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allowing many South Africans to

move their wealth abroad while BY MAGNUS HEYSTEK | INVESTMENT STRATEGIST & DIRECTOR, BRENTHURST

staying local. With the JSE ) ) )
underperforming against global It doesn’t happen very often that the ANC receives praise from columnists
markets, savvy investors have used such as me.

h 1l hei . .
these allowances to protect their Indeed, much of what | have been writing and commentating on over the

past 10 years, or so, has been harshly critical of the ruling party (and now
only the dominant part in the Government of National Unity).

purchasing power, reducing the
urgency to emigrate.

TR T S ; It's been easy to pick apart the ANC and its policies for more than a
LEADING BOUTIQUE ‘decade. In feTct, there‘ s been an avalanche of catastrophic d.eCISIOI’]S and
WEALTH MANAGER implementations which have left the economy and society gutted,

e | RUNNER.UP 2023 22078 destroyed, neglected and, all-round, in a much poorer and sadder state.

:

Poorer, as in the gross domestic product per capita (the ultimate yardstick
of whether a country is growing/prospering or declining) is now the same
asin 2007.

JHB (HQ) +27 (0) 11 799 8100

JHB (SANDTON) +27 (0) 10 035 1391 Let that sink in: GDP per capita has not grown in 17 years.

PTA +27 (0) 12 347 8240

CAPE TOWN 427 (0) 21 418 1236 And it shows. It shows in unemployment, which is at record levels, the
BELLVILLE +27 (0) 21914 9646 country with the worst economic recovery rate since Covid, as well as the
TR +271(0)/21100:3304 country now branded by the International Monetary Fund (IMF) as the

STELLENBOSCH +27 (0) 21 882 8706 erre . . .
most difficult country in which to set up and run a business.
PAARL (VAL DE VIE) +27 (0) 21 100 3901

GEORGE +27 (0) 44 050 6057
MAURITIUS +230 5843 5215

And did | mention that our ports, harbours and railway lines are now
considered to be the worst in the world?
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At the same time, our major cities, such as Johannesburg, Durban and Bloemfontein, are slowly collapsing
into a potholed, rat-invested sewerage dump. Even the ever denialist Cyril Ramaphosa was forced to admit
that Jo’burg is a mere shadow of its former self, admitting that urgent steps need to be taken. But again, as
is his tendency, he did not shine the torch where it needed to be shone — on corruption, mismanagement
and theft within the inner machinations of the ANC-controlled city.

In all, the ANC’s mismanagement of the economy is now globally recognised and no spinning from the
government will change that.

DEMOGRAPHIC TRENDS: SOUTH AND OUT!

During this time, there have been two major demographic trends, both which are still ongoing. One is the
trend amongst wealthier South Africans moving to the only DA-controlled province in SA, the Western Cape,
and the other is, more younger people and families upping and leaving our shores for better pastures
elsewhere.

| write this after spending a week attending the Biznews 7 Investment Conference in glorious Hermanus, the
town with eye-watering property prices, and overall, a fantastic place to live. But it is a bubble! No town in
SA can be so clean, so orderly and so.... almost European, considering the hordes or Dutch, German,
Scandinavian and British tourists my wife and | saw wherever we went.

But it's not only Hermanus. The golden triangle, as far as property is concerned, is Stellenbosch,
Franschhoek and Paarl, which is equally booming with new developments, and likewise soaring property
prices, both commercial and residential.

| was fortunate to get involved in the Val de Vie-property market in Paarl more than 10 years ago and have
seen property values double in less than five years. There seems to be no end to the property boom in this
town at the foothills of the Afrikaans language monument and, strangely enough, the town where the Great
Trek started more than 180 years ago.

Now it’s called the Great Trek South.

During my presentation at the Biznews conference, | asked for a show of hands to indicate how many people
in the 300 strong audience had made the move from the North to the South. Almost 25-30% raised their
hands.

Then | conducted a second survey: | asked the audience how many have offshore investments. Almost 100%
put up their hands.

Now this is not the answer our local asset managers want, but it reflects the massive demand for offshore
assets over the last 10 years.

Despite the local asset managers beating the “local is lekker” and “JSE is cheap” drum, investors have been
moving their money offshore in great volumes. | don’t know how much money has left South Africa via the
SDA and AIT (approved international transfer), but last year the late Mike Schussler suggested it was more
than R1,3 trillion. That also partially explains the sideways movement of assets under management for most
large SA asset managers. For instance, over the past 10 years Coronation has seen the rand value of its
assets under management (AUM) virtually unchanged, at around R620 billion. But in dollar terms, this AUM
has declined by 38%!
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| would suggest that this trend is prevalent at all the large local asset managers. Unless they were able to
offer offshore assets to their clients, that money has gone to the global giants of the world, such as
Vanguard, BlackRock, Franklin Templeton and Fundsmith. That’s also why all the major financial players
have somehow tied up with JP Morgan, Goldman Sachs, Threadneedle and others.

WHO DO WE THANK?

And that’s when it occurred to me: Who do we thank for this offshore allowance? None other than the ANC,
who 10 years ago, in the 2015 Budget, slipped in (unannounced) the increase in the Single Discretionary
Allowance (SDA) to R1m and the investment allowance to R10m. Totally unannounced and with no prior
discussion with banks and asset managers.

This ability to move money offshore has, in my view, discouraged many South Africans from emigrating. |
know of many local investors who have used the offshore allowance to send 100% of their liquid assets
offshore, remaining in SA with, perhaps, their family home, a car or two and some furniture. In doing so,
they have (a) reduced the urgency to emigrate and (b) protected the global purchasing power of their
investments.

However, it’s very difficult for older people, with established roots in their communities, to up and leave. It’s
far better to send your money offshore (which is now legal) and remain in sunny SA, or better still, move to
the Western Cape, which many people have done and are still doing.

Several people approached me after the seminar and admitted to the fact that, as they have most (if not all)
of their assets offshore, it means the urgency to emigrate has somewhat reduced. Making use of the R1Im
investment allowance annually has also been a smart move, with returns in global funds/indices handsomely
beating the JSE over each subsequent period to date, each year calculated from the 1st of April of that
particular year. In some years, the outperformance has been as much as 40% over the nine periods |
measured in my calculations.

The only period during which local markets outperformed offshore markets was over the last year, mainly
due to the sharp downward correction in global markets and the strengthening of the rand from
R19.40/USD to, currently, R18.20/USD.

| would go further to suggest that the SDA has now become the foremost discretionary investment for most
people with disposable income to invest — not retirement annuities (RAs), local money market or anything
else. Therefore, move your money offshore easily and without hassles and beyond the reach of the ANC!
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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

Johannesburg  +27(0) 11 799 8100 Claremont +27(0) 21 1003901 SATELLITE OFFICES:

Sandton +27(0) 100351391 Bellville +27(0) 21914 9646  KZN: Arin Ruttenberg +27 84 582 8581

Pretoria +27(0) 12 347 8240 Stellenbosch +27 (0) 21 882 8706  FREE STATE: Iniel Van Zyl +27 72 298 3212

CPT Waterfront +27(0) 21418 1236 Val de Vie Estate +27 (0) 21 100 3901 NORTH WEST: Maria Smit +27 79 696 6860
George +27 (0) 44 050 6057 Mauritius 0023058435215 MPUMALANGA: Marise Reinach +27 72 795 3604

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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