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Investing locally or offshore can be challenging with so much more to consider

For an investor than just market returns and costs. Various structures are available to make

committing a large offshore allocations, whether it is a share portfolio, unit trust or structured

note, with different tax regimes applicable to respective jurisdictions like

inheritance tax in the UK or estate duties in the US, as well as capital gains
and income taxes back home.

lump sum to an
offshore investment,

an offshore endowment

wrapper with a If you are a higher income earner looking for an investment that will result
in you paying less tax, while still following a growth investment strategy,
and where maximum liquidity is not essential, then an endowment may just
be the right investment option for you.

South African insurer can
offer estate planning and

tax advantages.
Two options for liquidity are available within the first five years of this invest-
FOR MORE INFO CONTACT US ment option. One full or partial withdrawal of the capital or one partial inter-
www.brenthurstwealth.co.za o5t free loan is available. After five years the investor has access to the
liquidity of capital, but with the tax benefits.

BRENTHURST AWARDED
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An endowment policy is a type of vehicle that is often misunderstood.

A common misconception is that an endowment is a type of investment. It is
not an investment in itself — it is rather an investment vehicle that holds an
underlying investment fund. A decision to use an endowment vehicle should
JHB ( HQ) +27 (0) 11 799 8100 primarily be made for both tax and estate planning reasons, in addition to

JHB (SANDTON) +27 (0) 10 035 1391 investment reasons.

PTA +27 (0) 12 347 8240

CAPE TOWN +27 (0) 21 418 1236

BELLVILLE +27(0) 21 914 9646 It is important to emphasise that endowment policies have changed over the

Cola +27(0) 21 418 1298 years. It is no longer the structured life and disability instruments of the past,
STELLENBOSCH +27 (0) 21 882 8706

PAARL (VAL DE VIE) +27 (0) 21 882 8706 which were usually long term policies. These days they are pure investment
MAURITIUS +2305843 5215 products, which cost structures have become rather competitive over time.
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An endowment makes sense when you have an individual marginal tax rate of over 31%, as it simplifies
offshore investments tax implications — because it is taxed within the product itself — thus transferring
the onus of the calculation and payment of tax on offshore investment earnings to an investment

administrator. Furthermore, it is easy to appoint a beneficiary — where proceeds could therefore be
paid relatively quickly to a on death and where no executor fees are payable.

More and more South Africans are using their investment allowances to invest offshore. To this end
they use either the R1 million single discretionary allowance or the R10 million allowance that requires
a tax clearance certificate allowance, or both. This article will attempt to identify some of the advantages
of using an offshore endowment policy with a South African insurer.

An endowment policy with a life assured allows the owner to nominate a beneficiary. This is the per-
son to whom the proceeds will be paid on death of the life assured. In the offshore world this is a major
advantage as it helps to avoid the problem of probate. Probate is the process whereby a foreign estate
has to be wound up and can prove particularly problematic.

Let us look at an example where John dies in South Africa. He has two offshore investments not in an
endowment wrapper: One is in the UK and one in Jersey. John’s local executor has to engage with two
offshore executors to help wind up the foreign portion of the estate. This can be time consuming, espe-
cially given the fact that the South African Master requires an original will, and so do the offshore
authorities. It can also be expensive. In addition, if the offshore amounts are small, it will be difficult to
find anyone offshore willing to do the work. Because the amount they will be able to charge is limited, it
will not be worth their time.

IF, HOWEVER, THE TWO OFFSHORE INVESTMENTS ARE IN AN ENDOWMENT WRAPPER, THEN THE
NOMINATED BENEFICIARY IS SIMPLY PAID. THERE IS NO NEED TO GO THROUGH THE FOREIGN PROBATE
OR WINDING-UP PROCESS.

This is obviously much quicker and cheaper. It should also be noted that most South African insurers
have very creative products that allow the proceeds, or the actual policy itself, to move to nominated
beneficiaries without having to pass through the estate. This applies in the case of both a beneficiary for
proceeds (where the life assured dies) and a beneficiary for ownership (where the policy owner, who is
not the life assured, dies). The ability to nominate a beneficiary also ensures that the proceeds will not be
subject to executor’s fees. Estate duty will, however, not be avoided as the policy is still an asset in the es-
tate, even though the executor is not handling the proceeds.

ENDOWMENT
POLICY

Investment

Insurance
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A similar structure is available to local investors to access the tax benefits.

Although, as discussed above, the policy will be estate dutiable in the deceased South African estate, at
least there will not be any estate duty offshore because all these policies are registered in tax centres.

CONCLUSION

For an investor committing a large lump sum to an offshore investment, an offshore endowment
wrapper with a South African insurer can offer estate planning and tax advantages. However, make

sure to check the costs on such an investment and also take professional tax advice. Each case is
dependent on its own facts and there should not be a “one-size-fits-all” approach.

AS WITH ANY INVESTMENT DECISION, CHANGES TO PORTFOLIOS OR ASSET CLASS SELECTION MUST

FIT THE INDIVIDUAL INVESTOR’S RISK PROFILE,INVESTMENT GOALS AND LONG-TERM FINANCIAL
PLANNING STRATEGY.

PLEASE DO NOT HESITATE TO CONTACT ANY OF OUR HIGHLY QUALIFIED
FINANCIAL ADVISORS AT OUR OFFICES COUNTRYWIDE. READ MORE >> WEALTH MANAGERS

ADVISOR PROFILE: GUSTAV REINACH, FINANCIAL PLANNER

GUSTAV joined Brenthurst Wealth in 2018 and is currently based in Pretoria (Gauteng)
as a Junior Financial Advisor.

He obtained a B.Com Economics degree from the University of the Free State with a
focus on key subjects such as Investment Management & International Economics.

| Gustav successfully completed his First Level Regulatory Examination for Representa-
tives, which enables him to furnish advice to clients on all investment-related matters.

Gustav’s previous experience includes the analysis of white label and hedge funds, as
well as financial planning for individual clients focusing on their investment portfolios.

Email: Gustav@brenthurstwealth.co.za Phone: + 27 12 347 8240 | Mobile: + 27 83 267 5329

BRENTHURST AWARDED TOP WEALTH MANAGER IN SA 2020

Brenthurst wealth was voted Top Boutique Wealth Manager in the country in the 2020 Intellidex
Wealth Manager and Private Banks Survey, and ranked in the top 5 in 5 other categories.
Click here to read more >> Brenthurst-voted-Top-Wealth-Manager-in-SA

BRENTHURST SERVICE OFFERING:

INVESTMENT PLANNING WILLS & ESTATE PLANNING LIFE / BUSINESS INSURANCE
RETIREMENT PLANNING TAX PLANNING EMPLOYEE BENEFITS
OFFSHORE INVESTMENTS FOREX SERVICES GLOBAL PROPERTY
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