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South African investors can benefit

from offshore investments by
diversifying their portfolios,
accessing international markets,
and protecting their wealth from
local economic fluctuations.
However, understanding the
different investment options,
regulatory requirements, and
potential risks is essential to
making informed decisions and
maximizing long-term returns.
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KIM DOOLAN | TAX PRACTITIONER, BRENTHURST VAL DE VIE, PAARL

An increasing number of South African investors are seeking better
returns elsewhere, yet are uncertain as to how to go about it.

In view of the recent GDP figures released for the SA economy (0.6% in the
fourth quarter of 2024) and a range of uncertainties affecting the
investment outlook for the local market, an increasing number of South
African investors are seeking better returns elsewhere, yet are uncertain as
to how to go about it.

Investing offshore doesn’t have to be complicated, especially when an
investor decides to take money offshore for various reasons.

Taking money offshore is basically the process of investing in what’s called
hard currency. Hard currency is any offshore currency, with the most
prominent currencies being the US dollar, the euro and the pound, to a
lesser extent.

Taking money offshore is probably the most complicated step of the
investment process, but investors have several different options. The
quickest and easiest way of taking money offshore is making use of the
single discretionary allowance (SDA), or as it’s also referred to, making use
of your travel allowance. Each South African citizen can take R1 million out
per calendar year, and if you are married, couples can jointly move R2
million offshore per calendar year.
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Should you wish to take out an amount larger than that, then you will have to apply to the South African
Reserve Bank (SARB) and SARS to do so. You are allowed to apply for up to R10 million per calendar year,
per person. Effectively, married couples can move up to R22 million a year. This application process (to take
an amount above your annual SDA offshore) is referred to as obtaining a tax clearance for which investors
are issued a tax clearance certificate by the SARB and SARS.

As the years have gone by, the dollar amount has decreased as a result of the weakening rand (see below),
and the complexity of applying and obtaining a tax clearance certificate has increased tenfold, due to
compliance and South Africa being greylisted. Once completed, it’s a question of where and how to invest.

2010 — SDA first introduced: R1 million = $135 000 (ZAR/USD: R7.31 average)
2015: R1 million = S64 000

2025: R1 million = $54 000 (ZAR/USD: R18.38 spot rate)

This equates to 6% less in dollar terms per annum since 2010, or a total of 60%!

Endowments are slightly more complicated and have limitations — one being a five-year term — but have
several benefits that discretionary investments do not provide. Some of these benefits include a flat tax rate
and lower effective capital gains tax, and they allow investors to bypass Situs tax in the case of direct equity
exposure, such as share portfolios. All capital placed in an endowment does not trigger executor’s fees on
death, and some platforms allow for joint investment options in endowments as well.

When it comes to investing, both options mentioned above allow for investments in unit trust funds and
share portfolios. Unit trust funds vary in terms of the risk profile and underlying assets, but they can also
target specific sectors of the global economy — healthcare, technology and demographics, for example.
Share portfolios are direct equity exposure in the hands of the investor, which are either managed or can be
structured in accordance with the investor’s wishes — if you want to buy a certain amount of shares in
Nvidia, for example. These options provide better exposure to a broader market and from a geographical
point of view as well.

There will always be tax implications, but depending on your investment structure and tax rate, a suitable
investment structure will always be available.

Fixed investments are also provided offshore. These structures typically expire after five years, but provide
certain elements of capital assurance. They are typically aimed more at investors who want to limit
drawdown and risk. Fixed investments also have performance caps, but they’re the best example of having
low downside risk and moderate market performance participation.

Alternatively, investors can invest in South African domiciled funds, which have offshore exposure. These
are typically referred to as feeder funds and asset swaps. A feeder fund is a ZAR-based fund of an already
existing offshore fund, and an asset swap is a ZAR-only fund that has underlying offshore assets. The main
difference is that any withdrawals from these funds will always be distributed in ZAR terms, although the
underlying assets are offshore. You still benefit when the offshore markets grow and the rand weakens, but
you will not be able to redeem your capital into an offshore bank account, for example.
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https://www.moneyweb.co.za/financial-advisor-views/situs-tax-why-you-should-take-note/

Asset swaps and feeder funds are available in retirement annuities, living annuities, local endowments and
local discretionary investments, including tax-free savings accounts, subject to certain limitations, such as
Regulation 28. Some platforms have offshore caps in living annuities due to SARB limitations.

It's important to understand the difference between offshore exposure, which is ZAR-based, and direct
offshore exposure — buying USD and investing.

Investors can further beef up their financial aptitude by opening an offshore bank account, so that any
capital withdrawals can remain offshore.

Understanding where to invest is more important than actually getting the capital overseas. The main point
of investing offshore is to get exposure to different markets and assets and broaden an investor’s scope
outside of South Africa.

It is always advisable to consult an experienced, qualified advisor to guide you.

MAGS HEYSTEK | CERTIFIED FINANCIAL PLANNER®, BWM BELLVILLE

MAGS is the head of the Sandton office, and also serves as the key individual for
Johannesburg. Mags has been in the financial services industry for over ten years and
qualified as a CERTIFIED FINANCIAL PLANNER® Professional in November 2012. Mags
also acts as a representative and key individual for Brenthurst Capital (Pty) Ltd and a
member of the investment committee dealing with investment and asset allocation
decisions. Mags is a CERTIFIED FINANCIAL PLANNER® professional, a member of the
Financial Planning Institute of South Africa and is fully qualified to give advice on all
investment matters.

+27 (0) 21 914 9646 mags@brenthurstwealth.co.za
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CONTACT ANY OF OUR HIGHLY QUALIFIED FINANCIAL ADVISORS AT OUR

NINE OFFICES COUNTRYWIDE TO DISCUSS YOUR INVESTMENT STRATEGY. | invest@brenthurstwealth.co.za
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Brenthurst Wealth Management is an authorised financial services provider (Reg No: 2004/012998/07) FSP No.7833. This e-mail and any file attachments transmitted with it are intended solely for the addressee(s) and may
be legally privileged and/or confidential. If you have received this e-mail in error please destroy it. If you are not the addressee you may not disclose, copy, distribute or take any action based on the contents hereof. Any
unauthorised use or disclosure is prohibited and may be unlawful. The view and opinions expressed in this e-mail message may not necessarily be those of the management of Brenthurst Wealth Management (Pty) Limited.
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