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RAMAPHORIA VS RAMAREALITY
So, what has happened since Cyril Ramaphosa was 
sworn in as the President of South Africa?

The biggest positive impact has been an uptick in confi-
dence.  It is critical that “Ramaphoria” is sustained and 
Ramaphobia (the fear that Ramaphosa cannot save the 
country) does not gain a foothold.

Topmost of the confidence-building measures has been 
the rapid replacement of the leadership of state-owned 
companies. It was vital that this was addressed early 
on as this is where most of the risk within the economy 
and the rot, has centered.

Also, part of the confidence-building measures that 
have been put in place has been the appointment of 
a strong, independent economic adviser, several spe-
cial economic envoys, and the announcement of invest-
ment target and summits, specifically targeting job cre-
ation and foreign direct investment within South Africa.
Ramaphosa has good intentions, but investors, rating 
agencies and business are looking for structural re-
forms that will remove barriers to growth.

Unfortunately, Cyril is fighting on 4 fronts:
1. He must consolidate his position within the ANC, as 
his enemies attempt to weaken his position;

2. He must breathe life into a damaged state that has 
lost the will and capacity to deliver effectively;
3. He must persuade a jaded electorate to back his  
party; and
4. He must win over investors to turn a moribund  
economy around.

Bad Moon Rising …

Knowing what to do is one thing but having the courage 
and support to do it is something much more compli-
cated.  It is evident that the ruling ANC party has em-
barked on a policy path of radical populism in order to 
stay in power come next year’s national elections.  It has 
stolen radical ideas from the EFF, leaving Julius Malema 
with only pure unadulterated racism towards all non-
blacks as his only source of political oxygen.

Until recently, the relatively dormant policy of radical 
economic transformation has suddenly been resusci-
tated and injected with a new sense of urgency.

To date, we have had:
•Free tertiary education for people earning a certain 
minimum salary.
•The planned expropriation of land without  
compensation.
•The introduction of minimum wages.
•The wages and salaries of Government employees – 
after a short but cowardly showdown with the unions, 
we have seen increases that were unplanned for, leav-
ing an unbudgeted R30 billion shortfall in the budget.
•Government recently caved in to the radical demands 
of militant labor unions at Eskom with Minister in 
Charge, Pravin Gordhan, scrapping the previously an-
nounced zero-increase for the bankrupt monopolist 
supplier of electricity to around 9%.  This at a time when 
inflation is below 5% and with wages at Eskom much 
higher than in the private sector.
•The introduction of the long-threatened national 
health insurance scheme (NHI) which, together with 
proposed changes to medical aids, will radically over-
haul and possibly destroy one of the few remaining pol-
icies of excellence we still have left in South Africa.
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One’s total investment portfolio should hold anywhere 
between 30% - 50% offshore, so take the time to re-eval-
uate your position.

Offshore investments can be accessed from as little as 
R500 per month to as much as R1 million per annum, 
without tax clearance and more with tax approval.

FOREWARNED IS FOREARMED!!
SOURCE:  BUSINESS DAY & MONEYWEB

South Africa now has a population of 56.5-million peo-
ple, according to the 2017 mid-year population esti-
mates by Statistics South Africa. The country’s popula-
tion has increased by 902,200 over the past year.

A key finding is that life expectancy is now 64 years. This 
is an extra decade of projected average lifespan since 
a decade ago. In 2006, women could expect to live to 
54.7 years and men to just 52.3 years, with a population 
average of 53.5 years. This puts the country on track 
to achieve the National Development Plan goal of a 70-
year life expectancy by 2030. In developed economies 
this number is higher due to better access to medical 
resources for citizens. 

This has created an international debate on the loom-
ing retirement crisis created by an ageing population 
with underfunded savings to meet their financial needs. 
Below is a look at the average life expectancy across 
the world. Developed markets lead the charge with 
emerging markets still far behind, this is however set to 
change dramatically over the next decade.

The issue of land expropriation without compensation, 
if handled poorly, could pose significant economic risk 
to the country.  Despite assurance by President Rama-
phosa that it will not affect the economy, Ramaphoria 
has quickly started to fade into “Ramareality” which is 
evident by the sharp -2.2% decline of GDP in the first 
quarter of 2018, a decline in the current account defi-
cit to 4.8%, and the drop in the Rand by approximately 
20% year to date, while the JSE remains one of the worst 
performing stock markets in the world so far this year.

Residential property has gone from bad to terrible.  
Properties are slow to sell and often battle to match 
the purchase price years later.  The balance sheets of 
millions of middle to upper property owners are being 
devastated by this slowly unfolding financial disaster.
At the same time, approximately 4,000,000 people have 
immigrated to South Africa, mostly from Mozambique, 
Zimbabwe, Malawi, Kenya and the DRC, mostly in 
search of a better life, but unfortunately in most cases 
bringing only limited skills.

The introduction of the NHI is just another tax burden 
to be added to the already crushing tax burden on ordi-
nary South Africans.  South Africa’s tax base is already 
very small, with only 102,000 tax payers paying almost 
60% of all personal income taxes!

Any serious attempts to push through land reform – 
which entails the confiscation of commercially valuable 
land from persons, companies, or trusts – will have se-
rious knock on effects with the Western world placing 
great emphasis on property rights, land reform and 
their potential impact on property values. What would 
likely follow is a steady decline of the Rand, the JSE and 
the state of the country.

If Government takes the populist route in expropriat-
ing your property without compensation and disman-
tling your current entitlement to world-class medical 
care, how long will it be before it realises that too much 
money is leaving the country and cancels your foreign 
investments.

In closing, there are many positives since Cyril came 
into power, but there are many red flags which are very 
concerning.

(Attached at the end of this newsletter)
Looking at the accompanying graph of the Rand ver-
sus the Dollar (attached), you will see that the Rand 
has fallen 14.39% in the past 3 months, but more con-
cerning is that our currency has lost 1,811% against 
the Dollar since 1971, a frightening annualized loss of 
6.43% over the past 47 years and the truly scary part 
is that this trend is expected to continue given infla-
tion differentials, let alone all the other headwinds  
South Africa faces.

An ostrich, head in the ground approach, is not an  
investment option anymore.

COSTA DREPANIOTIS
DIRECTOR
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to achieve a basic understanding of how to save, how 
to manage their savings to last a lifetime and how per-
sonal financial products can play a role is essential to 
achieving true financial security. Education is central to 
lifetime financial and retirement security. 

Flexibility - A robust regulatory framework is critical 
for ensuring that investors have appropriately been 
safeguarded when investing in different products and 
solutions. There should however, be sufficient flexibil-
ity in the regulatory framework to support innovation 
which could also hamper on the availability of advice to 
clients. The public and private sector are continuously 
innovating with better solutions at a lower cost. Innova-
tion by product providers will allow consumers to select 
solutions that best reflect their needs.

Equity - A balance between low and high risk assets 
needs to be kept to ensure your portfolio is keeping 
pace with inflation and the increasing cost of living. A 
high allocation to Equity is always recommended for 
high growth, this needs to be done in a diversified 
framework with your advisor.

Advice - In order to help people identify the most ap-
propriate retirement income product for their circum-
stances, quality information and advice is needed, 
before and after retirement. Steering people towards 
guidance and advice is important, which is why sur-
rounding yourself with a team of experts is always  
recommended.

What is longevity risk – it is any potential risk attached 
to the increasing life expectancy of pensioners or policy 
holders which can eventually lead to higher payout ra-
tios of your existing investments or pension fund assets 
that are in place to support your income needs.

New technologies, healthier lifestyles and better med-
icines have all added to an increased life expectancy 
across the world, which has left many investors and 
pensioners uncertain on how this will affect them in 
their later years when planning their retirement in-
come. We find that many investors leave this factor out 
of their financial planning or leave it until it’s too late, 
which causes uncertainty around an individual’s life 
span and leads investors to underestimate how long 
they are going to live for. 

Population aging affects many aspects of public life, 
from acute and long-term health care needs, to pen-
sions, work and retirement, transportation, and hous-
ing. But under the spotlight is the severe implications 
longevity risk can have on a retiree’s portfolio where-
by an investor can run the risk of outliving their retire-
ment savings or simply not saving enough throughout 
the first phase of their life (the wealth creation phase) 
which leads to investors not having enough capital to 
support their income needs in their retirement years.

Solutions to a retirement crisis:

Education and Information – Saving enough over 
the course of an investors working life is the most im-
portant step. But to start saving an educated base will 
kickstart the process to a good financial plan, which is 
why people need information, not just at the point of 
retirement, but leading up to and beyond it. Howev-
er, this alone will not ensure that individuals have an 
understanding of how long their financial assets might 
have to last them in retirement, and therefore, the lev-
el of assets needed to provide retirement income for 
the duration of their retirement. Helping individuals 

A collective understanding is that it takes a lot of luck 
to be financially secure and live a comfortable lifestyle, 
however, luck is purely an opportunity. In the majority 
of cases an individual’s financial state depends on their 
attitude, advice and self-discipline.

KYLE FURLONG
PARAPLANNER
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1. Not Protecting Your Greatest Asset
An individual’s greatest asset isn’t their home or car but 
is in fact the ability to earn an income. Lose that, and 
you may not be able to meet your current living expens-
es, let alone save for retirement. This ability can luckily 
be insured through any income protection benefit. Al-
though people like to believe the chances of them being 
disabled is slim, the truth is there is always a chance for 
an unforeseen event to affect someone’s life. Income 
protection is also designed to protect an individual 
during temporary disability. 

2. Drafting An Inactionable Will
This is a highly sensitive process for everyone, howev-
er this topic needs to be confronted with professional 
advice to avoid the inconvenience and expense of an 
unprepared Will. Without advice from an expert, an in-
dividual can forget about the long-term consequences 
that conditions change for successors, and that estate 
duty and capital gains tax will take its toll on an estate. 
Therefore, it is imperative correct advice is given to an 
individual drafting a will.

3. Investing Too Conservatively 
Arguably there is a great deal of relief for an investor 
knowing that their capital value will not experience sig-
nificant fluctuations, but there needs to be a certain 
degree of risk to receive a pleasing return. Being too 
conservative in an investment strategy can severely de-
plete the potential of your retirement savings. 

4. Spending Too Much On A Wedding
Possibly one of worst experiences a newly married cou-
ple can go through is starting their lives in debt. A rec-
ommendation is to rather save more for a wedding and 
try to keep it cost effective. 

5. Succumbing To Greed And Fear
During tough times in the market, individuals can lean 
towards alternative sources of income because of 
growth they have witnessed elsewhere, a renowned ex-
ample being Bitcoin. A few thoughts to consider next 
time you see an investment opportunity, is that there 
is a correlation relationship between returns and risk, 
also whether the person marketing this investment 
has a reliable background and qualification, and lastly 
question why a person would share a money-making 
opportunity.

6. Plundering Retirement Savings
An extremely common mistake is when individuals 
withdraw their retirement savings to pay for short-term 
expenses, such as their child’s tertiary education, main-
tenance of their house or getting an upgrade on their 
car. A crucial factor to remember before withdrawing 
is that it is not just the lump sum that is gone forever, 
but all the potential capital growth over the remaining 
years until retirement that cannot be replaced. There 
are many alternatives that can pay for the short-term  
expenses, for example, it’s simpler to borrow money 

for your child’s education compared to borrowing mon-
ey for your retirement. 

7. Not Having Adequate Medical Cover
When facing the scary reality of the rapid increase in 
medical cover, individuals should never resort to aban-
doning their medical scheme as it leads to them being 
open to financial ruin in an unforeseen event. It’s rec-
ommended for an individual to rather investigate hos-
pital plans offered by medical schemes and add “gap 
cover” to their scheme.  

8. Wasting An Inheritance
Possibly one of the best outcomes that can occur when 
an individual receives an inheritance would be to re-in-
vest the money and watch the value grow through in-
terest, capital growth and dividends. Although one of 
the worst outcome is when the person depletes the 
inheritance and must return to life prior to inheriting, 
with little to show for it. 

9. Not Using The Tax-Break On Retirement Funds
A massive mistake that people can make is not making 
full use of their tax rebates (27.5%) on retirement fund 
contributions. Another aspect investors should maxi-
mize is their contributions into Tax-Free Investments.

10. Owning A Holiday Home
Owning a holiday home can be a great investment, 
however there is a significant amount of risk involved 
when it comes to the years of retirement. In most cas-
es people sell their holiday home during retirement to 
assist their cash flow, but often the selling value is less 
then the actual value as they are forced to sell the asset 
in a hurry in order to supplement their income.
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