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Double take

Feedback
TAX BY STEALTH  

GERHARD COETSEE WRITES ON 
FINWEEK.COM:
I do not understand why ‘devaluation’ due 
to inflation is not considered by Sars for 
the capital gains tax (CGT) calculation. 
My point to illustrate: In 2002, I bought 
shares to the value of R50 000, and I sold 
them this year for R100 000, giving me a 
‘profit’ of R50 000. 

But not so: the purchasing power of my 
money has depreciated to such an extent 
that I can now buy less with my R100 
000 than what I could with my R50 000 
in 2002. So, in fact, I have not made a 

profit at all; I actually made a loss on 
these shares. 

Sars intimidates us by threatening to 
classify us as ‘traders’, which make us 
reluctant to ‘sell’ our shares even when 
we notice that the company we invested 
in is heading for failure. 

[Sars generally considers shares held 
for longer than three years as investments, 
which are subject to CGT. Shares held for 
less than three years are considered as being 
held for trading, with any profits seen as 
part of the traders’ taxable income and taxed 
accordingly. – Ed.]

The attitude that Sars has intimidates 
us so we make stupid decisions, and we 

have no recourse against them. My advice 
to investors: every year, sell all your shares, 
re-purchase them again the next year, so 
that your ‘profits’ are at no stage calculated 
for a period of longer than one year – this 
will prevent you from paying CGT on  a 
12-year loss-making investment. Do the 
professionals agree with this?

SIMON BROWN RESPONDS:  
This is an example of taxation by stealth. 
You are correct and, unfortunately, this 
is the trend worldwide. So one really 
needs to think hard about buying well or 
admitting error sooner rather than later. ■   

US YOUR 
FINANCIAL 
QUESTIONS

SEND
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Brief

The amount that South African Airlines (SAA) plans to spend on 
procurement from black industrialists by the end of 2018 as part of 
government’s strategy to leverage state spending to boost black 
business. Black-owned companies currently account for less than 
R1bn of SAA’s procurement spending, the struggling airline said.    

The amount (R14.1bn) that 
private equity group Brait 
will pay for a 90% stake 
in New Look, a budget 
UK clothing retailer. The 
retailer has 800 stores 
across Europe, North 
Africa, the Middle East 
and Asia. The deal follows 
Brait’s announcement 
in April that it will buy 
Virgin Active for £682m 
(R12.7bn).

R4.6
BN
The amount that Oceana 
offered to buy Louisiana-
based Daybrook 
Fisheries, a deal which 
would make Oceana 
the sixth-biggest fishing 
company in the world and 
reduce its reliance on SA 
for revenue. Oceana, in 
which Tiger Brands holds 
a key stake, said that 
financing for the deal has 
already been arranged 
but that it plans a rights 
issue in August.     

$1.2
BN

R150M 

In

R10BN

IN BRIEF
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$25.3M 

The amount that private 
hospital group Netcare 
plans to spend over 
the next two years on 
new generators, diesel 
and other measures 
to ensure its facilities 
are not affected by 
load-shedding. It 
spent R3.5m on diesel 
in the six months to 
end December, nearly 
double the amount 
spent over the same 
period in 2013.   
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The amount (R302m) earned by US presidential hopeful 
Hillary Clinton and her husband, former president Bill Clinton 
in speaking fees for 104 paid speeches since January 2014. 
She also earned more than $5m (R60m) from her 2014 
memoir, Hard Choices, according to a financial disclosure 
report filed with the Federal Election Commission.  
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“Comrade Danny is a 
committed member of 
the ANC. He has a lot of 
experience. He’s been to 
Parliament; he’s in Safa. He’s 
an impact person. We think 
at this point in time we need 
an impact (person).” 
− ANC secretary general 
Gwede Mantashe on 
the appointment of Safa 
president Danny Jordaan as 
Nelson Mandela Bay’s fourth 
mayor in six years. Jordaan 
will replace 82-year-old Ben 
Fihla.

IN BRIEFIN BRIEF

THE GOOD
After more than 50 years at the helm of Altron, the Venter 
family said that its members will be stepping back from the 
business following the release of a shocking set of results for 
the year to end February. The group − Altron is currently run 
by founder Bill Venter’s son Robbie, while his other son Craig 
is in charge of subsidiary Altech − will be handed over to an 
independent management team. The family said that it will 
remain invested in the group.

THE UGLY
Indonesia and Malaysia finally agreed on 20 May to provide 
temporary shelter to an estimated 7 000 migrants who have 
been stranded at sea for weeks. The migrants are mainly 
from Bangladesh and the long-persecuted Rohingya Muslim 
minority in Myanmar. About 3 000 people have already swum 
to shore or been rescued after a crackdown by Thai authorities 
on smuggling routes led some of the gangs responsible to 
abandon their human cargo at sea, The Guardian reported. 

THE BAD
Barely two weeks after publishing radical changes to the 
rules on black ownership, trade and industry minister Rob 
Davies has withdrawn the official notice of 5 May that ordered 
fewer empowerment points for black shareholders owning 
stakes through broad-based or employee schemes. While the 
withdrawal is a good thing, the flip-flopping doesn’t help to 
create regulatory certainty for business or investors.

The amount (R500m) allegedly made by British trader 
Navinder Singh Sarao, who stands accused of “spoofing” 
financial markets by placing thousands of false trades. Sarao is 
fighting extradition to the US, where authorities say his alleged 
manipulation contributed to the so-called flash crash on 6 May 
2010, when the Dow Jones industrial average plunged 600 
points in five minutes, creating havoc on Wall Street.  

£27M  
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Picture: ChinaFotoPress via Getty Images

Indian Prime Minister Narendra Modi 
visits the Terracotta Warriors and  
Horses Museum on 14 May in X’ian  
during a three-day state visit to China. 

The museum features a collection 
of terracotta sculptures depicting 
the armies of Qin Shi Huang, the first 
emperor of China, who ruled the  
country in the third century. 

During the state visit, Modi and 
Chinese President Xi Jinping signed 
trade and economic cooperation deals 
worth $22bn (R261bn), covering a range 
of sectors including renewable energy, 
finance, education, space exploration, 
railways and scientific research.

The two leaders also vowed to find 
an amicable solution to border disputes, 
including in an area known as South 
Tibet, which is in China but administered 
by India. Modi said that a harmonious 
partnership between India and China, 
the two major economies in Asia, is 
essential for the economic development 
and political stability of the continent.

MEETING OF THE  
EASTERN 
SUPERPOWERS



Low oil prices and Kenya’s 
increasing economic activity 
and strong global market 
performance is drawing the 

interest of international investors 
towards East Africa.

Gyongi King, chief investment 
officer at Caveo Fund Solutions, has 
visited the region over five years and 
has made observations across the 
banking, telecoms and power sectors. 
Being “on the ground” gives investors 
insight to make better investment 
decisions, says King. “There’s lots of 
opportunity.”

Despite the positive performance of 
Kenya’s equity markets, there are risks. 
This includes security (Al-Shabab 
attacks have heightened tensions), 
cheap imports (particularly in the 
cement, cabling and materials sector 
due to the lack of price competition) 
and drought impacting the agriculture 
sector (half of the Kenyan population 
works in agriculture; the poor rainfall 
will impact food prices and security). 

Count r ie s  in the reg ion a re 
integrated thanks to trade agreements, 
with the resulting tax benefits making 
it easier for capital to f low across 
borders. There are opportunities in the 
banking sector, and cement companies 
are also well positioned for distribution. 
Rural areas are being urbanised as a 
result of technology. There is consumer 
growth and increasing eff iciency in 
markets.

KING NOTES FOUR MAJOR 
TRENDS IN THE REGION:
1. FINANCIAL INCLUSION  
(USING TECHNOLOGY TO  

banking sector does not have access to.
However, there are security issues 
when it comes to mobile banking. 
A small f ilm can be placed on top 
of a Safaricom SIM card, creating a 
double SIM for a phone. This allows 
consumers to use the airtime rates of 
a cheaper competitor. Such dual SIMs 
compromise the security measures put 
in place by Safaricom and information 
of transactions can be copied onto 
the film or second SIM. Safaricom is 
raising the matter in court. 

2. POWER: PROBLEMS  
DIFFER ACROSS THE REGION
Power is an issue for developing markets, 
but countries have developed unique 
solutions. 

In Kenya, different independent 

Economic trends  
in East Africa draw  
international investors

BY LAMEEZ OMARJEE

FORMALISE BANKING)
Banks are using technology to draw 
people into the formal banking sector, 
which has scope for expansion. Mobile 
phone network operators like Safaricom 
have developed mobile money.

Economies are still cash driven. 
“M-Pesa is three times the volume of 
[customers with] credit and debit cards  
in Kenya. It is much better known and 
used than traditional banking methods,” 
says King. “People are not necessarily 
keen on traditional banking. They want 
things that are more easy, convenient, 
and easily accessible.” 

Sa fa r icom conduc t s  v a r ious 
transactions and collects data on people’s 
mobile money histories. In this way, 
mobile money service providers can keep 
track of customers that the traditional 

10  FINWEEK  28 MAY 2015
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Buoyed by falling oil prices, Kenya’s growth is projected to rise from 5.4% in 2014 to 6%-7% over the 
next three years (2015-2017), making it one of the fastest-growing economies in Sub-Saharan Africa, 
according to the latest Kenya Economic Update (KEU) published by the World Bank.

Gyongi 
King
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producers rely on renewable energy 
sources like hydro, wind and steam, says 
King. 

Geothermal energy projects in Kenya 
are proving successful. “It’s one of the few 
countries in the world where geothermal 
works and works in bulk,” she says. The 
goal is to increase power generation 
from 1 500MW to 5 000MW by 
2017. Despite the country’s abundant 
power-generation capacity, King says 
distribution is a problem as there aren’t 
massive industries like mining to 
consume power. 

In Uganda, there is a “greater 
distribution network” to businesses, 
but there is no power. The Ugandan 
government is looking to renewable 

energy sources like hydro and gas, but 
at the moment there is no “cohesive 
solution”. Uganda does not have 
geothermal energy. There is a low 
electrif ication rate, where less than 
20% of the population have access to 
electricity. Household electrification 
is at 14%, but growing. Distribution 
points need to be built out to rural areas 
to urbanise them. 

Tanzania has both distribution 
and generation problems. “It’s all 
a bit of a mess,” says King. Most 
businesses have to generate their 
own electricity because the 
national grid is unreliable. The 
country is looking to import 
gas from the south. 

3. TECHNOLOGY IS 
PERVASIVE
Technology impacts 
various sectors beyond 
just banking. There are 
improvements to the 
technical capabilities 
and eff iciencies of 
corporates, businesses, 
retailers and logistics 
c o m p a n i e s .  Fo r 
example, Safaricom 
doesn’t have a mobile 
banking licence and can’t 
give loans, insurance 

policies and other traditional financial 
services. By partnering with banks like 
KCB in Kenya, mobile companies can 
provide different financial products. 

4. TRAFFIC: CONGESTION IS A 
CONSTRAINT IN BIG CITIES
“Congestion in Dar es Salaam and 
Nairobi is on another level,” says 
King. This is a big constraint as most 
business activity takes place in those 

hubs. Poor infrastructure is one of 
the reasons behind the heavy traffic 
f low, she says. 

Byron Green, managing director 
at Caveo, says traffic isn’t always a bad 

thing and indicates there is 
growth. “It would be much 
worse to have no cars visible 
on the road because that 
means there’s no economic 
activity,” he explains.

King says currently 
there’s a lack of alternative 
transport. For example, the 
train network is poor. In 
Kenya, the government has 
decentralised responsibilities 
to  loca l  counc i l s ,  so 
infrastructure development 
will gain prominence across 

the country, reaching rural 
areas faster than in the past. ■

editorial@finweek.co.za
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PEOPLE ARE NOT 
NECESSARILY KEEN ON 
TRADITIONAL BANKING. 

THEY WANT THINGS 
THAT ARE MORE EASY, 

CONVENIENT AND 
EASILY ACCESSIBLE.

Byron 
Green
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What can you do for me? 
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L ast week, the police took the 
number plates from my car 
at Abuja airport. While my 
driver was waiting to collect 

me at arrivals, the police prised the 
plates off the car.

My driver went to reason with the 
police and ask for their return. That, 
the policeman told him, would cost 
25 000 naira (around R1 480), the 
result of making an illegal turn in the 
airport car park (no such thing had 
happened). Eventually, after 12 hours, 
much negotiation and two trips to the 
police station, the police returned the 
plates for a mere 5 000 naira (R297).

I have tried hard to explain this 
incident to friends outside Nigeria. 
“The police? But why would the 
police...? I don’t get it? What?”

I am not saying that honesty is 
beyond Nigerian policemen, or that 
that straight, diligent police work can’t 
happen here. But I cannot lie, and 
the vast majority of my interactions 
with the Nigerian police have been 

negative. 
I have lost count of the bribes 

I have been asked for, whether for 
imagined traffic infractions or for no 
reason other than the day of the week. 

The sentence I hear most often 
from the mouth of a policeman is, 
“What do you have for me?” 

After two incidents where a police 
pickup has sideswiped my car to try 
and force me off the road, the drivers 
I am most concerned about are police 
officers; the idea that they’re there for 
my protection now seems more than a 
little strange.

In the supermarket recently, I saw a 
young policeman pushing the trolley 
of a businessman who, resplendent in 
robes, was shouting into his mobile 
phone. How must you feel, as a young 
Nigerian, when your role has been 
reduced to trolley pusher rather than 
crime f ighter, when your uniform 
means so little?

There are moments of levity: last 
week, in Lagos, a policewoman asked 
a friend for one of our beers, after 
pulling us over to tell us drinking 
beer in the car as passengers is illegal 
(though seemingly drinking on duty 
while you’re directing traffic at a busy 
Lagos junction isn’t).  

When I see how entrenched the 
corruption in the police force is, I 
wonder where on earth President-elect 
Muhammadu Buhari can begin with 
his much-vaunted crackdown: with 
the Police Affairs Commission, the 
police chiefs and senior officers. And 
not forgetting my new friend swigging 
her beer in the Lagos traffic.

How do you dismantle rackets that 
are as thick with vested interests as, 
for example, the Badagry expressway 
that leads to the Benin border, where 
a week or so ago I saw officers asleep 
under trees while teenagers in football 
shirts and armed with golf clubs 
manned the police posts?

After our plates were returned last 
week, my driver told me that his dad 
had been a policeman, and that he’d 
told every one of his 11 children never 
to join the police force because they’d 
not only be up against criminals, but 
also widespread corruption among 
many of their colleagues.

I’ll know when Buhari’s reforms 
are making a difference when every 
policeman I meet asks what he can do 
for me before he asks what I can do 
for him. ■  

editorial@finweek.co.za

THE SENTENCE I HEAR 
MOST OFTEN FROM THE 

MOUTH OF A 

POLICEMAN 
IS , “WHAT DO YOU HAVE 

FOR ME?” 
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Police bomb experts sweep the scene of a twin suicide blast at Kano Line 
bus station in northern Nigeria’s largest city of Kano on 24 February.
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THE OUTLOOK FOR HOSPITALITY AND TOURISM  

R3.5BN

R1.9BN  

Total room revenue in South 
Africa’s accommodation market is 
expected to grow at a compound 

annual rate of 8% over the next five 
years, with Cape Town expected to 
generate the most growth in the sector, 
according to a new report by PwC.

Revenue increased by 9.1% in 
2014, following two years of double-
digit increases. PwC’s Nikki Forster, 
hospitality industry leader, warned 
that new visa regulations, which 
include a requirement that visitors 
apply in person for tourist visas at 
embassies abroad, may hurt the 
industry.

In Nigeria, where the sector was hit 
by concerns over terrorism and Ebola 
in 2014, room revenue fell 20% last 
year, PwC said. However, the country 
will continue to see investment in the 
number of hotel rooms, which are 
expected to more than double during 
the next five years, with much of the 
growth set to take place in Lagos. Its 

IN BRIEF

overall room revenue is forecast to 
grow at a compound annual rate of 
10.5% over the period.

Kenya’s hospitality and tourism 
sector was also hit by concerns over 
terrorism, with total revenue falling 
by a cumulative 16% since 2011, PwC 
said. In Mauritius, where the number of 
visitors exceeded the million mark for 

The total investment planned for new hotels in Cape 
Town over the next four years, which will result in 
adding 2 100 rooms to the overall market. In 2014, 
room revenue in Cape Town was up 17%, following 
an 18% increase in 2013. PwC expects most of the 
growth in the overall hotel market in SA over the 
next five years to be generated in Cape Town.  

The average room rate for three-star hotels in SA in 
2014. This is expected to increase to R1 125 a room 
by 2019. The occupancy rate is forecast to rise to 
70.9% in 2019 from 63.1% in 2014, PwC said. Room 
revenue in three-star hotels is expected to grow at a 
projected 8.8% compound annual rate to R6.5bn in 
2019, from R4.3bn in 2014.  

SOURCE: PwC Hospitality Outlook: 2015-2019

58.3%
Overall occupancy rates in the industry are expected to rise to 58.3% in 2019, 
from 54.4% in 2014, PwC said. Guest houses/guest farms had the highest 
occupancy rate last year at 62.9%. Hotel occupancy rates, which reached 
their highest level in 2014 since 2008, are expected to increase to 62% by 
2019 but still remain lower than the 68.4% achieved in 2008, PwC said.  

the first time last year, is expected to 
increase its number of available hotel 
rooms by a compound annual rate of 
2.8% over the next five years. Room 
rates are expected to remain subdued, 
as the island nation faces competition 
from the Maldives, Sri Lanka and the 
Seychelles as a resort destination, 
PwC said. 

R855  

HOTEL ROOM REVENUE IN SOUTH AFRICA, 
NIGERIA, MAURITIUS AND KENYA (R MILLION)
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The overall room revenue earned by SA’s 
guest house and guest farm market in 
2014, reflecting an increase of 19.5% and 
making it the best performing sector in the 
tourism and hospitality industry last year. 
Room rates are expected to increase from 
an average R850 in 2014 to R1 200 in 2019. 





Includes chefs/
bakers/butchers, 
mechanics and 
electricians 

1
TRADESPEOPLE  
SKILLED

■  A two-percentage-point 
increase since 2014  

■  Highest percentage since 2007  
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CONTEXT

EMPLOYERS 
STRUGGLE TO 
FILL VACANCIES  
Skilled trade workers, engineers and managers are the three most difficult vacancies to fill in 
South Africa, the latest Manpower Annual Talent Shortage Survey found. In SA, 31% of employers 
surveyed reported difficulty filling vacancies, up from only 8% in 2014. More than 41 700 hiring 
managers in 42 countries were interviewed for the survey, which found a global average of 38%, 
a seven-year high. Globally, employers in Japan continue to report the greatest talent shortages, 
with 83% of employers struggling to fill open positions, according to the Manpower survey. 
Employers in Ireland report the least problems with talent shortages, with only 11% reporting that 
they struggle to fill jobs. Globally, the positions most difficult to fill are skilled trade workers, sales 
representatives and engineers, Manpower said.  

2006
40%
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41%
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31%
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31% 
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34%
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GLOBALLY, 38% OF EMPLOYERS ARE HAVING 
DIFFICULTY FILLING VACANCIES IN 2015 
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HARDEST VACANCIES TO FILL   

For the fourth consecutive year, skilled trade vacancies are the 
hardest vacancies to fill globally. Sales representatives are in second 
place, followed by engineers, technicians and drivers. In South 
Africa, these were the hardest job openings to fill:  
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COUNTRIES 
EXPERIENCING 
MOST DIFFICULTY 
FILLING VACANCIES 
IN 2015  

68%
PERU

61%
BRAZIL

61%
ROMANIA

83%
JAPAN

CONTEXT

■  Japan, Peru and Brazil were also 
three of the top five countries 
where employers reported difficulty 
filling vacancies in 2014.   

65%
HONG 
KONG

TOP 5 KEY REASONS 
FOR DIFFICULTY 
FILLING VACANCIES 

EMPLOYERS ARE NOT DOING ENOUGH 
TO ADDRESS TALENT SHORTAGES  

More than 1 in 5 employers 
are not pursuing any strategies 

to address talent shortages.   

Only 1 in 10 is adopting 
recruitment strategies to utilise 

untapped talent pools.    

Only 1 in 20 is 
looking to enhance 
benefits or increase 

starting salaries. 

5% are redefining 
qualifying criteria to 

include individuals who 
present a “teachable fit”.  

Only 1 in 5 is providing 
additional training  

and development to  
existing staff.   

35%   Lack of available applicants/no 

applicants  

34%   Lack of technical competencies 

(hard skills)  

22%   Lack of experience  

17%   Lack of workplace 

competencies (soft skills)  

13%   Looking for more pay than is 

offered    

COUNTRIES EXPERIENCING 
LEAST DIFFICULTY FILLING 
VACANCIES IN 2015 
CZECH REPUBLIC 18%  
NETHERLANDS 14%  
SPAIN 14%  
UK 14%  
IRELAND 11%  

SOUTH AFRICA  31%  
GLOBAL AVERAGE  38%   
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T
he JSE’s resources sector has underperformed 
the broad market for the past five years – in 
fact, long-term holders of the index are now 
back to where they were before the start of 
the commodity super cycle in the late 1990s, 

which was driven by unprecedented demand from China.
With the sector now looking “extremely undervalued” 

in comparison to the rest of the market, and many 
mining bosses having adapted their businesses to a lower 
commodity price environment, investors have to ask: is 
now the time to buy resource stocks?

ANALYSTS WEIGH IN

“We think resources are a good investment,” says Piet 
Viljoen, chairman of investment house RECM and one 
of the country’s foremost value investors. It would be 
a long-term play though: the lead time to realise any 
worthwhile upside would be in the region of around five 
to nine years, he says. 

Daniel Sacks and Hanré Rossouw, portfolio 
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managers of the Investec Commodity Fund, say that 
they believe there is “opportunity in the sector at 
the moment, as we calculate value in several mining 
companies with dividend and free cash-f low yield 
estimates at attractive levels”.

Recent results for mining companies have, in many 
instances, reported falling dollar unit costs, thanks to 
weaker producer currencies (including the rand and 
the Australian dollar), declining energy costs, labour 
efficiencies, cost containment and higher grades of 
product mined, they said in a note to clients on 13 May.

Commodity prices are also expected to improve 
over time as companies continue to restructure their 
portfolios, shutting marginal mines and approving very 
few new projects. “We believe that the current share 
prices of many mining companies underestimate the 
earnings that will be generated, with surprises coming 
both on the cost and revenue side,” they said.

 

CHOICES, CHOICES…

Sacks says that he prefers gold over platinum, even 
though “we aren’t gold bulls”. The gold price is expected 
to remain robust as the US Federal Reserve would likely 
“continue to err on the side of caution when it comes to 
the pace of rate hikes”. China easing monetary policy 
to stimulate growth could also be a key factor to boost 
commodity prices.

Currently though, coal and iron ore − suppliers to the 
hapless construction and power sectors − were a “terrible 
idea”. Part of the problem was that marginal suppliers 
had not shut down despite the plummeting resources 
demand, while increased supply was being pumped into 
an increasingly lethargic market.

Peter Major, mining specialist at Cadiz Corporate 
Solutions, says that many base metals – commodities like 
copper, lead, nickel and zinc – currently looked safer to 
invest in than the bulk commodities, such as iron ore and 
coal. “There just seems to be way too much production 
of oil, gas, coal, iron ore and manganese right now. And 
we don’t seem to have the management, political, or 
labour environment to make the necessary changes and 
improvements”, such as job cuts or mine closures.”

The opportunity isn’t so much in what commodity 
you’re producing, Major says. “It is all about, ‘Are you 
an efficient producer? Are you leading the industry in 
efficiency and productivity?’ That is what mining is all 
about; not sitting on your hands praying for abnormally 

high commodity prices to bail you out of a poor 
management, political and labour environment.”

One analyst, speaking on condition of anonymity, says 
that local mining stocks are trading at a discount relative 
to their peers in the US and Canada, indicating that the 
market takes a dim view of the regulatory uncertainty in 
the local sector (see page 23). This gap could widen, he 
warned, and it is worth paying a premium to get exposure 
to listed mining stocks in the US or Canada instead. 

PRECIOUS METALS

South Africa has around 80% of the world’s proven 
platinum reserves and about half of the world’s gold 
reserves. But this benefit has become increasingly 
outweighed by a slew of obstacles which some analysts 
believe threaten sustainability unless radical policy 
changes are put in place. 

Onerous and fluctuating state-issued empowerment 
mandates as well as union demands and chronic strike 
action, power price increases and load-shedding are 
some of the local issues facing gold and platinum miners. 
Sluggish global demand − particularly for platinum − is 
another. 

While Sacks says they are “not gold bulls”, if he had 
to choose stocks to put money into, he would look at 
AngloGold Ashanti, which has cut costs and is planning 
asset sales to boost its balance sheet, and Sibanye 
Gold, of which he is a big fan. While Sibanye was less 
undervalued than other gold miners, it was “still a good 
divi[dend] story”.

US hedge fund manager and serious gold bull John 
Paulson, who holds 6.5% of AngloGold, has stayed in 
gold despite the disappointing returns he has had while 
waiting for the metal to prove its worth as an inflation 
hedge.

Major, who is negative on resources generally, believes 
it is a “stock picker’s market”. On gold, he suggests 
exchange-traded funds are a better bet than investing in 
companies. If he were pushed to make suggestions, Pan 
African Resources and DRD Gold would be the most 
attractive options, he says.

PLATINUM

Asset managers are bearish on the metal, as above-
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INDUSTRY IS IN 
CONTINUAL  

DECLINE  
AND THE NUMBER OF 
UTILITIES BURNING 
THE FUEL WAS 
DROPPING IN FAVOUR 
OF SUSTAINABLE 
OPTIONS.

ground reserves are still too high 
for prices to make a strong recovery. 
Despite last year’s five-month strike 
in SA taking substantial supply out 
of the market, falling demand and 
high stock levels have suppressed 
prices, which have fallen by nearly 
23% over the past 12 months.

The World Platinum Council 
is predicting demand to grow by 
a miserly 3% to 8.155m ounces. 
Lonmin,  which is  plann ing  
3 500 job cuts as it tries to improve 
its finances, said that it expected 
demand from the automotive 
industry – European carmakers are the most important 
buyer of the metal – to grow by 3.7% this year. Impala 
Platinum is perhaps more bullish on the longer-term 
outlook, forecasting the supply deficit to deepen from 
805 000 ounces this year to 1.8m ounces in 2023.

It is this increasing deficit that miners hope will 
push up the price of the platinum. Another possible 
ray of sunshine for the metal would be quantitative 
easing in Europe, which would cut exports costs 
and push up the cost of buying the metal. 

Investec Asset Management’s Sacks and 
Rossouw said that while the platinum price is 
expected to strengthen to a level where it is again 
trading at a premium to the gold price, “we believe the 
equity market is still too optimistic” and is pricing 
in a much stronger recovery than is likely, given 
the high levels of above-ground stock.

IRON ORE AND COAL 

Analysts, even those relatively bullish about the outlook 
for resources, say that coal and iron ore were no-go 
zones for investors, at least in the medium term. 

Xavier Prevost, senior coal analyst at XMP 
Consulting, says that the surplus in the market 
was “devastating” the price, particularly as supply 
wasn’t being cut back.

Worse, the Institute for Energy Economics 
and Financial Analysis said in a report released on 
18 May that the global coal industry is in continual 
decline and the number 
of utilities burning the 
fuel was dropping in 
favour of sustainable 

options.
Despite this, excess supply 

continues to pour out of Australia 
f rom exist ing and greenf ield 
projects. The price for steam coal in 
China has fallen 59% from its 2008 
peak, and the commodity is trading 
at the lowest level in nearly nine 
years, according to Bloomberg data.

Glencore, the world’s biggest 
e xpor ter  of  coa l ,  c losed it s 
Australian mines for three weeks 
over Christmas in an attempt to 
boost prices. The company has also 
entered into talks with unions about 

closing some of its local Optimum Coal mines as 
prices continue to plummet. More than 1 000 
workers would be laid off. 

Local coal miners are battling to get 
backing to expand in preparation for new long-

delayed coal-fired power stations to start up. 
Medupi power station in Limpopo and Kusile in 

Mpumalanga are expected to require around 14.6m tons 
a year each. Much of Medupi’s supply will come from 
the Grootegeluk mine owned by Exxaro Resources − 
a black-empowered coal and heavy metals operation 
that produces around 18.8m tons a year – which 

will give the company a distinct market advantage. 
However, this boon will only take effect in around 

three to four years when Medupi finally fires up.
Exxaro, which also owns a 20% stake in 

Kumba’s Sishen Iron Ore Company (SIOC) in 
the Northern Cape, announced that its half-year 

earnings to the end of June were likely to be at least 
20% down from the same period a year ago, mainly 

due to reduced income from SIOC, which has 
been hard hit by the drop in iron ore prices.

Prices for the steel-making ingredient have 
dropped to 10-year lows as infrastructure 

spending in China has slowed down, while 
there has been significant new supply of iron ore 

from major companies, including Anglo American’s 
Minas-Rio mine in Brazil.

The low iron ore prices have made Kumba one of 
the worst-performing stocks in 2015 so far. Kumba 
shares are down 33.24% since January. Kumba is 
planning a review of its business operations, and 

is considering closing down its Thabazimbi mine to 
rein in costs and cut supply. Stocks in Assore, which 

mines iron ore and chrome, have 
fallen almost 23% this year. ■



While consumers rejoiced at the falling oil 
price, oil companies saw investors jumping 
ship and share prices plummet in the last 

quarter of 2014. 

YES:
Three value fund managers were asked about their 

views on oil at an investment seminar hosted by 
Glacier by Sanlam on 14 May. 

Dylan Ball, fund manager at Franklin Templeton, 
says that the company analysed every oil price bust since 
the 1970s to identify trends. “When oil as a commodity 
corrects, it only falls for a period of seven to nine months. 
It did this in all of the previous historical instances.”  

The company further identified an immediate supply-
side response and cuts in capital expenditure (capex). “By 
the end of January, early February, BP and Shell were 
cutting capex by some $20bn and their stock prices were 
going up, so we knew we were in the ballpark of pessimism 
that we like to go out and buy stocks in,” says Ball. The 
fund increased its energy weighting from 7% to 12.5%. 

Piet Viljoen, chairman of RECM, says that investors 
should forget about the oil price when trying 

to determine whether oil companies are a 
worthwhile investment. “Not one fund 
manager, including myself, saw the 
price decline coming, so why would 
you want to listen to people forecasting 

what’s going to happen?”
Viljoen argued that the low oil price 

will have minor ramifications for the 
intrinsic value of oil companies. He says 
that zeroing year one and two in a present 
value of future cash flows analysis has very 
little impact and “the share price is a lot more 
volatile than the actual intrinsic value of the 
business”.

While Sanlam International’s Colin McQueen admitted to 
getting into oil stocks a bit early, he is bullish on the outlook 
for oil companies. “We thought when these scenarios of 
doom and gloom were very overcooked from a valuation 
basis,” he says. “What we’re paying for the book value of the 
assets, the market is at a 30-year low, absolute levels have 
just come off the bottom of the levels of 2008 and 2009. I 
think there’s a lot value there.”

While all three believe that oil stocks are a value play, 
Ball cautions investors to find companies with staying 
power. A historical overview of the previous four crashes 
indicated an 18- to 24-month normalisation period, 
yielding returns of between 120% and 160%. “If you are 
going to take advantage of the valuations in the sector, you 
want to pick stocks that have a balance sheet that can wait 
for the full 24 months,” says Ball. 

NO:
While value managers are bullish on cheap 

oil stocks, fund managers with a shorter 
investment horizon don’t quite share the 

sentiment. Donald Rogan, the head of stockbroking at 
Nedbank Private Wealth, told reporters that his portfolios 
are currently underweighted in resources, including oil. The 
bank expects the oil price to stabilise at $65 (R771)within 
a one-year period, while it expects the commodity to reach 
$80 (R949) within the next two to three years. 

“Given where we see the oil price going, I think there’s 
still a lot of uncertainty in the market. We do still think it’s 
a bit early to get into commodities.”

Tom de Lange, chief investment officer at Emperor 
Asset Management, cautions against the opportunity cost 
of such a value approach. “From a momentum perspective, 
it’s not a good time to buy that kind of stock. It could 
take up to two years before the share price gains enough 
momentum to outperform the market on a monthly or 
quarterly basis.” ■
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With oil companies struggling, could now be the time to invest in oil stocks?



The secondary listing of South32 
on the JSE has shed rare light on 
the troubled mining sector, which 

has lost so many investors in the last 18 
months that only three mining firms 
take their place among the top 20 shares.

Make that four mining firms; well, 
nearly. At a market capitalisation of about 
R107bn, South32 is the 21st largest stock 
on the bourse, but it is most likely to move 
higher based on the assessments of analysts 
who think the company is worth buying.

“We love the idea of South32 and 
see this as a great opportunity for its 
management to prove the unrealised 
value in these non-core assets,” purred 
SP Angel, a UK stockbrokerage on the 
day of the firm’s listing.

South32 is the creation of BHP 
Billiton, which decided to demerge its 
non-core assets – including coal, manganese and aluminium 
in SA; and nickel and coal in Australia – rather than sell 
them piecemeal in trade sales. The theory is that it was 
better to let the market, rather than individual buyers 
busting for a bargain, set the price for the assets.

Apart from the logic of the demerger, South32 is also part 
of BHP Billiton’s strategy to reward its shareholders: each 
shareholder in BHP received one South32 share for every 
BHP share owned. The company was initially meant to 
trade in Perth and Johannesburg only, but UK shareholders 
also asked for an opportunity to trade the share, hence its 
listing there.

Whether BHP Billiton will continue on the JSE 
indefinitely is a moot point, but for the time being there’s 
a lot to look forward to in South32, according to analysts.

The dividend policy is a minimum payout of 40% of 
earnings, but Macquarie Research thinks that could be 
much higher in the first year, while Graham Kerr, South32’s 
CEO, sets about cost-cutting.

“We believe returns to shareholders could be closer to 
70% in the first year as S32 rewards investors for patience 
while the cost-out programme is implemented,” said Kieran 

Daly, an analyst for Macquarie. Cost 
savings have been calculated at about 
$300m (R3.5bn) and there will be 
further optimisation as the firm executes 
its regional approach to management.

“ T he reg iona l  mode l  i s  a n 
opportunity to get more out of existing 
assets,” said Kerr. “We will take out 
some of the complexity of the assets and 
levels of management and increase their 
value,” he said.

Asked by Finweek if this was perhaps 
another way of saying retrenchments, 
Kerr responded: “No doubt South32 
has some legacy issues from BHP. No 
doubt we will run the assets differently 
from day one and in how we structurally 
set ourselves up. We will look to be an 
organisation that is more lean, agile and 
entrepreneurial.”

There are, however, some things worth thinking about in 
respect of South32. One is its approach to the SA business 
environment. In BHP Billiton’s hands, its coal assets 
struggled to compete for expansion or growth capital such 
that Khutala and Klipspruit – important suppliers to Eskom 
– have fewer than six years of operating life at current rates 
of production.

That means that decisions on investing in them will 
have to be made soon, but how likely is that in the current 
environment where relations between the sector and 
government have plumbed new depths, and the reach and 
meaning of empowerment is hard to decipher?

“At South32, we believe in what government is trying to 
do. We are absolutely behind that in every single way,” said 
Kerr. “Clearly, though, if we are going to invest large capital, 
we need certainty around policy.”

Said Kerr: “Klipspruit and Khutala are going along neck 
and neck on which is going to get an extension approval 
first. It will be the FY17 to FY18 before we have to make 
decision on the process. But those are the assets we are 
focusing on now.” ■
See page 41 for more on South32.
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SOUTH32 IS THE 

21ST 
LARGEST 
STOCK ON THE 
BOURSE, BUT IT IS 
MOST LIKELY TO 
MOVE HIGHER.



The department of mineral resources (DMR) threw 
the mining industry into a fresh state of alarm when 
it released the woeful findings of the government’s 

BEE audit, measuring the level of black empowerment that 
the industry has achieved over the past decade.

Ngoako Ramatlhodi, the minister of mineral resources, 
indicated at the release of these findings earlier this month 
that should these quotas not be met − or an acceptable excuse 
not be forthcoming − mining rights could be withdrawn.

The country has around 1 000 mining rights holders of 
varying sizes.  

Even though the Chamber of Mines − representing 
business − and government have been working with the same 
data from mining companies, the numbers each put out were 
completely different. 

While Ramatlhodi said that just 79% of mining 
companies had met the 26% ownership target for black 
investment, the Chamber said that it was “firmly of the view 
that 100% of its members” had achieved the target laid down 
by the 2004 Mining Charter.

However, one of the main reasons for the Chamber’s 
furious response at the release of the data was that it 
and the DMR are currently in a legal dispute about the 
interpretation of the ownership element of the charter.

After the last Mining Industry Growth Development 
and Employment Task Team (Migdett) meeting 
in March, the two parties agreed to go to 
court to work out a middle ground on 
the issue. This was on condition that 
until this had been ratified neither 
party was to release its data. 

The DMR’s interpretation of 
the charter is that meaningful 
economic participation has to 
include the three categories 
of historically disadvantaged 
South Africans, the community 
and workers. The Chamber of 
Mines, however, says that these 
extended demands can’t be issued 
retrospectively to companies that had 
already fulf illed their empowerment 

mandates. 
An analysis by auditing firm SizweNtsalubaGobodo and 

Rand Merchant Bank corporate finance demonstrated that 
the industry had “met and exceeded its ownership target of 
26% [of historically disadvantaged South Africans] by 2014”. 
The Chamber said that over 12 years, these transactions had 
created a net value of between R155bn and R282bn, which 
is equal to 25% to 46% of the entire industry value. 

The Chamber maintained that the government was 
“shifting the goalposts midstream” and was “incorrectly 
[accusing] the industry of non-compliance”. This was both 
“damaging to trust and investment in the mining sector,” 
it said.

Reactions by unions also indicated deep divides in the 
industry. Amcu, the biggest union in the platinum sector, 
did not even attend the Migdett meeting on 15 May.

Gideon du Plessis, general secretary of Solidarity, walked 
out of the meeting. Du Plessis told Finweek that he was 
“so damn annoyed with the process. I could not sit with a 
straight face as if I concur with what was said.”

The “be and end all” of the meeting were the charter 
results. “We can’t zoom in on the results [...] Rome is 
burning,” Du Plessis stated.

Du Plessis said that, during the meeting, he had 
encountered a lot of hostility and no support for saying 

that while transformation was vital, what was 
needed immediately was to create industry 

sustainability. While resource prices 
could not be controlled, “let’s control 

what we can”. This would include 
issues like power prices, labour 
relations, health and safety, 
redundancy processes and the 
rule of law, he said.

N U M deput y  gene r a l 
secretary Tshimane Montoedi 
said that the non-compliance by 

the mining industry posed a serious 
threat to the economy, and that the 

DMR had a responsibility to enforce 
compliance. ■

editorial@finweek.co.za

FINWEEK  28 MAY 2015  23  

Angry uproar over BEE 
in mining sector 

COVER

BY TINA WEAVIND

Ngoako 
Ramatlhodi

A
F

P
 P

H
O

T
O

/F
in

d
la

y 
K

E
M

B
E

R



Looming battle at 
the gantries

On 11 August this year, the 
City of Cape Town and the 
South African National 
Roads Agency (Sanral) will 

face off in court when a judge will decide 
if a multibillion-rand toll project should 
go ahead.

It’s déjà vu all over again. Not so long 
ago the Opposition to Urban Tolling 
Alliance (Outa) was in a lengthy court 
battle to force Sanral to abolish e-tolls in 
Gauteng. The civic action group, which 
was founded in March 2012, challenged 
Sanral’s decision and argued it was illegal 
and unreasonable.

 Unfortunately for Gauteng motorists, 
Outa’s last attempt to get e-tolls scrapped 
failed in October 2013 when the Supreme 
Court of Appeal dismissed the group’s 
appeal. 

 In a Sunday Times report in 2012, it 
was estimated that motorists will pay at 
least R71bn in Gauteng tolls over the next 
20 years or so, while the Austrian-owned 

Electronic Toll Collection (ETC), the 
firm who had won the tender to operate 
the Gauteng tolls, would earn at least 
R18bn of that in fees.

 

THE TOLL GATHERER
On 30 March, the Supreme Court of 
Appeal ruled in favour of the City of 
Cape Town, allowing it to file in an 
open court its supplementary founding 
affidavit with the details of how much 
the proposed Winelands toll project will 
cost motorists in the Western Cape and 
the detrimental impact it will have on the 
province’s economy.

The tender for the toll project on the 
N1 and N2 was awarded to the Protea 
Parkways Consortium (PPC), which 
includes construction giants Group 
Five, Basil Read and Bouygues TP, a 
French company. The concessionaire is 
expected to make a whopping R48bn in 
revenue (2010 values, excluding VAT). 

As was the case with the Gauteng Freeway 
Improvement Project, the City of Cape 
Town alleges that Sanral has once again 
failed to inform residents and users of the 
roads exactly how the proposed tolling 
scheme will affect their wallets.

 A closer look at the agreement with 
the consortium reveals that Western Cape 
motorists will pay nearly three times that 
of the e-toll tariffs charged in Gauteng.

 But more importantly, it shows 
that tolling is an excessively expensive 
way of funding the construction 
and maintenance of roads. In fact, it 
would cost Sanral much less if it raised 
the money for road upkeep through 
government borrowings.

 At the request of the City of Cape 
Town, nine economists and the chartered 
accounting f irm Grant Thornton 
investigated the financial impact that 
the proposed tolling project would have 
on motorists, business and on Sanral’s 
finances.
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Motorists in the Western Cape better hope that a proposed tolling project doesn’t 
see the light, as they will pay toll tariffs that are substantially higher than the 
e-toll fees in Gauteng.

BY LIESL PEYPER



IN A SUNDAY TIMES REPORT IN 2012, 

IT WAS ESTIMATED THAT MOTORISTS 

WILL PAY AT LEAST 

R71bn 
IN GAUTENG TOLLS OVER THE 

NEXT 20 YEARS OR SO, WHILE THE 

AUSTRIAN-OWNED ELECTRONIC 

TOLL COLLECTION (ETC), THE FIRM 

WHO HAD WON THE TENDER TO 

OPERATE THE GAUTENG TOLLS, 

WOULD EARN AT LEAST 

R18bn 
OF THAT IN FEES.

IN NUMBERS
The investigation shows:
■ A private toll concession operated by 
the Protea Parkways Consortium would 
cost R54.76bn, but if it is to be operated 
as a non-tolling scheme (in other words, 
if Sanral itself funds the upgrades and 
maintenance of the N1 and N2) it would 
cost R22.5bn – a saving of R32.25bn 
(2010 value in real terms).
■ Of each rand paid in toll fees, only 29c 
will be spent on construction, maintenance 
and operational works that will benefit 
road users. If other non-toll items and the 
cost of public finance are added, then the 
construction, maintenance and operational 
works that will benefit road users would 
be equivalent to 41c of each rand of toll 
revenue in real terms.
 ■ The consortium’s pre-tax profits, which 
include shareholder returns and corporate 
tax, will be 39c of each rand paid towards 
toll fees.

*SOURCE: Weekend Argus

THE PROPOSED POSITION AND TOLL 
TARIFFS ALONG THE N1 AND N2 HIGHWAYS:

CLASS 1 
(Light vehicles such as cars, 
with or without a trailer, and motorcycles):

 N1: Joostenbergvlakte Toll Plaza – R11.05
 N1: Existing Huguenot Toll Plaza – R33.20
 N1: Hexpoort Toll Plaza – R23.71
 N1: Kuils River Toll Plaza – R8.30
 N2: Firlands Toll Plaza – R17.39
 N2: Botrivier Toll Plaza – R23.71
 N1: Joostenbergvlakte Ramp Plaza – R6.55
 N1: Du Toitskloof Ramp Plazas – R16.61
 N2: Firlands Ramp Plazas – R50.80
 N2: Botrivier Ramp Plaza – R23.71

 

CLASS 2 
(Medium heavy vehicles with two axles):

 N1: Joostenbergvlakte Toll Plaza – R17.32
 N1: Existing Huguenot Toll Plaza – R92.57
 N1: Hexpoort Toll Plaza – R48.89
 N1: Kuils River Toll Plaza – R12.25
 N2: Firlands Toll Plaza – R31.98
 N2: Botrivier Toll Plaza – R41.40
 N1: Joostenbergvlakte Ramp Plaza – R10.49
 N1: Du Toitskloof Ramp Plazas – R27.04
 N2: Firlands Ramp Plazas – R25.90
 N2: Botrivier Ramp Plaza – R41.40

 

CLASS 3 
(Large heavy vehicles are heavy vehicles, 
with three or four axles):

 N1: Joostenbergvlakte Toll Plaza – R28.87
 N1: Existing Huguenot Toll Plaza – R154.29
 N1: Hexpoort Toll Plaza – R81.49
 N1: Kuils River Toll Plaza – R20.42
 N2: Firlands Toll Plaza – R53.31
 N2: Botrivier Toll Plaza – R69.01
 N1: Joostenbergvlakte Ramp Plaza – R17.49
 N1: Du Toitskloof Ramp Plazas – R45.07
 N2: Firlands Ramp Plazas – R43.16
 N2: Botrivier Ramp Plaza – R69.01

 

CLASS 4 
(Extra-large heavy vehicles are heavy vehicles, 
with five or more axles): 

 N1: Joostenbergvlakte Toll Plaza – R40.41
 N1: Existing Huguenot Toll Plaza – R216
 N1: Hexpoort Toll Plaza – R114.08
 N1: Kuils River Toll Plaza – R28.59
 N2: Firlands Toll Plaza – R74.63
 N2: Botrivier Toll Plaza – R96.61
 N1: Joostenbergvlakte Ramp Plaza – R28.48
 N1: Du Toitskloof Ramp Plazas – R63.10
 N2: Firlands Ramp Plazas – R60.43
 N2: Botrivier Ramp Plaza – R96.61SP
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The Opposition to Urban Tolling 
Alliance (Outa) is not going to 
get involved in the court battle 
between Sanral and the City of 
Cape Town. “Challenges of this 
nature need to be managed and 
driven by people who are very 
close to the actual issues at 
hand within the geographic 
location. We are based in 
Gauteng and fought the e-toll 
policy, as we understood the 
impact it would have in 
Gauteng. But we’re pleased that 
the City of Cape Town 
undertook the challenge against 
Sanral.” Were it not for the City 
of Cape Town’s court challenge, 
Sanral would have gotten away 
with its “horrendous” plan, says 
Outa chairperson Wayne 
Duvenhage.  

A WESTERN CAPE 

BATTLE ■ If the minister of transport decides 
to lower the toll tariffs proposed by the 
concessionaire, Sanral would have to 
cough up the balance, which could be 
as much as R43bn (in 2010 real terms) 
if the toll fees will be in accordance with 
the e-toll tariffs charged on Gauteng 
freeway network.

HURTING POCKETS 
The proposed toll scheme would not 
only hurt residents and tourists, but will 
have an adverse effect on low-income 
groups who have no choice but to use 
the N1 and N2 to get to and from work.

The Western Cape toll tariffs will 
be substantially higher than that of 
Gauteng – toll tariffs for light vehicles 
on the Gauteng freeway network will 
now be capped at R225 a month, from 
R450 previously, but the tariffs set out 
by the Protea Parkway Consortium  
makes no provision for any such limit. 
While the Gauteng tolls allow for a 
100% discount for public transport, 
Protea Parkway only allows a 50% cut. 

Businesses, such as those in the 
agricultural sector, that make use of 
freight will also be severely affected. 
Carl Opperman from Agri Wes-Cape 
estimates producers would have to pay 

A ccording to Vusi Mona, general manager: 
communications at Sanral, the Winelands 
toll project is not an overly expensive 

method of funding road infrastructure, as the City 
of Cape Town alleges.  

“What the city fails to understand is that due 
to the earmarking of the N1/N2 as a toll road, no 
funding was allocated for the upgrade of the N1/
N2 Winelands project on the non-toll budget in 
the Medium Term Expenditure Framework 
(MTEF). To be considered for funding from the 
non-toll budget, the N1/N2 has to compete with 
all projects in the 18 283km non-toll road network, 
many of which have much higher priority than the 
N1/N2 Winelands project.

“Furthermore, with the concomitant increase 
in traffic on the N1/N2 over time, the delayed 
investment into these roads will bring no relief in 
the congestion over the short, medium or long 
term,” Mona says. 

He also rejected the notion that Sanral has not 

considered the effect that the proposed toll roads 
will have on low-income groups. “Public transport 
exemptions would be a real possibility given the 
concessions made in this regard on Gauteng 
Freeway Improvement Project. A fuel levy, for 
example, will have an even worse impact on the 
poor.” 

The determination of toll tariffs, according to 
Mona, has not been finalised and will take into 
account the cost of upgrading the infrastructure 
versus the benefits for the road user. “A toll tariff 
is only charged when the benefits accrued by the 
road user are higher than the costs of upgrading 
these roads.” 

He also denied that Sanral had granted the 
contract to the Protea Parkways Consortium or 
that the agency will need to pay the shortfall if 
government sets the toll tariff at a lower rate than 
agreed upon with the consortium. “The N1/N2 is 
fully funded by the private sector with no subsidy 
whatsoever from the state.” ■

millions extra in toll fees. “And that is at 
a conservative return toll fare of R100.” 

The Western Cape produces more 
than half of South Africa’s agricultural 
goods that are transported by road, with 
trucks going to and coming from Cape 
Town International Airport.

“The additional costs for a producer 
to transport goods to Cape Town will 
become unaffordable, as there are no 
alternative routes.”

Toll roads also have an adverse 
impact on the turnaround time for 
trucks that transport agricultural goods. 
“Any holdup of seven minutes or less 
may cause substantial traffic problems, 
as trucks take time to slow down and 
accelerate,” says Opperman. “Say it 
takes five minutes to slow down, pay and 
accelerate again and a truck has to stop 
at least twice. This means the truck will 
stop and accelerate at least four times per 
trip. This amounts to 20 minutes that are 
lost per trip.” 

The longer turnaround time could 
have an impact on shipping costs, says 
Opperman, as the docking costs in 
the harbour vary between $10 000  
(R118 571) and $20 000 (R237 143) 
per day. “Who is going to pay for those 
delays?”  ■
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Cosmo City gets a 
bitter taste of home 
repossessions

BY CIARAN RYAN  

Outrage is building in Cosmo 
City north of Johannesburg 
over dozens of repossessed 
homes that have ended up 

in the hands of just a few wealthy 
investors.

One of the investors scooped up 23 
houses – all of them bonded to Absa – 
at auction prices that were well below 
market value, and then promptly sold 
some of them at a handsome profit. 
Another investor is reckoned to have 
bought another 40 houses at auction, also 
at knock-down prices.

Some Cosmo City residents who lost 
their houses say they were never issued 
with summonses by the banks. “People 
here have never had any dealings with 

the courts so they have no idea that they 
have to be served with summons before 
they can be evicted,” says Maxwell Dube, 
a resident of Cosmo City and publisher 
of the Cosmo City Chronicle, which first 
broke the story. 

“What we are seeing here looks like a 
complete abuse of the court process, but 
the results are tragic. People are being 
thrown out onto the street for reasons 
they cannot understand,” he says. “One 
of the so-called investors bought 23 
houses over a period of years, all of them 
bonded with Absa. How is it possible 
that none of the houses he bought were 
with other banks, unless there was inside 
information?”

Dube and several other Cosmo City 

residents want to lay an official complaint 
with the Hawks over the irregular 
manner in which their houses were put 
on auction to the benefit of a handful of 
investors.

What is happening in Cosmo City 
suggests the financial stresses of recent 
years have percolated down to first-time 
homebuyers in some of the lower- to 
middle-income areas of the country. As 
Dube points out, most of the affected 
people are unschooled in the court 
process, making it a relatively simple 
matter to kick them out of their houses 
without granting them the constitutional 
right to put up a defence against the 
banks.

Some of the Cosmo City homes were 

Cosmo City Ext. 6 
Images: Ciaran Ryan 
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auctioned by the banks over arrears as 
little as R6 000. One former homeowner, 
Victor Zuma, was evicted from his house 
in 2013. “Someone arrived at the door 
and told me I didn’t own the house and 
had to get out within 21 days,” he says. 
Zuma bought the house for R187 000 
in 2011 and took out a mortgage bond 
with FNB. His repayments were about 
R1 800 a month, which he dutifully 
paid until he lost his job as a welder 
about a year later. Yet he still continued 
paying as much as he could, about  
R1 000 a month. In the end, he lost the 
house over an arrears amount reckoned 
to be no more than R6 000.

He is now seriously ill and unable to 
work – the result, he says, of the stress 
from losing his house. He now lives with 
his wife Beverly Msibi in an RDP house 
where they pay rent of R3 000 a month. 

Finweek was shown his file of court 
papers, which includes a sheriff ’s 
return of service, suggesting he was 
properly served with a summons. Zuma 
vehemently denies this. “What they do is 
the sheriff arrives and if no one is around 
hands the summons to a neighbour,” says 
Dube. “Most of the people I have spoken 
to who have been affected by this did 
not see their summons before they were 
evicted.”

Several of the dispossessed Cosmo 
City homeowners say that they were not 
notified by the banks or their attorneys 
that legal action was being taken against 
them. 

Acting Krugersdorp sheriff since 
2012, Martha van der Merwe, says that 

she reviewed the files of her predecessor 
and could find nothing wrong with the 
legal execution process. The previous 
sheriff passed away some years ago and 
she is unable to conduct any further 
investigation as his old case files are 
closed. She points out that there is no 
restriction on how many properties a 
buyer can purchase at auction. “As long 
as they comply with the conditions [of 
the auction] they can buy as many as they 
want,” says Van der Merwe.

A not her  point  D ube  w a nt s 
investigated is how poor people from 
Cosmo City are having their homes 
repossessed when they are supposedly 
covered by government housing subsidies. 
The department of housing, in reply to 
questions posed by Corruption Watch, 
replied that the houses in question were 
not RDP houses and therefore they were 
not entitled to government subsidies. 
This is hotly disputed by several 
Cosmo City residents affected by the 
repossession blitz. The housing subsidy 
is aimed at first-time homebuyers with a 
gross household income of no more than 
R3 500.

Several dispossessed homeowners 
admit they fell into arrears, but tried to 
make repayment arrangements with their 
banks. Some banks accepted the softer 
repayment arrangements, but proceeded 
with legal action anyway.  

A case in point is Moses Mesa, who 
fell into arrears on his FNB mortgage 
bond and made arrangements to pay off 
his arrears over six months. He says that 
he stuck to the revised payment schedule, 
but the bank still took judgment against 
him. The account manager at FNB, 
Meshack Modisane, says that Mesa was 
given ample warning of the consequences 
of falling behind on his bond payments, 
and insists the legal process must take its 
course. The arrears amount is around just 
R12 000. Mesa was at least served with 
a summons by the bank. Many other 
Cosmo City residents say that they were 
not so lucky.

Refaat Gierdien, head of legal at FNB 
Housing Finance, says that the bank has 
investigated the two instances mentioned 
in the article. “We can confirm that the 

correct legal processes were followed 
during the debt recovery process against 
the customers. We can also confirm 
that both customers were kept informed 
throughout the legal process in line with 
the legal requirements and our strategy 
to ensure that customers are given 

EXPERTS CHALLENGE 
SELLING OF HOUSES 

AT AUCTION  
S o m e  l e g a l  e x p e r t s  h av e 
questioned the morality and 
constitutionality of depriving 
someone of their homes over 
relatively small amounts of money 
owed to the banks. The National 
Credit Regulator is bringing a case 
against the banks in the South 
Gauteng High Court challenging 
the practice of selling houses at 
auction without a reserve price. 
Advocate Douglas Shaw has 
raised the same argument with 
the banks on behalf of several 
d oze n  h o m e own e rs  wh ose 
properties were sold at auction 
for a fraction of their worth – in 
one case, as low as 10% of market 
value.

Houses worth R1m are sold 
at auction for half this amount. 
Shaw says this is extremely 
prejudicial to the defaulting 
homeowner, particularly where 
the outstanding bond is, say,  
R600 000. The homeowner is 
deprived of a potential profit 
of R400 000, which could be 
obtained if the property was sold 
in the normal way rather than at 
auction.

“We think it is about time 
that Sections 25 and 26 of the 
Constitut ion ,  which protect 
South Africans from arbitrary 
deprivation of property, are put 
to the test. We say that selling 
a repossessed house at auction 
without a reserve price is arbitrary, 
and therefore unconstitutional,” 
says Shaw.  

“WHAT WE ARE SEEING 
HERE LOOKS LIKE A 
COMPLETE ABUSE OF 
THE COURT PROCESS, 
BUT THE RESULTS ARE 
TRAGIC. PEOPLE ARE 
BEING THROWN OUT 
ONTO THE STREET FOR 
REASONS THEY CANNOT 
UNDERSTAND.”  



every opportunity to rehabilitate their 
accounts.

“FNB’s policy is that the bank will 
only as a last resort instruct the sheriff 
to proceed to sell a property to settle an 
outstanding debt,” he explains. “It is a 
requirement that when a bank applies for 
a sale in execution order it must present 
all material facts to a judge in open court, 
including showing that there has been a 
sustained non-payment of instalments. 
The bank incurs substantial costs during 
this process.”  

Gierdien says that FNB’s policy is to 
explore every possible avenue to settle 
the arrears. This includes offering 
customers revised payment options. 
FNB offers its customers its industry-
leading QuickSell platform on which 
properties can be sold on the open 
market via estate agents, often allowing 
customers to obtain higher prices for 
their properties.

Those who lost their houses dispute 
that the legal process was fairly handled. 
Dube dug up dozens of title deeds for 

homes repossessed in Cosmo City that 
suggest the auctioned houses are being 
bought by just a handful of investors 
from outside the area. One is an investor 
from outside the area who claims to be 
unemployed. Dube reckons the houses 
are often sold for half their market 
value and then rented out to tenants 
so the new owner can cover the bond 
repayment and still make a profit.

A resident in one of the up-market 
streets in Cosmo City had his home 
repossessed in 2008. He was retrenched 
in 2007 and fell five months into arrears. 
In the sixth month he found a new job 
and offered to catch up his arrears by 
paying R7 500 a month instead of the 
required monthly bond repayment of 
R5 000. The bank refused the offer and 
sold his house at auction for R300 000, 
when it was reckoned to have a market 
value of R750 000. Today, he still 
stays in the same house, paying rent of  
R4 800 a month. 

“It doesn’t make sense that the bank 
would accept a lower repayment from 

the new owner when I was offering  
R7 500 a month until I caught up with 
the backlog,” says the tenant, who asked 
to remain anonymous.

An Absa spokesperson says that 
the bank does its utmost to ensure 
that customers remain in their homes 
and, where appropriate, assists in 
the sale of the property at a market 
related consideration through its Help 
U Sell programme, which has been in 
operation since 2011. “This programme 
is aimed at ensuring that the highest 
possible price for the property is 
reached as it is clearly in both our 
and our customer’s best interest,” says 
the spokesperson. “Absa regards sale 
in execution auctions of immovable 
property as a last resort after exhausting 
all possible rehabilitation solutions 
and resources available to the bank to 
recover the bad debt. Absa complies 
with the rules of court and associated 
legislation which do not permit it to 
stipulate a reserve price.” ■  

editorial@finweek.co.za

SEVERAL OF THE 
DISPOSSESSED COSMO CITY  
HOMEOWNERS SAY 
THEY WERE NOT 
NOTIFIED BY THE BANKS 
OR THEIR ATTORNEYS  
THAT LEGAL ACTION WAS 
BEING TAKEN AGAINST THEM.   
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Victor Zuma and 
Beverly Msibi of 
Cosmo City 2





For the past five years, the JSE has 
ranked as the top regulated 
exchange in the world. Its rules 
and regulations, combined with 

its cutting-edge technology, has also 
contributed to the country’s ranking in the 
top five globally for the ability to raise 
finance through the local equity market, 
the effectiveness of corporate boards, and 
protecting the rights of minority 
shareholders, according to the World 
Economic Forum.

Nicky Newton-King, who has served on 
the JSE’s executive committee since 1997 
and took over as CEO in January 2012, 
has overseen a number of records during 
her time at the helm: a record number of 
listings since 2007 (24 in 2014), record 
number of trades executed in a day (359 
969, with a value of just over R24.6bn), 
equity capital raised of R153.4bn, and 
investors would hope soon also the longest 
bull run in JSE history.

She spoke to Finweek about investor 
sentiment, keeping the JSE attuned to 
global developments, and opportunities 
on the rest of the continent. 

WHAT INDICATIONS ARE YOU 
GETTING ABOUT INVESTOR 
SENTIMENT IN THE COUNTRY?  
I would say there are clearly challenges 
and we, as a country, need to face up to 
them honestly and address them. In 
particular, we need to tackle the issues of 
service delivery and the gulf between the 
haves and the have-nots. But at the same 
time, when we compare ourselves, and 
the opportunities that are present in this 
country, we must compare ourselves to 
places like Brazil and Russia. 

When investors do that with a broader 
landscape than we do, they see a lot of 
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Nicky Newton-King:  
‘Investors see a lot 
of opportunity in SA’

opportunity. Not opportunity without 
challenge, but what we need to do as South 
Africans, is to look at those opportunities 
and tackle the challenges honestly.   

DO YOU THINK BUSINESS IS DOING 
ENOUGH TO ADDRESS THESE 
CHALLENGES?
We at the JSE have extremely frank 
conversations with all the policymakers 
and regulators when that is necessary. We 
have a robust engagement as is appropriate 
if you are trying to tackle the big issues of 
the day. I think though that there is a long 
way to go in building trust at the required 
depth between business and government.

That said, there is much willingness on 
both sides to build that level of trust. As 
business we need to be there to help; that 
doesn’t mean that one is uncritical about 
the things that need to change. It means 
one is realistic about the challenges and 
that one addresses them respectfully, but 
fully with the people that count. There’s 
a way to go but it’s starting. I can certainly 
see doors being more open than they have 
perhaps been before.  

HOW DO YOU DEAL WITH  
LOAD-SHEDDING?
For years we have had extremely deep 
contingency plans on energy; in fact energy 
is a significant constraint to our business. 
As an example, when we launched our 
co-location environment, which is a 
big data centre in the JSE building in 
which our clients can put their trading 
applications, we had to limit how many 
we could make available to people because 
there is just not enough power coming into 
the area. 

But we have backup; this is a significant 
investment and we’ve had that for years. 

We see the JSE as an important part of 
the touchstone of people’s confidence in the 
country. So we feel strongly that we need to 
do whatever we can to be up and available 
whenever people need to trade.  

TO WHAT EXTENT WILL 
YOUR INVESTMENTS IN IT 
INFRASTRUCTURE CONTINUE?  
You’re never going to stop; the bleeding 
edge of trading technology continues to 
develop at speed. The point of investing 
in technology is to invest wisely and in 
the right sequence. We’ve invested a lot in 
equities, which is where the cutting edge 
of trading technology has been, but the 
cutting edge of product design today is in 
the derivatives and bond markets and in 
risk management. So we’re busy investing 
in those technologies now. That’s going to 
be a story of every exchange that wants to 
be part of the global capital flows.  

BY JANA MARAIS
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Nicky Newton-King  

WHAT OPPORTUNITIES DO 
YOU SEE ON THE REST OF THE 
CONTINENT?   
There are 25 exchanges on the continent 
now. Just to give you an order of magnitude 
–  the JSE is about 70% of Africa’s 
market cap, we can sometimes trade  
300 000 trades a day, on average just under  
200 000 trades a day. Some of our 
colleagues on the continent trade 10 trades 
a month. There’s no shame in being small 
– we were small. You start small before you 
get big.

The issue is: how small exchanges can 
think cleverly and partner with larger 
exchanges and technology providers to 
essentially skip whole development levels? 
This is what we did when we worked 
with the LSE and put our trading engine 
in London. We got amazing knowledge 
and insight into trading technologies, 
pricing methodologies and so on, and we 

literally just stepped the JSE up so fast in 
comparison with what we would’ve been 
able to do on our own. 

We are co-developing some exchange-
traded funds with a couple of the African 
exchanges, and when we launch those I 
think that will be very exciting proof of 
the opportunity to work together. With 
the Zambians we are doing a commodity 
derivatives market where you trade here 
but you settle in Zambia, so you use our 
trading engine to trade. 

What we are not actively looking at is 
buying African exchanges. If the moment 
came, perhaps, but that’s not our priority.  

HOW CONCERNED ARE YOU 
ABOUT NEW EXCHANGES 
STARTING IN SA?
We don’t have a statutory monopoly, but 
we are the de facto sole provider. And 
when you are the de facto sole provider, I 
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don’t think it is appropriate to believe that 
competitors will never touch you. So we 
spend every moment of every day tuning 
the dial – making sure that the products 
we offer are what the clients want, that 
the service levels we offer to clients are the 
ones they expect at a price that they think 
is valuable. So that anybody that would try 
and compete with us will find it extremely 
difficult to do that.     

NEWTON-KING’S 
BACKGROUND   
Nicky Newton-King holds a BA and LLB from 
the University of Stellenbosch and an LLM 
from the University of Cambridge, specialising 
in corporate finance, administrative law and 
securities regulation. She joined the JSE in 
1996 from what was then known as Webber 
Wentzel Bowens, where she was a partner in the 
financial services department. While at Webber, 
she developed one of the first derivatives law 
practices in SA. The JSE was one of her clients, 
and she provided advice on its deregulation 
and amendments of its rules and listings 
requirements. In 2003, Newton-King was named 
as one of the 100 Global Leaders for Tomorrow 
by the World Economic Forum, and was named 
a Yale World Fellow in 2006. 
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■ WORK/LIFE BALANCE  
I think work/life balance is in the eye of the beholder. Ultimately, it is a question 
of cutting that balance so that you can give everything to the business without 
prejudicing your private life. I do that by making sure that I limit my after-hours 
responsibilities for the business. I don’t do dinners, I don’t do cocktail parties. 
Other people do it differently. 

I do want to create a workspace here where my staff feel respected as 
people with private lives. I don’t want 100% of them at the JSE. I want them 
to be 100% committed to us, which means they’ll give us whatever they can 
that is appropriate, but it doesn’t mean 24 hours of their time.

■ THE JSE’S HIGH PROPORTION OF FEMALE EXECUTIVES AND DIRECTORS
It wasn’t a deliberate decision. The reality is that Russell [Loubser, former 
CEO] hired myself and Leanne [Parsons, director of the JSE’s equity market] 
as executives right at the beginning of his tenure, and I think once you become 
a place that women are seen to be doing well, then other women feel that 
that is a place where they can potentially also do well. That’s not the same as 
saying that women have some magical softer side – some people would say 
that the softest part of me is my teeth. 

I do want to make sure that everybody here, of whatever gender, whatever 
race, feels that this is a comfortable place for them.

■ HOW OFTEN DO YOU TRAVEL?  
I travel quite a lot but not that much – firstly, because I do think that when 
you are the leader, it is nice to be seen in the office. And I like to be able to be 
available to my clients, to the team here and I like being here.

When I do travel it’s often to either meet investors in our business, or 
to meet investors in the country, or to meet my peers in the exchange 
space. I love the discussions, the stimulation of being with my colleagues 
internationally, which are absolutely critical to making sure that you keep 
testing whether you are at the bleeding edge of development.

■ HOW DO YOU RELAX?  
I’m an avid, but not very good cyclist. I cook a lot with my family and I spend 
time in the bush when I’m lucky enough to be able to.

■ FAVOURITE BOOK?  
I’ve just finished reading Boris Johnson’s book on Churchill (The Churchill 
Factor: How One Man Made History), which I really enjoyed. I’d love to be able 
to write in that captivating way where you write having deeply researched 
something, but you make it so accessible that people actually read the whole 
thing just like that.

Comments have been shortened.   

5 THINGS 
ABOUT 
NEWTON-
KING:  

THE JSE HAS COME UNDER FIRE FOR THE 
LOW LEVELS OF BLACK OWNERSHIP. 
WHAT IN YOUR VIEW CAN BE DONE TO 
IMPROVE SAVINGS RATES AND MAKE 
IT EASIER FOR RETAIL INVESTORS TO 
PARTICIPATE IN THE JSE?  
Financial demystification is absolutely critical. That 
doesn’t start when you’re our age. It starts right at the 
very beginning, at pre-school, and I think there is a 
lot of work that people across the industry are doing 
already in this space.

As a nation, we have things rather than savings. 
That [culture] takes time to change. Then I think 
it’s important to remember that when people work, 
a large amount of their savings, through their 
retirement fund, is being invested in the market. 
That’s an opportunity for us to leverage, to help 
people realise that a portion of their salary is coming 
into the market and this is what it means to them.   

DO YOU FEEL THE JSE’S RULES TO 
ENCOURAGE MARKET TRANSPARENCY 
ARE SUFFICIENT?  
Just like trading technology, rules evolve all the time. 
In fact we pride ourselves in being a little bit ahead 
of the game on some transparency requirements. For 
instance, we were one of the first exchanges to require 
disclosure of executive remuneration at the level of 
detail that we do. 

The challenge with regulation is to make sure 
that the pitch of the regulation is at the correct 
level to appropriately protect investors, but doesn’t 
so hamstring the way people do business that they 
decide they’re not coming to the markets, or results in 
just not being possible for them to come to market in 
a manner that makes sense. So ironically it’s not just 
about more rules – sometimes it’s about fewer rules. 
Because if the regulation is not moving the dial from 
an investor protection perspective, why have it?  

DO YOU THINK THIS IS GOING TO BE A 
TOUGHER YEAR THAN 2014, WHEN YOU 
SAW THE HIGHEST NUMBER OF NEW 
LISTINGS SINCE 2007?
We don’t comment on the pipeline. Ultimately, 
companies must make up their own mind about 
when to list. Our contribution to the environment 
is the level of the regulation we set, and the price 
it costs to comply, and we try and make sure those 
are appropriately pitched. But the reality is that you 
have choices when you are looking to grow, and some 
of that will be bank funding, some of that will be 
equity funding, some will be public market funding. 
It depends on what you’re trying to achieve. ■  

editorial@finweek.co.za
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Banking on the Vaal River

I n the quest for economic progress, 
mega cit y developments are 
becoming almost commonplace in 
South Africa. First, there was 

Waterfall Estate, then Steyn City, 
followed by Modderfontein New City. 
The latest is Vaal River City, another 
mammoth R11bn project located on the 
banks of the Vaal River between 
Vereeniging and Vanderbijlpark.

Mirroring major cities around the 
world that reside on the water’s edge, 
the 250ha portion of land, with its 
sweeping, panoramic views of the Vaal 
River and 6km of river frontage, will 
form the Vaal River City development, 
which aims to regenerate this key 
industrial node in Southern Gauteng, 
once a thriving hub of the steel industry.

Central to the node’s revival is the 
Vaal River, the untapped potential of 
which the Vaal River City Development 
Company intends to unlock with its 
new hydropolis and entertainment hub.

Heading up the Vaal River City 
Development Company is CEO 
Reggie Kukama, with original owner 
Giuseppe Plumari retaining a 30% 
stake. Acquired by Plumari in 1996 and 

incorporated into Steyn City Properties, 
the 250ha site was sold to the BEE 
consortium of Kukama, Bridgman 
Sithole and Fernando Acafrao in 2008. 
The new development owns the land 
and has the commitment of government 
to partner with it towards contributing 
services and infrastructure.

“This 250ha portion of land is the 
most prominent land available in the 
region, situated among some of the 
major road networks including the R59 
and R42 and is flanked by two bridges 
that cross the river to Sasolburg. It is 
not only highly accessible and visible, 
it is also ideally situated and its 6km 
of ‘coastline’ makes it prominent and 
desirable from a leisure perspective. 
When you talk about position, position, 
position, this piece of land has all those 
attributes making it ideal for the new 
river city,” says Plumari.

Anchored by the Vaal River, the 
development will be a signif icant 
economic boost to a region with a 
stagnating economy. The region has 
historically been heavily dependent on 
a f lagging steel industry and suffers 
from poor infrastructure, a lack of 

BY GLENDA WILLIAMS

OUR VISION IS TO PROVIDE 
A RIVER CITY WITH A 

WATERFRONT THAT HAS 
PUBLIC AMENITIES THAT 

CAN GROW INTO A MAJOR 

TOURISM 
DESTINATION.
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job opportunities and investment. 
Strategically and centrally located to 
the three urban hubs of Sasolburg, 
Vanderbijlpark and Vereeniging, 
with l inks to both Johannesburg 
and Ekurhuleni, this prime location 
with waterfront accessibility aims to 
unlock the potential of the waterfront 
developments in the Emfuleni and 
Midvaal areas.

Kukama says they intend to change 
rel iance on the steel industry by 
developing the landscape that will have 
a greater focus on intensifying housing 
and economic development and tourism.

Seek ing to c reate a l iveable , 
sustainable city, the unique mixed-
use development will house a split of 
commercial, office, retail and residential 
space as well as a significant leisure 
component that includes 20ha of 
park areas with a bird sanctuary. The 
residential portion is envisaged to be 
about 20% to 25% of the development, 
while the commercial and retail segment 
will form 75% to 80% of the overall site.  

GAUTENG’S BEST-KEPT SECRET: 

THE VAAL

  An artist’s impression of the Civic Precinct Public Square.

The Vaal

I t’s popular as an inland holiday destination and a holiday home setting, with many impressive homes 
dotted along the banks of the Vaal River or around the Vaal Dam. No longer only the preserve of those 
who ski or sail, the area has undergone significant development and is home to multiple residential estates 
as well as large malls like the Vaal Mall in Vanderbijlpark that cater to an increasing retail demand.

The locale, famous for its water-sporting activities, also features multiple golf courses, hotels, a casino, a 
horse racing track, a small game and bird park, an aquadome as well as river barges providing sunset cruises. 
Its scenic landscape means that it is also extremely popular as a wedding venue.

The area also boasts a well-supported wine route, and is high on the list with mountain biking and fishing 
enthusiasts. Thrill seekers too are drawn here for its array of river rafting, quad biking and abseiling opportunities.

Little known is the region’s historic significance. The historic area has played a pivotal role in South Africa’s 
history, having been the site of the Anglo-Boer Peace Treaty signing on 31 May 1902. The area also marks the 
site of the Sharpeville Massacre and the signing of the current Constitution on 10 December 1996 by late 
President Nelson Mandela. Using local artist talent, a Square of Unity and Remembrance to celebrate this 
historic region will be constructed in the new Vaal River City development.
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Offering cycle tracks, pedestrian 
pathways, a Metropolitan bus system, 
civic centre, medical and educational 
facilities, the development will cater 
to a variety of individuals and broader 
communities in the Vaal Triangle. 
The development will also house a 
government precinct with municipal 
of f ices ,  law cour t ,  government 
departments and other centralised 
services as well as a fresh produce 
market precinct and waterfront precinct.

The locale is one where few people 
have had access to the river and one 
that the development intends to change. 
“Our vision is to provide a River City 
with a waterfront that has public 
amenities that can grow into a major 
tourism destination,” says Kukama. 
“Most other waterways in South Africa 
are privatised but this precinct model 
means the general public will have 
greater accessibility,” he adds.

The Vaal River City Development 
is one of the projects in the Southern 
Corridor that encompasses the economy 
of the Sedibeng district and it is among 
the f ive Development Corridors 
announced by Gauteng Premier David 
Makhura. 

The Sedibeng area, into which the 
Vaal River City Development falls, is 
home to natural resources like the Vaal 
River, Vaal Dam and Suikerbosrand 
Nature Reserve. It consists of three 
municipalities, Lesedi, Midvaal and 
Emfuleni with its administrative seat 
in Vereeniging. As vast as it is – it 
covers the entire southern area of 
Gauteng, an area of 4 630km² – the 

area only accounts for around 9% of the 
population of Gauteng. 

Not surprisingly, low resident 
numbers is a factor that the developers 
intend changing, aiming for a minimum 
of 60% of the people residing in the 
development coming from the Sedibeng 
area. Increasing the resident community, 
which will be made easier by upgraded 
transportation and infrastructure, will 
also increase the vibrancy of the area, 
Kukama says. 

With two universities in the area 
– the Vaal University of Technology 
and the North-West University’s Vaal 
Triangle campus – a shortage of student 
accommodation has been identified and 
the development also seeks to address 
this. Ten percent to 20% of planned 
residential accommodation will be 
for students, where current needs are 
already around 1 500, Kukama tells 
Finweek. 

Capturing the historical legacy of 
the Vaal vicinity, the symbolic city 
will have a theme that symbolises 
the history of area and will feature 
monumental sculptures or examples of 
the rich heritage abundant in the region. 
The river city complex architecture 
is intended to be uncluttered and 
contemporary and will incorporate green 
buildings designed and constructed to 
reduce impact on the environment.

Kukama says that the multibillion-
rand mega development – estimated to 
be a 10-year project – will break ground 
later in the year, with basic services 
infrastructure – a large chuck of which 
is sewerage – costing R500m. 

Vaal River City has been a vision for 
many years, says Kukama, and they are 
now realising that dream. “Vaal River 
City will transform this neglected piece 
of land and will be the highlight of the 
Southern Corridor. This development 
will be a catalyst for further investment 
and economic development in the area 
and residents will directly benefit. The 
country’s landscape is changing with 
developments such as the Vaal River 
City, and this will leave an economic, 
institutional and environmental legacy 
for future generations.” ■

editorial@finweek.co.za

FACT BOX
Planned investment 
by developers: 

R4bn
Total development cost: 

R11bn
Jobs opportunities 
during construction phase: 

10 000
Job opportunities during 
operational phase: 

19 000
Estimated spin-off 
in corridor: 

R21bn
Commercial/offices: 

400 000m2

Leisure – retail/hospitality: 

60 000m2

Bird Sanctuary/Parklands: 

20 hectares
Residential component: 

5 000 units

MOST OTHER WATERWAYS 
IN SOUTH AFRICA ARE 
PRIVATISED, BUT THIS 

PRECINCT MODEL MEANS 
THE GENERAL PUBLIC 
WILL HAVE GREATER 

ACCESSIBILITY.

 An artist’s impression of the 
shopping centre with the river in 

the foreground.

The Vaal
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I t is every investor’s dream − 
backing an independent computer 
game development company that 
makes it into the big leagues. 

Microsoft paid $2.5bn (R29.9bn) for 
Minecraft, but SA’s developers of Desktop 
Dungeons couldn’t find investors. That 
is, not until they started raking in the 
cash.

In early 2011, Danny ‘Dilekcia’ 
Day was desperate. The year had 
barely begun, and the game he had 
developed with Marc ‘Aequitas’ Luck 
and Rodain ‘Nandrew’ Joubert, who 
originally conceived the idea for a 
quick ‘dungeon crawl’ had just won 
a major international accolade − the 
Independent Games Festival Award 
for excellence in design. He wanted 
to showcase it at a huge international 
expo, but the situation seemed hopeless 
because they had run out of money.

Called Desktop Dungeons, the game 

– which is a combination of exploring, 
fighting, looting and fulfilling divine 
requests – beat Minecraft to take the 
award. You know Minecraft − that 
cubist virtual world in which people 
play by breaking and building things. 

Day had been in San Francisco 
rubbing shoulders with the videogame 
world’s elite, but now he was home, 
and the money for developing Desktop 
Dungeons had run out. This just as the 
team had been invited to showcase 
its prize project at the Electronic 
Entertainment Expo (E3). 

Based in Los Angeles, the trade 
fair is a really big deal – sort of like the 
Cannes Film Festival of the computer 
and video games industry. It is where 
the developers meet buyers and retailers 
of games, where distributors come to see 
what’s new, where venture capitalists 
hope to find the next big thing in the 
indie section, and the big gorillas of the 

sector flex and flash new releases.
“We were at the end. We were 

existing on multiple credit cards. 
After winning at the Independent 
Games Festival Award, E3 wanted 
us to exhibit, but we didn’t have any 
money,” Day tells Finweek. “Here was 
this dream opportunity and we didn’t 
have any money. So basically we begged 
borrowed and stole other people’s air 
miles until we could eventually afford 
one ticket.”

Desktop Dungeons was conceived in 
early 2010 when Joubert put a rough 
prototype of the game on a local game 
development forum. The game was an 
immediate hit with the other forum 
users and it exploded from there. Day 
and Luck, who also frequented the 
same forums, took notice and saw the 
game’s potential. They invited Joubert 
to join their games development 
company, QCF Design, so they 

BY MANDY DE WAAL AND JON PIENAAR

Big (video) game hunting
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could finish the game together. The 
alpha version of Desktop Dungeons was 
released at the end of 2010, and QCF 
was using a war chest of cash they’d 
made from corporate work to fund the 
build.

SAVED BY PRE-ORDERS, 
AND PAYPAL
“I f lew to the States in June, and before 
I f lew we didn’t know what we were 
going to do with funding. Because of 
the award, I was courting international 
funders who weren’t terribly interested 
in the fact that we had won an award. 
They said: ‘You can’t make money 
off of an award.’ They were only 
really interested in funding us once 
we had finished the game and it was 
commercial ly set to start making 
profit,” Day says.

A month before Day headed off 
to E3, PayPal had launched in this 

country. “When PayPal launched we 
decided that we would do pre-orders 
for Desktop Dungeons,” says Day, who 
got on the plane even though the trio 
couldn’t afford the trip. Day took his 
seat on the plane as pre-orders went 
live. A few minutes later, he was on his 
way to the US via Dubai.

“By the time I got off the plane in 
Dubai, we could afford the entire trip. 
By the time I had completed the leg to 
Los Angeles and dashed to E3 to start 
demoing the game, we could pretty 
much afford to continue developing 
the game for the next year,” says Day.

“The pre-orders worked well for us 
and we turned this into an open beta 
[trial testing], and for the next two-
and-a-half years we released a new 
version of the game every Friday to our 
beta subscribers. People could buy the 
game for $10 [R120], or $20 [R240] 
if they wanted to support us. Some  
13 000 people bought the game that 
way, so when we released the game we 
didn’t need venture capital anymore.”

STEAMING AHEAD
At E3, Day would seal a deal that would 
remarkably alter the future fortunes of 
those involved in Desktop Dungeons. 
On the last day of the convention and 
exhibition, the video games developer 
would ink a partnership with a digital 
distribution company based in the US 
called Steam. Steam is the world ’s 
largest online distributor of video 
games for personal computers; software 
on a user’s PC connects via the internet 
to the Steam server, from which games 
can be bought, downloaded and 
automatically upgraded.

Some 4 500 games can be found on 
Steam, which boasts a community of 
12m active users, with anything from 
6m to 9m people playing concurrently. 

For game developers, this platform 
is the dream distribution network. 
Because there are so many users, and 
no material product costs, games can 
be offered to a wide market at an 
affordable price. The cut that Steam 
takes is relatively small. When Day 
managed to get Desktop Dungeons 

INSIGHT

“WE WERE AT THE END. 
WE WERE EXISTING ON 
MULTIPLE CREDIT CARDS. 
AFTER WINNING AT 
THE INDEPENDENT 
GAMES FESTIVAL 
AWARD, E3 WANTED 
US TO EXHIBIT, BUT WE 

DIDN’T HAVE 
ANY MONEY.”

The international gaming industry 
is huge − bigger in revenues than 
the US film industry, earning an esti-
mated $76bn (R912bn) per year. In 
SA alone, PwC estimates that 
R1.4bn is spent on video games for 
computers, cellphones, tablets and 
consoles. 

But, Danny Day cautions, this is 
no indication of the current state of 
game development in the country. 
“Of that R1.4bn, none of it goes into 
the local scene,” he says, adding: 
“It’s all going to big international 
corporations, big international dis-
tributors and hardware sellers. Very 
little of it actually stays in the coun-
try, even in the retail space, because 
your mark-ups are so small.”

Make Games South Africa 
(MGSA), the association of inde-
pendent game developers, ran a 
survey this year to get an idea of the 
size and scope of the local industry. 
There were 40 active game devel-
opment companies that responded, 
which overall have directly created 
253 jobs, showing a 5% growth 
from 2014. Together the organisa-
tions released a total of 67 games in 
the 2014, and the declared value of 
these organisations is about R53m, 
an 82% growth from last year.

A CLOSER LOOK 
AT THE GAMING 
INDUSTRY
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published on Steam, it opened up a 
massive market to the developers. 

To put it in perspective, Day says 
that the 13 000 people who bought 
the game during the beta testing phase 
helped the developers almost break 
even. “But we sold more than that on 
Steam in our first week of release… in 
our first month I think we did about 
R1.4m in terms of revenue, and it just 
kept growing from there.”

To create interest and sell more 
games, Steam holds regular promotions. 
Says Day: “We were on sale as part of 
the Steam holiday sale on the first of 
January 2014, and I think we did R1m 
in eight hours.” Day is characteristically 
disarming about this success, saying, “I 
was a little bit freaked out. But that’s 
the dream, and that’s why I say that 
building your own IP is way more 
lucrative than doing other things.”

A COMPLETE TURNAROUND
How does it feel to be such a massive 
success? “It’s amazing. I don’t just have 
goosebumps from the cold,” he laughs, 
pointing at his arm. What is he going 
to do with the money? “Everybody who 
works with us gets a revenue share on 

the project they’re working on,” he says 
and adds that the company also gets a 
cut as a return for funding everything.

But most of the money wil l be 
reinvested. Two new people have been 
hired, swelling the team’s numbers to 
five. After their success, the founders 
are driving better cars, but that’s as far 
as they want to go. “The best thing for 
us to do now is to figure out what we’re 
going to be making next.  We have one 
or two projects lined up,” he says.

How does Day feel about not having 
an investor? “Of course, as soon as we 
started making money, as soon as we 
did the pre-orders, everybody wanted to 
fund us. They were like ‘Oh wait! You’re 
successful, we want to give you money’, 
and I was like: ‘Hello? Four months ago, 
where were you when we needed you?’ 
But it is much better this way.

“So I’m really happy. It allows us to 
do weird stuff with the company like 
give everyone a share and do things 
that build a team rather than hiring 
‘employees’. The fact that we don’t 
owe anyone, outside of the people who 
actually did the work, anything, that’s 
really useful,” he says. ■

editorial@finweek.co.za

IN OUR FIRST MONTH I 
THINK WE DID ABOUT 

R1.4M 
IN TERMS OF REVENUE, 

AND IT JUST KEPT 
GROWING FROM THERE.
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SOUTH32
Best to sit tight
SOUTH32 IS BEING spun out of BHP 
Billiton* in a ratio of one new South32 
share for every BHP Billiton share you 
held at close on 18 May. The new South32 
will list on the JSE on 25 May.

Initially, we will likely see some price 
weakness, especially as those receiving 
fewer than 10 000 South32 shares could 
elect to have them sold immediately on 
their behalf, thus creating an overhang of 
sellers.

After this initial bout of selling, 
normality will resume and I think one of 
the key drivers here will be the potential 

for an offer for the company. It is well 
known that X2 Resources, run by Mick 
Davis (formally of Xstrata) has piles of 
cash and is looking for some assets to 
buy and the South32 assets could well be 
on his radar.

At the end of the day, I will be a seller 
of South32 as I do not want to hold 
second-tier commodities unless prices 
are booming. But I am looking to get a 
better price for my shares and I think 
we’ll get those higher prices six or 12 
months down the line. ■

*The writer owns shares in BHP Billiton.

Warren Dick
Last trade
ideas

PETMIN 
A cracking set of results
YOU’VE JUST GOT to lick your lips 
when you see that the company you are 
about to write an article on has put a 
little cautionary through Sens (on 18 
May). So what’s going on there?

The reason Petmin originally piqued 
my interest was largely due to some 
directors buying shares during March 
and April. Not a lot to be sure, but it’s 
always worth a snif f. The buying 
preceded an operational update for the 
nine months ending March, which was 
encouraging at the very least. 

Petmin has been a topic of discussion 
in this column before, but if you aren’t 
familiar, the company’s main operating 
asset is the Somkhele anthracite mine 
located in KwaZulu-Natal. For the 
period, anthracite production increased 
by 23%, anthracite sold increased by 
35%, and the production cost of 
anthracite fell by 9% to R694/ton. 
Energy coal (a by-product) also really 
started to take off with an increase in 
production of 58%.

This was on the back of interim 
financial results to end December 2014 

that saw headline earnings rise by 48% 
to 8.4 cents a share. The share price is 
currently at R1.42/share, the equivalent 
of a price-to-earnings ratio of 8.53. 

But don’t take my word for it. “We 
thought they delivered a cracking set of 
results recently. On our calculations, the 
company is currently trading at 8 times 
the annual earnings of Somkhele, in a 
tough coal market,” says Nic Stein, 
co-manager of the Coronation Resources 
Fund.

While that looks cheap, there is still 
more to come. The company is planning 
on listing its iron sands project located in 
Canada at a price of 50c/share. “North 
Atlantic Iron Corporation will be the 
cream on top if the listing goes ahead as 
planned,” says Stein.

This may well be what the cautionary 
relates to. But let’s unwind this. Subtract 
the 50c a share from R1.42, which gives 
you 92c. Say earnings are 15c for the full 
year (they really could be more), then you 
are buying a really good anthracite mine 
for 6 times earnings. That’s a buy. ■

editorial@finweek.co.za
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Holdsport is a sports and 
outdoor goods retai ler. 
Sportsmans Warehouse is 
the major contributor of 

revenue (74%), followed by Outdoor 
Warehouse (23%) and Apparel 
Wholesale (3%).

Since relisting in 2011, Holdsport 
has consistently earned above 20% 
return on equity. The company earned 
R188m on its initial equity capital of 
R900m. This 21% return on equity falls 
in line with the group’s performance 
over the previous five years.

A f ter  s evera l  yea r s  of  poor 
performance, Outdoor Warehouse 
has improved meaningfully as more 
management resources and attention to 
a unique strategy have been put into play.

The group is carving a niche in 
the retail market. Management has 
focused on sports equipment and 
shied away from placing too large 
an emphasis on apparel. Apparel 
offers attractive margins, but brings 
increased competition with the major 
fashion retailers. The relative success 
of this differentiation can be seen in 
the level and stability of the group’s 

Holdsport: An attractive 
investment proposition 

gross margin history. Additionally, 
the sporting and leisure goods market 
is not as exposed to fashion trends as 
other retail sectors. Inventory has lower 
fashion obsolescence risk. As a result, 
Holdsport ’s inventory markdowns 
are low by industry standards, further 
preserving margins.

The returns on capital achieved 
by Holdsport are steady and likely to 
remain so, given that the company 
operates in a relatively stable industry. 
Anecdotally, South Africans are keen 
and regular buyers of sporting and 
outdoor goods and, while these are 
highly discretionary items, it is likely 
that South Africans will still be playing 
sports and requiring equipment in five 

or 10 years’ time. 
The majority of capital is invested 

in inventory and leased stores with 
leases generally lasting f ive to 10 
years. Locations are in value centres or 
standalone stores in recognised retail 
nodes, but the group is increasingly 
turning to malls. Big-format stores are 
used, which allows for a larger range of 
products to be offered and the group 
is currently piloting Sportsmans and 
Outdoor Warehouse stores adjacent to 
each other or under the same roof.

Holdsport acquires about 70% of 
inventory from local suppliers and the 
balance from international suppliers, 
although local suppliers import most 
of their merchandise. With long 
lead times, inventory turnover is low 
when compared to fashion retailers. 
Additionally, the group has struggled 
to sell big-ticket items in recent years. 
This was seen in inventory turnover 
trending down prior to financial year 
(FY) 2015 results, which showed a 
slight improvement.

Although the company aims to 
open two new stores per year, one store 
was opened in FY 2015, three were 
expanded and four were relocated. 
Lease agreements have been signed 
for four new stores in FY 2016, three 
of which have already been opened and 
management has described trading at 
these stores as satisfactory. 

At the current dividend cover 
level, 20% of earnings are retained. 
Management has expressed its intention 
to further lower the dividend cover 
going forward without specifying a 
specific level. Coupled with current 
valuations, Holdsport is an attractive 
investment proposition. ■

editorial@finweek.co.za

PRO PICK

BY SELEHO TSATSI
 Investment analyst, Cannon Asset Managers
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The Absa Multi-Managed Bond Fund was originally set up as a ‘building block’ for the fixed 
income component of Absa’s multi-asset funds. “In August of 2010, it was established as 

a standalone fund,” says fund manager Neville James. Since then it’s not done too badly – it 
was recently the recipient of a Morningstar award for the best fund in its category.

AS A MULTI-MANAGED FUND, its uses two external managers – in 
the form of Prescient and Coronation – who manage the money on 
behalf of investors. “The investment managers have absolute return 
targets written into the mandate,” says James. This means the returns 
must exceed 2.5% per annum above the consumer price index (CPI), 
regardless of market conditions. With CPI currently at 4%, this would 
imply the fund must achieve returns of 6.5% in the current period, 
something that it seems to be doing quite easily at the moment. 

In terms of the types of instruments the managers can invest in, 
James says that “these have to be bonds issued by the government 
or corporates that meet certain credit criteria, and in order to achieve 
the returns we want, the fund is restricted to holding a maximum of 
5% in cash”. 

You can see the way the fund has been positioned by looking at 
the accompanying table entitled Duration allocation, which shows the 
different maturities of instruments in the fund. The fund is overweight 
exposure in the one- to three-year category. “Basically, we think inflation 
is going to be relatively subdued and interest rates flat for the foreseeable 
future,” says James. This implies the fund will be less influenced by 
interest rates in the future than a bond fund with more duration would be. 

“The purpose of the fund is to generate 
bond like returns without the volatility,” 
explains James. The focus on absolute 
return means the fund should also be 
more consistent in the type of returns 
it delivers. Based on its relatively brief 
track record, it’s been able to do this. 

The fund is suitable for investors looking 
for yield with minimal risk. ■

editorial@finweek.co.za

WHY  
FINWEEK WOULD 
CONSIDER ADDING IT  

Fund manager insights

A bond fund with 
some different traits
ABSA MANAGED BOND FUND
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DURATION ALLOCATION  
(AS AT 31 MARCH) %

1. Cash 19.8%

2. 1-3 years 17.6%

3. 3-7 years 16.7%

4. 7-12 years 15.4%

5. 12+ years 4.4%

6. Inflation-linked bonds 13.5%

7. International bonds 12.2%

8. International cash 0.4%

TOTAL 100%

FUND IN FOCUS

BY WARREN DICK

FUND INFORMATION
Benchmark: BEASSA ALBI Total Return Index

Portfolio manager: Neville James

Total Expense Ratio (TER), Class B: 1.04%

Fund size (Rm): 1 870

Contact information: www.absainvestments.co.za  
and 0860 111 456

FUND PERFORMANCE  (TO END DECEMBER) 
1 year 3 years* 5 years*

Absa Managed Bond Fund 9.82% 9.71% 10.38%

Benchmark 12.44% 8.96% 9.67%

*Annualised.  Source: Absa Investments

MORNINGSTAR  AWARDS 2014:  BEST  DIVERSIFIED  BOND FUND



With a rising middle class 
and an increase in 
chronic diseases, South 
Afr ica has seen a 

growing demand for healthcare services.
Netcare, the country’s second-largest 

private hospital group based on market 
capitalisation with operations in SA and 
the UK, reported a 16% increase in profit 
after tax to R1.1bn for the six months to 
end March. The period was characterised 
by a strong performance from its South 
African operations, and a further 
improvement by its subsidiary BMI 
Healthcare in the UK, it said.

Netcare investors have enjoyed robust 
years of persistent upside, with the share 
price jumping 64% over the past 12 
months alone. A continuous trend of 
good results has kept a steady upward 

Netcare: Wait for a 
recovery before selling  
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KILLER TRADE

NETCARE LIMITED

52-week range: R26.51 - R44.38

1-year total return: +55.7%

Current P/E ratio: 24.9

Market capitalisation: R62.3bn

Earnings per share: R1.69

Dividend yield: 2.04%

Average volume 
over 30 days: 3 855 126

SOURCE: Bloomberg.com

momentum, with the trend steepening 
from March 2014 – effectively forming 
the final phase of a major bull trend. 
Because the group’s revenue is split 
almost 50/50 between SA and the UK, a 
weaker rand is beneficial to the company.

Not even the heated debate regarding 
private hospital costs, or government’s 
proposals, such as the National Health 
Insurance (NHI), swayed investors. 
Netcare is generally considered as a 
defensive stock because healthcare 
services are in demand regardless of the 
economic cycle, even during times of 
recession.

As its latest interim results show, the 
group’s growth story continues. But the 
recent dip in share prices over the last 
month indicates an exhausted trend 
to me. Understandably so – Netcare 

BY MOXIMA GAMA

is trading on the third and final phase 
of its primary bull trend, and usually 
a correction is imminent in that case, 
irrespective of any positive news flow.
POSSIBLE SCENARIO: Netcare could 
be topping out. It has pulled back within 
the third phase and is teetering on its 
support trendline. It may hold there, 
given the oversold relative strength index 
(RSI). But a reversal below 4 440c/share 
would mean that there are fewer buyers, 
and the third support trendline may well 
be breached. I’m cautious on Netcare, 
and suggest investors prepare to reduce 
longs if Netcare reaches a ceiling at  
4 440c/share. I would recommend a 
short below 3 550c/share as downside 
to the 2 960c/share support level could 
then ensue.
ALTERNATIVE SCENARIO: Upside 
above 4 440c/share would extend the 
third phase to new highs, and because 
Netcare would be trading in the final 
phase, upside may be rapid. However, a 
major pullback would still be looming, 
in which case I would suggest selling 
gradually on every uptick to maximise 
profits. ■  

editorial@finweek.co.za
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The internet is an amazing 
th ing − whatever  you r 
passion, you’ll be able to find 
like-minded people from 

around the world to share it with. So if 
you only collect stamps with steam 
trains on them, you’ll find like-minded 
people from around the world, but 
you’ll never meet the person living next 
door who only collects stamps with 
semi-precious stones on them. In the 
world of stamp collecting, this is not a 
concern, but in the world of investing 
it most definitely would be a problem.

The problem is that we become so 
immersed in our bubble and become so 
blinkered that we can miss significant 
things that sit outside of our belief 
system.

One of the most important, yet 
hardest, things we need to do in life 
and in investing is to find people who 
disagree with us. The problem with the 
vastness of the internet is that I need 
never hear a single comment from 
somebody who doesn’t agree with me. 

On Twitter, for example, I can 
ensure that I only follow people who 
say things that I agree with; I can block 
those who disagree. I can make sure 
that I only read articles that support 
my investing view while ignoring 
everybody else’s views. Ultimately, I 
am living in my bubble and pretending 
nothing else exists or matters, but the 
world outside of my bubble does exist 
and it does matter.

IT MATTERS VERY MUCH.
Regardless of how confident we may 
be in a particular view on a stock or 
strategy, just because we believe it 
does not make it true. Further, a rising 
share price doesn’t make us right about 
a specific stock. Sure, we’re making 

Be sure to look beyond 
your investment bubble

BY SIMON BROWN 
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money at that moment, but when we 
invest for decades a rising price that 
may only last a few months or a year or 
two is of little use.

I follow people on Twitter who I 
think are crazy, people whose advice 
I would never take in a million years. 
In fact, I actually take it a step further: 

I ask them to always send me articles 
that I wil l disagree with, I want 
them to keep me on my toes. I want 
them to keep me thinking, thinking 
about things that I don’t agree with. 
Otherwise I get stuck in my comfort 
zone, believe everything I say and 
think and, before I know it, I’ ll get 
taken out by the market because I’ve 
missed the big picture.

An example is from my recent 
column on the ‘sell in May’ theory (Pay 
no attention to May doomsayers, 15 May-
21 May issue). Every year it pops up 
and I dismiss it. But a few people will 
tweet me some ‘evidence’ that I read 
and that then forces me to go off and 
find the other side of the evidence. Of 
course I then decide the ‘sell in May’ 
thing is silly. But I need to keep on 
testing it.

So, firstly, start reading things you 
don’t agree with. Find some people to 
read and/or follow whom you think 
are totally wrong. Read what they 
have to say, consider it and continually 
critique yourself, your strategy and 
your investments. We can never buy 
a share or decide on a worldview and 
sit back thinking all the hard work has 
been done. There is still lots of work 
that we continually need to do, not 
only to keep ourselves sharp, but to 
consistently check we’re right.

Secondly, be prepared to change 
your mind, in a sense admit that you 
were wrong. This is usually painful, 
but if you’re wrong, sticking to a wrong 
strategy would be truly painful.

This process of always inviting 
in thoughts you disagree with is 
ongoing, and changing your thinking 
is also ongoing, albeit generally a slow 
process. But better slow than never. ■ 
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INVEST DIY

THE PROBLEM IS THAT WE 
GET TOTALLY INTO OUR 
BUBBLE AND BECOME SO 
BLINKERED THAT WE CAN 
MISS SIGNIFICANT THINGS 
THAT SIT OUTSIDE OF OUR 
BELIEF SYSTEM.



SABMiller announced that it’d bought 
UK craft brewery Meantime Brewing  
Company, ironically just as MillerCoors 
(owned by SABMiller) is being sued in 
California for selling Blue Moon as a 
craft beer when in fact it is not. It is 

based on a technicality that a craft 
brewery must produce fewer than 6m 
barrels a year; Blue Moon produces 
much more. Win or lose it’s not going 
to have any impact on SABMiller 
profits, but craft beer is a space that the 

big breweries are very interested in as 
demand increases and profit margins 
are higher. ■   

editorial@finweek.co.za
*Finweek is a publication of Media24, 
which is a subsidiary of Naspers.    

BY SIMON BROWN

NO IMPACT ON PROFITS

Simon’s stock tips  

Tencent results again showed 
the massive value of the business 
that is 34% owned by Naspers*. 
Not only is Tencent making real 
profits, but if one values it against 
Facebook, then Tencent is easily 
trading at a discount of perhaps 
as much as 50% compared to 
the social media giant. If you 
buy Naspers right now, you are 
only really paying for the current 
stake in Tencent with all the 
other assets such as DStv, OLX 
and others for free. You are also 
getting the Tencent stake at a 
discounted price.
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NOT LIKELY TO CHANGE 
QUICKLY  
On the other side of the coin were the 
results from Life Healthcare that saw 
revenue and dividend higher, but HEPS 
weaker. The HEPS was hit by finance 
costs as debt has increased by more than 
R1.5bn over the last year. This is due to 
acquisitions in both India and Poland, 
and neither is yet pumping profits back 
to Life Healthcare. This will of course 
change in time as the prof its start 
to f low and debt gets paid off. With 
hospitals, one of the first numbers I look 
for is the occupancy levels (basically 
hospitals are fancy hotels and occupancy 
is critical). Here, the group increased 
by a fraction to 70.7%, although it 
did add more beds. Now, I would 

have thought that around the 70%-
75% occupancy levels would be pretty 
much the best a hospital could do, but 
looking at global examples I found that 
the majority of hospitals are above 80% 
occupancy, with a number even at 90% 
or 95%. So, there is certainly scope 
for much higher occupancy levels and 
hence greatly increased 
profits, but I suspect the 
number is not likely to 
change quickly.

MOVING UP THE CONSUMER 
CHAIN  
Brait surprised the market again as it 
continued its spending spree, this time 
buying 90% of New Look in the UK 
for almost R15bn. This is hot on the 
heels of the Virgin Active deal that in 
itself was hot on the heels of the Pepkor/
Steinhoff deal. What the company has 
done with these three deals is move 
up the consumer chain as Pepkor was 
aimed at lower income, while the two 
new deals both aim at middle and upper 
income. But what they have also done 
is essentially shift from a local South 
African company to a much more 
international business. Sure, Virgin 
Active is mostly South Africa-based, 
but Steinhoff is increasingly European 
and New Look is UK based. 

A STRONG POSITION  

RESULTS SHOW 
MASSIVE VALUE 

The Mondi interim management 
statement sent the stock soaring 
higher as it hit all the right 
buttons. Volumes were up, prices 
were higher and input costs were 
down; shareholders can ask for 
nothing more from a business. 
In the case of Mondi, what it 
also has is a very strong balance 
sheet that puts the business in a 
very strong position. Taking all 
this into account, on a historic 
P/E of around 18 times and a 
forward P/E of some 16 times, 
the stock is not incredibly cheap, 
but compared to the overall 
market, Mondi is certainly 
cheaper than most other stocks.



In a previous article, I asked you to 
imagine your perfect summer 
holiday at your dream destination. 
Now imagine that same holiday 

while having a bad bout of the flu. Your 
body is aching, your head is pounding 
and you are running a fever. I hardly need 
to explain why this holiday would turn 
out to be a miserable one. Why is this? 
The answer is simple: your emotions are 
negatively influenced by your illness.

In my opinion, very few reports by 
analysts and economists ever take one of 
the most important aspects of investing 
into consideration: the impact of emotions 
on investments. However favourable or 
well-priced an investment may appear, if 
illness causes you to feel miserable, it may 
seem like a poor investment.

It has been a long time since this 
phenomenon has been more obvious in 
the share market than in the last five 
years. The world economy has been ‘flu-
ridden’ since 2009. With the markets 
booming lately, emotions are definitely 
running high when we take a look at 
current market ratings. Comments are 
f lying around about how the markets 
are trading higher because of lower 

interest rates and how things may just 
be different this time. 

If your investment choices are not 
based on probability, they are based on 
eagerness or fear (emotions) and this 
places you in danger of seriously burning 
your fingers. We saw an example a few 
weeks ago when the local share market 
declined by 2.2% between Monday, 
4 May, and Thursday, 7 May, only to 
increase by over 1% at the end of the 
week (8 May). This great volatility is 
a clear indication that emotions are 
running high and that they are playing 
a massive role in market movements.

Emotional investment can seldom 
be better explained than by looking at 
one of my favourite local shares, MTN. 
After the company released great results 
year after year, MTN’s share price 
doubled in the three-year period from 
September 2011 to September 2014 with 
a price-to-earnings (P/E) ratio of 17, still 
not trading at a rating that is too high. 
Suddenly, we had the oil price collapse 
on our hands, and with MTN’s great 
exposure to oil-producing Nigeria due 
to its presence in the country, investors 
felt that this may have a very negative 

effect on the company, resulting in a 
24% decline in share price from levels 
around R260 to just under R197 only 
three months later.

Emotions (fear) made way for good 
financial news, pushing the share 
price back to over R240. I have no 
doubt that investors certainly did 
not see this as a joyride and that 
any investor who purchased MTN in 
September 2014, experienced the 
following emotions:
■ DENIAL: “Why did I buy MTN?”
■ REMORSE: “How could I have been 
so stupid?”
■ SHOCK: You go to bed after the 
MTN share price had already declined 
by 10%, in the hopes that when you 
wake up the next morning, it would all 
have been just a nightmare.
■ OBSESSION: You keep fretting 
about the capital you used to own.
■ GAMBLING: Now that MTN has 
decreased by 10% since September 
levels, you decide to borrow money to 
trade yourself out of your loss, only to 
find the price dropping by a further 
14%.
■ FEAR: With prices below R200 and 
at nearly a quarter of your capital lost, 
you decide that you have had enough 
and sell everything.
■ REGRET: At current levels, you would 
be utterly disappointed in yourself, 
thinking, ‘If only I hung in there a little 
bit longer.’

This is where most investors 
(including professional investors) make 
mistakes, as investments, especially in 
shares, must be done with a long-term 
view in mind. 

One thing remains for sure: emotions 
and investments should not go hand in 
hand. ■

editorial@finweek.co.za
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Invest with a clear mind 
and not a weak heart

BY SCHALK LOUW
Portfolio Manager at PSG Wealth

MONEY

SOURCE: PSG Old Oak
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Debt review: Your lifeline  
BY KRISTIA VAN HEERDEN

Last week we encouraged you to take a long, hard 
look at your debt and offered advice on how to start 
tackling your debt burden. This week we consider 
what to do when paying back debt is impossible 

and delve into your consumer rights.

ARE YOU IN TROUBLE?  
According to Didi Sebothoma, spokesperson for the 
National Credit Regulator (NCR), the following might 
indicate that you are in trouble:
▶  Receiving calls from credit providers because you’ve 

missed or have skipped payments.
▶  Missing repayment deadlines.
▶  Paying less than your monthly instalment.
▶  Receiving letters of demand and summons from credit 

providers.
▶  Borrowing money from friends and micro-lenders to pay 

monthly instalments.

If you’ve been unsuccessful in negotiating reduced 
instalments with your credit provider, Sebothoma says that 
you might have to consider going under debt review. To do 
so, you have to contact a registered debt counsellor in your 
area or contact the NCR for assistance.

Debt review could be the only thing standing between 
you and bankruptcy, Sebothoma says. It could be the lifeline 
you’ve been hoping for, but it comes at a price.

“Once the consumer is under debt review, he can’t access 
credit for the duration of the debt review period until that 
debt is paid up. Once the debt is paid up, a debt counsellor 
will issue a debt clearance certificate for short-term credit 
within seven days. A consumer will thereafter be able to 
access credit,” he explains.  

ON THE RIGHT SIDE OF  
THE LAW
On 1 April last year, the so-called credit amnesty act took 
effect. Credit bureaus were required to remove all adverse 
consumer credit information from consumer records. The 
legislation ensured consumers with tarnished credit records 
could gain easier access to credit in future. According to 
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Simone Monty, partner and head of 
consumer credit and data privacy at 
Hogan Lovells, consumers viewed this 
change in legislation as a victory, but the 
legislation in no way erased outstanding 
debts.

“Although certain information will 
be removed from credit bureau records, 
credit providers will still have a history of 
how accounts had been paid or defaulted 
upon. They could decide to not provide 
further credit unless repayments are 
made,” she explains.

The National Credit Amendment 
Act and Affordability Assessment 
Regulations took effect in March this 
year. These regulations were put in 
place to protect consumers from dubious 
credit providers, but Monty says that the 
application process may be longer and 
require additional input.  It may become 
more difficult to receive credit and the 
cost of credit may increase as the cost 
of compliance increases for the credit 
provider. 

Here’s what you need to know 
about the Amendment Act and 
Regulations:

• AFFORDABILITY ASSESSMENT: 
A credit provider is now mandated to 
implement affordability assessments and 
evaluation mechanisms consistent with 
the regulations. 

• DISCRETIONARY INCOME: 
The affordability assessment requires the 
credit provider to calculate an affordable 
instalment based on your discretionary 
income. 

• EXISTING FINANCIAL MEANS 
AND PROSPECTS: 
A credit provider is required to take 
feasible steps to assess your discretionary 
income to determine whether you have 
the financial means and prospects to pay 
the proposed credit instalments.

• VALIDATION: 
The credit provider must take practical 
steps to validate your gross income 
through your last three payslips or bank 

statements showing at least three salary 
deposits. If you don’t receive a salary, 
the credit provider must require the last 
three documented proofs of income or 
the latest three months’ bank statements. 
If you are self-employed, informally 
employed or do not receive a payslip or 
proof of income, the credit provider must 
require the latest three months’ bank 
statements or latest financial statements, 
as the case may be. 

• VARIANCE: 
If your gross income shows material 
variance, the average gross income over 
a period of no less than three pay periods 
preceding the credit application must be 
used by the credit provider.  

 
• DOCUMENTATION: 
Yo u  m u s t  p r o v i d e  a u t h e n t i c 
documentation to the credit provider to 
enable them to conduct the affordability 
assessment.

 
• FULL DISCLOSURE: 
You are required to accurately disclose all 
financial obligations to enable the credit 
provider to conduct the affordability 
assessment.  

 
• EXISTING FINANCIAL 
OBLIGATIONS: 
A minimum expense norm table is 
inserted into the regulations and this 
must be used by a credit provider when 
conducting the affordability assessment. 
All monthly debt repayment obligations 
in credit agreements, as reflected on your 
credit profile, must be included, as well 
as maintenance obligations and other 
necessary expenses.

 
• DEBT REPAYMENT HISTORY: 
The credit provider has to consider your 
debt repayment history within seven days 
immediately prior to the initial approval 
of credit, or the increasing of an existing 
credit limit, and within 14 days with 
regard to mortgage agreements.

 
• OUTCOME OF AFFORDABILITY 
ASSESSMENT: 
If you aren’t satisfied with the outcome 

of an affordability assessment, you have 
four dispute resolution options:  
▶  You are entitled to lodge a complaint 

with the credit provider.
▶  The complaint can be referred to the 

Ombud.
▶  If need be, the complaint can be 

referred back to the National Credit 
Regulator.

▶  The last resort is to refer the dispute 
to court. ■  

editorial@finweek.co.za

DEBT REVIEW COULD 
BE THE ONLY THING 
STANDING BETWEEN 
YOU AND BANKRUPTCY, 
SEBOTHOMA SAYS. IT 
COULD BE THE LIFELINE 
YOU’VE BEEN HOPING FOR, 
BUT IT COMES AT A PRICE.   

Simone 
Monty



SA fraud a 
billion-rand industry
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BY JUSTINE OLIVIER

The local banking industry as a 
whole recorded R191m of 
online fraud, and R123m 
worth of counterfeit card 

fraud in 2014, according to statistics 
from the Absa Card Division. While 
the introduction of chip cards has 
he lped  to  c l a mp dow n on 
counterfeit card fraud, online fraud 
is growing as fraudsters seek to 
bypass the chip card, it said.

What’s more, the South African 
Banking Risk Information Centre 
(SABRIC) found that credit card fraud 
increased by 24% from R366m in 2013 
to R453.9m in 2014. This is a massive 
jump considering al l the security 

measures that are in place to protect 
the consumer. Identity theft costs the 
local economy around R1bn each year, 

according to credit bureau Compuscan.
“It’s concerning to see that there is 

an increase in identity fraud,” says Frank 
Lenisa, director at Compuscan. “What 
worries us even more is that consumers 
are often unaware that they have fallen 
victim to such a crime, and this could 
have a severe negative knock-on effect 
in their ability to obtain credit in the 
future.” 

Unfortunately, as technology and 

MONEY

CREDIT CARD FRAUD 
INCREASED BY 24% FROM 
R366M IN 2013 TO 

R453.9M 
IN 2014.
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Tips that will assist you in not 
becoming a victim of fraud, 
according to the Southern African 
Fraud Prevention Service:

1. Shred all documentation that 
contains your personal informa-

tion – do not throw anything away 
that someone else could use to imper-
sonate you. 

2. Always remain attentive at  
ATMs.

3. Make sure that your online 
accounts have strong pass-

words that aren’t easy to decipher.

4.Never respond to an email that 
asks you to update your per-

sonal and banking information by 
clicking on a website link provided in 
the content of the message.

5. Be very selective with the type 
of information that you share on 

social media sites and make use of 
privacy settings.

6.Only carry your ID book or pass-
port when it is absolutely neces-

sary, otherwise keep them safely 
locked away. 

7.Do not be taken in by scammers 
who send messages telling you 

that you have won a prize, or inherited 
money. 

PREVENTATIVE 
MEASURES

security systems adapt and improve, so 
do the criminals who wish to use this 
technology to their advantage. The 
question is: can the consumer actually 
protect themselves against fraud?

Says Standard Bank: “Credit 
card crime is a reality and vigilance 
is your best defence against would-
be fraudsters. Fortunately, there are 
a number of effective innovations 
available that are designed to keep your 
money safe – for example, contactless 
cards and solutions such as SnapScan 
eliminate the need for your card to leave 
your hand or wallet.”

If, however, you do find yourself the 
victim of a credit card fraud scam, all 
hope is not lost. “What people tend to 
forget is that fraudsters can do nothing 
with your card alone,” says Charlaine 
Albertyn, head of debit and cheque card 
fraud at FNB Value Banking Solutions. 
“In order for money to be withdrawn 
from your account, whether your card 
was skimmed or stolen, the fraudster 
will need your PIN and if you keep this 
secret and protected, your money should 
be safe.” 

In the event that fraudsters have 
already accessed funds in the customer’s 
account the card should be cancelled 

immediately, says Chris Labuschagne, 
CEO FNB Credit Card. “The bank 
will investigate the case [all cases are 
investigated on their own merit] and 
if the bank finds that the customer 
has indeed been defrauded, and it was 
not due to negligent behaviour such as 
divulging the PIN, they are likely to be 
refunded.” 

What consumers need to keep in 
mind is that there are procedures in 
place in order for them to prevent 
becoming a victim (see textbox on 
preventative measures). One particular 
measure includes regularly checking 
your credit report. This will not only 
help you keep an eye on your credit 

rating, but also help you identify any 
unusual activity. According to Lenisa, 
every South African citizen is entitled 
to one free credit report annually (as per 
the National Credit Act 34 of 2005). 

For those who feel that transacting 
online is a safer option, think again. 
“Almost 50% of credit card fraud 
takes place online, despite only 2% of 
transactions taking place online,” says 
Walter Volker, chief executive of the 
Payments Association of South Africa 
(PASA). Given that online sales are 
expected to reach $1.92tr (R22.8tr) by 
2016 globally, the high rate of online 
fraud is not surprising.

Unfortunately, preventing online 
fraud “is one of the most difficult things 
to do as in most cases the compromised 
data is held at the merchant where the 
breach may have occurred,” says Deon 
Louw, head of card and merchant fraud 
at Nedbank. “Clients should attempt 
to transact at reputable business and 
ensure that they have an activated SMS 
notification which notifies them of all 
spent above a pre-set threshold, should 
you receive an approve-it request and are 
not transacting, do not approve it.” 

SO, HOW CAN YOU SAFEGUARD 
YOURSELF AGAINST ONLINE FRAUD? 

FNB PROVIDES A LIST OF WHAT TO 
LOOK OUT FOR:
■ Never respond to emails asking for 
your personal banking information, 
particularly not a mail that claims to 
be from your bank as your bank will 
never ask for such details over the 
phone, SMS or email. 
■ When making online purchases, 
only deal with reputable sites and 
check the functionality of the site 
before you make a payment.
■ Check that there is a padlock 
displayed next to the URL and that 
there is an ‘s’ after http in the web 
address – this indicates a secure 
site.
■ Update and run your anti-virus 
and spyware programme regularly.
■ Never leave your cards and wallet 
lying around. ■

editorial@finweek.co.za



Gravity: Bridging the gap 
between behavioural  
economics and business
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Over the past severa l years, 
behavioural economics and 
behavioural science have been 
gaining traction in the corporate 

world. Behavioural economics draws on 
psychological insights into human behaviour 
to explain economic decision-making. For 
example, it can answer the question around 
why people consistently overspend on luxury 
cars and underspend on retirement savings.  

Having once been relegated to academia, 
inf luential thinkers such as professor of 
psychology and behaviour economics Daniel 
Ariely and Ogilvy UK’s vice-chairman 
Rory Sutherland have brought behavioural 
economics into the spotlight as a powerful way 
to solve problems and drive business success. 
Locally, a few companies have been exploring 
this ‘crossbreed’ of psychology and economics 
to solve problems. Cape Town-based 22seven, 
for example, draws on behavioural finance 
thinking to help people better manage their 
money. 

Another local start-up, Gravity, is seeking 
to use a combination of learnings from 
behavioural economics and social psychology 
to solve both business and social challenges. 

Finweek caught up with its young founders 
David Perrott and Sebastian Thompson, 
recent graduates of advertising and marketing 
school Red and Yellow, to find out more about 
their behavioural change agency, which they 
launched in October 2013. 

■ WHAT GAP/NEED IS GRAVITY 
SEEKING TO ADDRESS IN SA?
Companies are starting to understand that a 
human-centric approach to business is critical 
to their success. This means more focus on 
understanding what makes their customers, 
employees and key decision-makers tick. G
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the people around them work. It allows 
people to understand how contexts 
around them influence their world, and 
shows them how to avoid errors in their 
decision-making process. 

Once you break behav ioura l 
economics down into what it is actually 
providing people with, you will see it is 
the furthest thing from a normal trend. It 
is a window into a better understanding 
of ourselves.

■ WHAT HAVE BEEN YOUR 
BIGGEST CHALLENGES THUS FAR?
Since the field is so new, we often have 
to help the client to understand the field 
and this new way of thinking about 
people and then pitch our business on 
top of that. This has been tricky, but 
we have nailed down a process that 
has worked. We lecture a module to 

the post-graduate students at Red and 
Yellow on applying behavioural science 
to marketing and communication. This 
helps us to develop a short and compact-
free workshop that we do with clients to 
help them understand the value of the 
field and the service we offer.

 
■ WHAT IS GRAVITY’S  
NEXT MISSION? 
Our mission is to close the gap between 
the academic and business worlds. The 
knowledge that the behavioural and 
social sciences have acquired and the 
experimental approaches they use are 
things that the business world needs 
to start taking seriously and learn 
from. While from the academic side, 
relationships with businesses offer them 
access to sample groups that are much 
larger than what they use currently, 
allowing for more robust testing and 
a better understanding of human 
psychology and behaviour. 

There is an opportunity for a 
mutually beneficial relationship that 
will make businesses stronger and our 
understanding of ourselves deeper… and 
we want to be at the centre of that. ■

editorial@finweek.co.za

ENTREPRENEUR

THE FIELD OF BEHAVIOURAL 
ECONOMICS GAVE US A 
DEEPER UNDERSTANDING 
OF HUMAN JUDGEMENT 
AND DECISION-MAKING.

■ WHY DO YOU BELIEVE 
BEHAVIOURAL ECONOMICS  
CAN BE SO POWERFUL IN SA? 
The field of behavioural economics gave 
us a deeper understanding of human 
judgement and decision-making. It pulls 
back a curtain to reveal a more realistic, 
yet slightly unfamiliar version of what 
we really are. I say slightly unfamiliar 
because some of the strongest findings 
to come out of the field come into direct 
conflict with what standard economics 
has told us for so many years. 

For example, it is assumed that we are 
self-interested, rational maximisers that 
act independently from the environment 
around us. Behaviour economics tells 
us that this is dangerously far from the 
truth. In reality, we are more like social, 
emotional satisfiers that are strongly 
influenced by the world around us. We 
are creatures of our environment.

This change of assumptions and 
new perspective allows business to 
gain a much deeper and more realistic 
understanding of the human being 
they are dealing with. This is useful 
for everything from designing more 
user-focused products and services to 
designing environments that allow for 
happier and more productive employees 
who make fewer errors. 

The field of behavioural economics 
has been around for a while, but the 
application of its knowledge and 
insights to business and social change 
is something that is still in its infancy. 
However, it is fast becoming popular in 
the States, the UK, as well as Australia. 
You don’t need to look further than 
companies like #OgilvyChange to see 
its potential.

■ IS BEHAVIOURAL ECONOMICS 
NOT JUST A PASSING TREND?
The phrases “behavioural economics” 
and “applied behavioural” go in and 
out of fashion all the time. This isn’t 
important though. The important 
thing is what it is doing. It is creating 
interest and thus exposing people to a 
more realistic understanding of how 
their minds work and how the minds of 

David Perrott (left) and 
Sebastian Thompson



LIFE

54  FINWEEK  28 MAY 2015

ON THE GO!
BY GLENDA WILLIAMS



In the 60s to early 80s, the Datsun brand 
was a popular one locally, its vehicles 
associated with quality, reliability and 
affordability. The entry-level model 

that the younger generation in particular 
aspired to was the Datsun 1200, which, in 
its segment at the time, was not only big on 
looks, performance and room, it was also 
small on price. 

It’s a recipe that Datsun appears to have 
tried to recreate with the Datsun GO, its first 
foray back into the South African market 
after an absence of nearly 30 years. But if that 
is the case, the India-manufactured Datsun 
GO has big shoes to fill as the 1200 became 
the darling of that generation.

Notably, Datsun has sold 3 597 units of 
the Datsun GO locally since its launch in 
October last year, an average of 514 vehicles 
per month, with its higher priced Lux version 
forming 85% of these sales. Given that the 
current generation hasn’t had exposure to the 
brand, it reveals much about affordability 
issues.

The five-door hatchback is targeted at 
aspiring first-time buyers and its pricing 
at under R100 000 is a considerable lure 
for cash-strapped buyers, especially those 
from the younger emerging middle class. 
The budget front-wheel drive Datsun GO 
comes with a frisky 1.2 litre petrol engine, 
five-speed manual transmission, digital 
tachometer, air conditioner and a roomy 
cabin that can accommodate five occupants. 
Datsun offer two variants of the GO: the 
more affordable mid-spec and the Lux 
version that Finweek sampled.

EXTERIOR
The hatchback gets the nod for exterior 
styling, the design being clean-cut and 
gender-neutral. Swept-back headlights and 
D-cut grille add character to the face and 
the car’s lines are neat and visually appealing. 
Although I was not a fan of the coloured 
decals on the test car, happily that’s a choice 
– along with options like the stylish rear roof
spoiler that gives the car a more streamlined 
visage – that A-segment buyers get to make. 
Less compact than its entry-level competitors, 
the Datsun GO sports a longer wheelbase, 
higher ground clearance and oddly, given its 
larger size, stubby 13-inch wheels that look 
a tad out of place in the larger wheel arches.

LIFE
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ON THE ROAD
The Datsun GO impressed with its 
power delivery boasting 50kW of power 
and 104Nm of torque via the 1.2 litre 
three-cylinder engine. The double 
overhead cam higher performing engine 
produces more power and speed and, 
mated with a five-speed gearbox, this 
budget-friendly hatch will not leave you 
red-faced at the traffic lights. The kicker 
is that the engine is pretty throaty, and 
together with substantial road noise it’s 
not a quiet ride. Shifting, although not 
silky smooth, was accurate.

Around the suburbs the Datsun GO 
is adept at handling road blemishes and 
humps and also has a good turning 
circle, both of which urban drivers will 
appreciate. Although sporting a longer 

wheelbase, the GO is still compact 
enough to make it well-suited for urban 
driving and parking. But the trade-off 
between comfort and the ability to 
soak up worsening road conditions has 
meant a tendency towards body roll and 
inferior handling at speed. 

Aside from its ability as an urban 
commuter, it’s at speeds above about 
80km/h that things start to unravel. 
Hand l ing becomes choppy and 
unsettled, and steering input and 
tightening from the speed-sensitive 
electric power steering system in the 
Lux model is reduced, all of which do 
not inspire confidence to drive with any 
degree of pace. More’s the pity as the 
robust engine is quite capable of decent 
cruising speeds.

INTERIOR
The interior is sparse with no bells and 
whistles to be expected in the budget 
range. But for technophiles this might 
come as quite a shock. Fitted and 
finished in durable plastic and cloth, 
no squeaks or rattles were discernable. 
But the cloth seats in our test model, 
which had around 3 300km on the 
clock, already showed signs of wear. 

The wallet-friendly Datsun GO sports 
a number of quirky features. One is the 
bench-like front seat, reminiscent of 
bygone days when three people could 
be seated up front. I’m not sure I get the 
thinking behind this because that’s not 
possible − there is neither space nor a 
third seatbelt. But the bench does fold, 
adding to the luggage capacity that the 
265-litre boot provides.

Perhaps the designers took their 
cue from interior designs circa 1970s 
because another old-fashioned feature 
is the peculiar lever-style handbrake 
positioned in the centre consol. Also 
placed high in the centre console is the 
gear lever, leaving the middle section 
of the bench free, for what I am unsure. 
Strangely, these quirky features do 
lend a certain charm to the vehicle. 

Our Lux test model came with 
electric windows, manual central 
locking, a mobile docking station and 
a radio with a USB port. The radio 
reception was erratic, but utilising the 
USB port with a mobile device worked 
well and speaker quality was good. 
Also very effective is the compact 
hatch’s single large windscreen wiper. 
But distortion in the rear-view mirror 
affected depth perception.

OVERALL 
Even given its dated and quirky 
interior, the Datsun GO exudes 
personality. And it’s a good urban 
commuter with peppy performance, 
one that for the cost-conscious is an 
appealing buy. 

But as important as performance 
and cost is safety and handling. 
Datsun, I believe, has some way to 
go to address these concerns and 
the revival of the Datsun brand 
locally could be dependent upon this. 
Welcome news is that Datsun appears 
to be opening this account with the 
introduction in July of a driver’s 
side airbag as an optional extra at 
around R3 500. All said, the basic 
recipe is one that with some safety 
and handling tweaks could see the 
Datsun GO becoming as popular as 
the Datsun 1200 once was. ■

editorial@finweek.co.za

SAFETY
The GO is equipped with disc and drum brakes rather than the more commonly fitted 
ABS brakes. Also featured are an immobiliser, child lock and three-point inertia reel 
seat belts in the front with static two- and three-point seat belts in the rear. In Global 
NCAP’s test results the Datsun GO scored zero stars for adult occupant protection 
and just two stars for child occupant protection. In fairness, Global NCAP also dished 
out zero-star adult protection ratings for four of the GO’s competitors in India.

FACT BOX

PROS:
Affordability, exterior styling, robust 
engine and power delivery; generous 
cabin space; Nissan backing.

CONS:
Safety, handling at higher speeds.

0-100km/h: 13.3 seconds
Top speed: 161km/h
Power/torque: 50kW/104Nm
Transmission: Five-speed manual
Fuel tank: 35 litres
Fuel consumption:  
5.2 litres/100km (claimed)
C02 emissions: 123g/km
Safety: Zero stars
Warranty: 3 yr/100 000km. Optional 
service and maintenance plan.
Price (Lux variant): R102 500  
Entry-level price: R91 300
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experience these 
creatures coming 

to life in their 
frosty habitat

www.theiceage.co.za

tiCket priCeS
Single tickets
S R99 for children (1½-18 years) 
S R145 for adults 
Family package 
S R435 for four tickets

Tickets available at Computicket
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S Drawing  
S Excavation sandpit
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School packages available
Email Ilani Jansen van Vuuren 
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the you travel club can assist 
with family holiday packages. 

Contact us on 011-886-9545 or email 
iceage@megatrav.co.za to book yours now.
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DIRECTORS & DIVIDENDS

Company  Director  Transaction Date Transaction Type  Volume Price (c)  Value (R)  Date Modified

AMPLATS PJ Louw 12 May Sell 3,213 32409 1,041,301 15 May
AMPLATS LN Mogaki 12 May Sell 1,333 32409 432,011 15 May
AMPLATS LN Mogaki 11 May Sell 1,333 32405 431,958 15 May
AMPLATS JK Mokoka 11 May Sell 1,181 32405 382,703 15 May
AMPLATS JK Mokoka 12 May Sell 1,181 32409 382,750 15 May
AMPLATS J Ndlovu 12 May Sell 2,986 32409 967,732 15 May
AMPLATS J Ndlovu 11 May Sell 2,986 32405 967,613 15 May
AMPLATS D Pelser 11 May Sell 1,597 32405 517,507 15 May
AMPLATS D Pelser 12 May Sell 670 32409 217,140 15 May
AMPLATS V Pillay 12 May Sell 4,706 32409 1,525,167 15 May
AMPLATS G Smith 12 May Sell 587 32409 190,240 15 May
AMPLATS G Smith 11 May Sell 1,399 32405 453,345 15 May
CAPITEC GM Fourie 14 May Purchase 2,317 51277 1,188,088 15 May
CASHBUILD AE Prowse 8 May Sell 900 26600 239,400 14 May
CASHBUILD AE Prowse 11 May Sell 4,100 26503 1,086,623 14 May
CIL IM Klitzner 15 May Sell 400,000 3035 12,140,000 20 May
CITY LODGE C Ross 8 May Exercise Options 36,000 3747 1,348,920 20 May
CMH MPD Conway 18 May Exercise Options 337,500 51200 172,800,000 20 May
CMH SK Jackson 18 May Exercise Options 787,500 512500 4,035,937,500 20 May
CMH JD McIntosh 18 May Exercise Options 1,012,500 512 5,184,000 20 May
ILIAD E Beneke 13 May Purchase 5,000 780 39,000 15 May
ILIAD E Beneke 13 May Purchase 5,000 780 39,000 15 May
NEDBANK TA Boardman 15 May Sell 7,605 25470 1,936,993 20 May
NEDBANK MC Nkuhlu 9 March Exercise Options 15,443 25300 3,907,079 15 May
PHUMELELA AW Heide 11 May Sell 14,014 1750 245,245 14 May
PHUMELELA AW Heide 12 May Sell 45,986 1750 804,755 14 May
PSG JF Mouton 11 May Purchase 6,600 19630 1,295,580 15 May
PSG JF Mouton 11 May Purchase 6,600 19635 1,295,910 15 May
PSG JF Mouton 11 May Purchase 6,600 19631 1,295,646 15 May
PSG JF Mouton 11 May Purchase 880 19136 168,396 15 May
SOVFOOD C Coombes 15 May Purchase 287,528 520 1,495,145 18 May
SOVFOOD E Du Preez 15 May Purchase 157,853 820 1,294,394 18 May
SOVFOOD BJ Van Rensburg 15 May Purchase 127,920 820 1,048,944 18 May
SOVFOOD GG Walter 15 May Purchase 181,056 820 1,484,659 18 May
TORRE F Lombard 18 May Purchase 10,000 449 44,900 20 May
TORRE F Lombard 18 May Purchase 2,500 435 10,875 20 May
TOWER KBH Craddock 6 May Purchase 10,000 980 98,000 13 May
TOWER AD Dalling 8 May Purchase 5,250 950 49,875 13 May
TOWER MG Edwards 8 May Purchase 5,000 950 47,500 13 May
TREMATON A Winkler 11 May Sell 63,000 405 255,150 14 May
TRANSPACO PN Abelheim 19 May Sell 200,000 1850 3,700,000 20 May
TRANSPACO SR Bouzaglou 19 May Exercise Options 66,518 566 376,491 20 May
TRANSPACO SR Bouzaglou 19 May Exercise Options 30,000 1 300 20 May
TRANSPACO SR Bouzaglou 19 May Exercise Options 96,518 1850 1,785,583 20 May 

Directors’ Dealings 

Dividend ranking

SHARE FORECAST DPS (c) FORECAST DY (%) SHARE FORECAST DPS (c) FORECAST DY (%)

EQSTRA 35 9.5
VUKILE 140 7.3
ACCPROP 49 7.2
REDEFINE 80 7.1
OCTODEC 192 7.0

PAN AFRICAN 15 6.9
GROWTHPOINT 174 6.7
CORONATION 608 6.6
A V I 525 6.3
CAPPROP 91 6.2  
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TECHNOLOGY

A South African business – 
which prov ides secure 
electronic communications, 
such as paperless bank 

statements – is targeting more global 
growth after venturing into the tough 
US market.

St r iata  operates  in London, 
Johannesburg, Hong Kong, Sydney 
and via partners in North and South 
America, Europe and the Asia-Pacific 
region. 

The company provides paperless 
so lut ions :  doc u ment  de l i v e r y, 
electronic messaging and marketing 
communications.

Striata recently announced that it 
has bought Mass Transmit – a New 
York-based provider of email marketing 
tools and services – for an undisclosed 
amount. The US buy exposes Striata 
to a bigger market that offers growth 
opportunities.

CEO and founder Michael Wright 
said that in South Africa Striata counts 
big corporates, including the banks, 
among its clients.

“We get to America then we find 
50 companies that are bigger than 
the bigger customers we got in South 
Africa,” said Wright. “The market we 
are seeing globally is enormous. Every 
insurance company, every bank, every 
telco can use what we do.”

Wright is banking on the big clients 
being brought by Mass Transmit 
into Striata such as AOL, American 
Airlines, Dell, Johnson & Johnson, 
Heineken, T-Mobile and Virgin 
Atlantic.

Interactive electronic documents 
and transactional messages offer more 
opportunities for Striata’s growth as 
they enhance accuracy and improve 
record-keeping for corporates, small 

companies and individuals.
 Furthermore, the e-billing and 

invoicing market is getting more 
competitive. There are more than 
500bn bills/invoices exchanged globally 
each year, according to a recent report 
from Billentis.

Google is entering the market and 
likely to be a big rival to Striata, IBM 
and Switzerland’s GMC Software 
Technology, among others. Google 
Pony Express, which is currently under 
development, will apparently allow users 
to pay bills from their Gmail accounts.

However, Wright is excited about 
the entry of Google into the e-billing 
industry. “We think they are actually 
going to help us because they are 
going to raise the awareness of secure 
document delivery by email.”

Another hurdle is that the enormous 
potential for growth comes with a need 
for deep pockets. 

Asked how the company would 
overcome this hurdle, Wright said that 
Striata did not need to raise capital to 
expand its products and services. “We 
use the profits in the business to reinvest 
and grow the company.”

For now it seems the company is 
generating fat profits.

Asked if there are any plans to float 
the business on a stock exchange in the 
future, Wright said: “No plans to list, 
but you should never say never; no plans 
are set now for an initial public offering 
(IPO). We will run a good business and 
have to keep growing and increase our 
products and customers.”

He added that the company was 
still deciding what the future holds. 
It might even consider being part of a 
bigger group.

“But right now it’s heads down, run 
a good business.”

TECHNOLOGY

Striata targets tough US 
market for further growth  

“WE GET TO AMERICA  
THEN WE FIND 

THAT ARE BIGGER THAN 
THE BIGGER CUSTOMERS 
WE GOT IN SOUTH AFRICA.”   

50 COMPANIES   

Michael 
Wright

Striata wants to create better ways for 
its customers to access their paperless 
documents on their smartphones, 
tablets and personal computers out of 
the cloud.

“The first product is going to be 
released in the next six weeks. So, we 
are getting excited people are getting rid 
of paper. They are going digital. We’ve 
got website, email, mobile and cloud. 
All of this will come together and we 
provide a solution into that space,” said 
Wright. ■

editorial@finweek.co.za

BY GUGU LOURIE



6
True or false? 
Anna Mokgokong was 
featured in last week’s 
Spotlight section.

7 True or false? 
Damascus is the capital of Lebanon. 

8
True or false? 
Danny Jordaan has been appointed the new mayor 
of Bloemfontein.  

9
True or false? 
According to the bargaining council involved, 
government has come to an agreement with unions 
to raise government employees’ wages by 7%.

10
What is Nikkei 225? 
■  A new car model recently launched by Toyota 
■  A stock market index 
■  A Russian nuclear treaty 

TEST YOUR KNOWLEDGE

CRYPTIC CROSSWORD              NO 583 JD
Compiled by Jack Dunwoody (dunwoody_j@intekom.co.za)

DOWN   

  1  Closing up if change in 
signal (10)

  2  It’s fiction asp twists 
around an attacker 
(2,8)

  3  Wicked One to prac-
tice pursuit of evil (8)

  4  Be cautious – midship-
man aboard (4,2)

  5 & 6   Lavish expression 
of dismay by Jupi-
ter, for one (4,3)

  9  I’d no part in Norm 
laughing at Maisie as 
reported (10)

10  General footware (10)
13  Stable charge for 

horse (8)
16  Winning suit for the 

most part (6)
19  Spiritual nourishment 

didn’t begin to provide 
money in the past (4)

20  Rag worn round the 
throat (3)  

ACROSS   

  1  Female clergywoman losing her 
head about end of the world in 
Roman times (10)

  7  Laughter at shirt being stolen (3)
  8  Repeal South Carolina petition in 

favour of employing relatives (10)
11  The backward Italian magistrate 

is the one who gives permission 
(8)

12  Give advice to part of crew on 
when to fly the Red Ensign (4)

14  Most conservative Salvation  
Army gathering (6)

15  A hundred to a pound there’s no 
key (6)

17  Understands, we’re told, detec-
tive’s bent (4)

18  Dwelling in caves and mostly 
asleep fitfully (8)

21  One French women’s libber is 
masculine! (10)

22  Lady’s smart but doesn’t sleep 
soundly (3)

23  George lunging out, grabbing at 
arm (7,3) 

Solution to Crossword NO 582 JD
ACROSS:  1 Transaction; 9 Non; 10 Lower case;11 Elfin; 
13 Ran deep; 14 Trendy; 16 Mosaic; 18 Incline; 19 Ulema; 

20 Ex-mobster; 21 Owl; 22 Interrogate
DOWN:  2 & 21 Run out; 3 Nylon; 4 At work; 5 Toronto; 
6 On average; 7 Entertainer; 8 Respectable; 12 Frenchman; 

15 Dribble; 17 Debtor; 19 Unrig; 21 See 2 

LIFE

1 From which parent company was the miner South32 spun 
off? 

2 What local retailer was at the centre of a “halaal pork” 
controversy recently after products were mislabelled?  

3
True or false? 
Last week’s cover story was about the 
local property sector.

4

In Southeast-Asia, a humanitarian crisis is developing 
as thousands of “boat people” try to gain access to 
Thailand, Malaysia and Indonesia. Where are they from? 
■  Syria and Iraq 
■  Nepal 
■  Myanmar and Bangladesh

5
What is local company Oceana Group?  
■  A fisheries and logistics company 
■  A boat builder 
■  A luxury hotel chain 
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Complete this quiz on Finweek.com for a chance to win a copy of Tom Burgis’s The Looting Machine, 
a hard-hitting exposé detailing how Africa’s natural resources are being plundered by unscrupulous 
traders, bankers and corporates who are working in tandem with warlords and corrupt politicians. 





Tom Eaton @TomEatonSA  
Danny Jordaan appointed PE’s new 
mayor. Which means it will look 
amazing, run like clockwork, and then 
Sepp Blatter will take all its money. 

Chester Missing @chestermissing   
Sarah Palin’s daughter Bristol is 
marrying someone called Dakota. 
Bristol and Dakota? How did they find 
each other? Google Maps?  

Alan Shearer @alanshearer  
Be warned. Any abuse and I’ll come 
round and give you Newcastle tickets!  

A CONFUSING SITUATION   
A policeman is sitting on the side of a 
highway watching for speedsters when he 
sees a man driving past with a truck full of 
penguins.

The cop turns his blue lights on and 
pulls the guy over. The man rolls down his 
window. “Is there a problem, officer?” 

“Yeah, you can’t drive around with this 
truck full of penguins, you have to take 
these birds to the zoo.” 

The man says: “Sure thing, officer,” and 
drives off toward the zoo.

Next day, the same policeman is sitting 
on the same stretch of highway when he 
sees the same man drive by with the same 
truck full of penguins. So he pulls the man 
over and says: “I thought I told you to take 
these penguins to the zoo!”

The guy says: “Well, that was yesterday, 
officer. Today we’re going to the movies.”

OPTIMUM SEARCH ENGINE  
Bill Gates is having a meeting with his 
board. “So why don’t you tell me why Bing 

failed,” he says.
A board member responds: “We feel 

there was a public nescience towards 
Bing.”  

Bill Gates looks puzzled. “Nescience? 
Let me goog− Oh, I see what you mean.”

WALKING INTO A BAR  
A piece of toast and a hard-boiled egg 
walked into a bar...

The bartender says: “Sorry, we don’t 
serve breakfast here.”

NO BRIGHT SPARK  
A horse walks into a bar and says: 
“Bartender, scotch on the rocks please!”

The bartender, rubbing his eyes in 
disbelief says: “Did... did you just talk?!”

“Yes, I did, why?” responds the horse.
“It’s just, incredible! I’ve never seen a 

talking horse! You know, you should really 
go talk to the local circus, they would love 
to have someone with your skills!”

The horse replies: “Why? Are they short 
on electricians?” 
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PIKER

ON MARGIN

“Never put off till tomorrow what may be 
done the day after tomorrow just as well.”  
– Mark Twain, American author (1835-1910)   

VERBATIM

“Any damn fool can beg up some kind of 
job; it takes a wise man to make it without 

working.” 
– Charles Bukowski, American author  

(1920-1994)  

President Obama @POTUS    
Hello, Twitter! It’s Barack. Really! Six 
years in, they’re finally giving me my 
own account.  

Bill Clinton @billclinton  
Welcome to @Twitter, @POTUS! One 
question: Does that username stay with 
the office? #askingforafriend

“I’ve heard some very disturbing rumours that 
you enjoy working here.”



Terms, conditions, rules and standard network rates apply. 
First National Bank - a division of FirstRand Bank Limited. An Authorised Financial Services and Credit Provider (NCRCP20).

Private Clients 

We’ll give you 
a Private Banker, 
your Go-to Guy.
Isn’t it funny how when we start making money, we stumble onto 
new questions? Especially when it’s the kind of money that has 
us asking: how can one access a concierge service, can credit 
interest rates be personalised, what can make travelling overseas 
simpler and what exactly is Priority Pass or Speed Pass?  
These are the kinds of questions your kind of money asks.  
Good thing you can ask your Private Banker – your Go-to Guy.

Search ‘FNB Private Clients’ or SMS ‘Private’ to 48703 to switch.

540_4-PrivateBanker 2015-04-20T15:08:10+02:00



In tougher economic times, 
the cost of business travel has come under greater scrutiny. 
Fortunately, Mango offers affordable travel with all the 
convenience and reliability your business demands.
 
Additionally, not only do our new seats offer greater comfort and 
extra legroom, Mango is also South Africa’s most on-time domestic 
airline* on average. Which means we save you time and money, 
and you arrive at your destination relaxed and refreshed.

 All of which makes Mango the smart choice.
Visit fl ymango.com and fi nd out about the many time- and 
cost-saving benefi ts of our corporate travel account. 

Terms and condtions apply. *Over the past eight years Mango has been the most on-time domestic airline on average. 

Turning business 
travel on its head
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Laurium Flexible
Prescient Fund.

Boutique manager

performance at its best.

www.lauriumcapital.com

Collective Investment Schemes in Securities (CIS) should be considered as medium to long-term investments. The value may go up as well as down and past performance is not necessarily a guide to future performance. CIS’s are traded at the ruling price and can engage in scrip lending and
borrowing. A schedule of fees, charges and maximum commissions is available on request from the Manager. There is no guarantee in respect of capital or returns in a portfolio. A CIS may be closed to new investors in order for it to be managed more efficiently in accordance with its mandate. CIS
prices are calculated on a net asset basis, which is the total value of all the assets in the portfolio including any income accruals and less any permissible deductions (brokerage, STT, VAT, auditor’s fees, bank charges, trustee and custodian fees and the annual management fee) from the portfolio
divided by the number of participatory interests (units) in issue. Forward pricing is used. The Fund’s Total Expense Ratio (TER) reflects the percentage of the average Net Asset Value (NAV) of the portfolio that was incurred as charges, levies and fees related to the management of the portfolio. A
higher TER does not necessarily imply a poor return, nor does a low TER imply a good return. The current TER cannot be regarded as an indication of future TER’s. During the phase in period TER’s do not include information gathered over a full year. The Manager retains full legal responsibility
for any third-party-named portfolio. Where foreign securities are included in a portfolio there may be potential constraints on liquidity and the repatriation of funds, macroeconomic risks, political risks, foreign exchange risks, tax risks, settlement risks; and potential limitations on the availability of
market information. The investor acknowledges the inherent risk associated with the selected investments and that there are no guarantees. Laurium Capital (Pty) Limited is an Authorised Financial Service Provider (FSP No.34142).
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Currently

58%
of life intermediaries

receive the bulk of their
commission by way of
up-front commissions

31 May 2015 | www.moneymarketing.co.za
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INSIDE your May issue of MoneyMarketing...

KEEP CALM
AND

GET THROUGH
RDR

Retirement
reforms
Reforms not a drawback for
provident fund members
Page 24

Financial advisers ready
for changes

Good SLAs vital for
intermediaries
Clear service parameters in the form
of a properly drawn up Service Level
Agreement have become imperative
Page 8

South Africa’s financial
advisers are well
prepared for changes to
commission structures

in the life and investment
markets. That’s according
to the findings of the 2014
Financial Adviser Survey carried
out by RGA South Africa and
the Financial Intermediaries
Association of Southern Africa.

The survey was conducted
in October last year, only a
month before the Financial
Services Board published its
Retail Distribution Review
(RDR) paper that proposes far-
reaching changes to definitions

applied in the financial
services space as well as to
the remuneration of advisers.

Commissions
The survey shows that foremost
in the minds of local financial
advisers is the likelihood that
commissions paid on the sale
of life products will change.

Currently, 58% of life
intermediaries receive the bulk
of their commission (80% to
100% of total) by way of up-
front commissions, but very
few expect this situation to last.

Around 70% of advisers are
forecasting that they’ll

earn less than 20% of their
total life commission purse
from up-front commissions
going forward.

The same awareness
is present in advisers’
expectations for commissions
earned from premium
escalations – and most
planners are expecting such
commissions to account
for less than a fifth of
their business in years to
come. This is in line with
regulatory proposals to rein
in commission on premium
escalations.

The survey dispels
the idea that financial
advisers receive excessive
remuneration from the sale
of life products. The bulk of
participants (45%) generate
between R16, 000 and
R50, 000 from commissions.
Most advice practices (47%)
earn between R5, 000 and
R30, 000 per month in fees
and commissions from the
sale of investment products.

Consumers can take
comfort from the survey’s
findings with regards to the
factors that motivate advisers
to contract with product

suppliers. The main concern
is product features, followed
by insurer support to the
advice practice. Price as a
consideration in contracting
with an insurer comes only
third on the list.

Independence
Looking ahead, the survey
suggests that advisers want
to remain as independent
as possible to offer their
clients the best overall
mix of product. Although
remaining independent has
its challenges, 92% of the
not-tied financial
advisers in the
survey say they
haven’t considered
joining a single
insurer
as a tied
agent.

Moreover, 84% of respondents
indicate that they haven’t
considered shifting their
primary support from one
insurer to another.

Respondents highlight
independence, access to a
wide range of products, and
ability to provide clients with
unbiased advice and flexibility
as some of the reasons for not
joining a single insurer.

They also highlight
satisfaction with the products
and services of insurers which
they currently support.

While consultations on
the RDR paper continue,

it’s notable that 34% of
respondents already have
their business models

geared towards
a fees-based or
as-and-when
structure.

First for the professional personal financial adviser
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I nvestors around the globe are
increasingly drawn to Africa,
encouraged by the continent’s
economic growth and

improving political stability.
What’s also encouraging is the

high number of African ultra-high-
net-worth individuals.

Moreover, the ranks of UHNWIs
on the continent are set to increase
by a staggering 59% over the next
10 years, stronger than the 34%
projected for global growth.

These numbers are contained in
The Wealth Report 2015, compiled
by Knight Frank with support
from Standard Bank Wealth and
Investment.

The report defines UHNWIs as
those with at least $30 million in
assets and it suggests that we’ll
see a case of the MINT of Mexico,
Indonesia, Nigeria and Turkey
trumping the BRICS of Brazil,
Russia, India, China and
South Africa.

The average expected uplift for
MINT countries is 76% over the next
decade, which narrowly defeats the
72% for BRICS nations, according to
research.

The average increase expected
across the G8 developed nations is
just 28%.

“The market is evolving and
we are foreseeing positive future
growth in key African countries
like Nigeria, which has one of the
strongest forecast growth rates in
high-net-worth individuals over
the coming decade,” says Margaret
Nienaber, Global Chief Executive
of Standard Bank Wealth and
Investment.

The report puts the growth
of Nigeria’s UHNWIs at 90% by
2024, but the top spot for Africa is
reserved for the Ivory Coast at 119%.

Uganda also features in the list of
top 100 countries predicted to grow
their UHNWI numbers speedily.

Meanwhile, Kenya’s dollar

millionaires are forecast to increase
from 8,764 in 2014 to at least
15,249 in 2024, a rise of 74%.

“Africa is one of the regions of
the world with huge potential to
grow its wealth, driven by a rising
middle class and the increased
success of many businesses.
Importantly, reforms in many
countries are being expedited,
infrastructure is happening at a
startling pace and foreign investors
are noticing,” says Nienaber.

She adds that the countries
mentioned in the report have built
credibility among foreign investors
- and it’s no surprise that economic
activity in the region is growing at
a faster pace than anywhere else in
the world.

Johannesburg stands out as
the most important African city,
after ranking as the 28th most
important city for ultra-high-net-
worth individuals, with Cape Town
in 36th place.

Nigeria’s                UHNWIs to grow 90% by 2024

Number of
super-rich
Africans
on the rise
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Dear Reader
I’ve joined MoneyMarketing at an
interesting, albeit sad, time for South
Africa. Xenophobia has begun to have
economic repercussions as foreign
workers leave, the tourism industry
softens and South African companies
in the rest of Africa witness a decline
in demand.

The last time the country saw a
significant amount of xenophobic
attacks was in 2008 – the same time
as the global financial crisis peaked.
And right now, our economy isn’t
looking great, with poverty, inequality
and unemployment remaining a
great concern. Job losses have been
increasing in the private – and even
public - sector.

The scenario is this: in the townships
the poor are competing for resources
with immigrants from across our
borders. These African immigrants
– particularly Zimbabweans and
Nigerians – are better educated than the
local people who have now turned to
violence to eradicate the competition.

We’re used to service delivery
protests because the government isn’t
adequately supplying services to those
that need them most, but the brutality
of the latest wave of Xenophobia has
shocked not only most South Africans,
but the world.

The previous wave of xenophobic
attacks and the government’s
unsatisfactory response was one of
the factors that put Thabo Mbeki out
in the cold. The same could happen to
President Jacob Zuma.

Janice
janice.roberts@newmediapub.co.za
@MMMagza
www.moneymarketing.co.za

Janice Roberts

OOPS!
In our April issue we incorrectly referred to
Investec Cash Investments as Investec Cash

Management and the dedicated contact number
provided was wrong. It should be 086000 0 TAX

(086000 0 829). Our sincere apologies.



YOU ONLY KNOW TRUST
ONCE YOU EXPERIENCE IT
At Auto and General, the opinions and ideas of our
brokers have helped to forge a dynamic and solid

relationship. Join the Auto and General family
as a broker, and be part of a strong and

successful partnership.

Call us on 0800 100 011 to join us as a broker partner.

Auto & General is an authorised financial services provider (FSP licence number: 16354).
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Grindrod Bank says its ETF
suite, GTrax, and broader passive
investment management business
will be rebranded CoreShares as part
of the firm’s push to offer low cost
index products and services to the
investment market.

The Fiduciary Institute of
Southern Africa has announced
the results of elections. Ronel
Williams was appointed as National
Chairperson, for a term of two years.

Imara Holdings has advised
shareholders of the retirement
of Mark Tunmer as Group Chief
Executive Officer. He will be
succeeded by Tom Gaffney, who has
served as a Non-Executive Director of
Imara since November 2014.

The Johannesburg Stock Exchange
says it has signed a multi-year
licensing agreement with Eris
Exchange, a U.S.-based futures
exchange group, to list swap futures
on the South African Exchange.

Bank of America has hired Kevin
Latter, a Deutsche Bank managing
director in Johannesburg, to run
Merrill Lynch’s investment banking
unit in SA.

Ralph Mupita, CEO of Old Mutual
Emerging Markets has announced
the appointment of Dave Macready
as Chief Executive: Old Mutual South
Africa.

The Financial Planning Institute
and the Gauteng Department of
Economic Development’s Consumer
Affairs Office have signed a
memorandum of understanding
that will mean free financial literacy
seminars for members of the public
this year.
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L ambrechts joined
Santam from parent
company, the Sanlam
Group, where for the

past 12 years she was Chief
Executive: Sanlam Personal
Finance at the Group’s retail
business in SA.

“It was a fairly easy
transition in that I remained
within the group.”

But she does point out that
the short-term insurance

industry is in
some aspects

different, and
“a lot more
immediate.”

Lambrechts
has a B.Sc.

Hons (cum
laude) from

the University of
Stellenbosch.

There was
no career

guidance
at her

school
in the

Western Cape so she initially
enrolled to study medicine. She
then changed paths, choosing
to study Applied Mathematics
and Computer Science instead.

Lamprechts started her
career at Sanlam almost
immediately after completing
her degree at Stellenbosch. She
received a bursary from Gold
Fields but then decided the
mining industry wasn’t for her.

“I wanted to move back
to Cape Town and noticed a
position at Sanlam that looked
like a good opportunity.”

Lambrechts was right about
the “good opportunity” and
she’s remained at Sanlam for
almost 30 years.

Her first position with
Sanlam was that of an
actuarial clerk in the actuarial
department. Although she
had never set out to become a
technical actuary, she began
studying with the Institute
of Actuaries in the UK and
qualified in 1992, jokingly
referring to herself as “The
Accidental Actuary”.

Lamprecht has had many
careers within the Sanlam
Group “including product
development and even
running the IT department
at one stage.”

In 2002, given her
broad background and
acknowledged leadership
abilities, she was appointed
Chief Executive of Sanlam

personal finance, staying
in this position for 12
years, and transforming
the company from a
predominately life insurance
business into a retail financial
services one. She’s widely
been given credit for the
development of Sanlam’s
Glacier product business.

Lambrechts is the first
female CEO of Santam and
acknowledges that she’s been
something of a trailblazer
for women in the short-term
insurance industry. At the
time of writing her first
actuarial exam, she was
told by a male colleague that
he “didn’t think a woman
could become an actuary.”

But she notes that in
general, within the Sanlam
Group “it’s always been about
ability, not so much about
gender.” Lambrechts has had
very little spare time this year,
but tries to find “a balance”
in life. Spending time with
her husband and daughter
are important and as the
family likes to travel, a holiday
trip is planned at least once
a year. “I can cook if I have
to”, she says, but leaves food
preparation to her husband
as “he’s a better cook.”

Lambrechts also tries to
spend some time gardening
as she grew up on a farm and
isn’t averse “to getting her
fingers dirty.”

The Accidental Actuary

UPS

Not all local retailers
are doing badly
Pick n Pay has posted a 28 % rise
in full-year profit, with headline earnings per
share coming in at 177.3 cents in the year to end-
February compared with 138.5 cents the previous
year. The retailer also lifted its dividend by 28 %
to 118.1 cents per share. Sales grew 6.1 % to 67
billion rand in an environment where consumers are
struggling to beat rising electricity tariffs and high
debt levels. Once a favourite of investors, the retailer
has seen stiff competition from rival Shoprite, over
the past few years. However, Richard Brasher, the
former UK head of Tesco, put in motion a strategy
to cuts costs. Brasher says the first stage of the
recovery plan - which aimed to stabilize the
business – is largely complete. Brasher’s plan
led to the closure of 40 Pick n Pay stores over
the last two years.

China’s GDP growth
is slowing
Data for the first quarter of 2015
shows Chinese growth is at its slowest
in six years. GDP growth was 7% for

the three months from January, down
from 7.3% in the fourth quarter of last

year. While China’s economic output is still
huge ($10.3 trillion last year), the International

Monetary Fund says declining growth in that country
could cause major problems for the global economy.
The World Bank says lower than expected growth
in China could have serious consequences for
emerging markets more than advanced markets –
and if growth is 1% lower than expected in China,
it can knock half a point off global growth.
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Earlier this year, Lizé Lambrechts succeeded Ian Kirk as Santam’s CEO.
MoneyMarketing spoke to her about her career and new position.
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The outlook for the
insurance industry
remains positive,
despite difficult

operating conditions
experienced in the past year.

This is according to the
fourth edition of PwC’s
Insurance Industry Analysis.

Dewald van den Berg,
PwC Director, Financial
Services Division, says
operating conditions have
been demanding and he
blames labour disputes and
inflationary pressures on
consumers, as well as insurers
having to contend with a
plethora of regulatory changes
and proposed amendments to
tax legislation.

“Most insurers have made
significant investment
in preparing for the
implementation of the
new solvency regime, with
the Solvency Assessment
and Management (SAM)
comprehensive parallel run
currently underway, and

Outlook for insurance industry positive
ensuring business practices are
ready for treating customers
fairly (TCF) and the retail
distribution review (RDR).”

Van den Berg notes that
client centricity remains top of
the agenda for many insurers.

“Companies are seeking
opportunities and new
initiatives to better understand
the needs of their clients, in
order to provide fit-for-purpose
products.”

Discovery, Liberty, MMI,
Old Mutual
and Sanlam
recorded
combined
group IFRS
earnings of
R28.4 billion
last year, up
17% on 2013.

“The JSE All
Share Index
closed 7.6%
higher than in 2013, “ says
Victor Muguto, PwC Long-Term
Insurance Leader for Africa.

He points out that the

combined invested assets of
long-term insurers grew by
10.4% from R1.77 trillion in
2013 to R1.95 trillion.

Total investment income
earned amounted to R186.7
billion representing a return
on average investments of 10%.

Muguto says this is reflective
of subdued equity market
performance in 2014 compared
to 2013.

Insurers have also had to
deal with the ongoing volatility

in interest rates,
particularly in the
second half of the
year, and emerging
market currency
fluctuations. The
combined group
embedded value
earnings were close
to those of the
2013 levels
(2014: R39.4m;

2013: R39.2m).
“This result reflects the robust

operating performances by
most South African operations

in 2014,” Muguto adds.
The results of short-term

insurance companies Mutual &
Federal, OUTsurance Holdings,
Santam and Zurich Insurance
Company South Africa were
included in the survey.

“After experiencing a
difficult year in 2013, insurance
companies improved their
performance considerably in
2014. One of the key factors
contributing to the much-
improved results has been the
absence of major catastrophe
events,” Van den Berg says.

“The only catastrophe
event of note during
the 2014 year related
to the earthquake
felt in the
Gauteng region.
Catastrophe
events of the
past few years
have led insurers
to restructure
and optimise
their reinsurance
arrangements.”

Companies’ claims ratios
have improved significantly,
decreasing from 68% in 2013
to 63% in 2014. The combined
IFRS earnings for the year of
R3.1 billion increased by 23%
when compared with 2013.

Old Mutual Investment Group (Pty) Limited is a licensed financial services provider. Unit trusts are generally medium- to long-term investments. Past performance is no indication of future performance. Shorter-term fluctuations can occur as your
investment moves in line with the markets. Fluctuations or movements in exchange rates may cause the value of underlying international investments to go up or down. Unit trusts can engage in borrowing and scrip lending. Fund valuations take
place on a daily basis at approximately 15h00 on a forward pricing basis. The fund’s TER reflects the percentage of the average Net Asset Value of the portfolio that was incurred as charges, levies and fees related to the management of the
portfolio. *Performance periods to 31 December 2014. Since inception 1994.
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ADVICE I INVESTMENTS I WEALTH

HOW MUCH IS ENOUGH TO
GIVE YOUR DAUGHTER A DREAM
WEDDING & STILL GROW YOUR
INVESTMENTS LOCALLY & OFFSHORE?

Let Old Mutual Investment Group deliver on your ‘enough’ by
putting its 169 years of investment expertise to work.

The rand’s performance is up today, down tomorrow, but one thing that doesn’t
change - your dreams and goals. Whatever the rand does, what you really
need to know is how many rands invested is enough for your lifestyle, today
and tomorrow.

How much is enough? At Old Mutual, we’ll help you work out exactly how much
is enough for you. Then Old Mutual Investment Group provides the investment
solutions to deliver on those goals. Solutions like the Old Mutual Global Equity
Fund – a consistent top quartile performer over all periods and since inception*.
Speak to your Financial Adviser today about how this fund can help ensure you
have enough to do great things.

Call 0860 INVEST (468378) or visit www.howmuchisenough.co.za

“Companies
are seeking
opportunities
and new
initiatives”
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Credit life provider Absa Life says it’s pioneered big
data technology to develop the first African predictive
underwriting solution, and one of the first globally.

The solution is intended to increase customer
convenience significantly.

“One of the major obstacles in getting life insurance is
medical underwriting, which requires clients to undergo
medical tests before they can be offered insurance
products,” says Jannie Venter, Managing Executive at Absa
Life.

“This causes a significant inconvenience to clients, who
often have to set aside time to go through the medical
underwriting process.”

Venter says Absa Life has created a way to use
customer-level data to predict what the outcome for
medical underwriting would be without actually asking the
clients to go for medical tests.

“Our clients transact with us often enough through
many platforms and this provides us with a view of what
convenient solutions we can provide.

“Instead of doing life insurance the same old way where
you pose a lot of underwriting questions to the customer,
we can offer life insurance to a select number of clients -
for up to as much as R5 million - with just three questions
- and there is no need to go for any form of medical test.”

Venter adds that the model has been successfully
tested and is highly accurate in its predictive underwriting.

He says it’s important to stress that while Absa Life has
client consent to use the data, it always uses client data
for the benefit of clients as part of the Treating Customers
Fairly dispensation.

While the offer of the product won’t be available to
all Absa customers, a large proportion of its clients will
benefit from the innovation.

“We believe this new tool will revolutionize the life
insurance industry,” Venter says, adding that customers
are increasingly embracing technological solutions.

“The pilot test is complete and the financial planners
and advisers at Absa branches in the major central
business districts are already offering clients this life
insurance solution,” he concludes.

First African
predictive
underwriting
solution ready

FIDUCIARY
MATTERS

LESLEY MAMMAN

Brought to you by the Fiduciary Institute of Southern Africa (FISA)

B usinesses are
generally placed in
some legal entity
as various benefits

can be enjoyed by a person
not conducting business in
his own name. A suretyship
is usually required when an
entity applies for finance but
has no security to offer for it.
As with the general principle
of contract, if a person
dies before fulfilling his
obligations as surety, they are
carried through to his estate.

If a business owner stands
surety and then dies, the
creditors may call up the debt
immediately. Often the terms
of the suretyship agreement
permit the creditor to
collect the outstanding debt
directly from the estate of
the deceased surety, without
first having recourse to the
business.

The executor could try to
recover part of the debt from
any surviving sureties or
the business, but it usually
means that the deceased’s
dependents and heirs may be
partly or wholly deprived of
their inheritance.

In terms of Roman Dutch
law the obligations of a surety
are transferred to his estate
if he dies before fulfilling
them, unless the terms of the
contract show that it was not
intended that they should be
transferred. In accordance
with the general principles
of contract, the suretyship
continues to operate and
binds the surety’s estate

after his death. This was
confirmed in two court cases:
SA General Electric Co (Pty)
Ltd v Sharfman & Others NNO
1981(1) SA 592(W) and Kalil v
Standard Bank of South Africa
Ltd 1967 (4) SA 550 (A).

The position relating to
a continuing suretyship
is, however, not that clear.
According to Forsyth and
Pretorius in Caney’s The Law
of Suretyship, the effect of
death on a suretyship that
provides for liability to
be incurred in the future,
including, specifically, a
continuing suretyship when
the liability is incurred
after the death in question,
would depend on whether
the suretyship agreement
provides that it will be
applicable to debts incurred
by the principal debtor after
the death of the surety. Where
the terms of the agreement
do not specifically bind the
surety’s estate in respect
of debts incurred by the
principal debtor after his
death, nor expressly limit
his undertaking to those
incurred during his lifetime,
it will not be taken that the
suretyship extends to debts
incurred after the death of the
surety.

Some problems which
could arise through
suretyships include: the
estate administration may
be delayed until the estate
has been released from the
liability; debts of a business
may have to be settled at
the expense of heirs and
dependents; the executor
could be forced to sell estate
assets (with the consent of the
heirs) to provide liquidity;
the estate may be declared
insolvent if the debts exceed
the assets.

Note too that where
the estate of the surety is
dutiable, the executor must
act carefully when dealing
with the claim by the creditor.
In a 2003 case in the Gauteng
Income Tax Special Court (ITC

“Advisers
would do well
to alert clients
to the potential
challenges of
entering into
suretyships”

NEWS &
OPINION

Suretyships in
the event of death

1773) it was ruled that should
the executor merely pay on
receipt of a claim from the
creditor without determining
that the principal debtor is
not able to pay, the executor
will not be allowed to include
the claim as a deduction for
estate duty purposes, as the
debt would not be regarded
as “due and payable” in terms
of section 4(b) of the Estate
Duty Act.

Advisers would do well to
alert clients to the potential
challenges of entering into
suretyships.

This article was written by
Lesley Maman, a FISA member
and attorney with Friedland
Hart Solomon Nicolson

The Fiduciary Institute of
Southern Africa (FISA) is
a non-profit organisation
that represents fiduciary
practitioners and sets high
minimum standards for the
industry to protect the public’s
interests. FISA is the only
professional body focusing
solely on fiduciary practitioners
in Southern Africa.
Membership is drawn from trust
companies and banks, as well
as the legal, accounting and
financial planning professions.
Activities of FISA members
include but are not restricted to
estate planning, the drafting of
wills, administration of trusts
and estates, beneficiary funds,
tax and financial advice and the
management of client assets.
FISA members collectively
manage in excess of R280
billion. They draft several
thousand wills each year and
administer around 50 percent
of deceased estates reported to
the Master’s Office.
FISA helps to make processes
smoother for members and the
public, particularly through its
good working relationship with
the Master’s Office and SARS.

Credit life provider Absa Life says it’s pioneered big 
data technology to develop the first African predictive 
underwriting solution, and one of the first globally.

convenience significantly. 

medical underwriting, which requires clients to undergo 
medical tests before they can be offered insurance 
products,” says Jannie Venter, Managing Executive at Absa 
Life.

often have to set aside time to go through the medical 
underwriting process.”

solution readyBrought to you by the Fiduciary Institute of Southern Africa (FISA)

after his death. This was 
confirmed in two court cases: 
SA General Electric Co (Pty) 
Ltd v Sharfman & Others NNO 
1981(1) SA 592(W) and Kalil v 
Standard Bank of South Africa 

Suretyships in 
the event of death
Suretyships in 
the event of death
Suretyships in 

1773) it was ruled that should 
the executor merely pay on 
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Good SLAs
vital for
intermediaries

Advisers facing increasingly assertive clients

31 May 2015

FAMOUS
WARREN BUFFET

QUOTES

“Price is what you
pay. Value is what

you get.”

“Be greedy when
others are fearful,
and be fearful when
others are greedy.”

“It’s far better to
buy a wonderful
company at a fair
price than a fair
company at a

wonderful price.”

“The most important
thing to do if you
find yourself in
a hole is to stop

digging.”

“Investors should
remember that
excitement and
expenses are their

enemies.”

“Rule No.1: Never
lose money. Rule
No.2: Never forget

rule No.1.”

“Risk comes from
not knowing what
you’re doing.”
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PRACTICE
MANAGEMENT

Not only are advisers
facing an ever
mounting barrage
of legal and

regulatory requirements,
they are also experiencing
increasingly assertive
clients, ready and willing
to lodge complaints with
the ombudsman. In this
environment, having clear
service parameters in the form
of a properly drawn up Service
Level Agreement (SLA) has
become imperative. The advent
of RDR and the concurrent rise
of adviser fees place an even
greater emphasis on agreeing
what services are going to be
rendered to clients.

A well prepared SLA sets out
the expectations between the
client and the intermediary,
helping define the relationship
between the two parties. It
is the cornerstone of how
the intermediary sets and
maintains commitments to
the client, and is essentially
a binding contract. An SLA
incorporates clearly defined
promises, and thus reduces
the chances of disappointing
a client.

These promises also ensure
that the client’s requirements

COMPLIANCE
CORNER

RICHARD RATTUE

PRACTICE 
MANAGEMENT

COMPLIANCE 
CORNER

RICHARD RATTUE

are the main focus, and help
direct internal processes
accordingly.

Under the existing FAIS
General Code, it’s important
to ensure that the relationship
with the client is documented
to an extent that both parties
are aware of their duties and
obligations to each other.
The SLA is a two-way street
and allows the intermediary
to set out what is expected
from clients, for example,
through disclosure, reading the
documentation supplied, or
by informing the intermediary
of any change in financial
circumstances.

Agood SLA should
address the following
key aspects

• What the intermediary is
promising

• How the intermediary will deliver
on those promises

• Service costs
• How delivery will be measured
• Limitations of use by the

consumer of the service
• What happens if the intermediary

fails to deliver as promised
• How the SLA terms may change

over time

The challenge for a smaller
intermediary firm is to
get the relationship right
between what is promised
and the firm’s resources.
An SLA can’t be created
in a vacuum and must be
designed with the available
infrastructure and resources
in mind. Obviously, a
relationship exists between
what is promised and the
costs.

A good place to start is
to use a segmented service
model. Some clients need
higher levels of availability
and are willing to pay
more. They would have
various spheres of service
incorporated into the SLA.

The SLA should be
reviewed every six months
and updated accordingly,
and the client should be
asked to review and approve
the changes.

Segmenting service
offerings with different
pricing for different service
levels benefits both provider
and client, in that the
provider widens its target
market and the client
only pays for what he or
she needs.

Key performance indicators
come into play when
assessing how a quality
improvement process can
be integrated. By tying a
problem resolution process
to an SLA, improved customer
service satisfaction stays a
clear objective.

As an SLA links the
client requirements to
infrastructure requirements,
it creates the ability to link
service levels to service cost,
and as a result profitable
pricing can be set.

An SLA sets the standards
to which the intermediary is
committed, and as a result a
set of common goals can be
managed and measured for
both parties.

When creating an SLA, one
must keep the agreement
simple and measurable,
set realistic goals and keep
penalties limited to serious
offences only.

In future all clients will
have to explicitly agree to
pay advisory fees and one
certainly feels that a good SLA
is no longer a ‘nice to have’.

Richard Rattue is managing
director of Compli-Serve SA

“Having
clear service
parameters
in the form
of a properly
drawn up
Service Level
Agreement
has become
imperative”





Terms and conditions apply. BrightRock, underwritten by Lombard Life, is an authorised financial services provider.

If your clients need to increase their pay-out after being diagnosed
with certain serious conditions, with BrightRock they can increase it
to up to 200%.
Only BrightRock’s needs-matched life insurance recognises that the same illness or injury can have very different
financial impacts on different people. Which is why we offer a product with the flexibility to meet additional
expenses that may arise from an illness or injury to meet your clients’ individual needs. Your clients have the choice,
on diagnosis of certain serious conditions, to receive either just a lump-sum pay-out or a lump-sum plus regular
monthly pay-outs – increasing their pay-out to up to 200% of the cover amount.

Get the first-ever life cover that changes as your life changes.

Visit www.brightrock.co.za for more.
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W ith significant
changes
looming on the
financial services

horizon and an element of
uncertainty, financial advisers
will have to be careful not
to take their eye off the
ball. The Retail Distribution
Review (RDR) proposes that
the activities performed by
an adviser in respect of their
customers should be paid for
by that customer.

This means that advisers
must clearly define and
articulate their value
propositions and agree with
their customers the services
which they will deliver to

Back to basics

PRACTICE 
MANAGEMENT

NICKY NAIRN
Head of compliance
at Masthead

them and for which they will
be remunerated. An adviser
is limited to the terms and
conditions of his/her licence
and can only operate within
this authorised framework.

Further to this customers
have freedom of choice and
can decide on the extent of
the financial advice or service
which they require. In order
to avoid misunderstandings
and to define expectations,
adviser and customer should
enter into an agreement which
is clear, easy to understand
and sets out the needs to be
addressed and the services to
be delivered. While this will
become more critical in light

of the RDR proposals, it is a
basic principle of any business
transaction. Informed choices
are driven by clear information
and understanding. Part of this
is to define the context and
parameters of the business
relationship.

At the very heart of the
financial services industry is the
financial needs and objectives
of people, their families and
their businesses. Without
these needs there would be
no customers and without
customers there would be no
place for product providers
or financial advisers. It makes
perfect sense, therefore, that
advisers are expected to seek

information from their
customers in relation to one,
some or all of their needs and
objectives as agreed. This is not
an end in itself, but rather a
means to dissect and evaluate
the component parts of the
customer’s circumstances,
aspirations, needs and goals
in order to establish the best
possible solution based on the
information at hand.

Financial advisers carry
a general duty of care and
diligence towards their
customers and should
educate customers about
the importance of the
information which they will
need so that they can give

appropriate and good advice
and to ensure a fair outcome
for their customers. Even
when a customer approaches
an adviser with a “single”
need which is a reality in
many advisers’ businesses,
information which relates to
that particular need should
be obtained, documented,
assessed and evaluated,
even in its limited form, so
that the best advice in the
circumstances can be given.

However, just because a
customer has decided on a
specific part of or single area
to be addressed does not
remove the obligations and
fiduciary responsibility of an

adviser to make sure that a
customer understands the risks
and limitations in the advice
and service to be provided.
While the administrative
and compliance burden on
financial advisers comes at a
cost, the implications of poor
advice can be far reaching
for the individuals and their
families on the receiving end.

Advisers should reaffirm
their approach and their
processes to ensure compliance
with legislation and fair
treatment of their customers.
This will not only serve their
customers but will help to
build sustainable businesses.
An informed customer whose
expectations have been
met is likely to remain with
the business and to refer
family and friends. It is this
customer who will also easily
understand the value of the
advice provided and will be
more willing to transition with
the business as it moves into a
post-RDR world.

“Informed
choices are
driven by clear
information and
understanding.
Part of this is to
define the context
and parameters
of the business
relationship”
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DON’T GET BURNED BY RISK.
Manage your risk properly so nothing stands in the way of

your success. By taking advantage of Masthead’s range of

services including compliance, risk management and practice

management, you won’t leave yourself exposed.

Masthead – your advantage.

To find out how Masthead can help you, visit masthead.co.za

Provider of compliance and risk management services to all

financial services providers.
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The 2015 UK Budget is expected to
drive the demand for pension transfers
skywards from those residing in South
Africa who still have pensions in the UK

Demand for
QROPS set to
soar in SA

Lifetime Allowance
In the last Budget of the
current parliament, the UK
Chancellor of the Exchequer,
George Osborne, confirmed
that the lifetime allowance
(LTA) for pension tax relief
is to be slashed further from
£1.25 million to £1 million.

This will be the third
reduction in the LTA since
2012 when the British
government brought it down
from £1.8 million to £1.5
million. It was lowered again
in 2013 from £1.5 million to
the current £1.25 million rate.

Seemingly annual pension
reform, coupled with future
uncertainty, will, I believe,
serve as a prompt for many
individuals to move their
UK pensions out of Britain –
such as, of course, many of
the 200,000 British expats
who live in South Africa,
including South Africans and
foreign nationals, who have
accumulated British pensions.

Specifically, the LTA
reduction will motivate
expats in South Africa and
around the world to move
their UK retirement savings
into a QROPS or run the
risk of a 55 per cent tax on
a withdrawal above this
lowering threshold.

QROPS
QROPS, or a Qualifying
Recognised Overseas Pension
Scheme, is an HMRC-
recognised pension transfer
scheme that is based in a
jurisdiction outside the UK
but still adheres to standards
and requirements outlined
by HMRC.

UK citizens with a local
pension may transfer those
savings into a QROPS,
provided that they have
demonstrated reasonable
intent to live outside of the
UK and that the overseas
scheme is registered with
HMRC and is fully compliant
with the standards of the
jurisdiction it is domiciled in.

When a UK pension is
transferred into a QROPS it is
tested against the LTA at that
time of transference. This
is why it can be reasonably
expected that a growing
number of expats will enquire
about QROPS.

Once the retirement funds
are outside the UK, they will
be exempt from the LTA
limit – even if the pension
pot increases beyond £1
million in the future. This is
potentially advantageous as it
is being mooted by some UK
politicians to reduce the LTA
even further over time.

It is likely that more people
than many might expect will
be adversely affected by the
new LTA limit because, as
the value of their pensions
increases, this limit could be
breached and the high tax
will also apply. For example, if
individuals have contribution
based pensions over £500,000
or a defined benefit above
£25,000 per annum, or a
combination of both, they
should be seeking immediate
advice. If individuals are
under say 50, with smaller
pensions, they too need to
understand the impact of
both current and future
LTA changes.

Besides the LTA issue,
those who transfer their
pensions into a QROPS will
also typically benefit from
being able to access flexible
high-return investments and
have their pensions paid in
the currency of their choice.

Flexibilities
In addition, the UK
government’s much-lauded
new pension flexibilities
that came into effect on
6th April, have, it has now
also been confirmed, been
extended to QROPS in Malta.
This would allow people over
55 to withdraw their entire
Malta QROPS, with 25 per
cent being a tax free
lump sum.

Malta is, to date, the
only jurisdiction to offer
these pension freedoms
for qualifying
registered
overseas
schemes and,
whilst Malta is
not the most tax
efficient QROPS
jurisdiction for
a South African
resident, the
move highlights
the continuing
maturity of the
pension transfer
market and
further cements
QROPS as being a
principal part of
wider retirement
planning
options.

It is now
widely expected
that alternative
QROPS
jurisdictions,
such as Gibraltar,
will look to
follow Malta’s
lead.

Whilst we
unreservedly
agree with
QROPS being
given the same
privileges as
pensions based
in the UK,
there are,
of course,
still the same
risks attached
to accessing
pension
pots early.

deVere Group is one of the world’s
largest independent advisers of
specialist global financial solutions
to international, local mass affluent,
and high-net-worth clients. It has a
network of more than 70 offices across
the world, over 80,000 clients and
$10bn under advisement.

The information contained in this
article is believed to be reliable but
is subject to change without notice.
It provides an opinion, based on
facts and experience, and is not to
be construed as investment advice.
deVere makes no representation as
to the completeness or accuracy of
the information or of any opinions
expressed.

Alternative QROPS jurisdictions will look to follow MaltaAlternative QROPS jurisdictions will look to follow Malta

PROFESSIONAL
POINTS

GREG STOCKTON
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Two-speed generationsTwo-speed generations
population group is growing
faster than any other, not only
now but at any other time in
human history? The answer is
the over-50s.

In addition, since 1997 the
under-21-year-olds in Europe
and the U.S. have seen their
average income go down 20%
in real terms, while the over-
50s have seen their income
grow by 25% in real terms. If
you think that through - and
what it says about our society
and the economy - the term
‘two- speed’ comes to mind.

Also since 2005 - only
10 years ago - the pay gap
difference between the
under-21s and over -50s has
risen by a further 50% - so
quite simply, as large as it was
10 years ago, it is now 50%
bigger. It is almost beginning
to sound socially destructive.

Having a company that sells
quality product and services
to the over-50s no longer
sounds smart - it simply
sounds like the only way
forward for any ambitious
company. The problem is it
highlights that we must also
remember the young and we
must all, we over-50s, take the
young with us on this journey
of life and self-improvement.
Minimum wage jobs, an
unattainable property ladder
and a lack of opportunity will

kill the whole economy - and
then see how quickly things
equalise! We all need to be
pulling in the same direction
and society must offer hope
and rewards for all those who
are smart and willing to work
hard.

On a lighter note, it was
interesting to see the very
politically correct Welsh
named, but actually Irish
Captain of England, who
refused to sing the national
anthem of the country he
leads, returning to the UK
with a lovely flock of Aussie
ducks! So Eion, who do you
think is the bigger twit now,
you or the smart boys at Lords
who selected you? As a Pom
(once a Pom always a Pom)
but with two South African
sons and a “very” Australian
wife, I am now an official
supporter of Bangladesh, and
why not? It makes just as
much sense as a nationalistic
Welsh sounding Irishman
captaining England.

Ian Kilbride is chairman of
Warwick Wealth

E very now and then
someone asks why
I have a company
that concentrates on

the over-50s, so once I have
explained the lighter points
of not really understanding
the younger generation,
their total obsession with
phones and messaging, as

well as their lack of taste
in music, it is time for

the harder business
realities of the position.
Fundamentally it is not
really that complicated;
just ask yourself which
is the largest growing
population group on

the planet and which

“Which
population
group is
growing faster
than any other?
The answer is
the over-50s.”

One Company | One Focus | One Number

0800 50 50 50

warwickwealth.com
An owner of Authorised Financial Services Providers in South Africa, Mauritius and Guernsey

INVEST TRUST OFFSHORE

SELLING? OUR DEAL IS A PE OF 10!
Warwick is acquiring Independent Investment and Financial Planning Brokerages across South Africa.
All FSP’s will be considered and many have already been acquired! Contact Wendy on 0800 50 50 50
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This is how the new tax-free investment works:

After
1 March 2015

Before
1 March 2015

what
you
get

what
you
get

tax

If you’ve been waiting to
invest, the time is now.

It’s that simple. All the money you make is yours to keep. The sooner you start, the sooner your
money compounds. And the longer you keep it there, the more it grows. Maximum investment
allowed is R30 000 per year or R500 000 over a lifetime.*

For more information go towww.nedgroupinvestments.co.za or call Client Services on 0860 123 263. Alternatively, speak to your financial adviser.

* Penalties apply when these limits are exceeded. NGI_TFSI-15
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P rescient Fund
Services (PFS), the
fund administration
business in the

Prescient Group, has
announced the addition
of global execution services
to its offering, providing
investment managers with
a comprehensive execution
service with access to global
markets.

Says Craig Mockford, Head
of Prescient Fund Services:
“Our global execution services
include a single buy-side
point of contact with brokers
for access to global equities,
derivatives, and foreign
exchange markets.

“By handing over the

dealing function, fund
managers can focus
on analysis.”

PFS offers specialist
outsourced administration
services to asset managers,
multi-managers and other
institutional investors.
Services include segregated
portfolio administration,
unitisation, daily pricing and
client and member record-
keeping.

PFS categorises its services
under administration,
platform services, and global
execution services.

Platform services include
collective investment schemes
and pre- and post-retirement
products, while fund services

cover fund accounting,
transfer agency, front office
and pre- and post-trade
compliance.

“Administration was
developed as a core
competency within the
group through many years
of delivering the service
to Prescient Investment
Management and its clients.
The need by smaller asset
managers to access efficient
and affordable third
party administration was
recognised and resulted in
the establishment of PFS,”
says Mockford.

He adds that PFS has
invested heavily in fund
administration over the last

two years to become a market
leader able to provide its
services locally and globally.

For clients, the global
platform means competitive
execution and clearing
capabilities in markets in
Africa, Asia, Europe and the
Americas, and the ability to
trade from anywhere without
the need for a front-office
dealing function or a back-
office team.

Prescient’s global execution
offering includes an
extensive algorithmic trading
suite, including standard
benchmark algorithms and
customised algorithms for
different trading styles and
alpha seeking strategies.

Kevin
Weller, Head of
Algorithmic Trading
and Trade Cost
Analysis for Prescient
notes that, by moving dealing
and transactional services into
administration, “PFS makes
it possible for fund managers
to do away with centralised
dealing desks to facilitate
a more independent and
transparent approach to the
dealing process.”

Prescient has partnered
with Markit®, a global leader
in trade cost analysis, and
as a result is able to deliver
transaction cost analysis in
the complex algorithmic
trading environment in SA.

A s discussed in the
previous issue, hedge
funds will soon be
regulated in South

Africa as collective investment
schemes (CIS), along with unit
trusts.

Amongst the positive
consequences of this for
investors is the introduction
of improved oversight in
the form of independent
trustees, while additional
risk monitoring and better
liquidity terms will also be
available.

It is expected that these
benefits could result in
continued growth in hedge
fund portfolios, which
currently represent only
a small proportion of the
investment universe in
South Africa.

According to the Association
for Savings and Investment
SA (ASISA), the local CIS
industry had almost R1.7
trillion in assets at the end of
December 2014, compared to
the South African hedge fund
industry with assets under

management of R57 billion.
With regulation having been

clarified and strengthened,
combined with rising market
volatility, it is likely that hedge
funds will attract growing
numbers of investors.

Most South African hedge
funds are conservatively
managed, with the focus on
capital preservation. When
seen in the context of a
broader investment portfolio,
the inclusion of hedge funds
results in reduced overall risk.

Most hedge fund mandates
adhere to a long-term
investment objective of capital
preservation and avoiding
negative annualised returns,
while also striving for capital
growth and positive returns
regardless of market direction.

Investors considering an
allocation to hedge funds
can either invest directly in
the funds of their choice, or
through a fund of hedge funds.

Because a fund of hedge
funds invests in a range
of different underlying
hedge funds that provide

Outsource portfolio and
risk management with
a fund of hedge funds

Fund managers outsource dealing

diversification, it could
potentially result in a higher
overall fee. However, a fund
of hedge funds is likely to
achieve lower volatility while
maintaining returns as a result
of diversification, while also
helping investors mitigate
manager-specific risks.

These are not easily
measureable and could
include regulatory or
reputational risks. Fund of
funds managers are paid to
take such uncertainty out of
the equation.

A good fund of hedge
funds should represent
less risk than the sum of its
parts - the individual hedge
funds that are its building
blocks. Funds of hedge funds
help investors to protect
their portfolio against
market downturns, allowing
investments to compound at
a more stable rate.

With a fund of funds
approach, the investor should
benefit from a more stable
return stream and lower
volatility of returns compared

with investing directly.
Lower volatility is the result

of uncorrelated or lower
correlated constituents. Funds
of funds are potentially the
ultimate compounders, which
over the long-term should
result in superior risk-adjusted
returns.

Funds of funds are also
the most cost-effective
option for many investors
because they have in
place the infrastructure
and processes needed
to do detailed manager
research, to undertake
portfolio construction and
management, as well as
the ongoing monitoring of
portfolios.

Another advantage of
funds of funds is that their

size allows them to negotiate
better investment terms, which
can include lower fees and more
favourable redemption notice
periods. As a result, investors
benefit from the economies of
scale inherent in a fund of hedge
funds.

On balance, many investors
would be well advised to
outsource portfolio and risk
management to a proven fund of
hedge funds.

Eugene Visagie is a portfolio manager at
Novare Investments.

INVESTING Fund of hedge funds likely to achieve lower volatility

INSIGHTFUL
INVESTOR

EUGENE VISAGIE
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A passive investment strategy has its place - but is now the best time?

The Active / Passive Debate:
PSG’s prevailing view
Who is passive good for?
A passive investment
strategy is generally a good
idea for investors that are
very focused on costs or
are not comfortable that
they are able to pick stocks
or fund managers that can
consistently outperform the
market over longer periods.
That said, there are a number
of capable stock pickers in
South Africa that have long-
term track records of beating
the market by a sizeable
margin. For example, the PSG
Equity Fund has beaten its
benchmark, the FTSE/JSE All
Share Index, by almost 5% per
year over the past 13 years –
after costs.

Why is passive so
topical now?
The active versus passive
debate always tends to heat
up after a few years in which
it has been tough to beat the
market or index. This tends to

occur when the heavyweights
in the index have had very
good price momentum,
which has been the case in
recent years as far as the JSE
is concerned.

What does value have
to do with a passive
strategy?
The real problem with an
index-based passive strategy
is that you buy a basket of
stocks with no attention
being paid to the price you
are paying. And after a period
when large capitalisation
stocks have had a good
run, your investment can
be skewed towards a small
sample of very expensive
heavyweights. This is the case
right now – just as it was in
late 2007 and early 2008. Only
back then, it was the resource
shares that were much-loved
and expensive. Today, it’s the
industrials. Investors should
be aware of the risks of buying

into a passive, market-
weighted strategy at this
point in the investment cycle.

To illustrate, it is worth
looking at what a passive
investment in the FTSE/JSE
Top 40 in June 2008 would
have looked like: 60% of your
capital would have been
allocated to the resource
sector at a time when mining
shares were extremely
expensive. Since then the
sector has lost 40% of its
value – and almost 19% would
have been in Anglo American
alone at a time when it traded
above R500. Today it trades
below R220.

An investment in the Top
40 today will see only 22% of
your capital being allocated
to mining and oil stocks, at
a time when many resource
shares are very cheap on
most valuation metrics. Your
investment into a Top 40
market-weighted tracker
now will result in a similar

allocation of roughly 22% to
just two stocks, Naspers and
SAB Miller; both of which
are about as expensive as
they have ever been on most
valuation measures.

At PSG Asset Management,
we define risk as the
possibility of losing money for
our investors. We think that
buying a significant exposure
to very expensive stocks is a
risky strategy. Particularly
now – buyer beware.

Shaun le Roux is a CA(SA) and a CFA
charterholder. He has been managing
the PSG Equity Fund since 2002.

Please note that this article does not
constitute financial advice and should
only be seen as a contribution towards
the Active/Passive debate. What is
appropriate for any investor should
be determined with the assistance of
a qualified and experienced financial
adviser having taken into account
the investor’s financial position, risk
profile and needs.

Collective investment schemes in securities (CIS) are generally medium- to long-term investments. The value of participatory interests (units) may go down as well as up and past performance is not a guide to future
performance. CIS are traded at ruling prices and can engage in borrowing and scrip lending. Fluctuations or movements in the exchange rates may cause the value of underlying international investments to go up or down.
The manager does not guarantee capital or any return on a portfolio. A schedule of fees and charges and maximum commissions is available on request from PSG Collective Investments Limited. Commission and incentives
may be paid and if so, are included in the overall costs. Forward pricing is used. The portfolios may be capped at any time in order for them to bemanaged in accordancewith their mandate. Different classes of participatory
interest can apply to the portfolios andare subject to different fees and charges. PSGCollective Investments Limited is amember of theAssociation for Savings and Investment South Africa (ASISA) through its holdings company
PSG Konsult Limited. PSG Asset Management (Pty) Ltd is an authorised financial services provider. FSP 29524

Our ‘risk first’ approach
puts risk last on your mind.
With rigorous consistency and a built-in margin of safety rooted
in all our investment decisions, we put risk first when it comes
to managing your money.

For more information, call 0800 600 168,
email psgassetmanagement@psg.co.za or visit psg.co.za
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Risk defined as possibility of           losing investors’ money

SHAUN LE ROUX
Portfolio Manager,
PSG Asset Management
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Invest for Income

Marriott Dividend
Growth Fund

The right equities for predictable
dividend and capital growth.
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Arecent survey in
America revealed that
investors with over
$100 000 of investable

capital found investing in the
stock market to be scarier than
public speaking and death!
This suggests that equity
investing is perceived to be
more risky than it actually is.
Marriott demonstrates that
investing in equities can be
more predictable, and less
scary, if one invests in reliable
dividend paying companies.

So why are so many investors
anxious about investing
in equities today? A likely
contributing factor is the
volatile economic conditions
investors have experienced
since the 2008 Global Financial
Crisis. In such an environment
the fear of losing capital
is natural. It is, however,
important for investors to
recognise that during this
period there were a number of
companies whose operations
were largely unaffected. The

Investing in equities
need not be scary when
you invest for income!

Performance vs. Sector Average (end 31March 2015)

Fund Name 1 year 3 years 5 years 7 Years 10 Years

Dividend Growth Fund 8/172 13/134 5/114 1/96 12/64
Sector Average 27.9% 22.0% 20.0% 19.7% 18.4%
Rank 12.1% 16% 14.0% 10.9% 15.9%

Source: ProfileData

Source:
Marriott

chart below highlights this
point through the 25 year
dividend and price history
of Unilever.

Unilever sells basic
necessities to consumers
all around the world and is
able to grow its earnings and
dividends consistently. As is
evident from the chart, this
consistent dividend growth
ultimately translates into
capital growth. It therefore
stands to reason that investing
in a portfolio of companies
which are able to produce
reliable, growing dividends
will significantly reduce the
risks typically associated with
equity investing.

At Marriott, we do our
utmost to ensure consistent
and reliable dividend growth
from our equity portfolios
through a security-selection
process which filters out any
security where future dividends
are hard to predict. There are
six key steps in this income
focused process:

in a Marriott portfolio as the
company’s profitability is linked
to the price of oil. Internationally,
technology stocks such as Apple
and Sony are avoided due to
their reliance on innovation
to grow.
STEP 5:
Company Screen – We avoid
companies with specific risks
to dividends, for example,
companies with too much
debt or risky business models.
This filter ensured that our
portfolios had no exposure to
African Bank, a share which hurt
investors in 2014.
STEP 6:
Yield Screen - Companies
offering investors best value
are selected from the remaining
pool of securities

This filtering process
minimises a number of risks
ensuring all Marriott equity
investments deliver reliable
and growing dividends into
the future, which ultimately
translates into predictable
capital growth. The securities
which have made it through
this filtering process, and
which Marriott believes

will serve investors best in
the years ahead, are
highlighted above.

It would be reasonable
to assume that a low-risk
equity approach would
yield below average returns.
However, this is not the case.
A number of studies have
shown that companies that
pay dividends, and grow
them, tend to outperform the
market over the long term.
The chart below outlines the
performance of the Marriott
Dividend Growth Fund
(Marriott’s South African
Equity Fund) over the last
decade.

In summary, by investing
for reliable dividend income,
the risks typically associated
with equity investing can
be reduced making capital
growth more predictable.
Consequently, investors need
not shy away from this asset
class out of fear of losing
capital. A higher exposure to
equities over the long-term
should translate into higher
levels of income and capital
growth – the ultimate goal of
most investors.

STEP 1:
Market Cap Filter – South
African Companies need to have
a market capitilisation of more
than R2 billion and international
companies need to be listed on
a major first world exchange.
This excludes smaller more
speculative investments.
STEP 2:
Dividend Filter – Companies
that have not paid dividends over
the last 3 years are filtered out.
STEP 3:
Economic Screen – We exclude
companies vulnerable to
current economic conditions.
MTN, for example has recently
been removed from our local
equity portfolio due to its large
exposure to the volatile Nigerian
economy.
STEP 4:
Industry Screen – Companies
operating in unpredictable

industries are
filtered out, such
as commodity
producers. Thus,
despite being
the most widely
held share in SA,
Sasol has never
been included

Dividend Growth 7.4%

Price Growth 6.5%

Source:
Marriott
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Equities’ leading role
E quities are a key

generator of
performance. Over
time, equities are the

top performing asset class,
and the returns they offer
can be much greater than the
returns of bonds and cash.

Kim Hubner, head of
business development and
marketing at Laurium Capital
says that equities have an
important role to play in an
investment portfolio.

“Although most industry
assets are held in multi-asset
funds, general equity funds
still constitute a significant
portion of total assets.”

She points out that
according to the 31 December
2014 ASISA stats, there are
189 general equity funds
that received net inflows of
R14,5 billion in the last
quarter of 2014.

“Overall there are 248
equity funds, and they
hold over R335bn of
industry assets.

“In the long-term, equities’
performance beats the
performance from both
bonds and cash. Research
from SBG securities shows
that R1 invested in the ALSI
in January 1960 would have
been worth R5 748 at the end
of December 2014 (income
reinvested). The same amount
invested in bonds would have
been worth R200 and R147

if it was invested in cash. The
CPI basket saw a rise of R1 to
R74 over the same period.”

From 1976 to 2014 SA
equities as measured by the
FTSE/JSE All Share Index have
delivered average annual
total returns of between
16.1% and 21.8% over 3, 5, 10,
15, 20, 25, 30 and 39 years.

“Equities are the place to be

over the long term,” Hubner
comments.

The Laurium Prescient
Equity Fund, which
celebrated its first
anniversary in April, offers
investors exposure to this
important asset class.

The fund is fully invested
in SA equities, with a
minimum 95% equity holding
as an internal benchmark.

It is ideal for investors
looking for equity exposure,
and can be used as a building
block in a balanced portfolio.

The fund is actively
managed, relatively
benchmark agnostic and has
a value bias.

“We believe in number
crunching,” Hubner
comments.

“The core of our
philosophy is bottom-up
fundamental research and
valuations, but top down
views are an important

“In the long-
term, equities’
performance
beats the
performance
from both bonds
and cash”

overlay. We seek to identify
companies whose share
prices differ materially from
our intrinsic valuations,
based on longer term,
through-the-cycle cash flows
and earnings. Shorter term
inefficiencies can also present
trading opportunities that
can add alpha,” she says.

“Fundamental analysis is
one of our strengths, with
founders Murray Winckler
and Gavin Vorwerg both
receiving top analyst ratings
when employed at Deutsche
Bank,” she adds.

“It is also important to
know the companies and
management teams – and this
is why the relationships our
team has developed over time
are so valuable.”

All of these inform a view
on a stock.

“As a house we focus on the
top 160 shares, but our equity
fund typically invests in the
top 100 shares.”

19,3

10,6 9,6 8,2
11,1

2,4 1,3
0

5

10

15

20

25

Equi0es Bonds Cash Infla0on

Av
g
an
nu
al
re
tu
rn
,%
pa

SA broad asset class average annual total returns
(1960 – 2014)

Nominal Real

Source: I-‐Net, SARB, SBG Securi3es analysis

The broad focus is
important because research
shows that in the long-term
the top 40 ALSI stocks,
and the mid- and small-
cap stocks have all been
significant contributors to
the performance of South
African equities.

According to Hubner,
getting the big calls right
is critical in an equity
portfolio.

“Take a stock like Naspers
– a big part of the index. We
approach an investment
in Naspers by doing an in
depth business assessment,
financial analysis and
valuation. The position
will also be analysed from
a portfolio construction
standpoint, including
correlation to existing
positions, concentration
risk and liquidity.
Depending on the outcome
of this we would set a price
target and invest.”
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Each investor is different
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Anet Ahern, CE of PSG
Asset Management
says each investor
is different and

their relationship with their
adviser can greatly influence
how they view shorter term
market movements.

“A good adviser ensures a
plan is robust and sets clear
expectations for the investor.
It’s all down to the amount of
thinking that is done upfront,
creating realistic expectations
and measurement period, and
communicating regularly.”

Anthony Katakuzinos,
STANLIB Retail COO says that
over the past 15 years - and
with the introduction of FAIS
- he’s seen a trend by advisers
(and their clients) to avoid
pure equity and specialised
equity funds in favour of
investing in asset allocation
(balanced) funds. These funds

INVESTING
UNIT TRUSTS

MoneyMarketing spoke to both PSG Asset Management and STANLIB about the characteristics of South African
investors. We asked how risk-averse local investors are, and if they’re easily spooked by market volatility.

provide equity exposure in
addition to exposure to other
asset classes within a single
fund.

Katakuzinos says there
have been similar trends in
developed markets where
a similar type of legislation
has been introduced, “but it’s
difficult to say if SA investors
are more risk averse than
their global counterparts.”

Another factor influencing
asset allocation decisions
is the introduction of risk
profile type questionnaires
which attempt to categorise
investors into high, medium
and low risk categories.

“There are question
marks on the ability of these
simplistic tools to accurately
profile investors, because an
investor’s needs are much
more complex than that,”
he notes.

MoneyMarketing also
posed the question of what
goes into managing a fund
on a daily basis. Ahern says
behind each PSG Unit Trust
is an experienced investment
team that applies a very
consistent process on a daily
basis “with discipline and in a
way that aims to put risk first
in every decision.”

She adds that most of the
day is spent researching and
thinking about investments
with a long term view in
mind, and readjusting the
portfolio as opportunities to
buy or sell arise.

“These opportunities are
based on whether a share
that has been thoroughly
researched is now under- or
overvalued relative to our fair
value. A good research and
management process has a
clear consistent philosophy

(such as putting risk first), a
repeatable process and has
to be implemented by an
experienced team that is not
swayed by consensus, but that
builds their own conviction
based on their own work.”

Meanwhile Herman
van Velze, STANLIB Head
of Investments says fund

managers on a daily basis
spend time reviewing and
understanding their positions
in the market and how
the data will impact their
portfolios.

“Contrary to perceptions,
funds don’t get traded on a
daily basis as we would rather
trade less frequently, but with
greater impact.”

He says good research is all
about looking forward and
not at history.

“Analysts that focus on
the thematic drivers of
companies and how this
impacts the bottom line
looking forward have the
opportunity to create value.”

He adds that fund managers
need to be consistent in
their application of their
investment processes and not
get distracted by the day-to-
day noise in the market.

“A good
adviser
ensures a
plan is robust
and sets clear
expectations
for the
investor.”

Is managing
investor
expectations
the toughest
job in the
world?
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INVESTING South African equities are expensive

Higher asset valuations making
investment managers more cautious

31 May 2015

A s a value-based
investment
manager,
Prudential has

become more cautious
in much of our portfolio
positioning after a volatile
first quarter of 2015,
during which global and
local asset valuations
continued to rise.

Developments over the
three months kept funds
flowing into financial
markets, fuelling further
gains in equities, bonds
and listed property. In
the US, an unexpected
softening of economic data
and a stronger US dollar
spurred the Federal Reserve
to moderate its monetary
policy outlook, leading the
market to expect lower US
interest rates for longer.

In Europe, the launch
of the European Central
Bank’s aggressive
quantitative easing (QE)
programme pushed Euro-
area bond yields sharply
lower and the currency
much weaker, while equity
prices rallied strongly. At
the same time, Japan’s own
QE programme helped the
Nikkei post double-digit
returns, and the economy
returned to positive
growth. Emerging markets
joined the easy money
bandwagon as the lower
oil price allowed several
countries to cut interest
rates over the period.

In South Africa the
environment was more
subdued. While falling
inflation early in the
quarter and slow growth
did allow the South African
Reserve Bank to maintain
interest rates at ongoing

“We believe global equities remain more attractively valued than SA equities”

INVESTING

BY DAVID KNEE
Head of Fixed Income at
Prudential Investment Managers

low levels, the second half of
the quarter was characterised
by a focus on the weaker rand
and deterioration in inflation
prospects (on the back of
higher petrol and electricity
prices), which sparked
concerns that the Bank may
come under pressure to raise
interest rates. Nevertheless,
the FTSE/JSE All Share Index
returned 5.9% for the quarter,
listed property 13.7%, and
bonds 3.0%.

In the face of higher
valuations, the lack of
delivery of global equity
earnings is starting to
become a concern. From
an historic valuation
perspective, developed
market equities (like
Germany and Italy) still
appear to be fairly valued
to somewhat cheap, but
significantly less so than the
end of 2014. Should there
be an ongoing failure to
deliver earnings, markets
may be vulnerable to
disappointment. Despite
this concern, we believe
global equities remain more
attractively valued than
SA equities. In our higher
return-targeting multi-
asset funds we are very
near our maximum
permitted 25%
weighting.

With a one-year forward
price-to-earnings (P/E) ratio
of around 16 at the end of
March, South African equities
are expensive on both an
historic and a relative basis;
in fact, they are in the top
25% of the world’s most
expensively valued markets.
While actual company
earnings growth since mid-
2013 has been flat, market
prices (excluding dividends)
have risen some 30%. As a
result, we are neutral SA
equity in our global multi-
asset portfolios.

Meanwhile, the ongoing
rally in SA listed property
over the past 12 months
has produced an excellent
total return of 40.4% from

this asset class and driven
valuations to expensive levels
on an historic basis and
compared to longer-dated
bonds. Consequently we
are more cautious on listed
property in our portfolios,
having moved from
overweight to neutral.

SA bond yields, particularly
longer-dated paper, fell to
less attractive levels during
the quarter, and remain
subject to volatility arising
from the uncertainty over
timing of the coming US
interest rate rises. While we
had been overweight bonds
in our multi-asset portfolios
since the “taper tantrum”
of mid-2013, and favoured
longer-dated bonds in our

specialist bond funds,
we are now neutral.

Finally, looking at global
fixed income, we have
opted for floating-rate
notes in our US holdings
to make our portfolios
less vulnerable to interest
rate risk, and are therefore
underweight duration.
There is also a small
concern that a positive
growth surprise in Europe
might at some point
undermine the euphoria
in the European bond
market. However, we are
still positive on corporate
bonds, given the low
probability of an aggressive
interest-rate-hiking cycle or
a recession in the US.
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Look at costs carefully

31 May 2015

SA savings rates at all time low

W e have never
saved so little,
both at a
national and

household level. According
to the Reserve Bank, South
African savings rates in the
past year were at their lowest
since records began in 1946
(according to data released
by the SARB).

STANLIB Chief Economist,
Kevin Lings, attributes this
to the fact that we favour a
culture of credit over savings,
and says this makes our
country and people very
vulnerable.

“We have developed a
culture of easy credit with
readily available access to
unsecured credit in the
form of personal loans and
credit. Without any savings to
fall back on, we continue to
perpetuate our dependence
on credit at a national and
household level, which makes
us extremely vulnerable
to various types of risks”,
says Lings.

Saving is one of the
best ways to reduce this
vulnerability and transform
lives. This is the view of Seelan
Gobalsamy, CEO of STANLIB,
one of SA’s largest asset
managers.

“We need to save to
prosper, both at national

and household level. To
strengthen and build our
nation, our Government
needs to invest in
infrastructure, for example
in our schools, hospitals,
roads and businesses.

“Developing the country
in this way will improve the
lives of ordinary people, but
this requires large pools of
savings. This begins with
getting every South African
family to save, and it’s our
duty to turn customers’ good
intentions into actions”, says
Gobalsamy.

Despite increased
education on the importance
of saving, it is not having the
desired effect of changing
behaviour as savings levels
continue to decrease. It is
against this backdrop that
Government introduced the
National Savings Plan (NSP),
which came into effect on
1 March 2015. This is the
biggest piece of legislation
to impact our industry
since the late 1960s, when

RAs were
launched
locally.
Encouraging
ordinary
people to
save - from
across
all socio-
economic
backgrounds

- is a national priority and a
passion shared by STANLIB.

Gobalsamy says the asset
manager fully supports
Government’s desire to build
a better South Africa and
believes that investing in a
Tax-Free Savings Account
(TFSA) will help empower

families while
positively
transforming our
country.

Lings explains
that the TFSAs are
beneficial on two
levels, “Successful
countries invest in
themselves. There
is a difference
between national
growth and
development.
Growth is getting
bigger, whereas
development
is ultimately
improving
people’s

lives. South Africa needs
development. The fewer
savings a country has, the
lower its government’s
ability to develop that
country and improve
citizens’ lives. Currently,
South Africa is too reliant
on foreign savings. The NSP
is a good way to boost our
savings levels and reduce
dependency on foreign
savings.”

STANLIB’s Tax-Free
Savings Account Range
STANLIB offers Tax-Free
Savings Accounts across
its core range of Equity,
Balanced and Income
funds, including a range
of risk-profiled funds. It
is comprehensive to cater
for different client needs –
notably where they are in
their life stage, their appetite
for risk and ultimate
investment goal, explains
Anthony Katakuzinos,
STANLIB Retail COO. These
include lower risk income
type products, medium-risk
asset allocation funds as
well as higher-risk full
equity funds.

Clients can switch between
STANLIB funds from within
their account without paying
any extra fees or taxes.

“We give full flexibility to
manage clients’ investments
over the short, medium
and long term. As their
circumstances and the
investment climate changes,
they can easily switch
between funds without
paying additional costs”,
says Katakuzinos.

The funds provide all the
benefits of regular unit trust

funds such as transparency,
flexibility and professionally
managed and cost-effective
investments.

The industry’s
response to TFSAs
There have been questions
as to why industry players
are creating new products
given the annual contribution
amount of R30,000. There have
also been questions as
to who the product is aimed at,
says Katakuzinos.

“While R30,000 a year may
not be a large amount for a
high net worth client, for a
very broad cross section of
the market it is a significant
sum. Think about it, how
many people have put away
R500 000 over 17 years?”

He stresses that the aim
of the initiative is to grow a
culture of savings in South
Africa, and the product is
therefore designed to appeal
to everyone.

“Just as savers need to
see the TFSA as a long term
investment, so do the product
providers”, says Katakuzinos.
“A 40 year old will probably
work for at least another 20
years. If he or she is putting
away R30,000 a year for
15 years, this would bring
the total contribution to
R450,000.”

If that money was invested
in the STANLIB Balanced Fund,
based on historical returns,
an investor would have
accumulated over
R1.7 million which is a
substantial amount of
funds that will generate
sizeable tax free returns.
STANLIB’s calculations reflect
that tax free benefits over time
could add up to 2% additional
return to a client’s investment.

“It is at this point in the
calculation that people begin
to see why the tax free savings
account is a win/win situation
for investors and product
providers,” Katakuzinos says.
“However, your clients need to
understand that over the life
of their TFSA of a 15-20 year
investment, many
factors can change.”

As market conditions
constantly change, so
too do clients’ lives. Their
requirements may evolve to
meet new circumstances, and
it is important to be aware of
these changes. In time, a TFSA

is an ideal supplementary
savings vehicle. Clients need
accounts that offer them
the flexibility as well as cost
effectiveness to allow them
to efficiently change their
investment strategy, by
switching between funds
where necessary or leaving
it to a professional asset
management team to do so.

“For example, our unit trust
account incorporates options
ranging from fixed interest
money market to offshore
global equity, and property to
balanced funds. The process
is simple and efficient, and
free of switching costs,”
Katakuzinos says.

Look at costs carefully

All product providers are
offering essentially the same
product: namely R30,000 a year
invested from after tax income
and a life cap of R500,000 on
contributions. There are plans
by Treasury to increase the life
cap over time and perhaps even
the annual limit.

Where you can help your
clients is in selecting a TFSA
that is fully transparent when it
comes to costs.

STANLIB’s Unit Trust
TFSAs only charge an annual
management fee. For example,
the STANLIB money market fund
charges 0.5% per annum; the
STANLIB balanced fund charges
a 1% annual fee excluding VAT
and adviser’s fees.

“Be aware that some
providers charge an additional
‘wrapper’ fee over and above
the standard fund fees. Look
very carefully at the cost
structure of the investment.
A relatively small additional
fee, such as 0.5%, makes a
significant difference to your
client’s returns over a 20 year
period,” says Katakuzinos.

For more information on
how a Tax-Free Savings Account
can help secure your client’s
financial future, visit
www.stanlib.com

“Everyone in the financial
services industry has a
responsibility to help
turn the tide against the
country’s low savings rate”

Seelan Gobalsamy, STANLIB CEO
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BY ROELOFF HORNE
Director and Head of Portfolio
Management South Africa,
Miton Optimal

W e believe
that optimal
portfolio
construction

should pay attention
to future real return
expectations and a diversity
of asset classes. Currently
some headwinds are
prevailing to derail portfolio
construction ideas:

• Many market commentators
remind investors that current
SA Equity prices are trading
at a significant premium to
their historic average and that
volatility may increase due to
global central bank monetary
policy intervention

• Many investors also use past
performance as a guide to
select funds and asset classes
to construct portfolios

We approach the
portfolio construction
challenge by testing the
correlations between many
approved and liquid asset
classes and combining them
to achieve absolute return
objectives within acceptable
volatility targets.

Whilst we believe that the
best way to achieve absolute
return objectives is through
targeting the optimal risk
level, the corresponding
return level that plots on
an efficient frontier and
the inputs in calculating an
efficient frontier basically
dictate whether a strategic
portfolio construction
plan will work or not. We
therefore make adjustments
using a quantitative (Black
Scholes) model to the three

required inputs - future
real return expectations,
asset class correlation
and risk - on a consistent
basis, in order to best
fit coming economic
conditions and not purely
be backward looking.

Once this has been
established, diversification
is absolutely crucial, and
the more asset classes/
trading strategies/ideas
that can be incorporated,
the larger the potential
risk-adjusted return
enhancement. Our model
is built on this premise,
which means that the
more potential investment
options we are able to
process, the more effective
it becomes. As such, our
model thus welcomes
weird and wonderful
opportunities, instead of
resisting their inclusion as a
result of not knowing how
to handle them.

Current Weird
and Wonderful
Opportunities
Our Investors
often ask us where
more opportunity
exists to achieve
above average real
returns in
the future.

In the past 6
years, we had
fun investing in
SA equities and
provided our
clients with above
average returns.
As SA equities
have become
more expensive,
we slowly rotated
our portfolios to
reduce exposure
to SA equities and
to include more
developed market
equities since

2013. In the past 2-3 years
we also introduced global
listed property and Africa
equity into all our absolute
return solutions. Local
property, SA inflation linked
bonds, preference shares
and corporate bonds also
formed part of our portfolios
in the past 3-4 years. Most
of these asset classes have
become relatively more
expensive and provided
our investors with
satisfactory diversification
and return benefits.

Currently the FTSE JSE
All Share Index trades
at a 25-30% valuation
premium relative to most
other emerging market
counterparts and a 15-
20% premium to most
other developed market
counterparts. Our Local
Listed Property Index also
trades at a premium of 30%
(based on net asset value)

relative to global real estate
indexes. These factors make it
almost inevitable to continue
to include global developed
market and emerging market
equities into our solutions
with a complement of global
real estate exposure.

We recently also added
more Africa Equity exposure
after a major sell-off due to
the strong US dollar and a
collapse in the oil price.

In our more conservative
solutions we have included
Market Neutral Strategies
( managed by Allan Gray
Optimal) and a Flexible
‘Momentum ‘ Equity Mandate
(Managed by Brunia Capital).
These asset classes: Selected
developed and emerging
market equities, global listed
real estate, Africa equity and
SA market neutral solutions
display enough margin
of safety from an SA Rand
valuation perspective to

provide SA investors with
sufficient opportunity to
diversify the risk within
existing portfolios.

It is important to
adjust allocations to
these asset classes when
market cycles, central
bank monetary policy,
valuations and currency
fluctuations change
the opportunity set. An
experienced portfolio
manager should be able
to assist investors to
blend these asset classes
appropriately within each
investor’s risk tolerance
and capacity.
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One of the biggest
current myths is
that retirement
reforms will

somehow disadvantage
provident fund members.

This is according to
Sharon Möller, Financial
Planning Coach at Old
Mutual Wealth.

While many of the
retirement reforms will
only be implemented
next year, one of the first
changes, effective as of
March, disallows lump sum
withdrawals from provident
funds, instead requiring
them to be annuitised in the
same way as pension funds.

“The changes are actually
an incentive for people
to save more for their
retirement and preserve
their wealth. Applying a
limit to the amount that can
be taken as a lump sum is
intended to help protect the
capital,” Möller says.

Reforms not drawback for
provident fund members

Some of the changes set for
implementation in 2016 are
the introduction of fringe tax
benefits on retirement fund
contributions and changes to
the way tax will be calculated
on withdrawals.

“We believe the amendments
are generally positive. Our
figures show over 90% of
provident fund members
choose to withdraw their
retirement savings as a lump
sum when they retire, and this
money is often used to repay
debt or splurge on luxuries.
The huge risk they face, is that
they might not have enough to
live on or, even worse, outlive
their capital,” she says.

Möller adds that retirement
is a watershed in people’s lives
and that the challenges of
providing a regular income,
without dipping into capital

too soon, are very different
to those confronted in a
wealth accumulation phase.

“It is essential to get
appropriate financial advice
to put the right investment
strategy in place from the
start. Each of the aspects
relating to withdrawing and
investing funds need to be
considered during each of
the phases.”

Provident vs
pension funds
In terms of the changed
legislation, provident
fund contributions
accumulated after March
this year, will be restricted
to only one third being
taken out as a lump sum.
The remainder will need
to be invested to provide a
monthly pension payout.

The change only applies
to those who are under 55.
Older members will still
be able to withdraw the
accumulated funds as a
lump sum when they retire.

Möller says that when
the tax changes are
implemented, the tax
treatment of all retirement
vehicles will be aligned.
Furthermore, employer

contributions
to retirement
funds will be
taxed as fringe
benefits in
the hands of
employees.

The changes
will also
allow a tax
deduction

of up to 27.5% of the total
remuneration relating to
contributions to pension,
provident and retirement
annuity funds, subject to
an annual cap of R 350 000.
The deduction allowed is
currently significantly lower.

“It becomes quite difficult
to do a once-off calculation
of how much you need to
save to retire comfortably,
given the variables such as
rate of contribution, time
frame, investment returns
and potential legislative
changes,”she adds.

“Your financial adviser
will be able to use a financial
modelling tool to create

the different scenarios, but it is
only a starting point to facilitate
the advice process and must be
regularly reviewed,” Möller says.

Tax free investment
A further move to encourage
increased savings, which was
introduced from 1 March this
year, is the tax free investment
benefits of up to R500 000.

Möller says investors
hould take full advantage of
the savings generated from the
R30 000 allowed per tax year. The
funds can be invested in interest
bearing vehicles like money
market accounts or equities and
the annual returns and eventual
proceeds will be tax-free.

Increased life expectancy
Other issues such as an
investment strategy’s time frame
are often overlooked in the
planning phase, Möller notes.

The most important aspect
which needs to be taken into
account is the fact that people
are living longer and it is a myth
to think that money only needs
to last for an average 20 years
post retirement.

“We are in an era where life
expectancy of 100 years has
become a realistic duration to
plan for. Furthermore, expenses
often rise in retirement, with
more leisure time and activities
such as holidays, eating out and
expensive hobbies.

“It is important to be realistic
in terms of how much you can
draw each month and we advise
not drawing more than 4 to 5%
during retirement, to provide a
low risk path and to invest the
remainder to deliver returns
which at least exceed the annual
inflation rate.”

And it must be kept in mind
that market volatility could
dramatically change the picture.

“For example, a 10% fall in
asset value when drawing an
annual income of 5% off those
assets, would require an 18%
rise in the market the following
year, while a 20% fall would
require a 33% rise the following
year to fully restore the
portfolio’s full value.”

“The changes are
actually an incentive
for people to save more
for their retirement and
preserve their wealth”
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SA to roll out huge TB
screening campaign
The government launched

the largest tuberculosis
screening campaign yet
seen in South Africa on

World TB Day this year.
The country carries the largest

burden of TB in the world and
government believes reducing
the incidence of the disease will
substantially strengthen the fight
against HIV, as well as contribute to
the building of a healthier nation.

Part of government’s message is
that tuberculosis remains a global
threat – and anyone can contract it.

Government chose Klerksdorp in
North West Province as the place to
launch its TB testing campaign. With
its history as a gold mining town, it
joins many similar towns where the
risk of contracting TB is high.

The country’s Statistician-General
reported in 2014 that TB remains the
number one killer of South Africans.

These include inmates in
correctional services facilities,
mineworkers, communities in mining
areas and children, especially those
under 5 years of age.

The department of health has

identified six priority districts for the
screening campaign:

• Lejweleputswa in the Free State
• West Rand in Gauteng
• Sekhukhune and Waterberg

in Limpopo
• Bojanala and Dr Kenneth Kaunda

in North West.

In the first year of this three year
campaign, government is aiming to
screen at least 135,000 inmates in
correctional facilities and up to half a
million mineworkers.

It also aims to screen around 5
million community members and
1.2 million children in schools, early
childhood development centres and
crèches.

Already 59,000 inmates have
been screened – as well as 140,000
community members.

In the second year of the screening
campaign, there will be an additional
focus on metropolitan councils.

In the third year, government will
add the provinces of Eastern Cape,
Gauteng, KwaZulu-Natal and Western
Cape to the campaign.
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Liberty 2014 claim
stats fast facts

Liberty paid out over

R3billion
to customers in 2014

72.9% was paid
out for Life Cover.

13.6% was paid
out for Loss of Income
Protection benefits.

13.5% was paid
for Critical Illness cover.

67.8% of all
claims were for men
and the remaining

32.2% for women.

2014 Sees largest
pay-out in
Liberty’s history

L iberty paid out over R3
billion in valid claims
across its full spectrum
of individual risk

cover solutions for the 2014
financial year - the largest
pay-out in Liberty’s history
since first publishing its
claims statistics.

The insurer has paid out
more than R20 billion since
2006, when claim statistics
were first released.

In 2014, the majority of
payments were for claims on
life cover policies, totalling
R2.2 billion. The insurer also
paid out R411 million for
income protection benefits,
while R408 million in critical
illness claims were settled.

Liberty’s Director for Risk
Product Innovation, Nicholas
van der Nest, said the 2014
claims figures showed that

cancer was the
biggest reason
for all Liberty
claims.

“One in four
claims was for
cancer, a trend
that we have seen developing
over the years. About 30%
of claims paid to women
were related to cancer claims,
and for men this was 21.7%,”
he added.

“With medical
advancements such as better
screening programmes and
more awareness around
health and lifestyle, cancers
are being diagnosed earlier
and at younger ages, and
people are now more likely to
survive a cancer diagnosis.”

The statistics reveal that
for critical illness benefits,
cancer was the largest natural

cause of claims at 44.7%
of critical illness claims
paid, followed by cardiac
and cardiovascular
conditions at 29.5% and
strokes at 12.2%. Breast
cancer was the most
prevalent cancer among
women (49.7% of critical
illness claims for women),
followed by skin cancer
(8.3%).

For men, prostate cancer
was the most prevalent
cancer (28.1% of cancer
claims paid), followed by
skin cancer (10.7%).

“We have made a

commitment to our
policyholders to pay
out 100% of all valid
claims. We believe
that by making these
statistics public, we are
demonstrating that we
are living up to that
promise.”

The current economic
environment also
had a significant
impact on Liberty’s
customers, particularly
its younger customers.
Retrenchment was
responsible for 35.6%
of claims for customers
under 35 and accounted
for 15.1% of all unnatural
causes under loss of
income protection
benefits.

“Considering the
number of life cover
claims for customers
under the age of 35,
it is clear that motor
vehicle accidents remain
a significant risk,
accounting for 51.5%
of all life protection
claims for males in this
group, but only 16.7% of
claims for females in this
group,” he noted.

This highlights
another interesting
trend; men and women
have different insurance
buying habits. Men
generally take up life
insurance cover, whereas
women seem to be more
conscious of the
risk of critical illness and
disability and tend to
purchase loss of income
protection cover.

“It is important to
consult an accredited
financial adviser at least
once a year to ensure
your cover remains
relevant to your needs,”
Van der Nest concluded.



home • car • business • life • investments www.hollard.co.za

Hollard Life Assurance Company Limited ( Reg.No. 1993/001405/06 ) is a registered Long Term Insurer and an authorised Financial Services Provider

12
47
4/
H
O
LL
AR

D
/L
I1
/E

When they lose a
breadwinner they

don’t need a trip
to Mauritius

Measure wealth
in hugs, giggles and
breakfast silliness.

Our monthly income
benefit will make sure
you bring home the bacon
long after you’re gone.

Hollard’s Death Income will give your
family the monthly pay cheque
they need to ensure these everyday
triumphs can continue. That’s because
we pay your nominated beneficiary
a monthly income for as long as you
want (or until you would have been
70 years’ old).

Speak to your broker consultant for
more information about Death Income,
visit www.hollard.co.za, or email
HollardLifeBroker@hollard.co.za
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Business
interruption
insurance
shouldn’t be

seen as a solution for
load shedding. That’s the
word from Bryan Verpoort,
Head of Corporate and
Business Insurance at
Standard Bank.

“In terms of insurance -
If a risk is not foreseeable,
then you need to take
precautions – but load
shedding is foreseeable,
which makes it challenging
to insure.

“What this means is
that a loss of profits
needs to have been
caused by an unforeseeable
physical event like a fire,
explosion, or flood, but
can’t be attached to
Eskom not providing
adequate power”.

Verpoort says because
load shedding is likely to
be an ongoing problem,
businesses should rather
consider implementing
long-term strategies to deal

with power outage issues.
“It’s important for

businesses to adapt to this
changing environment to
limit financial losses and
‘do business differently’ to
get around inefficiencies -
for example, investing in a
generator.”

Load shedding means
businesses and residences
lose power during peak
periods. Shopping
malls may be forced
to close their doors
on weekends – a
peak period – while
industrial users
may have to cut
down usage by as
much as 10 percent
during the work
week – when they
would normally be in their
highest production phase.

An added concern has
been water problems due
to the lack of power to
pump the water.

“Businesses need to
understand that as a
general rule, load shedding

isn’t automatically
covered – it’ill depend
on which policy has been
taken out and the reason
for the power failure,”
Verpoort explains.

Business interruption
insurance includes perilous
events like wind, snow,
fire, or an explosion as the
underlying cause.

“Load shedding happens

because demand is
exceeding supply, which
isn’t an insured event. It’s
a fact that the economy
has outgrown supply,
which isn’t an insured
peril if you look for the
proximate cause of the loss
or damage.”

Verpoort adds that
businesses should be
careful when considering
business interruption
insurance, if ultimately
they won’t be covered.

“The reality is in a
majority of cases, the
policy won’t respond. The
problem is that a lot of
businesses aren’t properly
educated about this and

think they are
covered, or buy
insurance that
will ultimately not
cover them.”

He says
depending on the
policy, coverage
would generally
apply up to a
limited amount

where power surges cause
damage to equipment,
such as servers or printers.

Big companies with
electricity offtake
agreements would likely
have wide, extensive
coverage. They could then
argue that as a direct

consequence of a silo
collapse, for example,
they suffered downtime
at a furnace.

According to
Verpoort it’s likely that
peril would be covered.

But smaller businesses
wouldn’t have this type
of extensive coverage.
Businesses should not
assume, for example,
that because there is an
explosion of a transformer
at a utility down the road,
that the explosion would
be covered in most policies.

“Blackouts are bad
enough, but an increasing
risk is that most businesses
don’t understand how
little insurance coverage
they have when the lights
go out.

“It’s therefore
important for businesses
to understand what
their policies cover and
also work on long-term
strategies to deal with
power outage problems,”
Verpoort concludes.

Insurance not solution
for load shedding

“In terms of insurance -
If a risk is not foreseeable,
then you need to take
precautions – but load
shedding is foreseeable”

Insurance not solution Insurance not solution 
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Insuring
your car.
Ensuring
adventures.

Insuring
your home.
Ensuring
memories.

Insuring
your life.
Ensuring
their future.

Insuring your
business.
Ensuring
it won’t
keep you up
at night.
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The role of the SA
General Practitioner
BY DR SID MOBBS
Clinical Head, Genesis Medical Scheme

One often wonders how the
South African public, and
perhaps more particularly
the members of medical

schemes, view our country’s general
practitioners (GPs).

What do they believe their function
and value to be? What important
functions do they perform that
contribute to the overall healthcare
delivery in our country? What reasons
would patients perhaps have for
believing that 10 and more years of
study and experience would not make
their GP capable of caring efficiently and
effectively for many of their healthcare
needs and, where appropriate, referring
them for specialist opinion and/or
treatment.

South Africa’s GPs
There is no doubt that South African
qualified medical practitioners receive
some of the best medical training
available and are generally highly
regarded anywhere in the world. In
addition to their superior academic
training, South African doctors are
faced with what has been described as
a ‘quadruple burden of disease’ which
includes a wide range of communicable
(infectious) diseases, a rapidly growing
incidence of chronic diseases of lifestyle,
a high incidence of trauma and a
wide range of maternal and peri-natal
conditions associated with pregnancy
and confinement.

This all provides our GPs with a vast
amount of training and experience
which in turn equips them more than
adequately to deal with such things on a
regular basis.

So when people fall ill and require the
services of a doctor in the private sector,
where do South Africans turn and what
determines that choice?

Sadly, the tendency is more and more
towards members self-referring directly
to a specialist.

South Africa’s specialists
We are, of course, extremely fortunate
in our country to have superbly trained
specialists across the entire spectrum
of specialist disciplines and they are
obviously experts in their particular field
of practice, whereas the GP is required to
have an overall but perhaps less detailed

knowledge across all disciplines
of medicine.

In choosing where to seek care, the
real question should surely be related
to the level of expertise required for
the care that is sought. In other words,
specialists should be seen as delivering a
service to patients only when requested
to do so by a GP, who has decided,
together with the patient, that a greater
expertise than he/she has is required
for the management and treatment of a
specific illness or condition.

So why is it that patients in our
country will often choose not to
consult with their trusted GP for
things that are often as routine as
monitoring of their blood pressure
or diabetes or asthma? Why are the
services of a gynaecologist sought for
routine issues such as contraception
or annual check-ups? Why do children
need to see a paediatrician for routine
illnesses and conditions?

The ‘old-fashioned’ approach of
building a sound relationship with
a general practitioner has enormous
benefits, the most important being the
critically important coordination of
one’s overall healthcare. This has the
effect of not only building trust, but
also of impacting on the future
affordability of healthcare which is
under severe threat, not only in South
Africa, but internationally.

There is a suggestion that any
service capable of being delivered
by a GP, but where the services of a
specialist are used, ends up costing
approximately 30% more. This should
not be seen as suggesting that specialists
are in any way over-charging for their
services, but is merely mentioned in
the context of highlighting the need to
carefully spend every health rand wisely
so that we are able to better manage the
current levels of medical inflation that
have out-stripped CPI by an average of
3% per annum for the last 10 – 15 years.
This would, in turn, have a positive
influence on annual increases in medical
scheme contribution rates and make the
funding of healthcare more affordable.

In summary, there are many reasons
why this scenario of self-referral has
evolved, but perhaps the time has
come for South African GPs to re-claim
their rightful role in the system and for
patients to be encouraged to first seek
medical attention at an appropriate
level of care.
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Call our contact centre on 0860 002 153, your Broker Consultant or visit fedhealth.co.za

REAL Medical Aid for REAL people:

What sets us apart is that, along with our superb medical aid options, we offer value-added
benefits such as unlimited GP visits to Network GPs; child rates for financially dependent children
up to 27 years of age; professional and extreme sports cover; post-hospitalisation treatment for
up to 30 days after discharge from hospital; and the dedicated Fedhealth Baby Programme.

With some of these tangible benefits we pay more from Risk than other schemes to ensure that
day-to-day medical spending not only goes further, but also works harder for your clients.
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CLOSING Living debt free is possible

A round 20 per
cent of 55-75 year
old Britons are
considering taking

cash out of their pensions
under new regulations
introduced last month - and
35 per cent of these people
are considering spending
their money on a holiday.

This is according to
research carried out for the
Association of British Travel
Agents (ABTA).

Six in ten (59%) plan to
take a ‘holiday of a lifetime’
and over half (56%) said they
would spend more than
usual on a holiday. Survey
respondents were most likely
to be planning to spend

£2,000-£5,000 on a holiday
with over a third (37%)
saying they would spend
this amount, while 15% said
they would spend between
£5,000-£10,000 and 5%
said they would spend over
£10,000; single people were
twice as likely to consider
spending over £10,000.

For people considering using
pension funds for a holiday,
a break of 7-14 days was the
most popular option with half
(48%) stating they would go
away for this amount of time.
Over a third (36%) would
go away for 14-28 days and
14% would take an extended
holiday of over a month.

31 May 2015

THE BOOK NOOK

UK retirees expected
to take cash out of
pensions for holidays

Maya on Money
Award winning journalist
Maya Fisher-French’s new
book is a no-nonsense ,
practical guide to making
good financial decisions.

It’s also a reflection of
the type of questions the
author receives about
money from the readers of

her regular columns.
In an easy and accessible way, she

explains how best to create a budget, buy
a car, start a savings fund, write a will and
much, much more.

Fisher-French emphasises how differently
money was handled by her parents’
generation, when the only short term debt
a family had was an account at the local

grocer. She reminds us that today – due to
the easy availability of credit - we’ve become
a generation that’s forgotten how to live
without debt.

She points out that some South African
households are spending 100 percent of
their income just repaying debt!

The good news is that living debt free
is possible – and the author speaks from
experience. Due to a stroke of bad luck,
Fisher-French explains how she once
struggled to meet monthly debt repayments.
She took action though – putting into place
a plan that involved budgets, spending with
cash and negotiating with creditors.

Fisher- French’s book is a must-read for all
those about to receive their first pay cheque,
as well as for those wanting to budget their
way out of debt.

Retire Rich Through Property
Author Jason Lee bought and sold his first
property when he was a young attorney
with no savings to his name. Yet within a
year he was able to generate an after tax
profit that was eight times more than his
annual earnings at the time — without using
a cent of his own money.

In this fully revised edition of Fast-
forward Your Retirement through Property,
Lee shares up-to-date information on how
to build a property portfolio that will allow
readers to take charge of their financial
security for a stress-free retirement.

The book examines every step of the
property process, but goes further by
focusing on finding the right deals for
retirement purposes, how to negotiate
and finance a property with retirement
requirements in mind, and whether to hold
on to or sell a property for financial gain.

Lee points out that the wealthy have
it drummed into them from a young age
that property is the cornerstone of wealth
creation, and they seek to build up the

property portfolio
from generation to
generation.

He says people
who are negative
about property
as an investment
love to use the
war stories of
those who lost it
all during slow
market conditions to support their case.

But, he stresses, what they don’t
realise is that the rich buy in slow market
conditions and capitalise on these
investments when the market turns
up again.

There are many interesting facts in the
book. Lee highlights global fast food chain
McDonald’s success of making money out
of property. While the company may be
known for selling burgers, it’s also one
of the largest owners of commercial real
estate in the US with a property portfolio
worth billions of dollars.




