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Now that we are well into the 2020 calendar year and 
fast approaching the end of the financial year, our 
attention now turns to the end of the financial year 
on the 29th February 2020.

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 opportunities 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, Provident Fund, 
and/or Retirement Annuity collectively of 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 an estimated tax deduction of 
R45,430 for the year, based on the 2019/2020 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 an R6,875 per month, the annual tax 
deduction will be an estimated R22,715. Therefore, 
the higher the contribution, the greater the tax bene-
fit is for the tax year.

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

Please don’t forget that as from the start of the new 
financial year, 1st March 2020, you will also be able to 
contribute the annual maximum of R33,000 for the 
2020/2021 tax year, and benefit from the growth 
over the next 12 months.

It is not necessary to make these contributions on a 
monthly basis, but as long as the contribution is 
made before the end of the financial year, the 29th 
February 2020, 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 RWM Private 
Wealth Manager, and they will be more than happy 
to assist with any additional information or assis-
tance you may need.

Gareth van der Merwe, CFP ®
Director, Private Wealth Manager & Fiduciary Specialist
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The Instant Gratification generation; that’s what 
Millennials could be called. And it’s not necessarily a 
bad thing. Millennials have led the charge for social 
media, revolutionizing the way in which people con-
nect and communicate. Why send a message 
through courier, fax, or even email when you could 
send it through instant message? Why tune into your 
favourite show at 7pm on a Thursday night when you 
could watch it anywhere, at any time, on any device, 
through your preferred streaming channel? Why 
search for something in an encyclopaedia, when you 
could Google the answer instantly?

It’s no wonder these Millennials apply this same 
mind-set to investing.  And this is where it gets dan-
gerous.  Some of the fundamental principles of 
investing, namely investing for the long-term, 
patience and having the discipline to stay the course 
(and not react to short term market noise), go 
against the natural grain of Millennials.  It’s not inher-
ent in them to follow the rational, boring approach.  
In a world where instant gratification increasingly 
dominates, delaying such gratification is a weapon 
worthy of praise, allowing one to live more freely 
when one has the time.   

Below is an article written by Nic Andrew, Managing 
Director of Nedgroup Investments:

There is overwhelming and well-publicised evidence 
that to maximise the chance of achieving your invest-
ment goals, you should: 
1. Invest a reasonable portion (+-15%) of your 
income in growth assets;
2. Focus on the long-term; and
3. Avoid the temptation to disinvest when the market 
experiences one of its inevitable, gut-wrenching 
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declines.

So why do so few follow this rational approach?

The main reason is that it requires delayed gratifica-
tion …  You are required to give up a “definite some-
thing” now for the promise of a “potential some-
thing” in the distant future. And the world we live in 
today simply doesn’t subscribe to that thinking.

It is so much more appealing to buy a R35 skinny 
latte with almond milk each morning or upgrade to 
the latest and greatest iPhone or plan that overseas 
ski trip to Kitzbuhel than it is to increase your unit 
trust debit order or allocation to your retirement 
fund.

Coffees, phones and holidays are fun, social, exciting, 
immediate and provide a short-term (Instagramma-
ble) high … in fact, even just thinking about them is 
fun. In contrast, debit orders and retirement savings 
seem boring, cold, and rational.

The eaters and the waiters
In 1972 psychologist Walter Mischel, a professor at 
Stanford University, put a group of 3 to 5-year olds in 
a room with a delicious looking marshmallow on the 
table. The researchers left the room for 15 minutes 
and told the children they had two choices. They 
could either eat the marshmallow or wait until the 
researchers returned. If they managed to resist 
temptation, they would receive a reward of a second 
marshmallow. The findings were fascinating with 
some eating the marshmallow immediately while 
others were able to hold out. The researchers then 
tracked the two groups, the “eaters” and the “wait-
ers”, and found those who had exhibited delayed 
gratification enjoyed much greater success in educa-
tional attainment, body mass index and other life 
measures.

But waiting 15 minutes for an extra marshmallow is 
one thing. Waiting years - and sometimes many 
years, as in the case of investment goals - can be an 
entirely different thing.  So, assuming you are one of 
the children who ate the marshmallow or the majori-
ty of adults who enjoys your daily coffee routine, 
what can you do to avoid retiring without enough?

Use the power of habit
One of the solutions is to try to develop healthy 
habits. Habits are routines regularly repeated that 
over time tend to occur subconsciously. James Clear 
in his book Atomic Habits examines the science and 
practice of creating good habits and avoiding 
destructive ones.
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He highlights four components to successful habit 
forming whether it be a regular exercise regime, 
eating healthily or investing consistently.
1. Create a cue that gets your attention. Make it obvi-
ous.
2. Make it attractive so that you can visualise what is 
in it for you.
3. Make it easy by removing friction and starting 
small.
4. Make it satisfying by rewarding your good behav-
iour. This will encourage you to do it again when you 
next see the cue.

The more an act is repeated, the easier it gets until it 
requires little effort and become almost automatic, 
sub-conscious habit.
Here are a couple of practical examples that might 
bring the concept to life in the world of investing. I 
urge you to try one (or both!) of these for some real 
financial change in the long-term.

When you get your next salary (cue), invest a portion 
for a clear, visual goal (attractive), automatically via a 
debit order (easy), and reward yourself with a 
monthly treat (satisfying).  Before you know it, you 
would have started to build your nest-egg and devel-
oped a healthy habit.

 Before you go on your summer holiday in December 
(cue), set up an appointment with your financial advi-
sor to discuss progress towards achieving your goals 
(attractive), for the New Year (easy as diaries free and 
in the future) and reward yourself with a relaxing 
holiday and peace of mind that you have a plan 
(satisfying).

Saving and investing are not easy because they 
require us to practice delayed gratification. For most 
of us this is not easy, but it is achievable if you start 
small and focus on nurturing good habits. This is 
without doubt one of the most effective ways to help 
you achieve your investment goals so that one day – 
you really can have your marshmallow and eat it!

 

Brand SA has lost some credibility

In the past 2 weeks South Africa sent a delegation to 
Davos to the World Economic Forum. Tito Mboweni 
described having "many fruitful conversations" in 
Switzerland last week. During the week CNN busi-
ness editor Richard Quest had harsh words for Team 
SA at the international gathering.

Richard made a few points that he felt needed to be 
addressed to raise the credibility of the South African 
team drumming up investment support at Davos. 

"Brand SA have tried to put scarves around my neck 
on numerous occasions, they've tried to interest me 
in discussing things, but it has just not got the same 
profile as in previous years," A lack of fanfare might 
be due to economic reasons, he added, "but at the 
end of the day there's no point in coming here to say, 
'Invest, invest, invest in me if you haven't got the poli-
cies worthy of it'

Bruce Whitfield asked about a sense of Ramaphoria 
at Davos two years ago – whether it was "a little bit 
like having Nelson Mandela back again" – Quest cut 
him short. 

The economy was hijacked

"That was two years ago," he said. "Since then we've 
discovered just how awful the state-owned capture 
of enterprises was. 

“Now this is one of those few subjects where [Public 
Enterprises Minister] Pravin Gordhan says, 'If you 
think it was bad, I'm telling you it was worse'.
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Now you tell me anybody who, for the last five years, 
ten years, has come here and said 'South Africa's 
good, doing really well, we've got everything under 
control,' suddenly turns around and says, 'Well actu-
ally, our economy was hijacked by the way, and we're 
terribly sorry to tell you the losses are in the billions 
– well actually we really don't know, possibly it's 
trillions, oh and by the way, even if it was bad, it was 
worse, and we're not even sure we've dealt with it”.

Quest also opined that there had been a failure to 
hold the culprits to account. "How many people have 
gone to prison so far?" he asked.

Closing thoughts

I have written a few articles over the last year that in 
which I end with saying that Ramaphosa’s govern-
ment needed to act decisively. There was always a 
thought regarding how long it would take for the 
world leaders to call out South Africa on its issues. 
Perhaps this will be the catalyst that brings accounta-
bility at a global level to create lasting changes that 
we need. We will keep you posted.

When asked who wants to be a millionaire, anyone 
would undoubtedly answer yes! However, the
belief is often that this is impossible - unless through 
some stroke of luck or good fortune you get a
windfall of money. We would like to disprove this 
theory and show you that it is indeed possible to

become a millionaire through diligent saving.

What it requires are a few simple, but not easy, 
habits.
1) Start and stick to the habit of saving
2) Be patient

At Morningstar, we did some work to look at the 
amount of time it would take for your investment to 
grow
to R1 million based on two factors -

Factor 1: The amount of money saved each 
month.
We looked at realistic contributions starting at R200 
per month. R200 per month is equal to sacrificing
roughly two coffees per week. A small sacrifice in the 
quest to become a millionaire. The monthly
contributions used in our analysis ranged from R200 
per month to R10,000 per month.

Factor 2: The return generated from your portfo-
lio.
As investors, we naturally want the best performing 
portfolio and believe this is what will make the differ-
ence in our journey to wealth creation. (Park this 
thought for a moment as we are going to show you 
something very interesting in our analysis and return 
to the focus on performance.) The analysis used a 
range of return outcomes varying from the current 
return investors can achieve by putting their money 
in a bank account up to a maximum of 17% per 
annum. Realistically, many investments can deliver 
higher returns in short periods of time, but 17% per 
annum was considered a large annual return and a 
prudent maximum, as delivering such a strong 
outcome would require some meaningful risk-taking.

The table below shows the number of years it takes 
for your investment to reach R1 million based on the
two variables above – your monthly contribution and 
the annual return thereof. Please note, it is a broad
simplification and does not account for inflation and 
assumes a constant return and a constant contribu-
tion.

MESSAGE FROM OUR PARTNER 
MORNINGSTAR

Victoria Reuvers 
Senior Portfolio Manager 
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There are two interesting observations from this 
exercise. The first is that even with a mere R200 
monthly saving into a savings account at the bank 
and generating a return of 6% per annum, if you start 
early enough, you can build your wealth up to R1 
million. It may take you 55 years, but it proves that 
starting the habit of saving and being patient works.

The second observation is that if you look at the far 
right-hand column, you can see that by saving 
R10,000 a month, you reach that R1 million goal 
quickly and the return from your portfolio (on the 
left-hand axis) did not materially affect the time 
taken to become a millionaire. The power of com-
pounding and the large contributions made all the 
difference. 

This brings us back to the point raised earlier about 
focusing purely on performance. Yes, performance is
important, particularly when monthly contributions 
are small, but what this exercise shows is that, more
important than performance, is a consistent contri-
bution and the size of the monthly contribution. I will
agree with those who say R10,000 per month is a lot 
to invest, but even if you scale down to R1,000 per 
month, the goal of becoming a millionaire ranges 
from 17 to 33 years. 

It is, of course, also important to remain mindful of 
the risk associated with investments. The above anal-
ysis assumes that your returns are achieved in a 
straight line, which is seldom the case. To achieve 
more than cash, it is likely you’ll have to absorb at 
least one setback in your wealth journey, which can
distort the outcome. With that said, remember to 
focus on the long-term goal and not to be deterred 
by short-term market movements. 

In the words of Elizabeth Gilbert - “There's a wonder-
ful old Italian joke about a poor man who goes to
church every day and prays before the statue of a 
great saint, begging, "Dear saint-please, please,
please...give me the grace to win the lottery." This 
lament goes on for months. Finally, the exasperated
statue comes to life, looks down at the begging man 
and says in weary disgust, "My son-please, please,
please...buy a ticket." The same goes for saving! 

Bottom line, it is both possible and plausible to gen-
erate R1 million in savings by changing our behav-
iour. It starts with the decision to save on a monthly 
basis with no immediate gain in sight. The second 
behavioural change is practising the discipline of 
delayed gratification. Waiting. Patiently. And letting 
the eighth wonder of the world, compound interest, 
work its magic.
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