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KEY THEMES FOR 2018
There is no denying that there is a big sense of new 
optimism after a bumpy ride through 2017 for local 
and global markets – 2018 started off with a bang since 
Cyril Ramaphosa’s election as the new ANC president 
spurred an inflow into South African markets while a 
weaker US dollar caused further emerging market in-
flows. Since December 13, the FTSE/JSE All Share Index 
has gained 7.41%, while other equity markets across 
the world have also surged such as the S&P 500 and the 
FTSE/JSE All Share Index breaching new record highs.
Below is our view of some key themes that lie ahead 
for 2018 as we embark on another year of investment 
success for our clients. 

“The Cyril Effect” & the “Davos Dream team”
A Strong boost in investor/business confidence follow-
ing Cyril Ramaphosa’s election as ANC Party President 
has spiked growth and an inflow into SA bonds, driv-
ing bond yields down. So far we have seen strong rand 
appreciation and share prices of domestically focused 
businesses doing well with the JSE dipping at first but 
now at levels over 61,000 points. It is still unclear how 
this will play out from a political and economic policy 
point of view in 2018, but what we can see is that mar-
kets are a lot more confident after the South African 
“DAVOS Dream team” went to showcase our local econ-
omy for increased investor confidence. The key aspect 

is addressing anaemic economic growth and develop-
ing a reasonable fiscal plan so as to potentially ward 
off further credit downgrades. Positive developments 
in this space should see healthy appreciation in local 
asset prices, including the rand. Within a modest infla-
tionary environment this would mean healthy real rand 
returns. 

Synchronised Global Growth
Global Markets continue to ooze investor optimism, 
supported by a robust economic backdrop within ma-
jor economies where global growth continues to be 
supported by China’s growth trajectory which is well 
over 6% now. Europe, India and other emerging mar-
kets such as Japan have also showed positive growth 
rates, which has caused good flows toward emerging 
indices.

There are generally three phases of global growth 
according to Investec Asset Management - “The first 
phase was when global markets rerated in anticipation 
of growth coming through, in an environment where 
interest rates were very low, and central banks were 
being very accommodative. Although very late in the cy-
cle, phase two (which we are in now), is where earnings 
start coming through to justify the high market levels 
we see now. This in theory then leads to the third phase 
where confidence will start coming through and poten-
tially drive further capital spending”

The fourth and final quarter of 2017 left risk-taking in-
vestors feeling overwhelmingly upbeat as they enter 
2018. Healthy economic and company-driven data is 
widespread and continues across most of the key mar-
kets. This has pushed valuation metrics such as the cy-
clically-adjusted price/earnings ratio to new highs, with 
the U.S. currently at the highest level since 2000, and 
before that 1929. which means the US is expensive and 
has been for some time now.

US Economy
Global Investor sentiment and positive market move-
ments have been buoyed by the low interest rate en-
vironment in the developed world for a long time now. 
With the US rate hiking cycle underway after Quanti-



2

MESSAGE FROM 
THE WEALTH MANAGEMENT TEAM

JAMES FERREIRA
WEALTH MANAGER

ENSURE YOUR TAX BENEFITS ARE 
MAXIMIZED FOR THE YEAR

KEY THEMES FOR 2018 | ENSURE YOUR TAX BENEFITS ARE MAXIMIZED FOR THE YEAR | CONGRATULATIONS
IN THIS EDITION:

As we fast approach the end of the tax year, it is import-
ant to look at the contributions we have made to both 
our Tax-Free Savings accounts, as well as our Retire-
ment Annuities to ensure we have maximized the tax 

benefits we can receive from these investments to help 
in reducing our annual tax payable, and even avoid hav-
ing to pay any tax at all.

History of Tax-Free Investments
Tax-Free investments are still a relatively new concept 
to most investors, even though the offering has been 
around since March 2015. Simply put, our Government 
is trying to encourage South Africans to save in an at-
tempt to lessen the social payments that are busy crip-
pling our national budget. We highly recommend that 
each and every client of ours has a tax-free investment 
in their own name. Whether you are new to investing, 
or are nearing retirement, a tax-free investment is a ful-
ly liquid, transparent, and flexible vehicle that offers tax 
benefits which will become significant overtime.

Back in 2015, it was typically the banks that were first 
to offer these Tax-Free investments to their clients. As 
there were a few regulatory queries being ironed out by 
the authorities, the first Tax-Free investments offered 
were standard money market investments which since 
2015, have offered investors an annualized return of 
around 7% per annum. The whole idea of this offering, 
for investors who are making use of the tax benefits, is 
to generate capital growth over the long-term to sup-
plement the more traditional investment instruments 
while taking advantage of not having to pay capital 
gains tax, income tax, etc. In order to maximize this ad-
vantage, we recommend including growth orientated 
assets into your Tax-Free investment if your investment 
horizon allows.

Currently, no transfers of Tax-Free investments are al-
lowed, however, this is being investigated and we are 
hoping this will become a possibility in the near future.

Tax-Free Savings Account
Every person can contribute up to a maximum of 
R33,000 per year across their tax-free savings invest-
ment account, tax year ending February of each year, 
up to a maximum of R500,000 in a lifetime. By contrib-
uting the maximum possible to a tax-free savings each 
year, you ensure that you reach your lifetime limit in 
the shortest time possible, allowing your maximum life-
time contribution to attract growth which is completely 
tax-free for a longer period of time, and ultimately at-
tract increased compounded interest.

Let’s compare different contribution scenarios 
This comparison depicts the long-term difference be-
tween investing in an interest bearing Tax-Free invest-
ment generating 7% per annum returns vs a growth 
orientated investment generating 12% per annum over 
the 20-year period.

If you contribute the maximum contribution of R33,000 
per annum up to the maximum lifetime of R500,000, 
and retain the investment for a period of 20 years from 
the start of the investment, the capital value could grow 
to an estimated R1,200,000 tax-free at 7% growth, and 
an estimated R2,200,000 at 12%.

tative Easing has stopped, there are 3 additional rate 
hikes that are forecast for 2018 which means rate hikes 
could be a threat to the cyclical upswing in progress. 
Tax reform (at least for now) in the US is expected to 
provide a temporal boost to economic growth reinforc-
ing bullish mood with the expectation of higher profits. 
The big question is how long will this last - What goes 
up, must come down.

Crypto Pressure
With legislation coming from every corner and Face-
book now banning the advertising of cryptos on their 
pages, Bitcoin and other digital currencies have come 
under a lot of pressure as it now sits at $9,817 which 
equates to a fall of 31% this month, this is further to 
its fall from grace of $20,000 prior to December 2017– 
No investing idea had attracted more attention in 2017 
than cryptocurrencies, the surges were accompanied 
by no shortage of pessimists calling a bubble due to the 
uncertainty of  where the crypto market will end up as 
well as the increasing costs of electricity needed to run 
digital currencies. The future is still very uncertain to 
what will happen in this space.

Optimistically Cautious
Although we have this view most of the time, we are 
still expecting a bumpy ride. After a long Bull market 
run across various global markets since 2008, we still 
caution investors of getting too caught up in positive 
sentiment. With our current managers we are always 
finding opportunities in both the local and global space. 
However, nobody can predict how much further mar-
kets can run, which is why we stay diversified across all 
our portfolios.
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By making the same total lifetime contribution over the same investment period, you could earn an estimated 
additional R1,000,000 through higher growth assets.
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Your Retirement Annuity contributions can reduce your 
taxable income by contributing up to 27.5% of the high-
er of either your taxable income or remuneration into a 
Retirement Annuity, up to a maximum limit of R350,000 
per annum. This means that you pay less income tax 
and effectively means that your contributions are part-
ly subsidized by tax savings. All tax payable is deferred 
to retirement due to their being no Capital Gains Tax 
payable on a Retirement Annuity. Although a person 
may only draw a maximum lump sum of 1/3rd at retire-
ment date from your Retirement Annuity, as it current-
ly stands the, the first R500,000 withdrawn will be free 
from tax.

How can I make contributions to my Tax-Free and 
Retirement Annuity investments?
You can make contributions to your investments in a 
way that suits you. you can either setup a regular debit 
order, or you can make additional contributions as and 
when you have additional funds available, or a combi-
nation of the previous two options to ensure you maxi-
mize your contributions and tax benefits.

Retirement Annuities and Tax-Free Savings are de-
signed to help you save before retirement, to ensure 
that you have a pool of savings to draw an income from 
once you retire. Make the most of the time you have, 
and the tax-benefits Retirement Annuities provide as 
you get one year closer to retirement. 

If you would like to make additional contributions to 
your Tax-Free Savings or Retirement Annuity before 
the end of the financial tax year, and you are unsure if 
you have reached your maximum contribution limits, 
please contact your RWM Private Wealth Manager and 
they will be able to update you on your limits.
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Congratulations to our longest serving employee, Kres-
tin Smith, on successfully completing her Post-Gradu-
ate Diploma in Financial Planning. 

This qualification is a prerequisite to be allowed to write 
the CFP® board exam and is the first step in obtaining 
the CFP® qualification. Krestin has showed immense 
diligence and sacrifice in studying while maintaining 
her full-time career. We congratulate Krestin on her 
fantastic achievement and wish her all the best as her 
career continues to grow from strength to strength.

At Resolute Wealth Management, all our wealth manag-
ers and para-planners must obtain the CFP® qualifica-
tion to ensure the high standards and quality of advice 
offered by the business is upheld and continued as the 
business continues to grow.

What is a CFP® professional?
The CERTIFIED FINANCIAL PLANNER® designation or 
CFP® designation is internationally recognised as the 
standard for financial planning professionals. The sta-
tus gives consumers confidence that the financial plan-
ner they’re dealing with is suitably qualified to provide 
advice and information and gives assurance that they 
remain up to date with developments in the industry.

In order to receive the respected CFP® designation, an 
applicant must meet the four E’s of the profession of 
financial planning: 

• Education
• Examination
• Experience
• Ethics

In addition, CFP® professionals are required to main-
tain technical competence and fulfil ethical obligations 
by renewing their membership annually. To stay in 
touch with the happenings in the financial planning 
profession, every year they must complete 35 hours 

of Continuous Professional Development (CPD). Fur-
thermore, at least five of these hours must be spent 
on Professional Ethics and Financial Planning Practice 
Standards.

These strict requirements ensure that any individual 
who holds the CFP® designation is well prepared and 
highly qualified to provide consumers with sound, pro-
fessional advice.


