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As a nation we have become accustomed to waiting… 
Waiting for change, waiting for a better government, 
waiting for better service delivery, waiting for better 
living standards and in general just waiting for a 
better South Africa that we all deserve!

On the 22nd May Cyril Ramaphosa “the Buffalo” was 
elected president by the National Assembly to his 
first full term following the ANC’s victory in the 2019 
South African general election. Typically after the 
inauguration the President announces his cabinet. 
But again we were kept WAITING until the early 
evening some four days later, but at least this time it 
was announced at around 9pm and not done as a 
midnight shuffle that we got to endure under Zuma 
on so many occasions.

                    
 

The delay was apparently due to him wanting to 
personally engage each appointee but as we all know 
politics within the ANC is a complex one. He needed 
to play a juggling act by recruiting ministers who are 
capable of delivering on his “New Dawn” but at the 
same time playing the long game within the ANC in 
order to stay in charge and keep the hyena’s at bay.
The Cabinet announcement was scheduled for 8pm 
Wednesday evening and as another delay began, so 
began the speculation and finger-nail biting, but the 
wait was well worth it! 

President Cyril Ramaphosa took a step toward 
putting SA on a growth path and fighting corruption 
by naming a slimmed-down Cabinet that retained 
Finance Minister Tito Mboweni and Public Enterpris-
es Minister Pravin Gordhan in their posts. Both Tito 
and Pravin are crucial in these two posts and it was 
encouraging to see that Ramaphosa did not buckle 
to the last minute pressure from the dark side ie. EFF 
and the ever incompetent looking Public Protector 
Busisiwe Mkhwebane who both attacked Pravin 
Gordhan in the attempt to have him excluded from a 
Ministerial position at the eleventh hour, clearly with 
the goal of wanting to keep the feeding trough’s of 
the State Owned Enterprises alive and well.

The investment community had been nervous about 
the possible replacement of finance minister Tito 
Mboweni and public enterprises boss Pravin Gord-
han. The former because of his fierce independence; 
the latter because of health and age. But both are 
back. Reappointments which helped the Rand gain 
20c from its worst point of the day.

One can only wonder at how much is going on 
behind the scenes as the vampires from the dark 
side are now scattering as the light from the commis-
sions of enquiry increasingly grows brighter. On top 
of this the newly appointed National Director of 
Public Prosecutions Shamila Batohi has just received 
a strong lieutenant  in Advocate Hermione Theresa 
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Cronje  in the form of  a NPA state capture investiga-
tive arm. During Ramaphosa’s SONA address he 
singled out Shamila three times and his words of 
“watch this space” must have surely sent a shiver 
down the spine of the hyenas!
The reappointment of David Mabuza, who’s been 
implicated in a string of scandals, as his deputy 
reflects the political trade-offs he’s had to make due 
to his tenuous hold on the deeply divided African
National Congress. Since securing a five-year term 
when the ANC won a parliamentary majority on May 
8, Ramaphosa, has vowed to clean up a government 
discredited under  Jacob Zuma.

Also welcomed was the cut in the number of minis-
tries from 36 to 28, including the welcome expansion 
of Ebrahim Patel’s Economic Affairs portfolio to 
include Trade and Industry. Adding to the theme of 
continuity which business applauds, Gwede Man-
tashe got Energy added to his existing Mining portfo-
lio. For the first time ever, 50% of South Africa’s Cabi-
net members are women and in addition a greater 
generation mix was elected, hopefully this breathes 
new life into our government.  

Easily the biggest surprise was the introduction of an 
outsider, former Democratic Alliance heavyweight 
and GOOD party founder Patricia de Lille, as Public 
Works minister. Did Ramaphosa follow Mandela’s 
lead by including a member from an opposition 
party, or was this a clever and long play for the West-
ern Cape, time will surely tell.

From first impressions, it’s a group selected to fulfil 
Ramaphosa’s promise of hard-working, servant lead-
ers. And there’s not a Zuptoid in sight. Hope springs !

Background 
South Africa (SA) voted on Wednesday, 8 May, in 
what was probably the most important general elec-
tion since the dawn of democracy. In what follows, 
we look at the results provided by the Independent 
Electoral Commission (IEC). We note that despite 
some issues (voters’ indelible ink being easily 
removed, a few reports of double voting etc.) the IEC 
has declared the election as being “free and fair”. 
Surprisingly, from the data, voter turnout was very 
low with 17.7mn total votes (65.99% of the 26.8mn 
registered voters- see Figure 1). There were 235,449 
spoilt ballots.

Figure 1: Voter turnout: 1994-2019

Source: News24.com, Wikipedia, Stats SA, Anchor

Voter turnout
The voter turnout of 65.99% was far lower than 
expected and is below the 73.5% recorded in the 
2014 election, with the Southern African Develop-
ment Community (SADC)election observers raising 
concern over the poor youth voter turnout. Julius 
Malema’s Economic Freedom Fighters (EFF) has 
become the official opposition in three provinces 
and grown to 10.8% nationally. However, with the 
ANC garnering a majority nationally as well as in all 
provinces except the Western Cape, the EFF’s 
mooted pre-election role as kingmaker and the likeli-
hood of EFF party members entering government 
posts by coalition agreements is no longer relevant. 
While its numbers swelled in the national assembly 
its performance does nevertheless seem lower rela-
tive to what some pollsters and the party itself had 
predicted. A possible reason being the 
lower-than-expected youth turnout (the EFF’s biggest 
support base) vs older voters. It could also indicate 
that a smaller-than-expected number of voters sup-
port some of the EFF’s more radical ideas, and it 
would seem from these election results that, in gen-
eral, South Africans reject the more radical left and 
right, instead preferring more centrist parties (ANC 
and the DA). The c. 58% performance from the ANC 
and the party retaining Gauteng with a majority of 
53.2%, is likely to be positive for the country (and the 
JSE) and is a sign that voters are giving Ramaphosa 
the required mandate to effect change.

ANC election performance and the Ramaphosa 
effect
Although there was little doubt before the election 
that the ANC would emerge victorious, the margin of 
victory was unclear.

ELECTIONS 2019 - WHERE TO FROM HERE?
Peter Armitage
Anchor Capital
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Several political commentators argued that should 
President Cyril Ramaphosa not lead the ANC to a 
substantial victory (c.55%-60% of the national vote), it 
would weaken his position within the ruling party 
and, eventually, could lead to his downfall as the 
so-called Zuma faction saw themselves strength-
ened. However, Ipsos polls before the elections 
showed unprecedented support for Ramaphosa 
both in terms of popularity and competency, while 
the ANC did not fare anywhere near as well. Susan 
Booysen, director of research at the Mapungubwe 
Institute for Strategic Reflection, told BusinessTech 
recently that since Ramaphosa assumed office (on 
15 February 2018), “the ANC has experienced a 
resurgence.” According to Booysen, in the last month 
of Zuma’s rule (January 2018), the party “had slipped 
below the 50% mark, …”. We agree and believe that 
had Zuma still been the face of the ANC, the party 
would have easily dropped below the 50% mark and 
lost Gauteng.

Ramaphosa has proven to be extremely popular with 
voters (more so than his party) and has even led to 
people not usually aligned to the ANC contemplating 
voting for him to strengthen his so-called reform 
agenda. This, as he promises to root out corruption 
and “renew” the ANC. While it has since worn off, the 
initial bout of ‘Ramaphoria’ during the first few 
months of his presidency took the wind out of the 
sails of the major opposition parties (the DA and EFF 
– as can be seen from the election results vs the local 
elections), for whom Zuma was a blessing in disguise.

The key now is for Ramaphosa to show leadership 
with the appointment of his new cabinet, which is 
expected to be the first key message he sends to 
global and local investors. In terms of the Constitu-
tion, the President has absolute power to appoint 
the deputy president and ministers and to dismiss 
them. Ramaphosa is expected to announce the 
make-up and size (which by all accounts is set to be 
cut from the bloated cabinet of the Zuma years) of 
his new cabinet by around 21 May, as the presiden-
tial inauguration takes place on 25 May. His cabinet 
appointments should tell us more about his inten-
tions (and whether he has been able to sideline the 
so-called Zuma-aligned party members). More 
importantly, it will be a truer test of his ability to 
execute on his promises to rid the country of ram-
pant corruption.

The hope is that he will remove tainted and contro-
versial Zuma-era cabinet ministers such as Bathabile 
Dlamini, Mosebenzi Zwane, Malusi Gigaba, Nomvula 
Mokonyane, former state security minister David 
Mahlobo and his successor, Bongani Bongo (all of 

all of whom appear high on the lists the party sub-
mitted to the IEC). The chances of all these names 
falling are, however, slim. Most are quite high in the 
ANC NEC but, even if Ramaphosa is able to remove 
half of these individuals from cabinet, it will likely be 
seen as a victory, not only for SA but also for him and 
his position in the party.

Our base case comes to fruition
Our own base-case scenario for a relatively strong 
ANC election win (ANC gets 58% or more of the vote 
nationally) has materialised with the ANC winning 
57.5% of the vote nationally. We view the result as 
providing a mandate for Ramaphosa to continue his 
reform and anti-corruption drive, which is positive 
for SA investor confidence. Even though the ANC’s 
national majority has been reduced to below 60% for 
the first time, and is down 7.5% from 2014, we high-
light that it is significantly higher (by 6.7%) vs the 
ANC’s performance in the local government elections 
when it garnered 53.9% support overall.
These results should, in turn, see strong inflows into 
the SA equity market. Recent market performance 
has indicated support for this view, although we 
repeat that Ramaphosa will need to show strong 
leadership and take meaningful actions in order to 
reinforce confidence. 

To summarise, Anchor’s base-case scenario (at a 55% 
probability), expected the ANC to get 58%-plus of the 
vote. With the final tally within a whisker of this 
scenario, we believe that the current ‘repair’ scenario 
should maintain its momentum, with Ramaphosa 
emboldened and seen as having received the 
required mandate from voters to solidify his position 
and to steer ahead unfettered with his anti-corrup-
tion and growth agenda. Ramaphosa is expected to 
assemble a new cabinet, with few Zuma cronies or 
compromised individuals. He is also expected to 
make headway in managing divisions within the ANC, 
gaining the support of the ANC caucus and the NEC, 
as he intensifies the fight against corruption and 
state capture.
This, in turn, will be positive for the local economy 
and we are likely to see more inflows of foreign direct 
investment (FDI) and local investment into SA as ANC 
policies are (hopefully) clarified, especially those 
related to expropriation without compensation 
(EWC), the nationalisation of the SA Reserve Bank 
(SARB) etc. A more certain future overall, with Rama-
phosa perhaps serving two terms, boosting the JSE 
(bar any external offshore factors) and the rand 
strengthening. Here we recommend high exposure 
to SA Inc. shares (see Figure 2 above), especially the 
quality counters where foreigners take their expo-
sure.
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Hence, we are maintaining meaningful exposure to 
SA Inc. shares, but retaining a diversified portfolio. 
Importantly, investors should be ready to react as 
the SA political drama unfolds. SA has serious struc-
tural issues and the advances made in solving these 
are equally important. It should also be borne in 
mind that many of the factors impacting equity mar-
kets are global in nature and the SA political outcome 
is just one of the contributors.

The ANC cabinet – revamped?
With the ruling party having experienced a serious 
credibility crisis over the past few years and being 
deeply divided between the so-called Ramaphosa 
(constitutionalists, reformist, anti-corruption) and 
the Zuma factions (now seemingly headed by ANC 
Secretary General Ace Magashula), a strong victory 
was not at all a certainty, although Ramaphosa’s 
charisma seems to have carried the ANC through.
However, the Herculean task of getting SA’s economy 
back on track now starts officially and it will be inter-
esting to see the make-up of Ramaphosa’s cabinet 
once that announcement is made. With a clear ANC 
election win on a national level, it is Ramaphosa’s 
prerogative to appoint a cabinet (in consultation with 
the ANC and its alliance partners) and who he choos-
es may well give South Africans a better idea of the 
ANC’s commitment to rooting out corruption.
Ramaphosa is, by all accounts, the complete oppo-
site when compared to Zuma in terms of his govern-
ing style – he is a modern leader for whom the rule of 
law is paramount. Following years in the trade union 
movement and in business, Ramaphosa is an astute 
negotiator and a cautious strategist who wants to 
unify a divided ANC and tripartite alliance. If Rama-
phosa, the constitutionalist, reformist (and one of 
the authors of our constitution), emerges victorious, 
with a strong mandate (which seems to now be the 
case), political commentators believe he can contin-
ue “gloves off” with his current reform agenda.
By quickly consolidating his power after his election 
victory, Ramaphosa might be able to rid the 
once-proud liberation movement of those individu-
als implicated in State Capture and their “fightback” 
campaign. This, in turn, will be positive for SA, and 
the country might finally see renewal and growth 
again, having left the disastrous 9 years of ex-Presi-
dent Jacob Zuma’s rule behind it.

The 2014 election vs 2019 election
In the last general election (2014), the votes received 
by the top-5 political parties are shown in Figure 4 
below. The ANC earned 62% of the national vote vs 
65% in 2009. ANC support further dwindled in the 
2016 municipal elections – it received only 53.9% of 
the national vote and lost key metropolitan 

municipalities (Johannesburg, Tshwane and Nelson 
Mandela Bay). Of the total 25.39mn voters in 2014, 
73.48% voted with 18.4mn valid votes cast. Spoilt 
votes totaled 252,274 (these were likely disillusioned 
ANC voters spoiling their ballots instead of voting for 
another party). According to the IEC, this year’s 
voters roll contains 26.8mn voters, higher than in 
2014 but, nevertheless, indicating 10mn-plus citizens 
of voting age have chosen not to register to vote in 
this election. Of these, 65.99% actually voted (see 
Figure 1), with spoilt votes at 235,472.

Figure 4: ANC historical performance nationally

Source: elections.org, Anchor

As can be seen from Figure 4 above, prior to this 
year’s election, the ANC posted its worst YoY election 
losses, down 5.4% and 5.7% YoY in 2009 and 2014, 
respectively, during the Zuma years. We note that 
following the “recall’ of Thabo Mbeki in 2008, a 
faction split from the ANC to form COPE, while the 
EFF was formed in July 2013, less than a year before 
the 2013 election, when Malema was kicked out of 
the ANC.
Recent poll data indicated that the ANC was likely to 
win with a 55%-60% majority, which Anchor and 
many other political commentators saw as the 
required percentage for Ramaphosa to lead in a less 
constrained way. Our base case of the most likely 
outcome was for the ANC to get 58%-plus of the vote 
(we put this at a 55% probability). The strong Rama-
phosa/ ANC win could see the market rally on expec-
tations of greater policy certainty, improved 
state-owned enterprises (SOE) leadership and a 
better growth outlook.
In terms of parliamentary seats, there are 400 seats 
in total (MPs serving in parliament) during a five-year 
term. With voter turnout standing at c.17.4mn or 
65.99% of the 26.8mn registered voters,IEC officials 
will have to divide the total number of actual votes 
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(17.4mn) by the number of Parliamentary seats 
(400). So, in order to earn a single seat for an MP, a 
party would have to secure c. 43,500 votes. Below, 
we highlight the seats received by the top-5 parties in 
2014 and the top-5 parties in the 2019 election – 
giving readers an idea what our sixth democratic 
Parliament will look like. The national assembly now 
has 14 political parties represented, with the ANC 
and the DA losing 19 and 5 seats each, respectively, 
and the EFF and VF Plus gaining 15 and 6 seats each, 
respectively.

Conclusion 
SA turned a corner when Cyril Ramaphosa was elect-
ed ANC president at the party’s elective conference 
in December 2017. Many positive moves have been 
made since as discussed in our report entitled Invest-
ment scenarios for the SA general election. However, 
not surprisingly, there is strong opposition within a 
faction of the ANC against moves by Ramaphosa to 
curb corruption and revive embattled SOEs. Our 
base case is for this direction to be sustained and this 
could see underweight foreign fund managers direct 
financial flows back into the SA market. The offshore 
component of the JSE should provide support and, 
since our base case of a positive SA scenario has 
unfolded (with Ramaphosa being given the required 
mandate to pursue his reform agenda), we could see 
a material bounce in local equities. However, our 
bets are measured, and we are managing portfolios 
with one eye carefully on the risks.
Jobs will be created by the private sector only within 
a favourable investment environment and not with 
policy uncertainty, corruption, doublespeak and EWC 
hanging over our collective heads. No-one will invest 
if they believe their money or investment isn’t safe. 
The ruling party needs to send clear messages after 
this election regarding its policies and we need a 
renewed collaboration between government, busi-
ness and labour in order to place the country on a 
renewed growth path – away from conflict to joint 
goals around growth that will, in turn, create jobs 
and a thriving economy.
While we continue to have a positive stance on local 
equities, the future is far from certain despite our 
base-case scenario unfolding with the ANC election 
outcome. Being nimble is as important as it has ever 
been, and we will be quick to act in the best interests 
of our clients. Investors in the SA market have been 
going through emotional turmoil for a while now, 
with worsening local news and a difficult operating 
environment for businesses (although the global 
backdrop had proved supportive). 

Hence, sectoral exposure is increasingly critical, and 
these could be materially differentiated over the 
coming months. However, we believe as it currently 
stands an emboldened Ramaphosa could lead to 
more certainty as well as more definitive policy 
measures which are likely to boost the flagging SA 
economy.
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greedy only when others are fearful.
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Gareth van der Merwe, CFP ®
PRIVATE WEALTH MANAGER & FIDUCIARY SPECIALIST

RESOLUTE WEALTH MANAGEMENT’S 
CLIENT PRESENTATION 

On the 9th of May we held our first bi-annual client 
presentation for 2019, which was kindly hosted at 
the offices of Investec Asset Management in Sand-
ton. Thank you to all of you who managed to join us 
for the morning, and we hope you enjoyed it as much 
as we did.

Once again it was a star studded lineup with Victoria 
Reuvers from Morningstar taking us through the 
Resolute Wealth Management portfolios and their 
structure across all asset classes, Eugene Visagie, 
also from Morningstar, shed some light on behavio-
ral finance and why we as human beings act as we 
do, and as always, Jeremy Gardiner, a director at 
Investec Asset Management, enlightened us as to 
what is actually going on with markets and politics 
both locally and internationally. I often find myself 
amazed at how he does make a person walk out of 
his presentation feeling far more optimistic about 
South Africa’s future than when we walked in. Con-
sidering it was the day after voting day, let’s hope the 
euphoria lasts! 

After the number of difficult years the markets have 
endured, it was very refreshing to hear that there is 
optimism amongst the fund managers who are find-
ing great buying opportunities, especially in our local 
market, due to good quality equities having repriced 
for various reasons, but are now considered to be 
“cheap”. 

With reference to the included graph, you can see 
how well all sectors have performed in the first 4 
months of 2019 in order to contribute to the strong 
recovery within the FTSE/JSE Allshare.  Although the 
past 3 weeks have seen the FTSE/JSE Allshare giving 
some of the year to date’s returns back, it is expected 
that this will once again trend upwards.

Jeremy Gardiner closed off his presentation by show-
ing the below slide, which is Investec Asset Manage-
ment’s expected 5-year annualized returns across 
the different asset classes. It however is very impor-
tant to remember that these are based on an AVER-
AGE annualized return over the next 5 years. 
Although these returns are not a guarantee, it is 
comforting to know that an institution such as Invest-
ec Asset Management is seeing the green shoots 
starting to come through after an extended winter in 
the markets, for which clients will be rewarded for 
their patience and sticking to their long-term strate-
gy.
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JAMES FERREIRA, CFP ®
PRIVATE WEALTH MANAGER

MESSAGE FROM 
THE WEALTH MANAGEMENT TEAM

PART 2 - EXPAT TAX: SARS AT RISK OF 
LOSING EVEN MORE MONEY

Following on from part 1 which explained what finan-
cial emigration involves, part 2 looks at the recent 
amendment to the income tax act and what that 
means to South Africans who decide not to financial-
ly emigrate and who need to be aware of the recent 
tax changes and what that means to their income 
earned abroad.

It is ironic that amendments to the South African 
Income Tax Act, intended to generate further tax 
revenue for the country, will probably have the oppo-
site effect when it comes to expat tax, says Jonty 
Leon, a tax attorney at Tax Consulting SA.

In terms of the amended section of the Income Tax 
Act, South Africans working abroad will in future be 
taxed in South Africa on any foreign income exceed-
ing R1m. Fringe benefits and allowances, which form 
part of the expat's remuneration package, will also 
become taxable once the R1m exemption has been 
exhausted.

The changes are set to become effective on March 1, 
2020.

National Treasury invited key stakeholders to a work-
shop last month to address continued concerns 
around these amendments.  "It was exceptionally 
disappointing to see how little public feedback is 
actually taken into account.”

"It was clear at the workshop that National Treasury 
and the SA Revenue Service (SARS) are not budging 

As I did also mention on the day, on the 1st of June 
we moved into our new offices due to the necessity 
for additional office space. Don’t worry, it is in the 
same business park we have been in for the past 
number of years, but in a different building. We will 
however be sending out details of our new address 
shortly to ensure you are able to find us. Please note 
that all of our contact details such as telephone num-
bers and e-mail addresses will not be affected and 
will remain the same.

Last but not least, congratulations once again to 
Fabienne Caldwell who walked away with the beauti-
ful hamper, created by Jenny Robert Exclusive Décor, 
just for choosing the lucky seat. The hamper consist-
ed of a variety of items, including a candle holder, 
shortbread, a bottle of Chocolate Block red Wine, 
and a number of extra goodies. We hope you enjoy it 
and only share with those who deserve it!

We will be having our next client presentation in 
October. We will however confirm all of the details in 
due course, and hope you will once again be able to 
join us, as it allows us to interact with our clients 
outside of the office.
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on their decision to amend the foreign income tax 
exemption," Leon told Fin24 on Monday.

Leon believes the amendment may be counterpro-
ductive.

"They think this amended law will generate further 
tax income for SA, but it will do the opposite in the 
end, as many South Africans are now deciding to 
stop their tax residency in SA.”

"SARS could end up getting zero tax from expat 
income."

More difficult to work abroad
Another issue Leon raised is that the amendment 
relating to taxation of benefits and allowances 
earned outside SA would make it more difficult for 
South Africans to get placed abroad as it could 
become too expensive.

"This will have a major impact on the competitive-
ness of South African professionals and the remu-
neration policy of multi-national South African com-
panies," said Leon.

"If you remain a tax resident of SA, then you have to 
declare your worldwide income and it will be taxable 
beyond the R1m exemption."

Financial emigration and other options
He said one option would be what is called "financial 
emigration". This would formalise that a person 
working abroad is not a tax resident in the eyes of 
SARS and the SA Reserve Bank (SARB) anymore. 
There are certain requirements to meet and this 
process does not affect citizenship.

Another option, according to Leon, would be to 
establish whether SA has a dual taxation agreement 
with the country where expat work is being done. 
Here, too, there are certain requirements to meet.
There are also additional international localised 
structuring opportunities available for those who are 
not working in Double Tax Treaty countries.

Source: Fin24

Why don’t we just spend all the money we earn and 
let tomorrow take care of itself?

One possible answer is that we are likely to face a day 
when our expenses will be more than the income we 
earn. This may be temporary due to an unforeseen 
accident or educational expenses, or for more 
permanent reasons, like retirement. 

Essentially, saving and investing is deferring con-
sumption today with the aim of having something 
better tomorrow. If my R10 can buy me a buddy Coke 
today and I won’t be able to buy something more (or 
better) than that a year from now, I would be better 
off spending the money now. At the very least, 
investing should protect my buying power (in other 
words, keep pace with inflation). Ideally, it should do 
much more than that.

If you believe you invest to ensure that you are in a 
better position tomorrow than you are today, the 
logical next thought may be, well then surely the aim 
of investing should be to maximise my returns? 
Higher returns mean more money, which translates 
into a better living standard, right?

The problem with this argument is that it ignores the 
issue of risk. It also overlooks how behavioural 
biases impact decision-making.

Balancing risk and return

Let’s assume the aim of your investment is to maxim-
ise your return. If you expect a typical general equity 
fund to offer returns of around 13% per annum over 
the long term, and someone offers you 20%, 
wouldn’t that be a better investment? But the higher 
the return on offer, the more risk you will have to 
take to achieve it, and you may get caught up in some 
dodgy investment scheme and lose all your money. 

It is against this background that goals-based invest-
ing (sometimes also called outcomes-based invest-
ing) is gaining traction. Simply put, it argues that 
investors have certain life goals they want to meet, 
and their investments should be chosen in line with 
these goals (rather than chasing after returns). This 
could involve paying for a child’s education, buying a 
new car, taking a holiday or saving for retirement. 

Inge Lamprecht
Moneyweb.co.za
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In some ways, this is similar to the liability-driven 
investment model followed by certain pension funds 
where the fund aims to accumulate enough assets 
(member contributions and returns) to meet a future 
liability (pay a pension). It is also the methodology 
used by various robo-advisors that ask investors to 
choose a goal and investment horizon and then pick 
investments in line with the goal.

Goals-based investing

The goals-based investing approach may not be 
maximising returns, but this way, investors won’t 
take on more risk than necessary. Knowing that the 
investment choice was made with a specific goal in 
mind also makes it easier to stay the course when 
the markets get choppy. Many times, investors are 
their own worst enemies when it comes to switching 
investments and chasing after returns.

Information recently shared by Momentum Invest-
ments at the Investment Forum 2019 demonstrates 
this clearly. Only 35% of advisors on its platform have 
managed to get at least inflation for more than half 
their clients.

Seventy-one percent of clients on the platform failed 
to outperform inflation during the period they have 
been invested on the platform. This includes 9% who 
experienced negative returns.

“This proves that fund picking is not a strategy that is 
easily rewarded,” says Momentum Investments CEO 
Jeanette Marais.

One may think the role of a financial advisor is to 
choose the best performing investments and to max-
imise the value of our portfolio, but as the regulatory 
environment increasingly moves in the direction of a 
principles-based advice model and away from a sales 
environment, there is an increasing amount of pres-
sure on advisors to demonstrate the value they are 
adding.

In a sense, a financial advisor is becoming a type of 
financial life coach.

“Focusing on a real-life goal acknowledges that 
people invest to meet day-to-day and long-term 
needs and aspirations – not to simply outperform an 
arbitrary market benchmark,” says Marais. “This 
makes a financial advisor’s proposition that much 
stronger.”
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