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MAKE THE MOST OF YOUR
NN N0 INVESTMENT PLAN WITH A TESA

By Stefan Janse van Vuuren, Financial Advisor at Brenthurst Wealth

“A TFSA allows an individual Very rarely does a single investment secure an individual’s financial security, but
to invest in various asset rather a collective of investments, each playing a role as part of an overall finan-
classes without having to cial plan. When used correctly, a tax-free savings account (TFSA) can be a vital

pay income tax, dividends cog in that plan.

tax or capital gains tax on - . . S L
prtatg TFSAs have been underutilised by investors since their introduction in 2015. To

their detriment, as the product allows for capital to compound without any
future capital gains tax implications. Unfortunately, many investors make the
mistake of opening a TFSA at their bank. TFSAs opened at major banks are mostly

the returns from these
investments. These accounts
can be opened with various
banks, asset managers, life

invested in money market instruments, the asset class which provides a sense of

insurers and stockbrokers. security, but the least amount of long-term capital growth.

www.bwm.co.za It would be in the investor’s best interest to rather open a TFSA at any of the
leading platforms in South Africa that allows the investor to invest in equities —
INVESTING WITH SA’S the asset class which has proved to provide superior capital growth over the

LEADING BOUTIQUE long term.

WEALTH MANAGER 2021 . . .
Importantly, investors must understand the role of the product in their overall

financial plan. The benefits are negated if the capital is not left to compound for
as long as possible — we are not talking months or years, but decades.
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You don’t have to take my advice, but please lend your ears to legendary
investor Charlie Munger, who iterates this by saying “the first rule of
compounding is to never interrupt it unnecessarily”.

—
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A TFSA allows an individual to invest in various asset classes without having to pay income tax, dividends
tax or capital gains tax on the returns from these investments. These accounts can be opened with various

banks, asset managers, life insurers and stockbrokers.

A vital part of investors’ due diligence is to familiarise themselves with the product’s rules before investing.

An individual only has a R500 000 lifetime allowance and R36 000 per year (R3 000pm). If investors exceed
these allowances, they face tax penalties. Once capital is withdrawn from a TFSA, it is not possible to recover
any part of that allowance. Further reasons for investors to avoid dipping into their capital, at all costs.

The graph below 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).
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THE GOAL WOULD BE TO FULLY UTILISE THE R500 000 ALLOWANCE AS SOON AS POSSIBLE (i.e., maximising
the R36 000 per annum each year), and then leave the capital to compound for as long as possible. Due to
the benefits of a TFSA only being realised if left to compound for the long-term, the product is especially
beneficial for younger generations.

YOUNG PROFESSIONALS SHOULD SERIOUSLY CONSIDER SAVING R3 000 PER MONTH IN A TFSA AND NOT A
RETIREMENT ANNUITY (RA). TFSAs have no limit on offshore exposure and if needed, the capital can be
accessed before the age of 55. RAs limit offshore exposure to 30% and the capital cannot be accessed until 55.

TFSAs ARE GREAT AS SAVINGS PLANS FOR CHILDREN, IF USED CORRECTLY

This is only advised if spending the money can be deferred for
as long as possible. If not (e.g., saving for tertiary education)
rather open a normal discretionary investment in the child’s
name or a TFSA in one of the parents’ names, so as not to mis-
use a child’s R500 000 lifetime allowance.

Children are not liable for tax until they start earning an
income, therefore opening a discretionary investment, and
keeping their R500 000 allowance intact could prove effective.
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ADVISOR PROFILE
STEFAN JANSE VAN VUUREN, Financial Planner at Brenthurst Stellenbosch

STEFAN joined the Brenthurst Wealth team in November 2019 as a Financial Advisor at the
Stellenbosch office.

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 lll candidate and will, in time, pursue his studies further in
order to obtain his Postgraduate Diploma in Financial Planning.

Stefan is fully qualified to give advice on all investment matters.

Phone: +27 (0) 21 882 8706 | Mobile: +27 82 320 5153 | Email: stefan@brenthurstwealth.co.za

CONTACT ANY.OF OUR HIGHLY QUALIFIED FINANCIAL ADVISORS
AT OUR 8 OFFICES COUNTRYWIDE TO DISCUSS YOUR INVESTMENT STRATEGY
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e video here : ' https:7/Awww.bwm.co:za/seminars/

BRENTHURST OFFICES:

Johannesburg +27(0) 11 799 8100 Claremont +27(0) 21 100 3901
Sandton +27(0) 10 035 1391 Bellville +27 (0) 21 914 9646
Pretoria +27(0) 12 347 8240 Stellenbosch +27 (0) 21 882 8706
Cape Town Waterfront +27(0) 21 418 1236 Val de Vie Estate +27 (0) 21 100 3901

Mauritius 00 2305843 5215
BRENTHURST SATELLITE OFFICES:

GARDEN ROUTE | KWAZULU-NATAL | FREE STATE | MPUMALANGA | NORTH WEST

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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