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Following the recent announcement of the suspen-
sion of trading in the shares of Tongaat Hulett Limit-
ed (‘Tongaat’) on the Johannesburg Stock Exchange, 
we have found that investors have raised concerns 
about their exposure to Tongaat. For this reason, we 
would like to reassure you that we do have a very 
stringent investment process when deciding which 
funds we do invest into, which includes making use 
of Morningstar to guide us and provide the neces-
sary due diligence on the respective funds, fund 
managers, and asset managers as a whole. Due to 
this process, our exposure to Tongaat has largely 
been muted within our portfolios and individual 
holdings, with the current exposure per portfolio 
being as follows:

RWM Income Portfolio  - NIL
RWM Conservative Portfolio  - NIL
RWM Balanced Portfolio  - NIL
RWM Growth Portfolio  - 0.073%
RWM Flexible Portfolio  - 0.065%
RWM Equity Portfolio  - 0.14%
RWM Tax-Free Portfolio  - 0.32%
RWM Global Cautious Portfolio - NIL
RWM Global Balanced Portfolio - NIL
RWM Global Equity Portfolio - NIL

With our very low exposure to Tongaat, it again just 
highlights the importance of investing in good quality 
funds and fund managers, which do have a proven 
track record, and a process which has stood the test 
of time, and are not looking for the next big thing. As 
they say, “if it sounds too good to be true, it probably 
is!” it has to be noted that Anthony Geard, an analyst 
from Investec, rang the alarm bells just over a year 
ago calling for the then Tongaat CEO, Peter Staude’s 
resignation, following a decade of terrible returns 
reported by Tongaat under his watch. Unfortunately 
this seemed to have fallen on deaf ears and needless 
to say Tongaat’s share price has plummeted by over 
83% over the past year from R80 per share, to just 
R13.21 per share when trading was suspended. 
Needless to say, the Investec funds we invest in had 
no exposure to Tongaat at all.

So, what actually has gone wrong with Tongaat 
Hulett, besides their production and sales being hurt 
by drought, sugar taxes, cheap imports, and very 
difficult property markets? Well it seems that as the 
new CEO, Gavin Hudson, undertook a review of oper-
ations in February this year, some accounting irregu-
larities were identified and the company has come 
out to say that their 2018 financial results cannot be 
trusted, which immediately brought back memories 
of Steinhoff. This was compounded with them delay-
ing the release of their 2019 results. With Deloitte 
having signed off on the Tongaat audited results for 
2018, and with them having been the auditing firm 
for Steinhoff before their meltdown, there is a defi-
nite need for them to be investigated in this regard, 
but this will be included in the PwC forensic report.

Gavin Hudson said the suspension does not have an 
impact on day to day operations and Tongaat contin-
ues as a going concern. Tongaat has a significant 
asset base and is in the process of finalising the valu-
ation of its underlying businesses and land portfolio. 
“It is important to note, that from an operational 
point of view, it is business as usual, and we will con-
tinue to deal responsibly with our customers, suppli-
ers, growers and all other stakeholders,” he said.

Gareth van der Merwe, CFP ®
DIRECTOR & FIDUCIARY SPECIALIST
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He continued to say that the suspension would also 
allow the management of Tongaat to focus on the 
company’s comprehensive turnaround strategy, 
including finalising the statutory accounts for the 
current year and producing restated accounts for the 
prior year. The Board and management have taken 
several immediate and remedial decisions to 
improve cash generation by significantly reducing 
costs, right-sizing operations and improving operat-
ing performance. Significant changes to manage-
ment and reporting structures are being implement-
ed, and these changes are already showing benefits. 
The company continues to engage positively in a 
collaborative process with its lenders to ensure Ton-
gaat’s long-term sustainability by reducing the busi-
ness’s debt to an appropriate level.

Congratulations to Gareth van der Merwe on his 
recent promotion to Director of Resolute Wealth 
Management. Gareth has been with the company for 
over 5 years now and through these 5 years he has 
continued to show excellence and strives to improve 
himself and uphold Resolute Wealth’s values at every 
opportunity. He has brought a wealth of knowledge 
and expertise to the business, allowing it to grow 
more in the time he has been with us, and now as a 
director we believe he will help take the company to 
even greater heights.

Gareth began his journey after completing his regis-
tered persons examinations, then obtaining his 
post-grad in financial planning and thereafter achiev-
ing his CFP designation. He has become Resolute 
Wealth’s fiduciary specialist, achieving an advanced 
diploma in fiduciary services and will continue to 
help the company grow.

The last few years have been a roller coaster ride for 
many investors both locally and offshore, where the 
last 36 months has given us the best and worst 
returns all in one go. Eg. December being the worst 
month in almost a decade for all global markets, 
these very markets rallying to their best returns in 
the following 3-5 months, and then simply losing all 
its value over the May and June months once again. 

These returns have come in very short bursts and 
has led many investors to question the market and 
its ability to really provide enough protection against 
inflation in the long run. 

Over the next few articles I write I will be covering a 
few short pieces on the different fund returns in the 
local and offshore market where I compare house-
hold funds used in many portfolios across the 
market in South Africa over a 3 year and multi-dec-
ade period. In this article I showcase the returns and 
rand values investors would have enjoyed over the 
relative periods and give some thoughts on how 
investors can compare short term volatility with their 
long-term strategies. 

Without being to unrealistic I have gone back almost 
two decades to the year mid-2000. Many investors 
have had the chance to invest over this period, and if 
not themselves, their parents would have then at 
least also had the opportunity to invest for their 
children’s futures. There are no excuses here. 

I have been a visual learner all my life and I find most 
people relate better with visual presentations - A 
picture tells a thousand words. Here is a look at what 
investors have achieved over a 3-year period. 

A majority of life’s errors are 
caused by forgetting what
one is really trying to do
                   - Charlie Munger

Costa Drepaniotis, CFP ®
MANAGING DIRECTOR

ITS ALL ABOUT PERSPECTIVE  
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With the highest return sitting at 7.60%, it can be very 
difficult to argue which choice would have been 
better. The returns for the last 3 years above show a 
very dramatic story of how local investors have not 
been paid for taking any risk in the market (Investing 
in the JSE directly vs Cash). This clearly shows that 
many investors would have been just as “well off” in 
money market funds as compared to the JSE itself or 
equity type funds. Although still better in the equity 
market (JSE and Equity Funds), the CPI rates come 
very close.

But there is always a bigger picture - Investors always 
seem to compare money market returns vs the 
market (JSE) when it suits them, they never really 
seem to understand how this fits in when comparing 
the returns over comparable periods, so these 
articles are here to give you some perspective. It’s all 
in the numbers!
With all this volatility, is it really worth it when trying 
to invest for the “long term”?
Have a look at the returns below over the last 19 odd 
years in the very same funds used in the 3-year 
picture above.

The pay off in equity funds or the JSE itself show a 
very different story. With the highest return sitting at 
17.21% (Allan Gray Equity) vs the lowest of CPI and 
CPI +2% sitting at 5.58% and 7.59% respectively.
Although the Prudential & Investec balanced funds 
sit below the JSE, they still provide a smoother ride 
when returns get a bit more rocky and also provide a 
much better return profile than the money market 
and Income funds (which are commonly used for 
investors when things get too uncomfortable in the 
equity market).

Here is the Rand pay off over the same period when 
starting with a theoretical R100,000:

For comparison purposes I have used the JSE, 
CPI, CPI+2% (a good comparison for Money 
Market & Income fund returns), Allan Gray 
Equity & Balanced, Investec Equity & Managed, 
Prudential Equity & Balanced. I have excluded 
any boutique managers and passive fund man-
agers that have sprung up more recently simply 
because their returns do not go back as far as 
the longer standing funds used in this graph. We 
can tackle this in other articles.
It’s all about perspective, so take a short- & 
long-term view.
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This last month has brought home to us how impor-
tant it is to understand what benefits your company 
offers, and where there are shortfalls.  To determine 
how much you will need to supplement your income 
with your own policies/investments for the different 
life events.

Disability
A client of ours suffered a disability and was 
informed by the Human Resources Department, that 
he would receive 100% of his current salary up to age 
70.
After reading the rules carefully, we obtained the 
correct facts.  

The disability cover was on a sliding scale and, in this 
particular case, the client landed up with 56% of his 
salary up to age 65.  Out of this 56% he has to contin-
ue to pay for his own Group Life cover and also con-
tribute to his retirement when the disability cover 
ends at 65. 

Unfortunately, the company, due to economic condi-
tions, had to cut back on the cost of some of the risk 
benefits and changes were made only 7 months 
prior to the client becoming disabled.  He would have 
been better off financially, if the life event had hap-
pened prior to the changes. 

Were the employees informed of these changes?  
Yes, in a letter explaining what the benefits were 
reducing to. 

 How many of the employees understood the full 
impact of the changes?  It took us, who understand 
the ins and outs of employee benefits a while to 
determine the true impact of the benefits, and it was 
evident that the company had taken a cost cutting 
measure and reduced the benefits.  

Nancy Bowring
PRIVATE WEALTH MANAGER

COMPANY BENEFITS FOR EMPLOYEES  

Is this legal?  Yes, as long as the employees were noti-
fied in writing.  

How many of us take the trouble to study the compa-
ny benefits when we feel there is nothing we can do 
about it?  This is where the Trustees of the Group 
Schemes come into play.  Of the elected Trustees 
some represent the employer, and some represent 
the employees.  

Do you know who your Trustees are?  Do you know 
whether they are qualified to be Trustees? Did you 
know that you can hold them personally liable if you 
are put in a position where you lose out, due to them 
not giving you the correct advice, or making incorrect 
decisions on changes?

This also comes with a warning, do not volunteer to 
be a trustee of a group scheme, unless you know all 
you need to about the funds.  You should receive 
training and be consulted when changes are being 
brought about.

A final note on disability.  You cannot be insured for 
more than you currently earn.  This includes lump 
sums and income.  You could be paying for cover 
that will not pay out.  Get your advisor to check 
whether your group scheme is sufficient and wheth-
er the extra cover you have in your personal capacity 
is a waste of your money or not.

Dread Disease
Today our chances of surviving a dread disease are 
much higher than years ago, thanks to medical 
advancement.  Not many companies have dread 
disease cover in their group schemes.
Taking out cover when you are younger is advanta-
geous as the costs increase steeply with age.

Group Life Assurance (GLA)
Another benefit that is not always made known to 
employees who leave the company is a conversion or 
continuation option on life cover.
This option allows you, as the employee, to take out 
life cover equal to the cover you enjoyed on the com-
pany Group Life Scheme (normally excludes disabili-
ty and dread disease) without any medical evidence.

A client of ours left his company to start his own busi-
ness and a month later discovered he had cancer.  
He was able to take out a life policy without medical 
evidence, no exclusions, no extra cost (loadings) at 
all, even though he would be considered uninsura-
ble.  This is a huge benefit to employees, but not 
many people know this.
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In summary – Group Risk Benefits
1. Know your cover
2. Know the shortfalls
3. Consult with your personal advisor.
4. Your financial advisor should know the different                                    
insurers’ niche areas. They should obtain quotations 
from at least three companies to determine, not just 
who is cost effective, but who offers the best benefit 
for the cost thereof.  
5. Cheapest is not always the best.  
6. Your advisor must also take your budget into 
account.  Affordability is important too, because you 
have to live now, as well as if you have a life-changing 
event.
7.  You must revise annually to see if you are keeping 
up with inflation and preferably allocate some of the 
increases and bonuses to cover and investments 
needed.

Pension & Provident Funds
In addition to this, we were shocked to learn that the 
client did not belong to the company pension fund!

The reason for this, was that the client joined the 
company when they were a small start-up in some-
one’s home garage.  When the company established 
the pension fund, the client was influenced by a 
colleague to rather cater for his own retirement.  It is 
normal when a company introduces a pension fund 
for the present employees to have the option of join-
ing or not.  After that, any new employees are com-
pelled to join.

The client has invested for him and his family, but not 
sufficiently.  Luckily, he has time to catch up. 
It is all very well to cater for yourself, but it is impor-
tant to receive the guidance and recommendation of 
a qualified independent financial advisor to deter-
mine the areas of shortfall and advise you which 
investment would be the most effective to provide 
for any shortfall.  

Retirement Funding
Today employees are remunerated on a cost to com-
pany or CTC basis.  
The cost to company, is not always the pensionable 
salary.  Often the pensionable salary excludes allow-
ances that are perks.  These can include cell, travel, 
petrol, canteen etc.
You could be costing the company R50,000 per 
month, but  if of this R20,000 is in the form of taxable 
perks, your pensionable salary could only be 
R30,000. 

An example therefore of what your retirement bene-
fits will be if you start at age 30.

Example 1 – Contributions on full cost to company
15% contribution (escalating by 5% each year) on 
R50,000 per month invested for 30 years at a real 
return of 4%  (real return is a nominal return of 9% 
less cpi (inflation of 5%)
= ( 15% x 50,000) = R7,500 per month contribution
=  R9,900,000 maturity at age 60  to be invested for 
an income
= R 41,250 per month income  (or 82.5% of R50,000 
pm)

Example 2 – Contributions on defined pensionable 
salary – excluding perks
15% contribution (escalating by 5% each year) on 
R30,000 per month invested for 30 years at a real 
return of 4% (real return is a nominal return of 9% 
less cpi (inflation of 5%)
= (15% x R30,000) – R4,500 per month contribution
=  R5,900,000 maturity at age 60 to be invested for an 
income
=  R24,580 per month income (or 49% of R50,000 pm)

Most importantly, do not spend your withdrawal 
benefits when you leave a company – continue to 
invest for your eventual retirement. 

In summary, no matter how good you think your 
company benefits are, and that you think you will be 
well catered for in the event of a life changing event, 
get your personal independent financial advisor to 
look through all your company benefits and policies 
to ensure you have the right cover in place for the 
right event.

Remember, the company financial advisor is there 
for the company, not for you the employee.
Please feel free to call us and see how we can help 
you. 
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Want to know how to knock a whole year off your 
bond? For an R800 000 home loan, save an extra 
R150 per month for five years beforehand and pay in 
the proceeds with your first instalment. Et voilá!

This means you buy yourself an extra year of 
loan-free financial freedom. While this sounds like a 
no-brainer, the question is, can converting money to 
units of time influence our savings habits?

The Financial Independence, Retire Early (FIRE) 
movement embodies the relationship between time 
and money. The movement isn’t without criticism, 
but it’s a fascinating example of how aggressive 
saving can seriously pay off. The idea was made pop-
ular by the Mr Money Mustache blog, and revolves 
around the concept that the higher the percentage of 
your salary you save, the sooner you can retire. The 
proviso is, obviously, more frugal living.

Wikipedia explains that the aim of FIRE is to “accumu-
late assets until the resulting passive income 
provides enough money for living expenses in perpe-
tuity”. The goal is to have a minimum of 25 times 
your estimated annual living expenses. You achieve 
this by aggressively saving much more than the typi-
cal 10-15%. The movement may be inaccessible to 
some people, but the savings principles it extolls can 
apply to all of us. 

The example cited in Wikipedia is that, at a savings 
rate of 10%, it takes nine years of work to save for 
one year of retirement – assuming constant income 
and expenses and ignoring investment returns: “At a 
25% savings rate, you will be able to save for one 
retirement year in three years of work, at 50% it will 
take one year, and at 75% it will take you four months 
to save for one year of retirement.”

                    
 

People’s circumstances are unique so it is difficult to 
apply a set formula to everyone, but the idea of 
equating money with time is a useful one for most. 
It’s part of a goal-based savings mindset, where the 
goal is to ‘buy time’ in our time-starved society.

It’s a smart way to visualise a trade-off. Start thinking 
about how you can save money and buy yourself 
time to be present in your life. For example, you can 
put money away to buy yourself an earlier retire-
ment or extra unpaid leave to spend quality time 
with loved ones. It’s also about the quality of the time 
you have. Saving now can reduce future financial 
stress, allowing for more meaningful moments.

Here are practical examples of how saving effectively 
can literally buy you time.

Buy a year off your bond by saving an extra R150 
per month 
On an R800 000 loan at prime +1%, instalments are 
just over R8 000 per month (R8 028 for 20 years). 
Paying in an extra R150 per month knocks a year off 
the loan.

You can accomplish the same thing if you save R150 
per month for five years before you get the bond and 
pay these proceeds in with your first instalment.
If you save R300 per month for 10 years before you 
get the bond and pay the proceeds in with the first 
instalment, you can knock five years off the bond. 
You buy yourself five bond-free years. 

Buy yourself an early retirement
This depends on your age and individual circum-
stances, but a rough rule of thumb assuming you are 
already on track to retire at 65 is:
At age 30, save 1.2% more of your income per annum 
to retire one year earlier. Save 6% more of your 
income to retire five years earlier.
At age 35, these become 1.5% and 8%.
At age 40, these become 2% and 10%.
At age 50, these become 3% and 15%.

Buy yourself a holiday every two years instead of 
every three 
Paying off a debt of R30 000 over three years, at an 
interest rate of 18%, would require R1 050 per 
month. If you saved this amount for two years before 
the big spending event and opted for an investment 
that earned 8%, it would take just over two years to 
accumulate the R30 000. That means enjoying a trip 
every two years instead of every three years.

André Wentzel 
Sanlam Personal Finance

TIME REALLY IS MONEY
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