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From the 1st of August 2018 Newlands Cape Town will 
be the home of our new offices in the Western Cape.
 
We are welcoming all current and prospective clients 
to come visit us and experience our new home for our 
clients in the Western Cape. Costa Drepaniotis will be 
heading up the office as Managing Director of the Cape 
Area, whilst still retaining his role in the JHB office who 
is led by our group CEO Quinton Ralph.

We could not be more excited to establish a physical 
presence in South Africa’s mother city where many of 
our retired clients are currently situated. Our client 
base currently includes individuals across the country 
and includes cross boarder clients with interests in the 
UK, Australia, United States and Dubai. Our core focus 
as a business remains around our high-end private cli-
ents and corporate pension funds we manage, howev-
er, setting up a presence in the Cape allows us to be 
more accessible to our clients across the country with 
two focus areas in Johannesburg and Cape Town. 

Cape Town is also the home of most of South Africa’s 
Asset Management firms who would term the area as 
the financial hub of the country that is dominated by 
banking skyscrapers and fund manager names over 
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many of the city’s buildings, having these names on our 
doorstep will also allow us to further focus on what’s 
important to us and our clients more efficiently.

“Semigration” has become an extremely popular term 
used for the migration of Joburgers, Pretorians and 
Frystaaters into the Western Cape, which has led to 
a rapid rise in house prices and the Cape economy in 
general. The influx of people to Cape Town is dominat-
ed by retired and high-net worth individuals who are 
looking for a better lifestyle change but has also been 
the new home for young career driven individuals who 
are looking for career opportunities as more business-
es are being established and existing businesses start 
growing and expanding in the Cape.

Looking back into the Resolute history, we started look-
ing after clients’ money in 2004 with a staff compliment 
of 3. We are now 14 years down the line managing over 
R2 Billion of investment assets for private clients with 
access to markets all around the Globe. Our client base 
is now backed by a team of 7 internal staff members, 8 
dedicated investment experts & 14 asset management 
houses with many years of market experience and the 
highest qualifications in the finance industry as we rein-
vest into our business continuously.

As a business we continue to challenge our industry 
and investors to setting new highs in Private Wealth 
Management and something we often say as a team 
is that if you are not moving forwards, you are moving 
backwards, I feel this is so true as we continue to ex-
pand and innovate our offering to clients. Over the last 
few years we proudly launched our Discretionary Fund 
Management business called Resolute Asset Manage-
ment which runs our model portfolios and specialized 
consulting offering, we opened our fiduciary services & 
estate planning offering and launched our Cash & Forex 
solutions offering through Investec Corporate cash 
manager, and then finally expanded our advice offer-
ing into the Employee Benefits space, all for the benefit 
of our clients. This is all along the vision of becoming a 
fully-fledged private wealth management business with 
a national and international footprint.

We have learnt many lessons over the years, and the 
one thing that stands out is that the only constant is 
change. 
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Since our start in 2004 right through to 2018, mar-
kets and financial planning have been character-
ized by continued macroeconomic, geopolitical, and  
regulatory uncertainty. 

We stay true to our roots, our main aim as a business 
is to preserve and grow our clients’ capital above all 
else, but further to this we are always looking at ways 
to connect and communicate with our clients more and 
to make our clients lives easier which is why Cape Town 
has been a step in the right direction for us and our 
clients. With new technologies and a broader presence 
for our clients, we are confident that we are able to 
serve our clients better now more than ever.

Savings Month has come and past and as we see  
every year, many South Africans take the opportunity 
to review their savings habits and behaviors. One as-
pect that’s often overlooked is that your hard-earned 
savings gains can easily be undone by failing to pay suf-
ficient attention to estate planning.

Even if all your retirement goals fall into place as 
planned, the benefits can be easily undone through a 
careless estate plan. An incorrectly worded Will or in-
correctly used estate planning structure may result in 
a substantial portion of your lifetime savings going to-
wards paying death duties and capital gains tax.

Although you may have not given it much thought, here 
are some guidelines to keep your estate plan on track.

1. Avoid overly complex structures 
A simple but properly drafted will is usually sufficient 
to ensure a speedy and cost-efficient transfer of as-
sets to your heirs. Local and foreign trusts and com-
panies can also be set up to house assets and make 
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use of the benefits associated with these structures.  
Be aware, however, of the associated cost of maintain-
ing them in foreign jurisdictions. It is however import-
ant to remember that these asset vehicles should be 
used to provide longevity of the assets and allowing 
for an easy way for assets to pass from generation to 
generation, as opposed to being used for tax efficiency, 
as you may find yourself, or the intended beneficiaries, 
may land up paying far more in taxes down the line. 

2. Use tax concessions to your advantage
Both the Estate Duty Act and the Income Tax Act offer 
opportunities for relief.

The Estate Duty Act contains several sections that can 
save or postpone the payment of estate duty if used 
correctly in a carefully drafted will:
• Section 4A provides that the first R3.5m of a deceased 
person’s estate is not subject to the payment of estate 
duty at the current rate of 20%.
• The value of any bequest to a surviving spouse is not 
subject to estate duty, but rather “rolls over”.
• Charitable bequests are deducted from the  
dutiable estate.

Paragraph 80(2) of the Eighth Schedule to the Income 
Tax Act, as well as section 7C of the Act, can also be 
used to your advantage:
• Trustees can award the gains in a trust to the benefi-
ciaries of the trust, to ensure that the capital gains are 
taxed at the lower inclusion rates applicable to natural 
persons. The effective rate of capital gains tax for trusts 
is 36% compared to the maximum effective rate of 18% 
for individuals.
• Much has been written about the effect of section 7C 
of the Income Tax Act, which was introduced on March 
1, 2017. Any distributions by trustees to beneficiaries 
should firstly be used to reduce any loan accounts 
owed to the individual.

3. Artificially creating an insolvent estate can have 
unintended consequences
Unfortunately, some practitioners think that estate 
duty can be avoided on death by artificially creating an 
insolvent estate. This is normally done by the individu-
al making loans from a trust to the extent that his lia-
bilities (that is, the loan owed to the trust) exceed the 
assets in his estate on death. However, be careful what 
you wish for. Unsuspecting trustees can be held per-
sonally liable by the beneficiaries if unsecured loans are 
not recoverable and losses are incurred in the trust.

4. Choose your executor carefully
Choosing the executor of your estate with care could 
result in substantial tax savings in the estate adminis-
tration process. Selling estate assets during this pro-
cess can result in a recoupment of tax if the deceased 
claimed a depreciation allowance on these assets.
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It is vitally important to have adequate knowledge 
about estate planning and how to plan for a care-free 
tomorrow. Make sure you give careful thought to the 
tax implications associated with savings and invest-
ments and discuss it with your Financial Advisor to en-
sure you don’t waste the benefit of all your disciplined 
savings over the years.

Source: PSG Asset Management.

Returns from most major asset classes have disap-
pointed in recent years  

While almost all asset classes beat inflation over almost 
all periods shown in Table 1, global equity (measured in 
Rands) was the only asset class that gave you a healthy 
margin above inflation over the past three years. In 
addition, Naspers made up a big part of the JSE’s re-
turns over the last few years, and few active managers 
achieved index returns. It is understandable if investors 
feel unnerved. Looking out over ten to fifteen years, 
however, the picture improves. 
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What’s wrong with worrying about three-year 
returns?

Firstly, for most investors who need capital growth, this 
time horizon is way too short. Even at retirement we 
need to be thinking well beyond three years. 
Secondly, three-year returns are simply one point-to-
point snapshot. Many investors choose funds based 
on historic three-year returns. However, the flaw in 
this assessment is that it extracts only two days from 
a naturally volatile market’s history. From that one 
number, investors must then try to assess the ability 
of a fund manager who should ideally be focused on 
making long-term decisions that will deliver on client 
needs (generally, to achieve a certain return above in-
flation). The reality is that even the most astute investor 
does not know with any precision when (or even how) 
these various investment theses will pay off; just that in 
combination, they have a good chance of doing so. This 
makes an arbitrary three-year return number a very im-
perfect starting point. 
 
Thirdly, returns in growth assets are not smooth over 
shorter-term periods. Even a three-year number can 
vary greatly from one year to the next. (Indeed, the 
numbers to May told a different story!) Fixating on 
shorter-term returns masks the powerful impact of 
compounding that a consistently applied strategy can 
deliver over time. 
 
Finally, these numbers are backward-looking and have 
no bearing on the investment opportunity currently 
available. We feel better when historic returns are high 
(even though the market may well be expensive) and 
anxious when they are low (when in fact there may be 
great bargains to be bought that could generate excel-
lent returns going forward). This is the biggest prob-
lem with putting too much score on historic three-year 
returns: they do not tell you whether the securities in 
a portfolio are trading at more or less than their true  
value, which is the most important determinant of  
future returns. 
 
What are the use of historic returns then? 
When considered in context, over the right period and 
with the appropriate level of equanimity, you can use 
historic returns to evaluate your strategy and assess if 
you need to make any changes. It would be valuable to 
ask the following: 

• Am I looking at the right time horizon for growth  
assets? It is unlikely to be three years.

• What have the asset classes done over this time?  
I.e. What was available for me to build my long-term in-
vestment strategy? Investments take place in a chang-
ing environment.

• Did I have enough diversification or should that part of 
my strategy be adjusted?
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• Do I have enough invested in growth assets?  
The evidence favours long-term exposure to equities, 
preferably in a combination of local and global firms.

• Sure, cash looks great with hindsight. But is it practical 
and tax efficient to even think about being all in cash?
How would I get the timing right to go back into  
growth assets?

• What did I miss out on and can I learn from this? An 
example would be government bonds, which have of-
fered the opportunity to invest at 3% to 5% above infla-
tion over the past few years but were scorned by many 
investors because of sentiment.

How best do we make sense of historic returns? 
For a more meaningful assessment, look at longer-term 
and preferably rolling (annualised average) returns, as 
they are more representative. However, be realistic: 
there may be uncomfortably long periods during which 
three- and five-year returns do not meet requirements. 
In 2011 and 2012 for example, close to all South African 
balanced funds failed to achieve the generally accept-
ed benchmark of inflation plus 5%. Over time, however, 
the category has delivered. Markets go through periods 
of lower returns, and trying to time them is impossible. 
 
Historic returns are just that 
They have no bearing on investment opportunities go-
ing forward. Even if historic numbers have disappoint-
ed, investors must uphold the principles of sufficient 
exposure to growth assets and a well-diversified strate-
gy. These will be vindicated if applied consistently.  
 
Source: Anet Ahern is the CEO of PSG Asset Management.
Permissions: “The PSG Angle is an electronic newsletter of PSG Asset 
Management.”


