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HOW SHOULD 
WEALTH BE MEASURED?
OFFSHORE RETURNS LEAVING SA ASSETS IN THE DUST
By Magnus Heystek - Investment Strategist

SOUTH AFRICAN investors have had a love-hate relationship with offshore 
investing for a very long time. Right now those who made the decision to 
go offshore three or even five years ago are very much in love with their 
offshore portfolios.

What further complicates the matter is that any discussion about offshore 
versus local investments involves issues such as home bias, distrust of offshore 
investment companies and even outright patriotic loyalty to one’s own country.

A short summary of the recent history of offshore investing puts many of the 
issues inherent in this debate into context.

Firstly, it has to be remembered that SA investors were excluded from investing 
offshore since 1960 when exchange controls were imposed in the aftermath of 
the Sharpeville incident and the massive outflow of capital which resulted from the 
global political reaction to this and other events of social unrest. These controls 
were in effect until 1997 when the first steps were taken to allow local investors to 
start moving a portion of their capital abroad.

At first the allowance was R200 000 then R400 000 then R750 000 then  
R2 million, then R4 million and it now stands at R10 million per person per 
taxpayer per year.

THE POWER 
OF INDEPENDENT ADVICE

JHB: +27 (0)11 799 8100
PTA: +27 (0)12 347 8240
CPT: +27 (0)21 418 1236
BELLVILLE: +27 (0)21 914 9646

INVESTMENT REPORT SEPTEMBER 2015 • ISSUE 244

IN THIS ISSUE

HOW SHOULD WEALTH BE 
MEASURED

1

UPTAKE SLOW AT FIRST 

2

WE WARNED YOU

4

WHERE TO INVEST: 
LOCAL GOLD SHARES OR 

BIOTECHNOLOGY?

4

BRENTHURST EXPANDING

4

CAPE TOWN SEMINAR
BOOK NOW!

4

CONTACT US
5



Brenthurst Wealth Management (PTY) LTD FSP No. 7833 
Page 2 
September 2015 | Issue 244

In fact, for most citizens of South Africa exchange 
control regulations do not apply to them as far as 
their investment returns are concerned. Investors 
with more capital at their disposal - the super rich - 
can apply to the SA Reserve Bank for permission to 
take out substantially more in order to diversify their 
investment portfolios.

It is my view that exchange control over the long 
term has made South Africans substantially 
poorer relative to what assets they could have 
acquired through internationally diversified 
portfolios. For instance: from about 1982 to 2001 
the New York stock exchange (NYSE) experienced 
one of its longest and most enduring booms in 
history - a bull market in equities during which 
time investors earned approximately 15% per 
annum in US dollar terms. During the same 
period the rand declined by almost the same 
percentage, an average of 11% per annum from 
1980 to the USD to R8/US$ at the end of 2001.

As a result of those controls, local investors were 
legally excluded from the enormous wealth that 
this could have created  for them over that period 
of time. This did not prevent thousands of investors 
from illegally squirrelling money out of the country 
any way they could.  If it was invested correctly in 
the NYSE for instance, the returns would have been 
almost 30% per year since 1982 to 2002, compared 
with a return of 15% of the Johannesburg Stock 
Exchange over the same period.

In 2004 the SA government announced an amnesty 
process for South Africans with illegal offshore 
money. It was estimated that less than half of those 
with money tucked away in offshore banking havens 
came forward to declare their offshore assets,  
yet more than 43 000 taxpayers settled with SARS 
and paid a 10% penalty to legalize their money.  
In total about R60 billion was declared to SARS.

It is estimated that there is still a similar or even 
greater amount of money being held in all kinds of 
undeclared offshore trusts, companies and bank 
accounts. It would not surprise if the SA government, 
desperate for more revenue, announces yet another 
amnesty to bring more of this hidden offshore assets 
into the tax net.

UPTAKE SLOW AT FIRST
At first the uptake of offshore investments, from 1997 
onwards, was very slow as the rand was steady and 
local returns were very good. But this all changed 
towards the end of 2001 when the rand went into 
a freefall, falling from R6 to almost R12 in a matter 
of months. Suddenly there was a rush for offshore 
investments. However, this coincided with the end of 
the global equity market bull run in 2002 and shortly 
thereafter the strengthening of the rand due to an 
upturn in the commodity cycle. This represented a 
double blow for offshore investors and many vowed 
to never venture into offshore markets again.

Thereafter followed a period of rand strengthening 
from about 2002 to 2008 accompanied by very 
good returns on the local equity markets, all driven 
by the global economic upturn underpinned by 
the extraordinary rise of China as an economic 
superpower. 

This all ended in 2008 when, in the wake of the 
Great Financial Crisis of 2008/2009, the prices of 
commodities plunged within a matter of months 
and with it the rand, which weakened from levels 
of around R7 to around R11,50. This happened so 
fast that many local investors couldn’t even fill in 
their offshore applications correctly, before the rand 
started strengthening again, driven by the Zero 
Interest Rate Policy of the USA (QE1,2 and 3), which 
pumped cheap money into all corners of the world. 
Again commodities took off and hence the rand.

All extremely bewildering and volatile for the 
average investor trying to make sense of it all.

But since the middle of 2011 there has been a 
distinct change in the commodity super-cycle and 
the rand, that mimicked the drop in commodity 
prices and hence SA’s export earnings by almost 
100%. There were other supporting factors, 
contributing to the decline - including economic 
mismanagement, large trade and current account 
deficits as well as credit downgrades by all three 
of the large international credit rating agencies.
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The issue of an expected further drop in the commodity 
cycle as well as the rand was discussed in various 
newsletters, seminars and in regular reporting to our 
clients. The most recent drop in the currency in the middle 
of August was described by the mainstream media as a 
“surprise” and “shock”. There was nothing surprising or 
shocking about the further declines in the currency. 

These declines have been well-signaled by inter-
national investment companies such as Goldman 
Sachs, who on several occasions described SA as 
one of the Fragile Three when it comes to expected 
weakness in the currency. The rand is now in its fifth 
year of steady declines, unlike the blow-outs of 2002 
and 2008/9.

This indicates that something fundamentally has 
changed and that the rand, without a substantial  
re-arrangement of the SA economy, is set to decline 
over a protracted period of time.

The rand is not alone in this situation. Most other 
commodity-producing countries, such as Canada and 
Australia are undergoing the same currency weakness. 
The Australian dollar, for instance, has dropped from 
$1,05c to its current levels around  $0,71 (against the 
USD) as a results of its dependency on the export of 
commodities to largely China.

The comparative investment returns (see tables and 
chart) indicate that returns for SA investors investing in 
the local stock exchange have been trailing that of global 
indices quite substantially. The under-performance 
against the US market (the S&P500) is particularly acute 
and is set to continue for the foreseeable future.

Last week both countries reported quarterly growth 
figures. SA recorded a decline of 1,3% in gross domestic 
product (GDP) in the 2nd quarter of the year while the US 
recorded annualized growth of 3,7% in GDP.  As they 
say in the classics: Go figure!

THIS BRINGS US TO THE QUESTION OF HOW 
WEALTH SHOULD BE MEASURED. 

If it’s only in local currency then there really is no serious 
debate here. Then all investors should be concerned with 
their investments equaled or beat the local consumer 
price index. In a modern-day global  economy such an 
approach is extremely short-sighted.

As part of a global economy the global purchasing power 
of an investor’s assets needs to be considered. We all 
import a wide range of internationally priced goods and 
services on an almost daily basis: capital equipment, 
technology, cell phones, computers, airplanes,medicines 
etc. The list is almost endless and the USD value of 
investment portfolios need to be evaluated over time. 
This means that offshore investments have to become 
part and parcel of any local portfolio.

PERFORMANCE SUMMARY
Time Span: 28/08/2010 - 28/08/2015 | Currency: ZAR

INVESTING IN HUMAN INGENUITY

Monthly and annual average returns (%) - dates to 28/08/2015

INSTRUMENT 1 month 6 months 1 year 3 years
annualised

5 years annualised /Since 
launch* annualised

Old Mutual Gold A 10.1 -24.1 -28.3 -14.6 -9.2
Franklin Biotech Disc A Acc$ -3.3 14.3 51.4 56.8 48.8

CUMULATIVE RETURN - 28/08/2010 - 28/08/2015
       Old Mutual Gold A -37.9
       Franklin Biotech Disc A Acc$ 625.7
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Any investor who has chosen not to be exposed to 
offshore assets in any format whatsoever has missed 
out on building wealth globally in recent years. Fixed 
deposits, money market accounts and even residential 
property has declined sharply in global purchasing 
terms over the last five years. In other words, such 
investor lost out. Big time.

People who, either through ignorance or bad advice, 
have no global investments to fall back on, have lost 
more than 50% of the international purchasing power 
of their rands over the last four years. For them no 
overseas travel, imported goods and foods and even 
medicines that can cure. Most of these items are 
imported and paid for in US dollar.

WE WARNED YOU
We are proud of the content we share through our 
publications and thought you may find it of value to 
re-read our insight about the local currency published 
two years ago. Turns out our words were prophetic.  
http://bit.ly/1KL1UgE   CLICK HERE TO READ

WHERE DO YOU WANT 
TO INVEST: LOCAL GOLD 
SHARES OR BIOTECHNOLOGY?

Nothing typifies human ingenuity more than the 
biotech sector in the United States where some of 
the smartest brains in the world are coming up with 
cures for cancer, dementia, Alzheimer’s and a wide 
range of illnesses. As clients have been aware we 
at Brenthurst Wealth  have been recommending 
Biotech for several years now. It has been a great 
investment: doing well and making shareholders 
extremely rich in the process, including one South 
African-born medical doctor Dr. Patrick Soon-
Shiong. Coincidentally, he is the world’s richest 
doctor worth about $12 billion. 

Look at the following comparison: gold shares 
have lost you money while Biotech has returned 
eye-watering 625%!

The Franklin Templeton Biotechnology Fund is 
closed to new investors but Brenthurst Wealth, 
as the largest holder of FT Biotech Fund in South 
Africa, has a special dispensation which allows us 
to gain access to this fund.

%

UPCOMING CAPE TOWN SEMINAR - 14 SEP 2015
SOUTH AFRICA – QUO VADIS?
ARE YOU CONCERNED ABOUT HOW THE CURRENT POLITICAL CLIMATE IN SOUTH AFRICA AND THE IMPACT 
OF THIS ON MARKETS WILL AFFECT YOUR INVESTMENTS? 
The following speakers will unpack the issues and provide insights as to what lies ahead for SA.
MAGNUS HEYSTEK : INVESTMENT STRATEGIST OF BRENTHURST WEALTH
DR FRANS CRONJÉ :  CEO OF THE SA INSTITUTE OF RACE RELATIONS
RYK VAN NIEKERK :  EDITOR OF MONEYWEB

CAPE TOWN SEMINAR: 14 SEPTEMBER 2015
TIME: 16h00 - 17h45 VENUE: African Pride Crystal Towers Hotel, Century City
RSVP:  +27 21 914 6515  or  jougeld@brenthurstwealth.co.za
 www.quicket.co.za   CLICK HERE TO BOOK

COST: R450 pp and R200 for Brenthurst Clients

SA VERSUS THE WORLD 
Our offshore diversification strategy over the past 
five years has been a very good one for clients. 

See here comparing SA equity markets with the 
major other areas and indices.

Obviously much of this has to do with the rand 
weakness but also better growth in other areas, for 
instance the US (SP500). Here superior growth and 
rand weakness has created enormous profits.

We should consider putting more offshore money 
into US Equity Funds. Both Investec and FT and 
Fidelity have great US equities funds.

CUMULATIVE RETURN - 03/09/2010 - 03/09/2015
       FTSE/JSE All Shares Index (ALSI) 104.9

       MSCI AC Asia ex Japan 107.2

       FTSE All-Shares 169.5

       MSCI AC World 181.4

       MSCI Europe 155.3

       S&P 500 259.0
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BRENTHURST WEALTH 
CERTIFIED FINANCIAL PLANNERS: 
Brenthurst Wealth Management (PTY) Ltd is a registered financial services provider and is a fully-fledged financial 
and  investment services company with offices in Johannesburg, Pretoria and Cape Town.
All our Financial Planners are CFP® Professionals and members of the Financial Planning Institute of Southern Africa. 
They are highly qualified to give advice on all investment matters.

MAGNUS HEYSTEK  EMAIL: magnus@heystek.co.za TEL: +27 (0)83 692 8635
MAGNUS is a director of Brenthurst Wealth and is in charge of investment strategies, research and client communication. 

BRIAN BUTCHART CFP®  EMAIL: brian@brenthurstwealth.co.za  TEL: +27 (0)82 335 5117
BRIAN is head of financial planning at the CAPE TOWN OFFICE and a director of Brenthurst Wealth Management. 

JOHAN BURGER CFP®  EMAIL: johan@brenthurstwealth.co.za TEL: +27 (0)82 732 8655
JOHAN is the head of financial planning at the PRETORIA OFFICE and a director of Brenthurst Wealth Management. 

RICHUS NEL CFP®  ACCA EMAIL: richus@brenthurstwealth.co.za TEL: +27 (0)78 260 4013
RICHUS is head of financial planning at the BELVILLE OFFICE and fully qualified to give advice on all investment matters.

RENEE EAGAR CFP® EMAIL: renee@brenthurstwealth.co.za TEL: +27 (0)83 233 9373

SONIA DU PLESSIS CFP® EMAIL: sonia@brenthurstwealth.co.za TEL: +27 (0)83 260 4055

MAGNUS L HEYSTEK CFP® EMAIL: magnus1@brenthurstwealth.co.za TEL: +27 (0)72 071 5567

SUZEAN HAUMANN RFPTM EMAIL: suzean@brenthurstwealth.co.za TEL: +27 (0)21 914 9646

DIRECTOR & HEAD OF MARKETING: SUE HEYSTEK 
sue@brenthurstwealth.co.za

CLIENT COMMUNICATION: MICHELLE BURGER 
michelle@brenthurstwealth.co.za

MEDIA LIAISON EXECUTIVE: DALEEN VAN WYK
pr@brenthurstwealth.co.za

TAX & ACCOUNTS: GAVIN BUTCHART 
gavinb@brenthurstwealth.co.za

WILLS & ESTATES: ROZANNE HEYSTEK-POTGIETER 
rozanne@brenthurstwealth.co.za

LEGAL & COMPLIANCE: MALISSA ANTHONY
malissa@brenthurstwealth.co.za

“The fine art of managing investments requires consistency, patience and the critical ability 
to perceive a long-term  Approach to the creation of wealth and most importantly,

the power of good sound investment advice.”

CLIENT SERVICES & EXECUTIVE ASSISTANTS: 
JHB: +27 (0)11 799 8100

CHRISTOFF POTGIETER
christoff@brenthurstwealth.co.za

CELESTE PHAKHATI
celeste@brenthurstwealth.co.za

ERNA MARÉ
erna@brenthurstwealth.co.za

DANINE VAN SCHALKWYK
danine@brenthurstwealth.co.za

NICCI VAN HEERDEN
nicci@brenthurstwealth.co.za 

PTA: +27 (0)12 347 8240
MARISE NEL

marise@brenthurstwealth.co.za 

ESMERIE LOOTS 
esmerie@brenthurstwealth.co.za

YOLANDI BURGER 
yolandi@brenthurstwealth.co.za

MAGDA KAMFER
magda@brenthurstwealth.co.za

PHONET NCUBE
phonet@brenthurstwealth.co.za

CPT: DE WATERKANT
+27 (0)21 418 1236

BELLVILLE: TYGERVALLEY 
+27 (0)21 914 9646

RONELLE STIPP
ronelle@brenthurstwealth.co.za

JOHANNESBURG

Tel:  +27 (0)11 799 8100
Fax:  +27 (0)11 799 8101

Unit 2B, Cedar Office Estate,  
Cedar Road, Fourways, SA

PO Box 10150, Fourways East, 
2055, Gauteng, SA

PRETORIA

Tel:  +27 (0)12 347 8240
Fax:  +27 (0)12 347 0601

494A Lois Avenue, Erasmuskloof 
X3, Pretoria, SA

PO Box 32593, Waverley,  
Pretoria, 0135, SA

CAPE TOWN 
(DE WATERKANT)

Tel:  +27 (0) 21 418 1236
Fax:  +27 (0) 21 418 1304 

29 Chiappini Street, De Waterkant, 
Cape Town, 8001, SA

Postnet Suite 275, P/Bag  X22, 
Tygervalley, 7536, Cape Town, SA

BELLVILLE
(TYGERVALLEY) 

Tel:  +27 (0)21 914 9646
Fax:  +27 (0)21 914 6515 

Tyger Waterfront Terraces Block 2, Carl 
Cronje Drive, Tygervalley, Bellville, SA

Postnet Suite 275, P/Bag  X22, 
Tygervalley, 7536, Cape Town, SA

DISCLAIMER: Brenthurst Wealth Management is an authorized financial services provider Reg No 2004/012998/07 FSP No. 7833. 
This document should not be viewed as investment advice as each individual investor is different and has different investment needs. Please consult any one of 
our highly qualified investment advisors before acting on the advice and recommendations contained in this newsletter. Kindly contact BWM for an appointment.


