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Holding thumbs 
The year 2018 was not the best of years for many. The economy wasn't great 

and investment returns were on a rollercoaster of mostly downs thanks to pol-

itics and Steinhoff to name but a few. Perhaps its wishful thinking but people 

in the know say that 2019 will be better. Most of us are crossing fingers. 

believe that there is decent value in SA 
equities, way better than five years ago 
and that investments should produce in 
excess of 10% p.a. over the next four 
years. 

Local outlook 

So what are the big Issues for 2019? Well, 
locally it’s all politics naturally. 

The 2019 general election – where an 
IPSOS poll conducted in June 2018 sug-
gests that the ANC could improve their 
majority to 60% from 54%. This should 
give President Ramaphosa more support 
to make more meaningful government 
changes. 

Fighting the unions – this will start with 
government employees as expenditure 
needs to be redeployed into more income
-producing assets, such as infrastructure. 
The first big battle is likely to be with 
Eskom where a rumoured 30% of staff 
could be retrenched this year. 

A Moody’s debt downgrade is still unlike-
ly. Although it is unlikely to bring about a 
material increase to 2019’s economic 
growth (currently forecast at 1.9%), fur-
ther critical government structural chang-
es to boost economic growth should go 
some way to prevent an ultimate down-
grade to junk status. 

Let’s be frank! When investment perfor-
mance is disappointing, managers look to 
the longer term to justify their returns. 
This is perfectly acceptable as it has been 
proven that the best returns are realised 
over a longer time period, +10 years.  The 
JSE has produced a 12.7% p.a. return 
over the last 10 years and 16% p.a. over 
the last 40 years. 

However, disappointment comes largely 
with unrealistic investment return expec-
tations which correlates frequently with 
investing in an investment portfolio that 
does not suit your personal risk profile. 

2018 was an awful year for equity mar-
kets. The JSE All Share Index was down 
8.5% and the MSCI World Index was 
down 10.1% in US Dollars. There have 
been far worse years such as 2003 and 
2008 where the market slumped 40% 
and 32% respectively. However, the big 
concern for some investors is that over 
the last five years, the SA stock market 
has only returned 5.8% p.a. versus infla-
tion of 5.4%. 

The bottom line is that the sluggish re-
turns over the last five years, coupled 
with an 8.5% decline in 2018 has been a 
correction of overvalued markets re-
sulting in far more attractive investment 
opportunities today. Some specialists 
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A range-bound Rand / Dollar. We expect 
the Rand to continue to remain range 
bound between 13.50 and 14.50 to the 
US Dollar in 2019. This will be largely driv-
en by global market flows in and out of 
emerging markets. Although the funda-
mental fair value of the Rand to the US 
dollar is around 12, this stronger value is 
only likely to be realised towards the end 
of 2019 if successful government changes 
materialise. 

International outlook 

A strong global economy, but risks are 
rising: 

Increased interest rates – The jury is out 
on how much more the US will raise rates 
in 2019. Rising interest rates slow eco-
nomic growth and provide other areas to 
invest in, which equity markets don’t like. 

Trade wars and populist political tension 
These are unknown outcomes that are 
fuelling further market fear. 

A transforming Chinese economy – As 
China moves its economy more to con-
sumer services, will strong economic 
growth persist? 

Investment Outlook for 2019 

Investment returns will possibly be better 
in 2019. Much of the global disruptions 
and bad news anticipated for 2019 are 
priced into the market. However, sector 
selection will be important, such as local 
vs offshore, developed vs emerging econ-
omies, industrial vs financial vs resources. 
Big diversions in these different areas 
have created opportunities and therefore 
there may well be large differences in 
fund performances. 

Volatility is likely to remain in 2019, but it 
brings great investment opportunities. 
Choosing the right investment/unit trust 
is key. Although there may be more value 
in local versus offshore investments, it 
may be best to maintain a conservative 
approach as a ‘new’ political landscape 
unfolds. 

Re-addressing your investment goals in 
order to ensure your risk profile is aligned 
with your investment strategy is advisa-
ble. Let me assist you formulate a finan-
cial plan to ensure the most appropriate 
investment strategy is in place. 

What is a Living Annuity? 

A Living Annuity account is a post-retirement investment vehicle that allows you to invest your retire-
ment savings and provides you with a monthly income or pension, while targeting further growth on the invested capital. 

You are able to transfer your pension fund, provident fund or retirement annuity savings into a living annuity account, after the age of 55. 

You are able to specify your own income in line with regulations (between 2.50% and 17.50% per annum), however it is recommended I assist 
you with choosing the correct income withdrawals to meet your needs. I will be able to assist you with selecting the best suite of unit trusts to 
match your risk profile and individual needs. 

The capital in your living annuity will pass to your nominated beneficiaries if you die and can be paid out immediately, which means that you do 
not have to wait for the entire estate to be wound up for dependents to receive the monies. 

What does range-bound mean? 

When a market, or the value of a particular 

stock, bond, commodity or currency, moves 

within a relatively tight range  for a certain   

period of time.  
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The emotional trauma (or elation) of a divorce often leaves both parties dazed 

and numbed – and in no state of mind to think of estate planning. If you are re-

cently divorced it is important to review your planning, sooner rather than later.  

nated ex spouse. 

But if the death happens more than three 
months after the divorce, the Will is imple-
mented as it stands, even if this leaves the 
ex-spouse as the rather fortunate recipient 
of the estate to the detriment of a new 
spouse, children and other family members. 

An example 

Mr Splitsville (of course this example could 
equally apply to Mrs Splitsville) dies five 
years after a particularly acrimonious di-
vorce. After his death it transpires that he 
had neglected to revoke his previous Will, 
executed at the time of his marriage to his 
ex wife. In this Will he had done the popular 
“thing” for newly married couples - leaving 
his entire estate to his beloved wife “Mrs 
Splitsville”. His family (and in particular any 
new wife he may have acquired along the 
way) will be horrified to learn that his ex 
wife will inherit everything! 

And to add insult to injury, if he has over-
looked changing his beneficiary nomina-
tions on his life assurance policies, leaving 
his ex-wife as the appointed beneficiary on 
those, then she stands to receive his life 
assurance too! 

A failure to review the beneficiary nomina-
tions on the divorcee’s life assurance poli-
cies creates the second hidden danger. The 
Wills Act does not apply to policies. Here 

The parting of ways 

There are a number of hidden dangers 
which could result in your ex-dearly be-
loved walking off with not only your 
house but also your investments, car and 
life assurance on your death, even if you 
die many years after your parting of 
ways. 

Grace period 

The first danger awaits the divorcee who 
overlooks reviewing their Will. Our law 
effectively gives a divorcee a three-
month “grace period” from the date of 
their divorce to get their Will in order. 
The Wills Act of 1953 deals with the situ-
ation where a person leaves a Will exe-
cuted before their divorce in which their 
ex-spouse is an heir or beneficiary. It pro-
vides that if a divorcee dies within three 
months of their divorce, his or her ex-
spouse, even if nominated in the de-
ceased’s Will as an heir or beneficiary 
shall be disqualified from inheriting. This 
is unless it appears from the Will that the 
deceased intended to benefit the ex-
spouse notwithstanding their divorce. If 
the divorcee dies within the three month 
grace period, the law allows the di-
vorcee’s other heirs nominated in the 
Will, or failing such nomination, then the 
deceased’s “intestate heirs” (i.e. new 
spouse, children or closest blood rela-
tives) to inherit in the place of the nomi-

The announcement by Amazon founder Jeff 

Bezos, the world's wealthiest man, and his 

wife that they will divorce has captivated 

the imagination - how will they split his 

giant fortune, estimated at $136 billion? 

And what will happen to the Internet retail 

giant - will his soon-to-be ex get a signifi-

cant stake, and how would that affect his 

control of the company? 

The former MacKenzie Tuttle knew the 54-

year-old Bezos before fame and wealth 

came calling. 

The couple met in 1992 when he was a 

hedge fund manager on Wall Street, before 

he became an entrepreneur who changed 

the way hundreds of millions of people live. 

They married less than a year later. 

She was by his side for the entire Amazon 

adventure, from the company's humble 

beginnings in his Seattle garage in 1994 to 

its mammoth success today. They have 

four children - three sons and an adopted 

daughter - aged up to their late teens. 
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the nominated beneficiary registered with 
the 

assurer at the time of death normally has 
a contractual right to claim payment of 
the policy proceeds – even if the life as-
sured drops dead on the court steps just 
having been granted a divorce from that 
beneficiary. No grace period applies at all. 

The answer is of course simple: as soon as 
your intentions change regarding who is 
to receive your estate and life assurance 
proceeds on your death, you must make 
the necessary changes to your Will and 
beneficiary nominations. This is probably 
sound advice whether you are newly 
eloped, “shacked-up”, married, separated 
or divorced. 

The Kids 

The next hidden danger catches out di-
vorcees with young children from their ex-
spouse. It is created when the divorcee 
nominates their young child or children as 
beneficiary of their policies. While this 
seems logical, the problem is that the as-
surance company will usually honour your 
wishes explicitly – possibly too explicitly – 
by making payment into a bank account 
opened in the name of the child. 

Even if you have been granted custody of 
your child, it is likely that your ex-spouse 
remains a co-guardian of the child with 
you. And there’s the danger: as guardian 
of your minor child after your death, your 
ex-spouse will have virtually full control 
over that child’s banking account. Your 
intricately planned and well intentioned 
testamentary (Will) trust might protect 
assets such as a house, car and invest-

ments left in your Will to your young child. 
However, life assurance proceeds do not 
necessarily pay out through your Will. Your 
financial advisor can assist you to plan your 
policy beneficiary nominations so that pro-
ceeds payable to young children are pro-
tected by such a trust. 

The Taxman 

The final planning danger for the divorcee 
is that posed not by their “ex”, but by 
someone with whom they will have a rela-
tionship with “until death them do part” – 
the taxman. On the death of a taxpayer, 
their deceased estate is assessed for 
“estate duty”: the net value of the estate 
(including the value of life policies and 
group life assurance payable on death) 
that exceeds an amount of R3.5m is levied 
with a duty of 20% (plus an extra 5% on 
any excess over R30m). However, a defer-
ral of the duty is available to married cou-
ples – any assets left to a surviving spouse 
(including a “common law” spouse) are 
exempted from duty. This generous con-
cession is not extended to the divorcee 

(unless they have remarried and left 
assets to a new spouse). Married cou-
ples that leave their entire or a substan-
tial portion of their estates to one an-
other will not pay estate duty (on the 
death of the first-dying spouse). 

But I the deceased was divorced and 
single at death, the estate duty exemp-
tion doesn’t apply. The deceased es-
tates may now become liable for estate 
duty, reducing the amount available for 
their heirs. Thus in Mr Splitsville’s exam-
ple, if he makes the necessary changes 
to his Will and policy nominations, and 
dies leaving a R2m estate and a R2m life 
assurance policy to a trust for his chil-
dren, his estate will be liable for R100 
000 in estate duty [(R2m+R2m)-
R3.5m=R500 000 x 20%= R100 000]. 

So to those of you who are reading this 
while while you are sitting in your di-
vorce lawyer’s waiting room, our advice 
is simple: seek advice from your finan-
cial planner too. 


