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Investors should carefully

evaluate diversifying away
from the vulnerable South
African economy and stock
market in pursuit of more
promising opportunities,
particularly for long-term
capital that isn't needed to
support lifestyle expenses.

INVESTING WITH SA'S
LEADING BOUTIQUE
WEALTH MANAGER

WINNER 2020 & 2017 | RUNNER-UP 2023 & 2018
TOP 3 2022 & 2021 | TOP 4 2019
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OF INDEPENDENT ADVICE

DIVERSIFICATION
IS CRUCIAL

By Aidan James Freswick, Registered Financial Practitioner™ Brenthurst Bellville

THE SOUTH AFRICAN ECONOMY IS FRAGILE AND THE STOCK MARKET HAS SEEN
AN INCREASE IN DELISTINGS.

Over the last 10 years, SA investors have not been rewarded for taking equity-
type risks where most of their wealth was invested in the JSE. Smart investors
have started considering alternatives and offshore markets, seeking better

opportunities for long-term investments.

The number of delistings on the JSE is increasing, and local fund managers could
be under pressure to perform for their investors, with fewer stocks available to
buy.

You could argue that if you track the returns of the JSE over a period longer than
10 years, you’d discover some sort of “acceptable” return to compensate a long-
term investor. However, an annualised return of 1.74% from the JSE over 10
years should irk investors who have committed to remaining invested for long
periods of time and have accepted the levels of risk associated with equities.

The bull run during the Covid-19 pandemic was mainly due to strong perfor-
mance from commodity stocks. These stocks benefited from rising commodity
prices during the pandemic, as demand for commodities from China and other
emerging markets increased.
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https://www.moneyweb.co.za/financial-advisor-views/how-can-you-invest-offshore/

RETURNS FROM THE JSE OVER 10 YEARS:

UNABLE TO BEAT INFLATION. THE RISK TAKEN WAS NOT REWARDED WITH RETURNS.

160
Il FTSE/JSE All Share Index TR (18.74%) (1.74% annualized) |
|
14 [ ‘fli' q
FL A ! \ l. ¥
" | N '.'l.\ I M N Ii.
120 "W f fi P
o ! \
AP . rl-r b oA Iy f I',l
AR .Y wY i N ATy r'l
T A Yo’ Vi, i I " Bl
g Ty L N (
lrI g 11.ﬂ 1 . '.I i
. .r_. Hl'“'
\f i
| n

) |

£0 |

0 ' ; ;
18 Ot 2013 18 Apr 2016 18 Oet 2018 18 Apr 2021 18 Oect 2023

Source: Profile Data/Highcharts.com

SA’S DEBT CRISIS:

GOVERNMENT’S INABILITY TO CREATE ECONOMIC GROWTH PROSPECTS.

In recent weeks, news headlines have dominated the financial media over the ever-rising fiscal debt crisis
in SA, and a further $1 billion is being negotiated at the World Bank for investment into the failing energy
sector. A recent publication in Business Day suggests that SA’s widening budget deficit raises the prospect of

a fiscal crisis.

Although developed economies such as the US, too, have high fiscal debt levels, unemployment is low
and, therefore, the economy still thrives as consumer demand remains resilient. This is not the same for South
Africa, as the country’s unemployment rate is one of the highest in the world.

How does a possible fiscal crisis impact the South African economy?

The crisp and short answer is that, besides the borrowing cost of this debt exceeding R1 billion per day, it

means that the government cannot allocate finances to stimulus projects to create employment and economic
growth opportunities. This, too, poses a risk of wealth tax, exchange control tightening and higher taxes, which
will be felt by businesses and consumers.

TAKE YOUR FINANCES OFF THE GRID
OFFSHORE INVESTMENT

STRATEGIES THAT DELIVER

I CONTACT US NOW TO CREATE GLOBAL WEALTH I
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https://www.bwm.co.za/contact/
https://www.businesslive.co.za/bd/economy/2023-10-10-sas-widening-budget-deficit-raises-prospect-of-a-fiscal-crisis/
https://www.businesslive.co.za/bd/economy/2023-10-10-sas-widening-budget-deficit-raises-prospect-of-a-fiscal-crisis/
https://dailyinvestor.com/south-africa/9478/r1-billion-a-day-south-africas-rising-debt-servicing-cost/#:~:text=South%20Africa's%20debt%20servicing%20costs,day%20per%20South%20African%20citizen.
https://dailyinvestor.com/finance/13420/south-african-wealth-tax-warning/#:~:text=South%20Africa%20has%20an%20existing,taxable%20amount%20or%20income%20increases.

SOUTH AFRICA AND THE REST OF THE WORLD:

WE NEED FOREIGN INVESTMENT INFLOWS AND HIGHER EXPORT NUMBERS.

South Africa is a commodity-producing economy, and being an open economy, the reliance on the rest of
the world for stability and growth is big. Recent numbers indicate that foreigners are net sellers of South Afri-
can equities and bonds. This creates less demand for the rand and more demand for other developed market
currencies, overall contributing to gradual rand weakness over time. This, together with slowed-down exports
of SA commodities to major trading partners such as China, places pressure on fiscal revenue collection, nega-

tively impacts commodity prices and again contributes to a weaker rand.

HERE IS HOW THE RAND HAS WEAKENED OVER TIME:

RAND DEPRECIATION IS NOT GOOD FOR FOREIGN INVESTORS.

On average, the rand weakened against the USD over the long term. This is unfavourable for foreign investors,

as they earn less in USD or in their equivalent foreign currency terms.

19.0022 ZAR
Oct 13, 2023

13.3249

2018 2020 2021 2022 2023

Source: Bloomberg

OFFSHORE INVESTING REMAINS A CRUCIAL PART OF
A DIVERSIFICATION STRATEGY.
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https://www.moneyweb.co.za/financial-advisor-views/investing-offshore-a-diversification-strategy/

ADVISOR PROFILE: AIDAN FRESWICK | REGISTERED FINANCIAL PRACTITIONER™
Aidan is a Registered Financial Practitioner™ and is a registered member of the Financial Planning Institute of SA (FPI).

He has been active in the financial services industry since 2017 and joined the Brenthurst Wealth
team in August 2020.

Aidan has experience in various aspects of financial planning, including offshore investing, foreign
exchange, investments and retirement planning. He successfully completed the First Level Regulato-
ry Examination for Representatives, permitting him to provide advice to clients on a wide range of
investment-related matters.

Wealth management has always been Aidan’s career passion and he is currently pursuing a BCom
Financial Planning degree and working towards earning his CFP® designation. He is currently based
in our Tyger Valley office, where he assists clients from across the Cape Region.

Phone: +27 21 914 9646 | Email: aidan@brenthurstwealth.co.za

BRENTHURST

SERVICE OFFERINGS

° Investment Planning o Risk Planning

° Retirement Planning ° Forex Services

° Offshore Investments e Employee Benefits
° Trust Planning ° Offshore Trusts

° Estate Planning ° Offshore Portfolios
° Tax Planning . Global Properties

o BWM Share Portfolio e Global Wealth Management

MISSED ANY OF OUR
RALAL PREVIOUS ARTICLES?

| CLICK HERE TO READ PREVIOUS ARTICLES I

CONTACT ANY OF OUR HIGHLY QUALIFIED FINANCIAL ADVISORS
AT OUR 9 OFFICES COUNTRYWIDE TO DISCUSS YOUR INVESTMENT STRATEGY

Wealth managers are highly skilled and competent and can help you navigate the complexities of the invest-
ment landscape to build a well-diversified portfolio. The DIY approach can work for some, but research shows
that investors who use the expertise of professionals achieve better results over the long term.

BRENTHURST OFFICES:

Johannesburg +27(0) 11 799 8100 Claremont +27(0) 21 100 3901
Sandton +27(0) 10035 1391 Bellville +27 (0) 21 914 9646
Pretoria +27(0) 12 347 8240 Stellenbosch +27 (0) 21 882 8706
Cape Town Waterfront +27(0) 21418 1236 Val de Vie Estate +27 (0) 21 100 3901
George +27 (0) 82 551 3299 Mauritius + 2305843 5215

BRENTHURST SATELLITE OFFICES:
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.

Page 4 Brenthurst Wealth Management (PTY) LTD FSP No. 7833
November 2023 - Issue 568


https://www.bwm.co.za/investment-reports/
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