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January is always a very special month for Reso-
lute Wealth Management as this month of the 
year marks our anniversary. This past January 
was in particular a special month for us as it 
marks our fifteenth year in business. It is rightly 
said that it doesn’t matter where you go in your 
life, but what matters most is whom you have 
beside you all the way. The people by our side 
are family, colleague’s and clients, and it is due 
to their support that we have expanded our 
organization to this extent that we are now cele-
brating 15 years of RWM’s commencement. 

From our humble little beginning in a Rosebank 
apartment servicing a hand full of clients total-
ling R100 million to over 1,000 investors today 
totalling over R2.5 billion, it has been an incredi-
ble journey of which we are very proud and ever 
grateful to our loyal clients.

Our organization started with the incorporation 
of core human values , such as Trust, Integrity, 

Honesty and Teamwork. Companies are like 
families, we build them with all our heart, put-
ting in blood, sweat and tears with one purpose 
in mind, and that is to make it grow and flourish. 
In a family we take care of each other’s wellbe-
ing, similarly in business we are a family where 
we share and take responsibilities so that we all 
can make our business and personal dreams 
come true. Our employees are the strength and 
backbone of the company, and it has largely 
being due to their hard work and commitment 
that RWM has been able to grow into one of 
South Africa’s leading independent Financial 
Planning practice’s.

Trust is the glue that holds relationships togeth-
er and we continually strive to remain transpar-
ent, fair and honest with our investors, partners 
and employees. Trust has two parts, one is the 
ability to believe in others and another is being 
trustworthy to others. For a successful business, 
it is important to take both sides together hand 
in hand. RWM has the most reliable, dependable 
and predictable employees who are benevolent 
to put aside their self-interests, for which we are 
truly grateful. The single biggest strength of our 
Company is our TEAM who tirelessly get the job 
done!

It is a matter of great pride to see our company 
growing, embracing a good value system and 
achieving more than we ever dreamt of. As we 
all know, a company is only as good as it’s people 
and we are fortunate enough to have extraordi-
nary employees with equally high aspirations 
and dreams. Over the past fifteen years this 
business has, and continues to evolve becoming 
more efficient and striving to provide our clients 
with objective and independent professional 
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MESSAGE FROM 
MORNINGSTAR INVESTMENT MANAGEMENT

VICTORIA REUVERS
SENIOR PORTFOLIO MANAGER

Most investors will be pleased to say goodbye to 
2018. It was a year that started with such prom-
ise and optimism and ended in a rollercoaster 
ride leaving South African investors disappoint-
ed for the 5th year in a row. 

Just as South Africa sorted out its house (so to 
speak) at the start of 2018 and re-entered the 
global investment spectrum, it was global mar-
kets that impacted us. The trade wars, the slow-
ing of global growth and rising interest rates that 
contributed to the rapid unwind of global senti-
ment and a sharp decline in global markets, 
including ours. In the fourth quarter of 2018, the 
majority of global markets fell by more than 10% 
in the period—in fact, 181 of the 215 equity mar-
kets we cover fell by 10% or more (in local-cur-
rency terms). 
 
As we reflect on 2018 and try to make sense of 
the year that had so much promise, the below 
points may resonate with investors: 
 
1) Doing something: Since it has been 5 years of 
low and now negative returns for investors with 
equity and growth assets, it will feel more com-
fortable doing something rather than nothing 
this year. We are starting to sound like a stuck 
record when we say that sitting on your hands 
and doing nothing is the best action you can 
take. Doing something gives one the feeling of 
control, however, it is precisely the changes we 
make in times of distress that can lead to long 
term wealth destruction. No one said being 

services. 

RWM milestones :
2004 – establishment of Resolute Wealth Man-
agement (Rosebank)
             assets under management R100 million
2007 – assets under management R500 million 
2011 – launch of local RWM model portfolio’s
2013 – assets under management R1 billion
2015 – moved to Bryanston
             assets under management R1.5 billion
2016 – launch of RWM Global model portfolio’s
2017 – addition of fiduciary services
            assets under management R2 billion
2018 –opening of Cape Town office
            Investec CCM Corporate cash solutions
2019 – 15 years old, R2.5 billion assets under 
management

To all of our clients, colleagues and family we 
thank you for your continued support and we 
look forward to being of service to you over the 
next fifteen years!
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patient is easy; or fun. 

2) Regret and envy: There will always be some-
one, some fund, some share or some invest-
ment strategy that did a lot better than yours 
(through luck or skill) and you may regret miss-
ing out. Fear and panic can force us as investors 
into making mistakes with our money, but envy 
is probably more destructive. Let’s cast our 
minds back to 2017 when Bitcoin was all the 
rage. Fast forward one year and Bitcoin is down 
over 70% in just 12 months.   

3) Overpaying for good news stories: Market 
darlings can become overvalued menaces. 
When there is a correction in their share price, 
they are likely to impact the broader market too 
– as we saw with Naspers in 2018 and the 
Nasdaq in the last quarter of 2018. 

So, where does that leave us as we enter the 
new year? In the short term, it is anyone’s guess 
(we’ve never proclaimed to have such a crystal 
ball), however, there are some things that we do 
know: 
 
1) It’s going to be bumpy: Make no mistake, 
there will be more bad news, things to worry 
about and further volatility this year. Should this 
worry you as an investor? Absolutely not. It’s par 
for the course and it’s what sells. I can’t think of 
a year that was full of good news and warm 
fuzzys. Every year holds unknowns and uncer-
tainties. It’s our behaviour that defines our 
investment outcomes.  
 
2) Value. By steering clear of the expensive and 
overhyped areas of the market in 2018, we 
avoided some of the market pain, yet there was 
no hiding from the overall market declines. 
While contagion across all markets is likely 
should we see continued volatility and draw-
downs in the U.S. market, we believe that much 
of the pain is in the price of SA domestic focused 
businesses. Looking forward, what matters 
greatly to us is to not overpay for a stream of 
longterm cash flows. For a while we have been 
speaking about the many domestically-focused 
businesses that remain out of favour due to the 

persistent gloomy economic outlook in South 
Africa.  With elections around the corner and the 
possibility of policy reform geared towards the 
goal of economic growth, we are aware (albeit 
with a pinch of caution) of any unlock that could 
potentially materialize from purchasing these 
assets below fair value.  
 
3) Staying the course: The envy of missed 
returns enhances one’s own desire to act. The 
temptation to take control and make a change is 
real. We appreciate that the current market con-
ditions are both challenging and uncomfortable; 
it is at these moments that we encourage every-
one to stop and pause, using evidence and per-
spective as their guide. That is, our greatest 
opportunity to add value comes off the back of 
disorder and extremes, acting rationally when 
others won’t or can’t.  
 

4) Diversification: While it may feel silly in the 
short term and not work over certain calendar 
years, the reality is that diversification does 
work. Our asset allocation framework provides a 
tried and tested method for building portfolios 
that are not reliant on individual market out-
comes. Our view is that a diversified portfolio 
tilted towards asset classes with higher expected 
returns, within appropriate risk constraints, pro-
vides the best chance of reaching our investors’ 
objectives. 
 
Overall, it was a disappointing end to a challeng-
ing year. By favouring unloved assets, we avoid-
ed some of the biggest drawdowns, yet there 
was no hiding from the broader market declines. 
It certainly sets up an interesting period ahead, 
where risk and opportunity must be carefully 
balanced. 
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MESSAGE FROM 
THE WEALTH MANAGEMENT TEAM

MAXIMIZE YOUR TAX SAVINGS 
FOR THE 2018 TAX YEAR 

GARETH VAN DER MERWE, CFP ®
WEALTH MANAGER

Now that we are well into the 2019 calendar year 
and the festive season seems like a distant 
memory, our attention now turns to the fast 
approaching end of the financial year on the 
28th February 2019. 

We all know that it is very far and few between 
that SARS gives us all an opportunity to minimize 
our tax spend, and maximize our investment 
contributions, and for this reason it is very 
important for us to take advantage of the oppor-
tunities available to us within Retirement & 
Tax-Free Savings Accounts.

Retirement Investments
Each individual can claim a tax deduction for 
their contributions into a Pension Fund, Provi-
dent Fund, and/or Retirement Annuity collective-
ly up to a maximum of 27.50% of the greater of 
remuneration for PAYE purposes or taxable 
income, limited to a maximum of R350,000 in 
contributions per year. This tax deduction can 
also lead to a lower tax rate being paid on your 
remaining taxable income, providing further tax 
relief. 

Example
A person earning a taxable income of R50,000 
per month, can contribute up to maximum of 
R13,750 per month into retirement products 
collectively, and these contributions will be tax 

deductible. If they contribute the maximum over 
the 12-month period, this will amount to a tax 
deduction of R46,200 for the year, based on the 
2018/2019 tax rates. This tax deduction will 
reduce proportionately to the contributions 
made, therefore if a person only contributes 
50% of the allowed contribution, amounting to 
R6,875 per month, the annual tax deduction will 
be R23,100. So the higher the contribution, the 
greater the tax benefit is for the tax year.

Tax-Free Savings Account
Each person can contribute a maximum of 
R33,000 into a tax-free savings accounts collec-
tively each financial year, up to a lifetime maxi-
mum of R500,000. As long as the afore men-
tioned limits are adhered to, this investment, 
including growth, will be completely free of capi-
tal gains tax and income tax.

Please don’t forget that as from the start of the 
new financial year, 1st March 2019, you will be 
able to contribute the annual maximum of 
R33,000 for the 2019 tax year.

It is not necessary to make these contributions 
on a monthly basis, but as long as the contribu-
tion is made before the end of the financial year, 
the 28th February 2018, they will be included in 
your annual tax calculation in order to maximize 
the tax benefit, and/or contributions benefit.

If you would like more information in this 
regard, please do not hesitate to contact your 
financial advisor, who will be more than happy 
to assist with any additional information or 
assistance you may need.
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JAMES FERREIRA, CFP ®
WEALTH MANAGER

MESSAGE FROM 
THE WEALTH MANAGEMENT TEAM

MAKING SENSE OF LARGE
RETIREMENT NUMBERS 

The statistic that only 6% of South Africans can 
retire comfortably is often quoted in the media – 
usually in the context of how dismally we fare 
when it comes to saving for retirement. While we 
are a nation of poor savers, the good news is 
that there is always an opportunity to change 
the outcome. The catch, however, is that you 
must make a start and you’ll need to stick to the 
plan.

Analysis paralysis
The scenarios you are presented with during a 
financial needs’ analysis are based on a few key 
assumptions and typically take inflation into 
account. These assumptions, and the fact that 
the results compound over time, can cause the 
numbers you are presented with to escalate 
exponentially.

If you have fallen behind on your retirement 
targets (and even if you have not), your initial 
reaction to the 6% figure may be emotional, 
rather than rational. Let’s assume you’ve been 
advised to accumulate R12 million in capital 
(your own numbers will depend on your specific 
circumstances).

“What do you mean I need to have saved R12 
million by the time I retire? How is that even 
humanly possible?” you may ask. Numbers like 

these may seem overwhelming, especially com-
pared to the numbers on our payslips and in our 
bank accounts.

The enormity of the implications of what saving 
for retirement entails may lead us to feel we are 
doomed from the start, and as a result, many 
people give up before they even begin.

Focus on what you can control
Your emotional response to the numbers in your 
retirement calculation can paralyse you and pre-
vent you from acting. Giving up before you start 
is a sure way never to achieve your goal.

Instead, understand the trade-offs you are 
making today, and know what is within your con-
trol and what is not. Maybe you can work longer 
than you initially thought, in return for saving a 
bit less. Maybe you can delay buying a new car 
by another year or two. Maybe you will only save 
R10 million and have to cut back on your lifestyle 
a little during retirement.

Understand, however, that the world looks very 
different to a retiree who made those trade-offs 
along the way and who is sitting on a R10 million 
retirement lump sum, and a retiree who cashed 
in their pension fund on a few occasions, never 
increased their contributions, and only has R2 
million to live from. Even if you fall short of your 
R12 million target, a close miss is better than 
missing it by a mile.

Make compounding work for you
Sometimes, we simply cannot quantify what it 
will take to achieve what we want. “Saving R500 
a month? How is that going to help?” you 
wonder, but when you combine the numbers 
with time and compounding returns, you’ll see 
magic happen.

Once you realise that your accumulated capital 
translates into the ability to generate an income 
in retirement, you understand how your actions 
add up to enable you to take charge of your 
future.

Yes, but…
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You can always challenge the assumptions… 
Inflation could be higher. “Investment returns 
could be lower, and none of us know for sure 
what will happen in the future.”

If you look at a period of poor performance in 
local equities, for example, chances are that over 
a longer period, the returns will outstrip inflation 
and prove that sub-par returns over the 
short-term won’t necessarily damage your 
investment overall in the end.

The principles that drive saving for retirement 
apply for any other investment decision.

You need to remember to remove emotion from 
the equation and focus on the factors under 
your control. Most importantly, you need to 
remember that a plan only works if it is imple-
mented. Therefore, above all else, understand 
the numbers and make them work in your 
favour.

 

NANCY BOWRING
WEALTH MANAGER

MESSAGE FROM 
THE WEALTH MANAGEMENT TEAM

NEUROECONOMICS : THE NEXT FRONTIER 
FOR EXPLAINING HUMAN BEHAVIOUR 

Unfulfilled expectations such as those that result 
from investment losses, depress brain serotonin 
levels. These feelings of anxiety and depression  
can sometimes paralyze investors, encumbering 
them against assuming risks.

At other times, investors can become impulsive 
and rely on unproven, erratic investment strate-
gies, (usually overtrading) in an attempt to 
recoup a loss and overcome a depressed state.  
As mentioned in the last newsletter loss-averse 
investors weight losses twice as heavily as com-
mensurate gains. Thus, moving in and out of 
investments which is an inherently self-distruc-
tive activity.

Understanding how serotonin works is crucial to 
understanding why we are loss averse.
As mentioned in the last newsletter, loss aver-
sion can cause investors to hold on to an invest-
ment too long.  A good way to prevent this 
behavior is to institute a stop-loss rule.

Loss aversion can also cause investors to cash in 
winning positions too early out of fear that their 
luck won’t last. 
Rules that govern the selling of investments 
should take into account fundamentals, valua-
tions, and so-on, not just price.

(All Credit to Michael M Pompian, CFA,CFP)              

 

Serotonin is a neurotransmitter synthesized in 
the central nervous system and digestive tract. A 
reduction in Serotonin is often linked to anxiety, 
depression, impulsiveness and irritability. 
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MY RETURNS HAVE BEEN POOR - 
WHAT NOW? 

We have just lived through close to the worst 
4-year period on the JSE in the past 25 years – 
with a compound return of only 4.5% p.a. At a 
time of sustained very poor investment returns, 
some history lessons are needed to keep the 
faith.

Asset classes behave differently over time and 
riskier assets are more volatile, which investors 
have to stomach if they want an inflation-beat-
ing return over time. The frustration over the 
last few years has been that cash has delivered a 
similar return (after tax) to equities, causing 
investors to question the merit of equity invest-
ing.

This has also resulted in portfolios with low 
bond weightings underperforming inflation.
So what should investors do now? A good place 
to look for answers is the long-term return of 
asset classes. 

Over the past 3 years, equity returns have been 
poor (both local and global in rand terms), prop-
erty returns have been negative and the rand 
has strengthened by 7.6% against the US dollar. 
The past year has been a disaster for equity 
assets across the board – unless you were 
invested offshore and measured your wealth in 
rand terms.

However, looking at longer term annualised 
returns, the answer seems obvious: equity and 
property is where returns are made and bonds 
and cash should be mixed with these to diversi-
fy, reduce volatility and lower the risk over short-
er time periods. However, the last few years 
have been the opposite and 2018 was a particu-
larly unpleasant ride. The natural emotional 
response to outcomes for the last few years is to 
take refuge in cash – “at least you can’t lose your 
money”.

However, to take this approach after a period of 
poor equity returns is always the wrong answer 
and the long-term outcome is a guaranteed 
return below inflation (after tax). Investors 
always need to take a long-term view and can be 
confident that long-term trends will continue, 
and they will diverge from these in shorter-term 
time periods.

Global GDP will continue to grow at 2%-4% p.a. 
for the next 10 years. Markets will be cyclical and 
volatile, but big global companies will grow their 
earnings at 5%-8% in US dollar terms p.a. over 
the next ten years and these companies will pay 
out dividends which will increase that return by 
2%-3% p.a. Companies will get cheap and expen-
sive but, over time, share prices will grow in line 
with these earnings. That 7%-11% p.a. growth in 
dollar terms is what has been delivered for the 
past 25 years and one can be fairly certain that 
this will be repeated in the next 25 years.

What investors will have learnt is that almost no 
investment professional can tell you with 
certainty when this will happen and what will 
happen in the short term – there wouldn’t be 
200 asset management companies and 10,000 
advisors in South Africa if any one consistently 
got it right. We all rely on history to a certain 
extent and returns over the past four years have 
been very poor by historical standards.

A logical response to the information provided 
to add value to your long-term return is to 
increase the proportion of asset classes which 
have performed poorly over a three-year period 
and likewise to take profits on those that have 
flourished. Right now that means more equities 
and, in SA, more property  as well – although the 
SA 2018 property return had more to do with 
one basket of related companies than the 
market as a whole.

Another part of the when problem is that equi-
ties move sharply and often when least expect-
ed. Returns often come at times of highest anxi-
ety (when valuations are correspondingly low) 
and a year’s returns can often be generated in a 
month or two.

PETER ARMITAGE, CEO & Co-CIO
Anchor Capital 
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MESSAGE FROM 
RESOLUTE WEALTH MANAGEMENT

WELCOME TO THE TEAM

From all of us at Resolute Wealth Management,
we would like to welcome Angelo Theofanous to 
the team as a Private Wealth Manager. Angelo 
has joined us from Ascent Wealth Managers and 
we look forward to prosperous growth for both 
Angelo and the business

Angelo has been in the industry since 2004, after 
the advent FICA law changes. He started his 
career working as an administrator before com-
pleting his studies and becoming a fully fledged 
Wealth Manager

Angelo holds a post graduate degree in financial 
planning and a national diploma in project man-
agement. 

 
 

 
 

ANGELO THEOFANOUS, FSA ®
WEALTH MANAGER

One naturally wants to be invested in equities 
only when it feels comfortable – but that 
approach will see an investor deliver a much 
lower return over time. It’s mostly too late when 
it feels comfortable. Stay invested in quality 
companies that will grow their earnings over 
time, allocate capital smartly and earn a high 
return on the capital that they don’t return to 
investors.

We then need to consider our situation as South 
Africans, with a rand that fairly predictably 
depreciates at 4%-6% p.a. over the long term – 
that implies a rand vs US dollar exchange rate of 
R25/$1 by 2030. Looking at Figure 1 above, when 
investing in rand, a high-quality global equity 
portfolio is a pretty compelling proposition. JSE 
returns sometimes compensate for SA’s higher 
inflation rate (it has over 15 years), but it certain-
ly makes sense to diversify out of just SA equi-
ties.

One also has to take SA political risk into account 
(although US President Donald Trump’s antics 
make our politics relatively more tolerable). 
Again the answer is to diversify out of any one 
specific risk.

One positive aspect of the SA investment envi-
ronment is that it is easier to earn a real low-risk 
yield than in offshore markets. Cash beats infla-
tion by around 2% (at 6.8%) and bonds by 4% (at 
9%). This is justified by the higher risks, but the 
returns are there nonetheless. So, while equities 
are essential for longer-term returns in SA, cash 
and bonds are a comfortable parking bay.

There will always be calamity headlines, new 
risks emerge and subside on Bloomberg every 
day, but over the long term the pattern is fairly 
predictable.

The sermon above might be cold comfort for 
investors who need sustained inflation-beating 
returns in the short term. It is here where a 
financial advisor can guide you through the 
shorter-term anxieties and pressures, ensuring 
you don’t act emotionally to reduce your 
long-term return.
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