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Most people don’t realise what the different benefits are 
for the different investment products when it comes to 
estate planning, especially bearing in mind Estate Duty 
and Executor Fees. A key difference between pre-re-
tirement products (like pension, provident, preserva-
tion and retirement annuity funds) and post-retirement 
products (like living annuities) is in how the death ben-
efit is distributed: in pre-retirement products, the final 
decision rests with the trustees of the retirement fund, 
even though you can nominate beneficiaries, whereas 
in a living annuity you decide who receives the pay-out.

• Pension funds, provident funds, preservation 
funds and retirement annuity funds - The Pension 
Funds Act applies to all pre-retirement products and it 
states that although the deceased can nominate bene-
ficiaries, the trustees of a retirement fund are respon-
sible for allocating your benefits if you die before you 
retire. Trustees are required to perform the following 
three duties:

1. Identify and find all of your dependants. Dependants 
are defined as spouses, children, anyone proven to be 
financially dependent on you at the time of death, any-
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one entitled to maintenance, as well as anyone who 
may in future become financially dependent on you.
2. Decide how to divide the benefit based on an inves-
tigation. Your chosen ‘nominees’ will also be taken into 
account. A nominee is any party whose details you pro-
vided to your retirement fund in writing indicating that 
they should be considered by the trustees along with 
all the other qualifying dependants, for example, a de-
pendant, or a person who is not a dependant, such as a 
friend. A nomination does not guarantee that the per-
son will receive all, or a part, of the benefit.
3. Decide how the benefit will be paid, for example, 
whether payment will be made directly to a dependant, 
to a legal guardian of a minor dependant, or a trust for 
the benefit for such dependant.

Although trustees aim to complete the process as 
quickly as possible, the Act gives them at least a year to 
search for dependants, and the process may take lon-
ger to finalise, for example when the deceased member 
left behind more than one family unit. During this time, 
the benefit is held in a money market fund. There are 
various options available to dependants and nominees 
in terms of how they can receive their benefit. They can 
decide on any of the following:

1. transfer their benefit to an annuity
2. take a cash lump sum (from which tax may be de-
ducted)
3. take a combination of a cash lump sum (from which 
tax may be deducted) and an annuity

• Living annuity - When you retire from your retire-
ment fund you have the option of transferring your 
investment to a product that can provide you with an 
income in retirement, such as a living or guaranteed life 
annuity. One of the key features of a living annuity is 
that your investment can be left to your beneficiaries. 
This is in contrast to guaranteed life annuities which 
end when you die.

The death benefit from a living annuity is paid out to 
your nominated beneficiary/ies and can be taken as a 
lump sum payment, transferred to another living annu-
ity or a combination of both. A cash payment triggers 
tax, but is calculated as being taxed in the hands of the 
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deceased, although the first R500,000 may be tax free, 
dependant on if the deceased used their tax-free por-
tion of up to R500,000.

• Endowments (local & offshore) - An endowment is 
an investment policy that caters for investors with a 
marginal income tax rate higher than 30%, and it is also 
a useful estate planning tool. This is quite a complex 
product in that it doesn’t have to come to an end when 
you die and it allows you to make various nominations. 
As the person investing in the  Endowment, you will 
be known as the policyholder, or the owner of the in-
vestment. You can then make nominations, depending 
on your estate planning needs. You must decide who 
should be the ‘life assured’. The life assured is the per-
son on whose life the endowment is issued. You can be 
the life assured, or you can nominate other people. The 
endowment comes to an end when the last life assured 
dies. You can also nominate beneficiaries to receive the 
investment. The beneficiary (or beneficiaries) for pro-
ceeds will receive the money from the investment when 
the last life assured dies. Your money will be paid out 
directly – i.e. the beneficiaries do not need to wait for 
the estate to be wound up. No executor’s fees will be 
paid on this amount, but it will form part of the estate 
for the calculation of estate duty. If no beneficiaries are 
nominated, your investment will be paid out to the es-
tate and executor’s fees will apply.

• Tax-free investments - Tax-free investments, which 
allow you to save up to R33,000 per year and pay no 
tax on interest, capital gains and dividends have estate 
planning advantages if they are structured as a life pol-
icy, allowing you to nominate beneficiaries when you 
open your account. Your chosen beneficiaries will re-
ceive the proceeds of your Tax-free investment, and 
although it will be included in your estate duty calcula-
tion, there will be no executor fees payable.
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INCOME PROTECTION 

Risk cover is one of the most important investments 
you can make in yourself. Although it is often seen as a 
grudge purchase, being adequately covered allows you 
to live worry free, knowing that should you be met with 
a life altering situation, you will have the financial sup-
port to face any situation head on.

Recent studies have investigated the insurance indus-
try in South Africa and what was alarming to note was 
the lack of cover in place by South Africa’s young, work-
ing population. 

As you progress through life, so different forms of risk 
cover become more and less important. For any person 
working, whether young or old, the ability to earn an 
income is their greatest asset. Making sure that ability 
to earn is protected, is the most important cover you 
can have in place.

If there’s one form of insurance that single millennials 
should not do without, it’s income replacement cover, 
which pays a monthly income if you become disabled 
or critically ill. With this important cover available, there 
is unfortunately a relatively low take-up of this type of 
insurance by this demographic.

Research shows that younger millennials who have 
entered the workforce but who have not yet started 
a family are prone to risky behaviour, such as binge 
drinking and late-night driving. But they appear not to 
recognise the importance of protection against perma-
nent disability.
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If you have recently started work, have you given any 
thought to what you would do if you were involved in 
a car accident and disabled as a result, to the extent 
that you could no longer earn a living? Who would look 
after you? Whoever took on that role would bear a huge 
financial burden, because your living costs would prob-
ably include high medical expenses, so you would re-
quire more than what you were earning.

You probably have a certain degree of cover through 
your employee benefits package (which typically in-
cludes pension benefits and group life and disability 
cover). But such cover is likely to fall far short of what 
you would need, particularly if you have a career’s worth 
of pay slips in front of you that you have now lost. And 
a group disability pay-out is typically in the form of a 
once-off lump sum.

According to recent studies, a 25-year-old profession-
al earning R20 000 a month has an expected future 
income totalling R18 million. This includes inflation, as 
well as salary raises and promotions that such a profes-
sional would typically experience over a 40-year career.
Millennials unfortunately display a “present bias”, giv-
ing little thought to the outcomes of their suffering a 
life-changing event, they also exhibit high levels of 
risk-taking behaviour, the research says, coupled with a 
“naive sense of invincibility and under-appreciation for 
the probability of suffering a life-changing event”.

A scary statistic shows that almost 88% of millennial 
deaths have been as a result of behavioural, yet largely 
controllable, causes, such as car accidents. The young 
adult motor vehicle fatality rate is 60% higher than the 
average of all other age groups.

And while you may, if you have no dependants, be justi-
fied in not seeing the need for life cover, be aware that 
you are more likely to be seriously injured in a motor 
accident than to die in one.

The same study estimated that of the 145 000 gradu-
ates entering the working world at the end of this year, 
about 3 900 will suffer a life-changing event (disability, 
serious illness or death) before age 35, 10 000 before 
45 and 23 900 before 55.

According to another study by a global reinsurer, mil-
lennials are more likely to take out travel and mobile 
phone insurance than life insurance. This “irrational 
underconsumption of life insurance” is even more per-
plexing when you consider what good value it offers for 
people under the age of 30. Someone in this age group 
would typically pay R150 a month to insure a smart-
phone worth R10 000. On a R500 000 car, the millennial 
would be paying premiums of about R2 200 a month. 
However, income protection cover to the value of R18m 
would typically cost the millennial just R186 a month. 

Risk cover is something we recommend gets reviewed 
every 5 years to reassess your situation and to ensure 
that not only are you sufficiently covered, but that your 
premiums are manageable and competitive. Life and 
disability cover get more expensive as you get older, so 
it’s in your interests to take out such cover earlier rather 
than later. To combat excessive premium increases, we 
again recommend that risk policies be looked at every 
5 years. It costs nothing to be requoted from competing 
insurance companies, and you might just end up saving 
some money.

Speak to your Wealth Manager today about reviewing 
your risk cover. Opening the conversation could lead 
to you becoming adequately covered or saving you 
money each month on your premiums. If it turns out 
your premiums are competitive, there is no obligation 
to make any changes, and your current risk policy will 
continue indefinitely. 

We live in eventful times. It certainly feels like the glass 
is half empty at the moment. While it’s difficult to know 
how this all plays out, markets have been approaching 
these events priced as if everything is rosy, with lower 
than expected volatility. As such, volatility returning to 
more normal levels should not come as a surprise.

The good news is that we were structured well leading 
into this, with a diversified investment mix that is bi-
ased to undervalued assets. We believe we will remain 
equally well-structured coming out of this, because our 
approach is sensible and built in line with your risk tol-
erance.

So, why should you care? Well, if you are feeling fine 
about the current market volatility, that’s fantastic. Stay 
that way, as the ups and downs are a natural part of in-
vesting. However, we’re equally aware that you (we) are 
human, and prone to dwell on things even if we know 
we shouldn’t.

Observing investor irrationality in these situations is 
fascinating, and a timely reminder to always remember 
your true north. As humans, we like to feel good when 
investing, and it is our job to lead you down this path 
by seeking to make your investment journey as fruit-
ful as possible. However, the reality for us is far closer 
to a duck swimming in the sea, with our feet peddling 
frantically under the surface as we deal with changing 
undercurrents.

MESSAGE FROM 
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DEALING WITH FEAR: VOLATILITY 
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Therefore, our message to you is threefold. First, please 
don’t feel the need to panic. We are well aware of what 
is going on and we had expected moments like this to 
come. Second, we continue to peddle under the sur-
face. At this stage, we don’t recommend any action but 
will keep you informed if/when any changes are recom-
mended. And last, but not least, is to focus on your true 
north. Always reflect on your long-term goals, and we 
are here to discuss anything if you think we need ad-
justing.     

Ultimately, it’s easy to overplay the significance of vola-
tility because it means we can address the overwhelm-
ing feelings of anxiety that occur in times of market 
stress. But with volatility comes opportunity, especially 
for the patient and sensible ones. What is particularly 
interesting, however, is how quickly investors, and es-
pecially the media, can look with perfect hindsight and 
put these falls to a “problem”. 

If you think about this logically, rarely (if ever) can you 
buy a bargain in “good times”. By contrast, in times of 
market distress, panicked investors typically show a 
tendency to sell. Depending on how this all plays out, 
we could find ourselves in a hunting ground, and we 
will absolutely seek to take advantage.

We’ll leave with you this timely quote from Warren Buf-
fett, “The stock market is a device for transferring mon-
ey from the impatient to the patient.” We continue to 
focus on providing quality financial advice, and your job 
is to let us know if you are feeling uneasy or your cir-
cumstances have changed. 

As always, we are very happy to help. Please let us know 
if you have any questions.

BRENNAN STRYDOM
PARA PLANNER
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RESOLUTE WEALTH MANAGEMENT’S NEW 
YEARS RESOLUTION – OFFSHORE AND TAX-

FREE INVESTMENTS ARE THE WAY TO GO

As we are approaching the end of another year full of 
market confusion and volatility, with all of Trumps com-
ments, the Steinhoff saga, the Rand reaching its weak-
est in more than two years and a vast array of other 
factors affecting the market, investing these days may 
seem like a daunting task. Our advice for 2019 is to go 
offshore and tax-free. 

Investing offshore might seem like a complicated pro-
cess, with some questions even being raised such as, 
“the Rand is to weak, should I wait?” When the truth is, 
as many would say, you cannot time the market. Then 
the next question may be, when should I begin my in-
vestment? Well, like the popular Chinese proverb, “the 
best time to plant a tree was 20 years ago, the sec-
ond-best time is now.”

Then how do we begin to invest offshore? There are 
many different global fund offerings available to you 
to move your funds offshore, using a wealth manag-
er can simplify this process for you and give you the 
best options and recommendations to get the returns 
you are looking for. Allan Gray has reduced their min-
imum offshore investment amount from $10 000 to a 
much more accessible $1 500, making it easier for the 
new investor as well as the wearier investor to join the 
offshore market. It may seem like quite a substantial 
amount of money looking at our current exchange rate, 
but if we look at the value fluctuations of the rand in the 
past, it has just been getting worse over time with no 
sign of recovery in the future. Offshore markets have 
been performing exponentially better than South Afri-
can markets and the best option will always be to have 
a large portion of your investments with offshore ex-
posure. 
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The next investment you should have is a tax-free in-
vestment, allowing you to invest and receive returns 
completely tax-free. This investment allows for a max-
imum amount of R33 000 a year, with a total contribu-
tion amount totalling R500 000, all completely tax-free. 
Having this amount can allow for great returns espe-
cially for the long-term investor. We suggest adding 
this to your investments as soon as possible, and really 
maximising the amount you can invest tax-free. No one 
wants to pay tax, and most of us would take any op-
portunity we could to avoid paying said tax. This vehi-
cle proves to be the perfect instrument to grow wealth 
completely tax free. Just like the saying by Benjamin 
Franklin, “Nothing in this world is certain, except death 
and taxes.” Make sure you have a tax-free investment 
within your portfolio. 
 
Resolute Wealth highly recommends that you include 
these investments into your portfolio as soon as pos-
sible, and allow us to assist you in implementing these 
investments within your portfolio. 

CFP® Qualification
Congratulations to James Ferreira for successfully nav-
igating through the CFP® (Certified Financial Planner) 
board exam after having completed the Postgraduate 
Diploma in 2017. James had previously completed his 
Master’s Degree in Financial Management at Rhodes 
University in 2014, and the CFP® board exam has been 
the culmination of a long-term goal of becoming a fully 
qualified Wealth Manager. It is Resolute Wealth Man-
agement’s policy that every Private Wealth Manager ob-
tain the CFP® designation to ensure our clients receive 
the best advice from all our advisors and to ensure we 
retain the highest level of knowledge and professional-
ism within our company. 

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.

JAMES FERREIRA
WEALTH MANAGER
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