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                          OF INDEPENDENT ADVICE          

THE POWER 

“Since the introduction of  

Tax-Free Savings Accounts 

(TFSA) in SA in 2015 

 it quickly became a popular 

savings vehicle, especially 

 for children and younger 

 investors.” 

 

INVESTING WITH SA’S 
 LEADING BOUTIQUE 

 WEALTH MANAGER 2021 

By Stefan Janse van Vuuren, Financial Planner at Brenthurst Wealth Stellenbosch 

Since the introduction of Tax-Free Savings Accounts (TFSA) in SA in 2015 it 

quickly became a popular savings vehicle, especially for children and younger 

investors. If used optimally this is a very useful option for all investors, if  

included in an overall investment plan.  

 

Even though much has been written about TFSA’s since their introduction, the 

product remains under-utilized. Much of this probably has to do with the mis-

perceptions caused by “savings” part of its name (Tax-Free Investment Account 

would have been a more appropriate name). Many investors make the mistake 

of opening a TFSA at their bank. Tragically, this nullifies the products true bene-

fit – the ability to have capital compound tax-free. 

 

TFSA’s opened at major banks are mostly invested in money market instruments, 

the asset class which provides the least amount of long-term capital growth,  

especially in the current low interest environment. All the leading platforms in 

South Africa offer TFSA products that allows the investor to invest in equities – 

the asset class which provides superior capital growth over the long-term. 

 

The trick with TFSA’s is not to think in months or years but in decades.  

As the tax benefit is not immediate as with, for instance, retirement annuities, 

you will not taste the fruits of your frugality until years later. An individual only  

has R500 000 lifetime allowance and R36 000 per year (R3 000 p.m.).  

If you with-draw from your TFSA’s, you cannot recover any part of that allowance. 

Therefore, an investor should understand their objective for opening a TFSA – 

and at all costs avoid dipping into the capital. 

WINNER 2020 & 2017 

www.brenthurstwealth.co.za 

https://www.biznews.com/wealth-advisors/2021/07/26/The-tax-free-savings-account-has-value-in-an-overall-financial-plan-Issue-342-February-2020.pub_.pdf%20(bwm.co.za)
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The below graphic not only shows the compounding effect, but the tax savings (at 30% tax rate) if invested 
in a TFSA (10% pa growth, 50/50 split in investment return between interest and capital gain, R36 000 per 
year contribution until R500 000 limit reached). 

The goal would be to fully utilise the R500 000 allowance as soon as possible, and then leaving the capital to 

compound for as long as possible. As far as financial advice goes, one cannot do much better than Charlie 

Munger, who iterates this by saying “the first rule of compounding is to never interrupt it unnecessarily”. 

 

Many parents open TFSA’s for their young children to save for their tertiary education. Instead of opening a 

TFSA in the child’s name, rather open a normal discretionary investment in the child’s name or a TFSA in one 

of the parents’ names. Children are not liable for tax until they start earning a decent income, therefore using 

up a child’s R500 000 allowance only to withdraw the capital in the short-to-medium term is not an effective 

use of this investment option. 

 

If your financial circumstances allow you to contribute to TFSA’s for your children and cover their tertiary 

education fees the money can be left to further compound.  
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THE BELOW GRAPH SHOWS THE RESULTING OUTCOMES AT VARIOUS TIME INTERVALS AND HOW A TFSA 
CAN REWARD AN INDIVIDUAL’S SELF-DISCIPLINE AND PATIENCE.  

TFSA VALUE IN FUTURE MONEY TERMS 

TOTAL CONTRIBUTIONS 

TAX SAVINGS (30%) IN FUTURE VALUE TERMS 

NUMBER OF YEARS 
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THE YEARLY LIMIT OF R36 000 FORCES YOU TO HAVE DISCIPLINE TO MAXIMISE  

THE TAX-FREE COMPOUNDING BENEFITS.  
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BRENTHURST OFFICES: 

Brenthurst Wealth Management (PTY) LTD  FSP No. 7833 

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. 

BRENTHURST SATELLITE OFFICES: 
GARDEN ROUTE | KWAZULU-NATAL | FREE STATE | MPUMALANGA | NORTH WEST 

CONTACT ANY OF OUR HIGHLY QUALIFIED FINANCIAL ADVISORS AT OUR OFFICES COUNTRYWIDE  

TO DISCUSS YOUR INVESTMENT STRATEGY  READ > BRENTHURST INVESTMENT PLANNERS 

ADVISORS PROFILE: STEFAN JANSE VAN VUUREN, FINANCIAL PLANNER | BCom Hons Financial Analysis 

STEFAN joined the Brenthurst Wealth team in November 2019 as a Financial Advisor 
at the Stellenbosch office. He currently works under the direct supervision of Sonia 
Du Plessis, while also assisting all other financial advisors in Cape Town. 

He has obtained his BCom degree in Investment Management and a BCom (Hons.) 
in Financial Analysis from Stellenbosch University. 

He is also currently a CFA Level ll candidate and will, in time, pursue his studies 
further in order to obtain his Postgraduate Diploma in Financial Planning. 

Tel: +27 21 882 8706  | Mobile: +27 82 320 5153 | Email: stefan@brenthurstwealth.co.za  

Thanks to the 8th wonder of the world – compound interest – maximising your R500 000 allowance as 
soon as possible and then staying the course could fund your children’s studies, a business venture or 
early retirement. Read more about tax-free investments. 
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Four investment experts - Magnus Heystek, Magda Wierzycka, Mike Schüssler and Glyn Owen review 

economic realities and unpack key trends for offshore investing. BRENTHURST WEBINAR, 29 July 2021 

THE GLOBAL ECONOMY IS POISED TO STAGE ITS MOST ROBUST POST-RECESSION RECOVERY IN 80 YEARS IN 2021.  

https://www.youtube.com/
watch?v=roXDXPiXx44&t=1311s 

https://www.bwm.co.za/investment-strategist-planners/
https://www.bwm.co.za/wp-content/uploads/2018/05/45.-Tax-Free-Investments-Retirement-Annuities-Issue-262-February-2017.pdf
https://www.youtube.com/watch?v=roXDXPiXx44&t=1311s

