed property, whilst 

one can look through to individual 

few months, the price of the index 

has fallen so much that the back-

ward-looking dividend yield is close 

to 20%.  Naturally, prices like these 

are trying to account for probable 

decreases in dividends—the well-

known value trap. 

Some investors like to view listed 

property as an income-generating 

investment, with the potential of 

capital appreciation.  In that con-

text, the relative yield of the JSAPY 

index to that of the JSE All- 

Bond index (ALBI) is also at record 

levels.  Figure 2 shows that the  

historic yield on the JSAPY is 8% 

higher than that of the ALBI. 

Considering the value metrics 

above, the value available here will 

be alluring to deep-value investors 

who can stomach volatility in the 

short-term. 

Trying to make sense of what’s currently happening in the markets 

Location, location, location 
 

By: JEAN-JACQUES DUYVENE DE WIT & SEEISO MATLANYANE 

Figure 1: Dividend yield of the JSAPY index. 

 

 

Figure 2: Yield of the JSAPY index relative to the ALBI. 
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which has traditionally been a store 

of value in tough times, has also  

declined in the month of March. 

It is however worth noting that 

the South African Reserve Bank has 

been supportive of financial condi-

tions by cu5ing interest rates by  

100 basis points in March, with a  

further 100-basis-point cut following 

in April.  This follows the example  

of central banks around the globe 

that have also eased monetary con-

ditions.  Many countries are making 

use of Quantitative Easing to help 

increase money supply. 

 
Our conclusions 
The Prescient Property Fund does 

not try to pick winners and losers  

in the property sector.  It doesn’t 

look through to the location of  

individual properties owned by the 

listed companies.  Instead, it tries to 

match its exposures to that of the 

index, and utilises a portable alpha 

strategy to exploit systematic dri-

Sentiment 

Business confidence in South Africa, 

as measured by the Bureau of Eco-

nomic Research, has been negative 

and falling as of late.  The South  

African consumer confidence index 

reflects this.  These depressed con-

fidence levels do not bode well for 

listed properties. 
 

Economics 

On the economic front, South Africa 

is currently in a recession with two 

consecutive quarters of negative 

GDP growth.  Most economists are 

predicting a further downturn in  

the economy because of the impact 

of COVID-19. 
 

Financial conditions 

Financial conditions in the market 

have been tough.  The precipitous 

drop in global stock markets, com-

bined with the use of leverage, lead 

to increased demand for liquidity  

as investors needed to fund margin.  

So much so that the gold price,  

vers of return.  It is more in line with 

the trend of moving towards index-

tracking funds, rather than tradi-

tionally actively-managed funds. 

In heighted volatility periods 

such as this, the dispersion in the 

performance of individual shares is 

high, and therefore stock picking 

increases relative performance un-

certainty.  At Prescient we believe  

in giving our clients peace of mind, 

and therefore to minimize this un-

certainty, we limit our relative risk 

to the index (which maximizes diver-

sification) while using portable alpha 

to enhance returns, thereby provi-

ding certainty that they will receive 

the diversified index return with 

minimum relative risk. 

Wrapping up, we think that  

valuation-driven investors who can 

stomach volatility will probably be 

interested in property at current 

valuations.  Contrarian investors 

will be looking at the negative senti-

ment, and will most likely be looking 

to buy bargains. Investors averse  

to volatility, who prefer to have eco-

nomic growth as a tailwind, will 

probably be deploying their capital 

elsewhere whilst waiting for the 

right opportunity. 

For retail investors, investment 

in listed property becomes particu-

larly rewarding when you invest 

using a tax-free savings account. 

Real Estate Investment Trust (REIT) 

distributions are normally treated  

as income in the hands of investors 

and taxed at their marginal rates.   

If you invest through a tax-free  

savings account, those distributions 

are tax exempt. 

Jean-Jacques Duyvene de Wit and Seeiso 
Matlanyane are from Prescient Investment 
Management. 

With a number of commercial tenants suspending rent payments in response to the COVID-19 shutdown, 
listed property has been hammered.  Picture credit: Unsplash (https://unsplash.com/photos/B0aCvAVSX8E) 

 


