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GREETINGS FROM 
THE FINANCIAL 
ADVICE TEAM

At the time of writing, South Africa has 
just been downgraded to junk status 
by Standard and Poor’s, and Fitch, 
resulting in further losses to the Rand. 
It is uncertain what Moody’s will do at 
this stage.

It is important to remember that 
in times of extreme volatility and 
uncertainty, there are always 
opportunities for investors.

The investment theme that continues 
to remain the cornerstone of your 
financial plan is diversification across 
asset classes, geographies and asset 
managers. Knowing that all things in 
investment markets move in cycles, 
it is crucial to remove emotion from 
decision making.

As always, we urge that you trust in the 
asset  managers we have independently 
researched and selected, to remain 
focused on your long-term objectives, 
and be committed to your personal 
financial plan.

We trust you find the content that 
follows both interesting and informative, 
but please bear in mind that these 
articles were published before recent 
major events.

It is well known that the world 
economy is led by US indicators, 
so positive signs from the US is 
promising. Market commentators’ 
opinions are still mixed about 
President Trump, yet many do agree 
that he is not positive for the US 
economy. Only time will tell.

With the US economy steaming 
ahead, it is expected that the Federal 
Reserve Chair, Janet Yellen, will 
announce two to three rate hikes 
in 2017; the first of which we have 
already seen with a 0.25% increase 
to their benchmark rate. 

Globally, data is being released that 
points to a synchronized recovery 
across major economies including 
Japan, the EU and China, this is 
good news for emerging market 
countries as it will drive commodity 
demand – a key growth driver for 
emerging markets.

With this in mind, it is still vitally 
important to understand that the 
biggest risks facing markets globally 
in 2017 is political instability and 
unpredictability.

We have several key elections in 
Europe still to come, article 50 and 
the Brexit negotiations needing to be 

processed over 2017 and 2018, as 
well as key policy decisions needing 
to be made by the US over the 
course of the year. Political risk is still 
very high.

Back home, the strength of the rand 
has been a key talking point and 
detracted from the rand returns of local 
balanced funds with 25% offshore 
investment allocations. 

In the debate between wanting a 
strong or weak rand, we think all 
can agree that a stable rand is most 
desirable for investment markets, 
however this is unlikely to materialize in 
the near future.

As with last year, political 
interference remains one 
of our biggest challenges  
in 2017.

In the wake of Jacob Zuma’s cabinet 
reshuffle and most notably the removal 
of the finance minister and deputy 
minister, political risk has never been 
more apparent and concerning.

This move saw the rand losing 9% 
against major currencies in the last 
week of March alone, reversing much 
of the currency’s recent gains. 
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R0 – R189 880 18% of taxable income
R189 881 – R296 540 R34 178 + 26% of taxable income above R189 880
R296 541 – R410 460 R61 910 + 31% of taxable income above R296 540 
R410 461 – R555 600 R97 225 + 36% of taxable income above R410 460
R555 601 – R708 310 R149 475 + 39% of taxable income above R555 600
R708 311 – R1 500 000 R209 032 + 41% of taxable income above R708 310
R1 500 000 and above R533 625 + 45% of taxable income above R1 500 000

Income Tax

Individuals and special trusts
A new top bracket has been introduced for personal income 
tax - individuals’ taxable income above R1.5 million per year 
will be taxed at 45%. Previously, the top bracket of 41% was 
set at R701 301. The new top marginal income tax bracket is 
accompanied by partial relief for bracket creep. The personal 
income tax rates for the 2017/2018 tax year are listed below.

BUDGET 
SPEECH 
UPDATE

2017 The Minister of Finance announced 
amendments to tax and other 
legislation that may affect investors. 
These changes are discussed in detail 
below and, unless otherwise indicated, 
will come into effect on 1 March 2017.

TAXABLE INCOME         TAX RATE

COMMENTARY BY CARLA ROSSOUW, 
ALLAN GRAY ISSUE NO. FEBRUARY 2017.

Table 1 – Personal income tax rates for the 2017/2018 tax year
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Table 2 – Personal income tax rates for lump sums at retirement

R0 – R500 000 0% of taxable income

R500 001 – R700 000 18% of taxable income above R500 000

R700 001 – R1 050 000 R36 000 + 27% of taxable income above R700 000

R1 050 001 & above R130 500 + 36% of taxable income above R1 050 000

• R23 800 per annum for individuals 
younger than 65 years

• R34 500 per annum for individuals 65 
years and older

Medical tax credits

Monthly tax credits for medical scheme 
contributions will increase from:
• R286 to R303 per month for the 

person who pays the contributions 
and the first dependant on the medical 
scheme

• R192 to R204 per month for each 
additional dependant

Interest withholding tax and 
dividend withholding tax

Interest Withholding Tax (IWT) on interest 
from a South African source payable to 
non-residents has remained unchanged at 
15%. Interest is exempt if payable by any 
sphere of the South African government, a 
bank or if the debt is listed on a recognised 
exchange.

Dividend Withholding Tax (DWT) on 

Companies and trusts
The income tax rate for companies has 
remained unchanged at 28%, while the 
income tax rate for trusts (other than 
special trusts) has increased to 45%.

Tax thresholds

Tax thresholds have increased to:
• R75 750 for taxpayers younger than 65
• R117 300 for taxpayers aged 65 to 

below 75
• R131 150 for taxpayers aged 75 and 

older

Rebates

The primary rebate (deductible from tax 
payable) has increased to R13 635 per 
year for all individuals.
The secondary and tertiary rebates have 
increased to:
• R7 479 for taxpayers aged 65 and older
• R2 493 for taxpayers aged 75 and older

Interest exemptions

Interest exemptions have remained 
unchanged at:

TAXABLE LUMP SUM     TAX RATE

R0 – R25 000 0% of taxable income

R25 001 – R660 000 18% of taxable income above R25 000

R660 001 – R990 000 R114 300 + 27% of taxable income above R660 000

R990 001 & above R203 400 + 36% of taxable income above R990 000

TAXABLE LUMP SUM     TAX RATE

Individual & special trusts 0% – 18%

Companies 22.4%

Other trusts 36%

INVESTOR              EFFECTIVE TAX RATE

Table 3 – Personal income tax rates for lump sums pre-retirement

dividends paid by resident companies 
and by non-resident companies for 
shares listed on the JSE has increased 
from 15% to 20%, effective 22 February 
2017. The exemption and rates for 
inbound foreign dividends have also 
been adjusted in line with the new local 
DWT rate, resulting in a maximum 
effective rate of 20%.

Tax-free savings accounts

The annual limit on contributions to tax-
free savings accounts has increased 
from R30 000 to R33 000.

Retirement lump sum taxation

At retirement
The retirement lump sum tax table 
is unchanged. The table (2) below 
illustrates how retirement lump sums 
will be taxed.

Pre-retirement
The pre-retirement lump sum 
withdrawal tax table is unchanged. The 
table (3) below illustrates how lump 
sum withdrawals will be taxed.

Capital gains tax

The capital gains tax inclusion rate 
for individuals and special trusts is 
unchanged at 40%, and for other 
taxpayers at 80%. The table to the left 
(4) illustrates the effective tax rates for 
individuals, companies and trusts.

The annual exclusion for a capital gain or 
loss granted to individuals and special 
trusts is unchanged at R40 000.

Value-added tax (vat)

VAT is unchanged at 14% on the 
supply of goods and services 
provided by registered vendors. 
Government will look to expand the  
VAT base in 2018/2019. This will be 
subject to consultation leading up to the 
2018 Budget.

Table 4 – Effective Capital Gains Tax tax rates for individuals, companies and trusts
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THE COST OF

negative returns relative to inflation 
for the year.

A common reaction we see from 
investors is to question the investment 
strategy in place with their financial 
planner, and to naturally seek corrective 
action. This approach and reaction is the 
single largest way in which to erode long 

Investors were mostly disappointed 
with returns in 2016 as a combination 
of weak local equity markets and a 
recovery in the rand led to low single 
digit returns across a wide range of 
funds. By way of comparison, the 
main industry sectors are shown 
below, highlighting the fact that all of 
the main fund categories delivered 

Conservative Balanced Funds 3.7%
Moderate risk Balanced Funds 1.2%
Local Equity Funds 3.2%
Offshore Balanced Funds -8.4%
Offshore Equity Funds -7.8%
SA Inflation 7.0%

SECTOR               RETURN FOR 2016 (ZAR)

Main industry sectors

FULLY  
INVESTED
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CHART 1   CONSEQUENCES OF MISSING THE BEST DAYS ON THE JSE 1996 – 2016

term investment returns. Let us explain 
by means of three illustrations.

Chart 1 below highlights the consequences 
of reacting to weak markets by withdrawing 
from long term savings portfolios and 
investing in safer alternatives such as cash 
or bank deposits. Investment returns are 
unfortunately not earned in a straight line, 
they are lumpy and as such investors need 
to be present in the market to experience 
these lumpy returns.

This chart illustrates the difference in 
absolute returns (excluding dividends) of being 
fully invested in the JSE All Share index from 
1996 through 2016, versus the absolute returns 
of having missed the best 10, 20, 30, 40, 50 and 
60 days recorded over the period.
Source: FE Analytics, Inet. Prepared by 
Fundhouse

MISSED 10
BEST DAYS

MISSED 20
BEST DAYS

MISSED 30
BEST DAYS

MISSED 40
BEST DAYS

MISSED 50
BEST DAYS

MISSED 60
BEST DAYS

714%

348%

175%

81%
26%

-10%
-34%

TO WEAK 
MARKETSREACTING
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may expect as an investor over any 
given year, relative to the longer term 
savings objective of your portfolio. 
In Chart 2 below we show that over 
the past 25 years, an investor could 
have experienced a return net of 
inflation of between plus 44% and 
minus 30% over a 12 month horizon 
for a balanced retirement fund. This 
compares with the minus 5.8% real 
return similar investors experienced 
in 2016 – clearly things can get a 
lot worse! Also to note that if you roll 
the poor experience of 2016 just one 

If you had missed (eg. not been 
invested in shares because you moved 
your investments to cash) just the 10 
best days in the local share market 
over the past 20 years, you would have 
halved your total investment return! 
This escalates to total return losses 
(ie your ending capital would have 
been less than your starting capital) 
if you missed the 50 best days on the 
market.

The second example is to 
demonstrate the range of returns you 

month forward, investors received 
inflation-matching and in some 
cases, inflation-beating returns over 
12 months.

However, by remaining 
invested, this range of 
returns narrows to between 
positive 4.3% and 12.9% 
after inflation, when held 
over a 10 year horizon. It 
pays to stay the course.
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CHART 2   RANGE OF EXPECTED RETURNS NET OF INFLATION (BALANCED RETIREMENT FUND)

AVERAGE 1 YR AVERAGE 3 YR AVERAGE 5 YR AVERAGE 10 YR

Min -30.1% -4.8% 0.1% 4.3%
Max 44.8% 27.7% 20.2% 12.9%
      Median 9.8% 8.6% 8.6% 8.4%
      Expectation 5.0% 5.0% 5.0% 5.0%

     Source: FE Analytics, Inet. 
Prepared by Fundhouse

hopefully makes sense 
that responding to 
markets without a strong 
fundamental investment 
case is also, mostly,  
a sure way to erode 
wealth. 

Chart 3 (next page) shows the 
winners and losers each year for the 
past 10 years:

The last illustration is to highlight 
exactly how difficult it is to try and 
time the market. 

If you consider how an 
asset class which is this 
year’s best performer, 
was often last year’s worst 
performer (and potentially 
next year’s worst too), it 

Over shorter horizons the investment 
markets can be frustrating, so it is 
worth paying attention to what we 
can control: ensuring we have a 
suitable financial plan in place; that 
our chosen fund managers are well 
equipped to deliver for us over time, 
and last but not least, that we are 
conscious of our own behavioural 
biases which can cause real damage 
to an investment portfolio.
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SA Cash SteFI

SA Bonds – BEASSA All Bond index

SA Listed Property – SA Listed Property Index

SA Equities – All Share Index

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 YTD January 

Emerging 
Markets 
35,1%

Global 
Bonds 
41,7%

Emerging 
Markets 
42,2%

SA Listed 
Property 
29,6%

Global 
Bonds 
28,9%

SA Listed 
Property 
35,9%

Global 
Equities 
56,4%

SA Listed 
Property 
26,6%

Global 
Cash 
34,4%

SA Bonds 
15,4%

SA 
Equities 

4,3%

SA 
Equities 

4,3%

SA Listed 
Property 
26,5%

Global 
Cash 
39,2%

SA 
Equities 
32,1%

SA 
Equities 
19,0%

Global 
Cash 
22,4%

SA 
Equities 
26,7%

Global 
Cash  
23,8

Global 
Equities 
15,9%

Global 
Equities 
32,8%

SA Listed 
Property 
10,2%

Emerging 
Markets 

4%

Emerging 
Markets 

4%

SA 
Equities 
19,2%

SA Bonds 
17%

SA Listed 
Property 
14,1%

SA Bonds 
15,2%

Global 
Equities 
15,3%

Emerging 
Markets 
24,2%

SA 
Equities 
21,4%

Global 
Bonds 
11,1%

Global 
Bonds 
29,7%

SA Cash 
7,4%

SA Listed 
Property 

1,6%

SA Listed 
Property 

1,6%

SA Cash 
9,4%

SA Cash 
11,7%

SA Cash 
9,1%

SA Cash 
6,9%

SA Listed 
Property 

8,9%

Global 
Equities 
21,7%

Global 
Bonds 
20,2%

SA 
Equities 
10,9%

Emerging 
Markets 

14%

SA 
Equities 

2,6%

SA Bonds 
1,4%

SA Bonds 
1,4%

Global 
Bonds 
6,1%

SA Listed 
Property 

-4,5%

Global 
Equities 

3,5%

Emerging 
Markets 

6,8%

SA Bonds 
8,8%

SA Bonds 
16%

Emerging 
Markets 
20,2%

Global 
Cash 
10,7%

SA Listed 
Property 

8%

Emerging 
Markets 
-1,9%

Global 
Equities 

1%

Global 
Equities 

1%

Global 
Equities 

5,7%

Global 
Equities 
-19,8%

SA Bonds 
-1,2%

Global 
Equities 

0,4%

SA Cash 
5,7%

Global 
Bonds 
9,6%

SA Listed 
Property 

8,4%

SA Bonds 
10,1%

SA Cash 
6,5%

Global 
Equities 
-5,1%

SA Cash 
0,6%

SA Cash 
0,6%

SA Bonds 
4,3%

SA 
Equities 
-22,2%

Global 
Bonds 
-14,8%

Global 
Bonds 
-5,2%

SA 
Equities 

2,6%

SA Cash 
5,6%

SA Cash 
5,2%

Emerging 
Markets 

8%

SA 
Equities 

5,1%

Global 
Bonds 
-9,9%

Global 
Bonds 
-0,3%

Global 
Bonds 
-0,3%

Global 
Cash 
2,1%

Emerging 
Markets 
-36,9%

Global 
Cash 

-19,8%

Global 
Cash 
-9,8%

Emerging 
Markets 
-0,5%

Global 
Cash 
5,5%

SA Bonds 
0,6%

SA Cash 
5,9%

SA Bonds 
-3,9%

Global 
Cash 

-11,1%

Global 
Cash 
-1,3%

Global 
Cash 
-1,3%

KEY

Emerging Markets – MSCI Emerging Markets Index

Global Cash – 3m USD Libor

Global Bonds – Barclays Global Bond Index

Global Equities – MSCI World Index

CHART 3   ASSET CLASS WINNERS AND LOSERS

Should you require more 
information on this article, 
please contact us. 
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SOUTH
AFRICA

IS THERE A LIGHT AT THE 
END OF THE TUNNEL?

many of the negative events in 2016 have 
faded, with electricity supply stabilising and 
load shedding coming to an end; the end 
of the drought, as well the strengthening 
of the Rand; the large amounts of cash 
sitting on SA companies balance sheets; 
and the potential for an improved political 
landscape. Looking across the investment 
industry, the consensus view is now pro-
SA. We explore this in some more detail 
below.

The end of the drought

Towards the end of last year, we saw 
the end to a two-year drought, the worst 
drought in South Africa since 1992. 
The drought severely impacted crop 
production volumes and the effects of this 
were far reaching, with the primary impact 
felt on inflation levels. 

An end to the drought will bring with it 
some much needed alleviation of pressure 
on the SA economy. One of the negatives 
from these reduced production levels 
meant that SA went from a net exporter of 
food to a net importer. It is estimated that 
these imports cost the SA government 
more than R22 billion, which had a 
negative effect on the trade balance. 
Another negative of the drought was that 
because of the scarcity of food and the 
added cost of the imports we saw rising 
food prices, that helped to increase the 
overall inflation levels in SA.

Rand strength

2016 saw the Rand strengthen against 
all major currencies, and although there 
are negatives to a strong Rand in terms 
of increasing the costs of our exports, 
a strong Rand will assist in keeping 
inflation under control, which is essential 
for economic stability. This move was 
in line with broader emerging markets 
which benefitted from a recovery in the 
commodities sector.

Potential for an improved political 
landscape

The risk premium associated with South 
Africa hit relative highs early in 2016, post 
the Nenegate debacle. This is a measure 
of the country specific risk, of which 
politics has been a major contribution. 
This level has now almost halved from the 
highs, reflecting significantly higher levels 
of confidence in SA in general, with a 
lower perception of risk.

It is no secret that South 
African news has been 
dominated by negative 
stories of late, in fact 
in 2016 it would have 
been quite difficult to 
find a positive story 
about South Africa.

This is understandable as the year was 
characterised by lacklustre economic 
growth, an unpredictable political system, 
with parliament at times looking more 
like a wrestling match than a democratic 
parliament, and of course the dark cloud 
of sovereign ratings downgrade that hung 
over us all.

However, amidst all this negative news, 
there seems to be a faint light at the end 
of the tunnel, as the sentiment towards 
the South African economy has started 
to improve, with encouraging signs that 
economic momentum will build and an 
upside to growth may well be achieved. 
This positivity is fuelled by the view that 
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Cash on company balance sheets

As business confidence in SA has been decreasing since its peak 
in 2011, corporates have been investing less and less in SA which 
has resulted in a substantial buildup of cash on their balance sheets. 
This is generally seen as a negative for the economy as investment 
levels are low, impacting growth, however the fact that there is this 
amount of capital waiting to be invested is a positive, and should the 
SA economy continue on its recovery path this is the primary driver 
of future growth given the current high levels of government debt 
placing constraints on the ability to implement fiscal stimulus.

Lower expected Inflation

Inflation ended 2016 at 6.8%, the highest for the year. However, we 
have already started to see inflation decreasing with the January 
2017 inflation sitting at 6.6% and is expected to return within the 
South African Reserve Bank’s (SARB) target range of 3- 6% in the 
second half of the 2017. Because of this it is most likely that the 
SARB is at the peak of its interest rate cycle, and although we might 
only see a rate cut when inflation reaches levels well below 6%, the 
SARB will most likely want to remain flexible to react to any shocks 
that could negatively affect inflation – such as a sharp depreciation 
of the Rand - interest rates should remain flat most of the year.
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6.00
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2.00

0

-2.00
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FIGURE 1   10 YEAR BOND YIELD DIFFERENCE BETWEEN SA AND US

     Source: Credit Suisse

So, what does this mean for South African 
investment markets?

The change in sentiment for the SA economy has led to a more 
positive outlook for SA equities as well as SA bonds.

SA Equity outlook
For the last three years, we have seen the local equity market mostly 
move sideways in real terms, and in 2016 generate a total return 
of 2.2%. However, over the past three years’ earnings prospects 
of certain sectors have improved, which means from a valuation 
perspective more opportunities to buy cheap shares have presented 
themselves. The bottoming out and recovery of commodity prices 
has also assisted the strong recovery in earnings expectations for the  
resources sector.

Bonds outlook
The positive outlook for inflation and potential interest rate cuts in 
2017 will be supportive for SA bonds, and although the increase in 
developed market yields has caused an erosion of the real bond yield 
differential between SA and the developed market, the size of the 
differential remains large enough for SA bonds to remain internationally 
attractive. Allied to the lower country risk premium, bonds appear 
reasonably priced. Figure 1 (below) illustrates this differential.

But risk remains....

Although we welcome this positive sentiment towards the SA 
economy there are still local risks that cannot be overlooked 
when making an investment decision about SA. Firstly, although 
the local bond market seems to have already priced in the risk of 
the sovereign debt rating, we are still not certain what the actual 
effect would be if the downgrade does happen. Secondly, political 
risk is also something that will remain and with the latest cabinet 
movements and the addition of Brian Molefe, we are reminded 
how much quickly changes in parliament can happen. Thirdly, 
capital flows out of SA have also escalated in recent months, a 
sign that the switch back towards yielding assets in developed 
economies is a substantial event for emerging economies. Lastly, 
the strengthening of the Rand in 2016 assisted to keep inflation 
at a manageable level, however if we see the rand losing ground 

in 2017 this could add more pressure to the SA consumer who is 
already under stress.

Overall, we remain cautious in terms of how risk is managed across 
client portfolios. Despite positive sentiment being supportive of 
local assets, substantial risks remain which are not currently being 
reflected in fund positions – with a few exceptions. At all times we 
look to diversify across differing fund management approaches, 
and what is evident at this point is that there is now a much smaller 
set of SA bears to choose from to diversify portfolio risk.
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KEEP
CALM

medium term. Fortunately our Funds do not 
own the market but rather a specific group 
of assets that we think are undervalued. 

Both the Allan Gray Equity and Balanced 
Funds managed to outperform their 
respective benchmarks in 2016. 
Unfortunately the Balanced and Stable 
Funds did not manage to grow our 
clients’ investments in real terms, slightly 
underperforming inflation of 6.6%. What 
makes me positive for the future, particularly 
for our equity investments, is the 2016 
relative outperformance came despite 7 of 
our top 10 equity holdings actually falling in 
price over the year. Our view of the intrinsic 
value of these underperforming investments 
is unchanged, or in some cases is slightly 
higher. This underperformance sows the 
seeds for future outperformance, as the 
differential between the share price and 
intrinsic value has increased. That said, 
our Funds did benefit from the move 
in the banking shares from a position 
of substantial undervaluation to one 
approaching fair value, something that 
won’t be repeated in 2017. 

The Orbis Funds had a great year, 
outperforming their various benchmarks 
and the team is excited about the 
opportunities they are finding to add 
further value. 

Thank you for trusting us with your hard-
earned savings. We will endeavour to 
protect and grow these investments as we 
have done historically. We cannot control the 
vagaries of the market, but we can control 
our decisions, and we will continue to make 
these decisions in a rational manner by 
following the same investment philosophy 
and process we have for the past 42 years.

COMMENTARY BY ANDREW LAPPING, 
CHIEF INVESTMENT OFFICER, ALLAN GRAY. 
GRAY ISSUE JANUARY 2017

 
Adapted from the Chief Investment Officer’s 
comments, which will appear in the Allan Gray 
Unit Trust Annual Report, 2016.

The past 12 months seem to have 
passed particularly swiftly, maybe 
because fundamentally very little 
changed. Interestingly, the light in which 
investors view this unchanged reality is 
very different: the colour has changed 
from red to cool white. 

A year ago investors were desperately 
seeking ways to take money offshore 
with the rand trading at R15.60/US$. 
The rand is now trading at R 13.60/US$ 
and this quest has gone quiet. This is 
counterintuitive: surely a dollar at R13.60 is 
a better investment than a dollar at R15.50 
if the fundamentals are the same? The 
deficit on the current account is similar to 
a year ago, the fiscal position unchanged 
and, if anything, the probability of 
President Jacob Zuma leaving office 
early has lessened despite ever-more 
damning evidence of corruption and 
mismanagement in the ruling party. 
People have just chosen to worry about 
these issues a bit less. Maybe the level 
of concern is normal now and was too 
extreme in December 2015/January 2016. 

A similar picture can be drawn in the 
commodity markets, where, against all 
expectations, prices for some industrial 
commodities have doubled or tripled 
over the last year. In fact, the risks to 
Chinese demand, which is basically the 
only thing that matters in the commodity 
world, have increased, with debt 
levels rising and the number of vacant 
Chinese apartments only growing.
 

The importance of a rational 
approach

The examples above indicate why it is so 
important to keep a level head and take 
a long-term approach when investing. A 
clear view of an asset’s value allows the 
calm investor to make rational decisions, 
while others are panicking or getting over 
excited about current events.

A good illustration of this approach is 
our investment in Standard Bank, which 
my predecessor Ian Liddle discussed in 
the 2015 Annual Report. Ian noted that 
Standard Bank’s share price had fallen 
from US$17 to US$6.40, a level that looked 
irrationally low and made for an exciting 
investment opportunity. Today the Standard 
Bank share price is US$11.20, 75% higher 
12 months later (excluding the US$0.48 
per share the company paid in dividends 
during 2016). Has Standard Bank’s intrinsic 
value increased 75% in a year? No, it is 
probably unchanged over the period. 
This is why we were aggressive buyers at 
US$6.40 and are now reducing the position 
size given the much lower margin of safety 
to fair value. 

Looking back on 2016 

South African asset class returns were 
fairly muted in 2016, except for bonds – 
the All Bond Index returned 15.4%. These 
more moderate returns are what investors 
should expect after the spectacular returns 
of the past 20 years, driven by substantial 
earnings growth and a general rerating of 
South African assets. Unfortunately rerating 
can’t continue indefinitely (well it can, to a 
degree, but these situations are commonly 
termed ‘bubbles’) so this tailwind had to stop 
sometime. Despite the past two years of 
moderate returns, our bottom-up research 
indicates that returns for South African 
markets will likely be modest over the 

AND CARRY
ON INVESTING

211 APRIL 2017



MEET OUR TEAM
Greg Hill
Director | Financial Advice

Jenna Von
Mollendorff
Financial Advice

Jennifer Sole
New Business

Sharron Rossouw
Administration

Shivona Naidoo 
Paraplanning

Zandrie Fourie
Administration

Alpha Ododah 
Administration Manager

Fathima Noor 
Mahomed
Paraplanning

Raylene Bhana
Administration

Rachael Maharaj
Administration

Maureen Attridge
Director | Financial Advice

Shaun Matthews
Director | Financial Advice

Durban
Unit 7, Rydall Vale Park,
Douglas Saunders Drive,
La Lucia Ridge Office Park, La Lucia

Cape Town
15th Floor, Portside Tower, 
5 Buitengracht Street, 
Cape Town, 8001 

T +27 (87) 150 9848
F +27 (31) 566 3777
E info@iwm.co.za
www.iwm.co.za

Roshnee Salik
Paraplanning

Gerald Chigwada
Paraplanner

Cheryl Foxon
Administration

Gerhard Wagner
Paraplanning

Peter Cross
Finance

David Garrioch
Financial Advice

Brett Dowsett 
Business Research Analyst

Helen van Staden
Paraplanning

Authorised Financial Services Provider Number 3145

The information in this communication is not to be construed as advice in terms of 
Financial Advisory and Intermediary Services Act of 2002 (‘FAIS’)

Akashnie Choudree
Receptionist / Administrator

Primrose Mzobe
Reviews

Nokwazi Shezi
Reviews

Cynthia Ngcobo
Office Assistant

Feroza Khan
Practice Manager

mailto:info%40iwm.co.za?subject=

