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THE OFFSHORE IMPERATIVE
SA WEALTH CREATION UNDER PRESSURE
By Magnus Heystek - Investment Strategist

South African investors with no or limited offshore exposure within their 
investment portfolios have suffered a dramatic decline in the international 
purchasing power of their wealth over the past five years. 

QUITE SIMPLY: If you have not had offshore exposure in one way or 
another your wealth declined significantly in global terms.
 
Even an aggressive exposure to companies listed on the Johannesburg Stock 
Exchange has failed to keep pace with a similar investment in global or major 
regional markets. An investment in the S&P500, for instance, has produced 
a return over the same period of almost double that achieved on the JSE. 
The S&P500 is an index of the top 500 companies in the United States  
(See chart).

Residential property, cash and money market instruments and even farm land, 
with perhaps the exception of the Western Cape, have failed to protect owners of 
these investment against a rapidly falling currency. The result thus far is a rapid 
rise in the cost of all imported goods, ranging from motor cars, cell phones and 
electronic equipment as well as international travel. 

What makes matters worse is that the full impact of the declining currency is 
yet to be felt. Importers and local distributors can cushion against currency 
weakness for a while, but thereafter have no choice but to increase their 
prices. Hence the market for luxury imported goods is under severe pressure.

THE POWER 
OF INDEPENDENT ADVICE
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THE SOUTH AFRICAN CURRENCY IS NOW IN 
ITS FIFTH YEAR OF GRADUAL DECLINE. SINCE 
BOTTOMING OUT IN 2010, THE RAND HAS NOW 
DECLINED BY 85%, 79% AND 68% AGAINST 
THE US DOLLAR, BRITISH POUND AND EURO 
RESPECTIVELY. 

Global macro events, such as the expected increase 
in US interest rates for the first time in nearly 8 years, 
widely expected towards the end of the year, can put 
the local currency under even more pressure.

Any downgrading of the SA currency by the three 
major global credit agencies Moody’s, Fitch and Poor 
and S&P, could see further, more substantial declines 
in the currency. 

The role of these credit agencies are not that well 
understood. The Securities Exchange Commission, 
the financial regulator in the USA with a powerful 
worldwide impact, insists that any security anywhere 
in the world in which US financial institutions may 
invest, need to have undergone a credit rating by at 
least one of these three agencies.

OFFSHORE INVESTMENTS 
STREAKING AHEAD  

01/07/2010 - 01/07/2015 © POWERED BY DATA FROM FE 2015

CUMULATIVE RETURN -  06/05/2012 - 26/05/2015
       FTSE/JSE All Share Index (ALSI) 132.2
       MSCI AC Asia ex Japan 128.2
       MSCI AC World 179.8
       S&P 500 242.8
       MSC Europe 158.9
       Consumer Price Index 30.0
       SA Mt South African Int Bearing Variable Term 47.4

PERFORMANCE SUMMARY 
Time span: 01/05/2010 - 01/05/2015   Currency:ZAR

MONTHLY AND ANNUAL AVERAGE RETURNS (%) - DATES TO 01/07/2015

INSTRUMENT 1 MONTH 6 MONTHS 1 YEAR 3 YEARS
ANNUALISED

5 YEARS ANNUALISED
/ Since launch* 

FTSE/JSE All Share Index (ALSI) 0.0 6.0 4.1 19.1 18.4

MSCI AC Asia ex Japan -3.5 12.1 19.8 25.8 18.3

MSCI AC World -3.2 8.0 14.3 29.6 23.1

S&P 500 -3.1 6.2 21.2 33.8 28.4

MSC Europe -3.5 9.4 4.6 28.9 21.2

Consumer Price Index 0.0 3.1 4.3 5.5 5.4

SA Mt South African Int Bearing Variable Term -0.7 0.4 5.2 5.9 8.1
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OUTLOOK POOR
The immediate outlook for the SA economy is not 
good. In fact, the combined impact of Eskom’s load 
shedding, rising petrol prices and industrial strike 
action has depressed consumer confidence to levels 
not seen  since the end of apartheid rule in 1994.
 
First National Bank (FNB) together with the Bureau for 
Economic Research (BER) publishes a quarterly survey 
on consumer confidence, and in June this index dropped 
by a measure of -4 to -15.

Consumers have been shell-socked by a combination 
of rising inflation, petrol prices, marginal rising interest 
rates as well as large job losses in certain sectors of the 
economy. Rising taxes as well as sharp increases in the 
cost of electricity and rates and taxes are further adding 
to the gloom. Confidence amongst business leaders is 
not much better.
 
The BER also conducts a business confidence survey 
amongst 2000 firms in the building, manufacturing, 
retail, wholesale and motor trade. This index has been 
below the 50 mark for the better part of five years, but in 
the second quarter of this year it dropped by more than 
11% to 45,5, with the resources sector CEO’s the most 
pessimistic about the SA economy.
 
In order to cope with widespread load-shedding many 
businesses have been forced to invest a great deal of 
money in generators and other backup power in an effort 
to manage this crisis and productivity fall-out.
 
Small business enterprises in particular are feeling 
the impact of unscheduled load-shedding, which is 
leading to declines in turnover and profitability.

Furthermore, new vehicle sales in June recorded the 
biggest drop in more than a year as a subdued economy 
took its toll, with domestic sales down by almost 5% year 
on year to 50251 units. More worrying, is that sales of 
medium- and heavy trucks, which are used by business, 
dropped  by more than 11% year on year.

One bright statistic was that the export of vehicles 
increased by more than 33% to 31 422 which provided a 
major boost to SA’s embattled trade numbers.

RESIDENTIAL PROPERTY 
UNDER PRESSURE
Average residential property prices have not yet 
recovered from its sharp plunge in 2009 and despite 
some small increases over the past five years, is still 20% 
lower in real terms  than before the property bubble burst.  
The average residential price in SA has been rising at 
about 5% per annum, which includes the Western Cape 
which has been rising at about 13% per annum.

This means that average property prices in the rest of 
South Africa has not been rising at much more than 3 
percent per annum, way less than the inflation rate of  
6% over this same period.

This is in contrast to many other developed countries 
where residential markets have completely recovered 
and soared to new highs, including Australia, New 
Zealand, Britain, Canada and most parts of the United 
States.

Personal wealth locked up in residential properties 
represent a very large part of the personal wealth of 
the average and upper-middle income South African. 
Up until 2007 property prices were performing well 
ahead of inflation. However, since 2008 has there 
been a very sharp correction with no real recovery 
as yet.
 
On a comparative basis residential property in SA has 
become very cheap. In 2008 a South African property 
buyer would pay just over R2m for an average residential 
property in the UK. Today the comparative price would 
be R4,93 million. The average price of a dwelling in 
London today is R10,89 million, well beyond the reach of 
anyone  but the very rich in South Africa.

Up until 5 years or so ago one would find many companies 
marketing UK and London properties in South Africa. 
This phenomenon has all but disappeared due to the 
dwindling number of  South Africans who can still afford 
to pay the sky-high prices for UK and London properties.
 
The same goes for emigration. Due to the collapse 
in the rand and ever-increasing financial barriers 
to emigration, fewer South Africans can emigrate 
to past-favourite countries such as Australia, new 
Zealand and Canada. These and other countries have 
raised the financial barrier to such an extent that only 
the very rich can emigrate.
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GLOBAL 
COMPETITIVENESS
 
Every year since 1980 the World Economic Forum, 
a global economic think-tank, releases its GLOBAL 
COMPETITIVENESS REPORT. The survey on which 
this report is based is most probably the most 
authoritative economic research survey of its kind 
in the world and it measures the competitiveness of 
almost all countries in the world. The WEF defines 
competitiveness as the set of institutions, policies 
and factors that determine the level of productivity 
of a country.
 
In short, the level of productivity sets out the level 
of prosperity that can be reached by an economy.  
The productivity level also determines the rates of 
return obtained by investments in an economy which 
in turn are the fundamental drivers of its growth 
rate. In other words a more competitive economy is 
one that is likely to grow faster over time. Although 
the productivity of a country determines its ability to 
sustain a high level of income, it is also one of the 
central determinants of its return on investment. This is 
one of the key factors explaining an economy’s growth 
potential.
 
SA does not fare well in the latest survey, as was 
the case over the last ten years and even more.  

IN THE 2015 IT RANKED AT 56 IN THE INDEX (OUT 
OF 144), DOWN FROM 53 THE PREVIOUS YEAR.

For many years SA was by far the most competitive 
country on the African continent, but over the past 
three years has it been overtaken by Mauritius, 
which now ranks 39 in the world, up 6 places from 
a year ago. 

SA does well on measures of quality of its 
institutions (36th) including intellectual property 
rights (22nd), the efficiency of its legal framework 
in challenging and settling disputes (9th and 15th 
respectively) and its top notch accountability of 
private institutions (2nd).
 
However, it does not score well in diversion of public 
funds (96th), the perceived wastefulness of government 
spending (89th), a lack of trust in politicians (90th) and 
security (95th) continues to be a major area of concern.

Higher education and training remains insufficient 
(86th) and labour market efficiency (113th) is affected 
by extremely rigid hiring and firing practices (144th—
stone last), wage inflexibility (139th) and labour-
employer relations (144th).
 
However, when measured against the WEF GCI-
index in 2005, South Africa has been falling like 
the proverbial stone. In 2005 it still ranked at 
number 39 in the rankings and was by far the most 
competitive nation in Africa. Since then it has been 
a one-way street for SA which does not augur well 
for future wealth-creation.

WEALTH CREATION
 

At Brenthurst Wealth we remain committed to providing our clients with independent and objective investment 
advice. Our goal is wealth-creation and wealth-preservation on a global basis.

We understand that certain clients and investors have a home-bias when it comes to making investment 
decisions, but unfortunately we cannot remain silent on the financial and political trends in SA.

We would shirking our duties as custodians of your wealth by not analyzing and reporting on deeply-disturbing 
trends in our country.

PLEASE DISCUSS THESE ISSUES WITH YOUR DEDICATED FINANCIAL ADVISOR.
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ARE YOU CONCERNED ABOUT HOW THE CURRENT POLITICAL CLIMATE IN SOUTH AFRICA AND THE IMPACT OF 
THIS ON MARKETS WILL AFFECT YOUR INVESTMENTS? 

Does South Africa only have two years before the country goes into permanent decline as discussed in the recent book 
by author RW Johnson? What lies ahead for the country? The economy? Your investments? 

Brenthurst Wealth in association with Moneyweb will host a series of seminars in  Johannesburg, Pretoria and Cape Town about 
this topic – South Africa - Quo Vadis?  

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
 
To secure your booking  go the http://www.bwm.co.za/index.php/seminars/ 
or contact Daleen on   +27 11 799 8100  or  jougeld@brenthurstwealth.co.za. 
BOOK NOW –  SEATS ARE LIMITED!
Seminar cost for non-clients R450pp and R200pp for BWM clients. For bookings of five people or more people the cost is R375 pp.

JOHANNESBURG SEMINAR - 22 JULY 2015   
VENUE:  Randpark Golf Club, Setperk Street, Randpark, Randburg     
TIME:  16:00 to 17:45

PRETORIA SEMINAR - 23 JULY 2015  
VENUE: CSIR Conference Centre, Meiring Naudé Drive, Lynnwood, Pretoria   
TIME: 16:00 to 17:45

CAPE TOWN SEMINAR - 14 SEPTEMBER 2015
VENUE:  Protea Hotel Tygervalley, Uys Krige Drive, Cape Town
TIME:  16:00 to 17:45

UPCOMING SEMINARS: 
SOUTH AFRICA – QUO VADIS?
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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 ACCA EMAIL: richus@brenthurstwealth.co.za TEL: +27 (0)78 260 4013
RICHUS is head of financial planning at the BELVILLE OFFICE. 

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

PHONET NCUBE
phonet@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

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, Box 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.


