




South Africans are nothing if not resilient. 
We’ve come through yet another turbulent 
period, but I believe our collective resilience 
will see us succeed. We have to take 
ownership and make things happen.

The theme of this year’s i3 Summit, hosted 
by Glacier and Sanlam Investments, was 
‘Decide. Design tomorrow today.’ Speakers 
considered what we need to do today to 
create a confident approach to the future. 
You can read more about what they had to 
say further on in this publication.

Also in this issue, political commentator 
Justice Malala explains why he thinks the 
road ahead is not a smooth one and 
that turbulence will be with us for a while. 
 Mark Phillips, Portfolio Manager at Sanlam 
Investments Multi Manager, questions how 
investors make sense of their environment, 
now that elections are over and government 
 mends the country’s developmental and 
economic fortunes.

Boitshepo Gaitate, an Applied Behavioural 
Economics Associate at Genesis Analytics, 
points out that people – and their financial 
decisions – are actually more irrational 
than we realise. Understanding behavioural 
economics helps guide clients to make 
better investment decisions. We also 
highlight some of the key points made 
by Diane Seccombe, Head of Tax Training 
at Mazars, at a recent seminar, where she 
showed just how crucial tax planning is to 
an overall financial plan.

We hope the articles provide food for 
thought, and we wish everyone success for 
the second half of the year.

Khanyi Nzukuma 
Chief Executive: 

Glacier by Sanlam
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Flying through  the storm
DECIDE NOW. DESIGN 
TOMORROW TODAY – 
A WRAP-UP OF i3  
SUMMIT 2019
‘Decide. Design tomorrow today’  
was the theme of the sixth annual i3  
Summit, hosted by Sanlam Investments 
and Glacier by Sanlam at Spier Wine 
Farm on 11 June and Sandton  
Convention Centre two days later.

This year’s summit centred on the 
importance of considering all the  
investment options available and 
making the right decisions now to 
create a confident approach to the 
future that can ensure a positive  
outcome for investors.

‘We have the power to design our 
futures and create a world where we 
can all can prosper,’ Nersan Naidoo, 
Chief Executive of Sanlam Investments, 
told delegates in his opening address. 
‘There has never been a better time 
to be an investor.’

Khanyi Nzukuma, Chief Executive of 
Glacier by Sanlam, concurred, point-
ing out the pivotal role of thought 
leadership investment conferences 
such as the i3 Summit to ensure that 
as custodians of investors’ wealth, 
the financial industry stays relevant 
and ahead of the curve in finding the 
best outcomes for clients.
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Adding polish and shine to the event 
was the MC, acclaimed TV personality
Lerato Mbele-Roberts, who introduced
 an exciting line-up of speakers. They 
included the guest of honour and 
former Public Protector, Professor 
Thuli Madonsela, and acclaimed  
heuristics expert Professor Baba Shiv 

of Stanford University in the US. 

Against a somewhat bleak socio-
economic and political backdrop, 
three industry experts explored a 
synopsis of current investment  
industry trends. They illustrated that 
with some innovative thinking and 
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creative portfolio construction,  
positive investment outcomes are 
well within reach for investors.

‘Eagles fly into storms – they use the 
winds to gain altitude and rise above 
the tempest’, was one of the motiva-
tional thoughts Professor Madonsela 
expressed in her keynote address. 
This is an encouraging metaphor to 
bear in mind for anyone in the invest-
ment industry – particularly in the  
current economic climate. She  
emphasised the importance of social 
enterprise, which requires a balance 
between investment, wealth creation 
and addressing social injustice and 
inequality.

Neural networks: how they shape 
your (client’s) emotions, motivation 
and decision-making

Like it or not, emotions drive 90–95% 
of our decisions, said Professor Shiv, 
Sanwa Bank’s Professor of Marketing,
Co-Director of the Strategic Marketing
Management Executive Programme, 
and Director of the Innovative Tech-
nology Leader Executive Programme 
at Stanford’s Graduate School of  
Business.

Drawing on intriguing research on 
the emotional brain, he identified its 
powerful role in shaping human  
decisions. He explained how people 
can learn to regulate neurochemicals 
like serotonin and cortisol, which 
affect everyday decision-making, to 
be able to make better investment 
decisions.

‘When making decisions on behalf 
of clients, always do it through the 
lens of the human emotional brain. If 

you pit the emotional brain against 
the rational brain, it is the emotional 
brain that wins every time,’ Professor 
Shiv said.

It pays to be tech-savvy – but don’t 
get caught up in the ‘hype cycle’!

Richard Clode, Portfolio Manager on 
the Global Technology Team at Janus 
Henderson Investors, gave an illumi-
nating presentation on ‘Investing in 
disruption’ – an analysis of just how 
important technology has become 
as a disruptor in driving returns. Tech 
promises to be a critical player in, and
an enabler of, portfolio construction.

One of the most intriguing statistics 
he quoted was that 75% of millennials 
would more readily purchase financial 
services from a tech company than a  
traditional financial services provider. 
That said, the role played by human 
advisers continues to be relevant 
(read ‘essential’) in well-constructed,  
cogent portfolios.

‘Not all technology stocks are created 
equal. Some stocks disappoint and 
could turn into “zombies”, so be sure 
to avoid the “cycle of hype” that is  
common among tech stocks. Always
interrogate thoroughly what’s trending. 
Be discerning, be selective,’ Clode 
warned.

A compelling case for factor  
investing (or smart beta)

Kingsley Williams, CIO at Satrix, out-
lined the ways in which portfolio 
construction could be revolutionised 
using style factors such as momentum, 
value, quality and yield. In his 
presentation on ‘Factor investing’, 
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Kingsley likened building a portfolio 
(in particular, using factor investing) 
to harvesting various water sources 
in a drought. He shows how capturing 
water is much akin to harvesting  
certain risk premia or styles in  
investing, popularly known as factors. 

During adverse market conditions 
(likened to a drought) factor investing
offers a cost-effective and more  
predictable source of return. ‘One of 
the most valuable attributes of factor 
investing is that it removes the  
emotion and other human  
behavioural biases so common to 
investors. Its rules-based and  
systematic nature helps us navi-
gate the tough investment decisions 
that our emotions, such as fear and 
greed, may sometimes hinder.’

An alternative (investment) universe

Gavin Ralston, Head of Official Insti-
tutions and Thought Leadership at 
Schroders, presented on how to find 
additional sources of return in port-
folios and lower risk using alternative 
asset classes. He noted that in the 
next decade investors would not  
see the double-digit returns from 
traditional asset classes experienced 
in the past.

‘Traditional asset classes like equities 
and bonds are just not going to yield 
those above-inflation-plus returns 
that our clients are looking for. We 
have to venture off the beaten path 
in search of alternative investment 
vehicles that can reveal those hidden 
sources of alpha.

i 3  S U M M I T
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‘Investing in alternatives is by no 
means easy, but definitely worth  
pursuing. They give you higher  
returns, are a powerful diversifier, 
offer broader exposure to economic 
growth, lower risk, and generally offer 
a smoother overall return profile,’ he 
said.

Pulling together the threads 

In the panel discussion that rounded 
off the day, facilitator Leigh Köhler, 
Head of Investment Solutions at  
Glacier, summarised three additional 
nuggets from the keynote presenters: 

1. To meet the need for stability,  
 especially in long- term portfolios  
 like living annuities, alternative 
 asset classes such as infrastructure 
 and private debt are great  

 diversifiers and potential sources   
 of return.

2. In South Africa, balanced funds 
 are more popular  than hedge  
 funds as the latter previously did   
 not protect portfolios well following  
 the 2008 global financial crisis. 
 But hedge funds could be coming
 back into vogue if down markets
 persist.

3. Technology can protect investment 
 strategies in  a number of ways,   
 two of them being:
  • Data scientists are necessary to
   analyse, organise and prioritise
   data to enable investment  
   decision-making criteria.
  • Technology can drive investment  
   platforms.
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Turbulence
IS HERE TO STAY
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P O L I T I C S

The ANC won the May elections  
comfortably and President Ramaphosa 
appointed a cabinet generally regarded 
as heralding a brave, if tentative, new 
era of delivery. Yet events immediately 
afterwards weren’t as promising.  
Justice Malala assesses what this 
means for the future.

The cracks appear

Remember the date – Tuesday 4 
June 2019 – the day when the biggest 
and most glaring crack in South  
Africa’s post-election euphoria  
appeared. That crack will define the 
next five years because it speaks, 
more eloquently than any other factor, 
of the deep divisions that bedevil the 
ANC and the challenges confronting 
President Cyril Ramaphosa.

On 4 June ANC Secretary-general 
Ace Magashule told a press  
conference the governing party’s  
National Executive Committee had 
resolved that the South African  
Reserve Bank’s (SARB’s) mandate 
should be expanded.

‘[The meeting] also directed the ANC 
government to consider constituting 
a task team to explore “quantity- 
easing” measures to address inter-
governmental debts to make funds 
available for developmental purposes.
These measures should consider  
inflationary impact on the currency 
and the poor, and all must be done to 
cushion them,’ Magashule said.

The reaction was swift and brutal. The 
rand weakened substantially against 
major currencies, appalled economists 
wondered what ‘quantity easing’ was 
(the correct term is ‘quantitative eas-
ing’), linguists pored over the poor 
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sentence construction, while 
investors and ordinary South Africans 
were left scratching their heads 
about what it all meant. Was the 
chief operating officer of the ANC 
seriously talking about printing  
money for cash-guzzling state-
owned enterprises (SOEs) and  
developmental projects?

It was such a shift in ANC policy that 
renowned economist and CEO of Pan
African Investment and Research 
Services, Dr Iraj Abedian, was moved 
to say, ‘It’s profoundly concerning 
and unfortunate that you have some 
individuals in such powerful positions 
with frighteningly low levels of  
economic literacy.’

That wasn’t the end of it. To add to 
the confusion, just hours after  
Magashule’s gaffe Finance Minister 
Tito Mboweni tried to limit the  
damage and issued a strong rebuttal, 
saying, ‘Government sets the  
mandate for the SARB. There is no 
quantitative easing thing here.’

Two factions at war

Who is in charge, readers may ask? 
This very expensive spat (for South 
Africa) showed that the factional 
battles within the ANC are not  
resolved. The two factions built 
around former president Jacob Zuma
 (now represented by Magashule), and 
the Ramaphosa faction, are still very 
much alive. It underlined the fact 
that throughout Ramaphosa’s  
ascension to power and Zuma’s  
departure in 2018, and even despite 
the firing of most of Zuma’s supporters
implicated in corruption, the ANC  
remains largely fragmented,  
incoherent and dysfunctional. It  

illustrated that this ongoing battle 
will frustrate most positive moves 
Ramaphosa may implement in the 
short to medium term. The 8 May 
election victory may have lessened 
Ramaphosa’s internal ANC challenges, 
but it hasn’t resolved them.

What now?

In the run-up to the 8 May election 
there was a deluge of what one 
might call ‘What Ramaphosa must 
do’ articles. They all said he must act 
swiftly or the downward spiral of the 
past 10 years would continue.

Virtually all civil society leaders said 
the president must rid his party of 
the bad apples implicated in state 
capture and other corruption messes. 
Business leaders and ordinary citizens 
said the economy is paramount and 
that he must appoint a strong team 
of ministers to oversee the SOEs and 
economic ministries. Investors told 
him to speak clearly on land reform 
to avoid the Zimbabwe scenario.

Positive signs

To be fair to Ramaphosa, a new,  
slimmer, and more credible Cabinet 
is in place. Between his reshuffle in 
February 2018 and this May, most of 
the scandal-ridden ministers have 
gone and he’s strengthened his  
support within the executive.  
Ramaphosa seems to have managed 
to get the likes of Dr Nkosazana 
Dlamini-Zuma – who contested 
against him in the party elections in 
December 2017 – and others onto his 
side. This potentially gives him the 
ability to move things faster in Cabinet.

There’s no doubt that the retention 
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of Minister Mboweni, who’s highly 
respected by investors, in the finance 
ministry and Pravin Gordhan to the 
SOEs portfolio will lead to continued 
energy and a clean-out of corruption.

Many other appointments also have 
a positive edge to them. However, 
it’s still a compromised cabinet, of 
course. For the sake of unity, some 
of the Zuma rising stars are still at 
ministerial or deputy ministerial levels.
Thankfully, it leans to the positive.

Yet, sadly, those quick wins called 
for by civil society are not all imme-
diately available. Ramaphosa is not 
the main problem here. The consensus 
about Ramaphosa is almost uniform. 
His former opposite number, and lat-

er partner in the negotiation  
process in the 1990s, Roelf Meyer, said 
of him in May: ‘I believe he’s the man 
who can take us forward. He’s the 
man who can take us on the high road 
again. The country was struggling in 
the last period. Cyril has the capacity 
and capability to change around the 
country.’

No easy solutions

The policy complications and mis-
communications lie with the ANC, 
and how Ramaphosa deals with the 
many challenges that a party so  
divided can throw up. The Magashule 
pronouncements on the SARB are a 
clear case in point. We should expect 
more of the same on contentious 

P O L I T I C S
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Justice Malala 
Political commentator, 

newspaper columnist, public 
speaker and bestselling author

issues, particularly land, prescribed 
assets, privatisation of SOEs and race 
issues.

Separately, Ramaphosa’s problems 
also relate to the grip that the fast-
growing public sector trade unions 
have had on restructuring of the SOEs, 
 educational outcomes and teacher 
discipline and the bloatedness of the 
public sector in general. For example, 
in February the Congress of SA Trade 
Unions (Cosatu) took to the streets 
after Ramaphosa announced that  
Eskom will be split into three  
companies focused on generation, 
transmission and distribution. Cosatu 
and its affiliates at Eskom balked at 
the urgently needed plans.

In education, the SA Democratic 
Teachers’ Union continues to hold the 
transformation of the education system 
hostage by threatening strikes and 
other action if there are major –  
necessary – changes.

Where are we and where are we  
going?

We’ve moved a few steps forward.  
The state capture network is being 
dismantled. The key institutions – 
from the National Prosecution Authority
to SARS – are being cleaned up. 
Charges and trials are being prepared. 
Many ministers implicated in state 
capture have already been fired from 
cabinet.

Ramaphosa’s style has been to go at  
these changes slowly and methodically. 
This has led to widespread criticism 
that he’s being too tentative. Yet it’s a 
strategy that’s worked for him many 
times before – at the negotiations 
for a democratic South Africa in the 
1990s, in his dealings with Jacob 
Zuma in the 2010s, and in the past 
year in cleaning up the institutions 
that have been hollowed out from 
the inside.

Can he and those of his colleagues 
committed to the progress of SA win 
in the long term? History says yes, but 
this isn’t going to be a brief battle or 
an easywin. The kind of contradictions 
and resultant turbulence we saw at 
the beginning of June is here to stay. 
Ramaphosa’s New Dawn will not be 
as smooth or as easy as many had 
thought.
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B E H AV I O U R A L  E C O N O M I C S

Facing irrationality
head-on
Behavioural economics is fast  
becoming a recognised discipline 
within financial services, with  
irrationality increasingly being  
factored into the choice architecture 
of propositions and offerings – yet 
the myth that we can overcome our 
irrational nature persists. Financial  
intermediaries play a crucial role in 
encouraging positive decision-making, 
as poor decisions such as frequent 
investment switches and premature 
exits remain common.

We’re more irrational than we  
recognise

Reflect for a moment on the question 
of whether you believe your financial 
decisions are rational.

Given that individuals invest heavily 
in both time and advice when making 
financial decisions, these decisions 
are often thought to be rational.

Behavioural economics is the inter-
section of economics and psychology.
It argues that, contrary to what  
standard economics suggests about 
perfect rationality, people are in fact 
irrational in predictable ways. 

Our preferences are often driven by 
mental shortcuts (heuristics) as well 
as cognitive biases such as social 
cues and anchoring. When visiting a 
new country, people are more likely 
to dine at a restaurant where they 

see more people, as they believe the 
popular choice perhaps serves better 
food or delivers better service. That 
particular restaurant may, for what-
ever reason, not have been the most 
optimal choice after rational  
deliberation.

This understanding of how we make 
decisions is applied in various fields 
and is quite prominent in the financial 
decision-making space. Decisions 
about what type of insurance product 
to purchase, whether to withdraw 
savings before they mature, or to 
stay invested in a fund that’s not 
performing as well as anticipated are 
examples of financial decisions that 
often lead to irrational choices.

A prominent heuristic in financial  
decision-making is anchoring 1.  
Investors often fall into the trap of 
using previous portfolio price levels 
as a reference point – or ‘anchor’ – in 
determining their position on current 
levels, when they should rationally be 
driven by the market and its outlook 
– irrespective of previous levels.

When an employee leaves their  
employer and needs to make a d 
ecision about what to do with their  
accumulated provident fund savings, 
they’re anchored on how much has 
been saved, so they compare that 
to their current financial position as 
opposed to using how much they’ll 
need to have saved when retirement 
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comes as the anchor.

The twisted perception of value often 
leads to poor decision-making. Our 
financial decisions are more irrational 
than we realise.

The myth that we can become  
immune to decision errors

Once we’ve faced the fact that our 
decision-making capabilities are 
constrained by limits in cognitive 
capacity2, is it possible to overcome 
these errors? The notion that when 
we consistently, and perhaps system-
atically, make the same mistakes, we 
can at some point learn the errors, is 
not true.

First, many financial decisions don’t 
take place often enough for there to 
be a suitable number of learning  
opportunities. There are only so 
many times you can insure your  
valuables or save for your child’s  
education.

Additionally, the opportunity cost of 
exploring other methods of going 
about a decision will always exist and 
likely be quite high. There’s a ceiling 
to how often people are willing to 
deviate from the status quo. While 
people constantly assume that they 
could learn from their errors, the 
reality is that biases and heuristics 
tend to persist.

The need to nudge the expert

This idea that there’s some form of 
immunity from errors is particularly 

prominent in people who are  
considered experts in their field.
Investors and intermediaries, like 
doctors and pilots, hold extensive 
knowledge about the fields they 
work in. On a daily basis, they’re  
expected to draw on this knowledge 
to assist clients in making rational 
decisions based on a full set of  
information. These decisions often 
have significant implications for  
financial well-being.

It’s important to recognise, however, 
 that even experts are as – if not 
more – susceptible to errors in  
decision-making. The more decisions 
there are to make, and the more 
complex those decisions, the more 
people look for mental shortcuts to 
help manage the cognitive strain.

In his book The Checklist Manifesto, 
Atul Gawande explores ways in which 
 professionals tackle the complexities 
of their responsibilities. For example, 
simple checklists have been found to 
decrease the volume of human error 
in the aviation and medical industries. 

The way in which decision environ-
ments are constructed can either 
encourage or discourage desired be 
haviour. By fully embracing the key 
role intermediaries and financial  
professionals play in influencing  
decision-making, behavioural  
economics faces irrationality head-
on, offering a means for assisting 
experts to guide their clients into 
making better decisions. 

Boitshepo Gaitate
Applied Behavioural 

Economics Associate at 
Genesis Analytics 

1 Milner, T. (2019, March). Behavioural Finance: Concepts, Examples and Why It’s Important. Retrieved  
 from https://www.thestreet.com/personal-finance/education/behavioral-finance-14909070

2 Mullainathan, S., Thaler, R. (2000, October). Behavioural Economics  
 Working Paper 7948
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TA X  P L A N N I N G

THERE’S MORE TO TAX PLANNING 
than you think
In his welcome to guests at Glacier’s 
recent annual tax seminars, Kritz 
Coetzee, Regional Manager:  South at 
Glacier said that tax planning is to  
a financial plan what asset class  
diversification is to an investment  
portfolio.

Echoing this sentiment at the Johan-
nesburg event, Neal Sinclair, Business 
Development Manager: Team North, 
said that financial intermediaries 
add value to their clients’ investment 
returns as well as to their own value 
proposition, when incorporating tax  
planning into financial planning on all 
levels.

Diane Seccombe, Head of Tax Training
 at Mazars, took delegates through 
some of the latest tax changes that 

influence the financial planning  
process. This article briefly looks at 
some of the topics discussed at the 
seminar.

Severance benefits

Severance benefits, recognised with 
effect from 1 March 2011, are included 
in gross income, but subject to  
specific requirements, do not form 
part of taxable income as the benefit 
is taxed in terms of the lump sum tax 
tables.
 
Due to a policy clarification at SARS, 
a lump sum paid to an employee 
accepting a voluntary retrenchment 
will be taxed as a severance benefit.  
However, if an employee elects to 
resign instead of taking the  
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voluntary retrenchment, the lump 
sum received will not qualify as a 
severance benefit and will therefore 
form part of taxable income and be 
taxed in terms of the normal tax  
tables.

It’s seldom in the client’s best interest 
to go this route.

Cryptocurrencies

Initially, people made large trade 
profits from buying and selling crypto 
currencies, which were fully taxable.  
When cryptocurrencies fell, these 
same people made trade losses, 
which then reduced their taxable  
income and therefore their tax liability, 
as the losses were set off against all 
other taxable income.

However, section 20A – which applies 
only to natural persons in the top tax 
bracket – states that if a loss is made 
in a certain tax year, it will be ring-
fenced to the corresponding trade in 

certain circumstances. A ring-fenced 
loss cannot be offset against other 
income. 

Section 20A looks at a number of 
what SARS deems suspect trades 
(this now includes the buying or 
selling of cryptocurrencies).  With 
a suspect trade, if the person is in 
the top tax bracket and made a loss 
when selling, SARS will ring-fence 
the trade. However, it’s possible to 
provide SARS with evidence that 
cryptocurrencies will make a profit 
again in future, and this will prevent 
SARS from ring-fencing the loss.

Tax consequences of bribes

In this year’s Budget Speech, Finance 
Minister Tito Mboweni announced a 
new illicit economy unit at SARS.

Bribes are fully taxable. If someone 
renders a service (the actions per-
formed for which the bribe was paid), 
the amount received as payment is 
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regarded as gross income.  There’s 
also no requirement for a written 
contract, or for the service to be  
legal.

Also, if payment was in a monetary 
form but took the form of another 
asset – then as long as this asset can 
be given a value, the value is added 
to gross income for tax purposes.
  
Section 23(o) disallows any tax  
deduction of bribe-type expenses 
in the hands of the party paying the 
bribe.

CHANGE TO TAX ON  
FOREIGN EMPLOYMENT  
INCOME

From 1 March 2020, South African tax 
residents will no longer be fully exempt 
from tax on their foreign employment 
earnings.  Only the first R1m of foreign 
employment income will be exempt. Any 
employment income above that amount 
will be taxable in SA. Diane explained 
that it is important to remember that 
bonuses, allowances and fringe benefits
such as flights back home could be 
included in the R1m when it qualifies as 
remuneration received for foreign  
employment services rendered. 

Currently, tax residents who spend more 
than 183 days (of which more than 60 
full days must have been continuous) a 
year outside of South Africa, rendering 
employment services, aren’t taxed in 
SA on amounts earned from the foreign 
employment services.

Tax resident
To determine whether a person is a tax 
resident, it is necessary to firstly test 

whether they’re ‘ordinarily resident’ in 
the country in terms of the Income Tax 
Act.  There is no simple test for this and 
each case must be considered on its own 
merits.  Considerations include a person’s 
place of residence (where do they  
regard as their principal or main home), 
and their intention – if any – to return 
to the country. If a person left SA many 
years ago, and due to the nature of 
the lifestyle they’ve set up in a foreign 
country – it may be very easy to argue 
they no longer regard SA as their true 
or main home and as such are no longer 
ordinarily resident.

Only if the ordinarily resident test fails, 
will the physical presence test be  
applied to determine tax residency.

’Emigration’ although a factor, doesn’t 
in itself, change tax residency.

Formal emigration to another country 
breaks your tax residence in SA. As  
an example, if you still own a rental 
property in SA after formal emigration, 
you will no longer be a tax resident and 
will be taxed in SA on the rental income 
due to the workings of mainly section 
9 of the Income Tax Act - so effectively 
on your SA sourced income.  

A red flag raised by Diane relates to the 
workings of section 9H, which states 
that in the year you break tax residence, 
there is a deemed disposal of your 
worldwide assets for capital gains tax 
(CGT) purposes.

When calculating the CGT liability, 
SARS will look at the year that tax sta-
tus changes and the market value of the 
assets in that year.  

TA X  P L A N N I N G
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Double taxation agreements
SA has double taxation agreements 
(DTAs) with a number of countries.   
Diane explained that a DTA will always 
override the SA Income Tax Act, if the 
two differ. Should a taxpayer be regard-
ed as tax resident in both countries, the 
DTA between the countries will make 
the taxpayer tax resident in one of the 
countries only, using the tie breaker 
clause.

DTAs sometimes give one country the 
right to tax earnings and not the other 
country – but in most cases people will 
be taxed in both countries.
 
Someone living and working overseas, 
who clearly maintains a home and family 
in SA will always be regarded as  
ordinarily resident in the Republic and 
as such remain tax resident in SA.

If both South Africa and the foreign 
country have levied tax on the foreign 
employment income, then a limited  
rebate in respect of the foreign taxes 
paid may be available to the SA resident 
taxpayer.

Provident funds

Currently, members of a provident fund 
can still withdraw the full amount as a 
lump sum – unlike pension funds and 
retirement annuities that apply the one-
third lump sum and two-thirds annuity 
rule.

This is due to change on 28 February 
2021.

From 1 March 2021, provident fund 
members will only be able to take one-
third of their amount as a lump sum.  
This will not be applied retrospectively 
and all amounts already in the provident 
fund and future growth thereon as at 
28 February 2021 can still be withdrawn 
as a lump sum.  The new rule will only 
apply to those aged 55 and younger on  
1 March 2021.

Conclusion

Tax planning is no longer a simple  
matter. Rather, it involves weighing up 
the different options and calculating  
the lowest cost option for the client.
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S C E N A R I O  T H I N K I N G

‘The national elections are over and 
the new administration must go full 
steam ahead with the primary business 
of government – to deliver quality 
education, health and other social 
services, to build the economic
infrastructure and facilitate an  
environment for job creation and 
economic growth. This will be no 
simple task as the government 
mends the country’s developmental 
and economic fortunes.’1

What does this mean as the real 
work starts?  How do investors 
make sense of their environment, 
and move forward? 

‘The world economy is at a cross-

roads, with the warning of a syn-
chronised slowdown this year but 
pointing to a turnaround if policy-
makers get it right. However, it will 
take more than playing the good  
cop to get there, for South Africa 
in particular. Policymakers will also 
need to play the bad cop if they want 
 to gear the country for the deeper 
structural changes under way and 
too important to be ignored.’2  South 
Africa is a complex country, and for 
now has been afforded leeway to 
move forward with reform.

A ‘new dawn’

‘President Ramaphosa has pledged  
a ‘new dawn’ for the economy by 

REVISITING THE CONTEXT OF THE
renewal and rebuilding of South Africa
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stabilising regulations and promoting 
investment. South Africa has suffered 
a sustained period of sluggish  
economic growth. 25 years into its 
constitutional democracy, the  
government has made little headway 
in reducing income inequality. Home-
grown innovators are facing a brain 
drain and battling a funding squeeze. 
The current situation is such that 
government debt has reached levels 
where investors are very uncomfortable 
about increasing exposure to the 
country.’3
‘Millions of poor South Africans have 
been provided with houses, social 
support, electricity and water. The 
black middle class has grown signifi-
cantly and access to healthcare and 
education have been expanded.’4 
However, ‘deteriorating government 
finances, including through its  
exposure to fragile parastatals such 
as Eskom, has been singled out as a 
key risk to the stability of the economy. 
High levels of government debt could 
have a negative effect on international 
investors’ view of the country, which 
could result in refinancing difficulties 
and possibly trigger wider financial 
system instability’.5

Resuscitating the economy

The country’s economic growth per-
formance has been insufficient to 
make a real impact on fiscal  
dynamics from an income perspective, 
given the government’s continued 
sizeable fiscal deficits and rising  
public debt. ‘The business community 
is looking to the President for ethical 
 and accountable leadership in order 
to resuscitate the country’s “seen-
better-days” economy.’6 Also, the 
current economic and political  

situation has chipped away at  
competitiveness as an investment 
destination. ‘South Africa’s  
situation is the issue of effectiveness 
of government expenditure, and in 
particular the rise of corrupt activities, 
which has syphoned off state  
resources. Not surprisingly, given  
this wide chasm between actual  
and desired economic outcomes, 
business sentiment and investment 
has suffered.’7 

A new industrialisation economic 
model

‘South Africa’s immediate challenge, 
however, is how to make its enormous 
unskilled, unproductive underclass 
productive instead of being depen-
dent on the country’s relatively small 
working population through social 
grants, remittances and the like. This 
can only be done by intensifying the 
productive capitalist nature of the 
South African economy and not by 
perpetuating its primary materials 
export orientation. In other words, 
South Africa has to find a new  
industrialisation economic model.’8 
 
‘The productivity of labour has, at 
best, stagnated over the past  
decade, while remuneration growth 
has increased by more than 6% per 
annum. As a result the unit costs of 
labour have escalated to be almost 
three times higher today than at the 
beginning of the 21st century. All of 
this has occurred during a period of 
near-recessionary conditions and 
chronically high unemployment. 
When all is said and done, productivity 
in context of the 4IR9 is a prerequisite 
for international competitiveness and 
economic growth and development.’10
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IDENTIFY 
driving forces

IDENTIFY 
critical uncertainties

DEVELOP 
plausible scenarios

DISCUSS 
implications & paths

Can South Africa 
push through reforms 
to unlock economic 
growth, depite ongoing 
local and global 
uncertainty?

“Driving forces shaping the country include social inequality, income 
and skills inequality, spatial inequality, institutional and leadership 
capacity, rising disenchantment with the government, policy and 
sluggish economic growth, high unemployment and changing industry 
dynamics, exponential advance of computer processing power, rising 
public debt, digital connectivity, globalisation shifts, and geopolitics.”

FIGURE 1

THE SCENARIO  
DEVELOPMENT PROCESS

DRIVING 
FORCES  
OF CHANGE

X-AXIS 
The Public Debt Burden

The process of establishing and executing 
a strategy for managing public debt.

Y-AXIS 
Policy for Inclusive Growth

The course of action and principles  
by which the government is guided.

KEY FLAGS
 Eliminating Corruption

 Inclusive Leadership

 Education and Skills

 Industry Comparative Advantages

 Employment and Industry

 Policy and Economic Growth

 Fostering Entrepreneurship 

 Technology and Innovation

SA remains a promising investment destination with a bright future with strong fundamentals 
and positive factors for investment despite the deterioration in the economic, political  
and investment climate over the last decade. 

DEFINE FOCAL ISSUE, 
QUESTION, OR DECISION AND 
RELEVANT TIMEFRAME REVIEW 
PAST EVENTS & ALTERNATIVE 
INTERPRETATIONS

Looking into the future, there 
are ranges of possibilities 
between sets of probabilities 
and unexpected shocks and 
surprises. The idea is not 
to present definitive truths 
but to stimulate debate 
about how to shape the next 
decade. A successful outcome 
for the country is possible, 
though there’s no simple 
way of solving the country’s 
challenges to get the 
economy moving. ‘Scenarios 
encourage disciplined, 
systematic thinking about 
the future. A critical role 

of scenarios is to present 
different possible paths 
into the future to challenge 
conventional thinking  
and to encourage debate.’ 

In a ‘new dawn’, economic 
growth and investment 
in South Africa is set to 
rebound following years 
of economic and political 
decline. Economic growth 
and development can’t be 
realised in conditions of 
political intolerance, the 
absence of the rule of law, 
corruption, civil strife and war. 

As such, ‘South Africa, like other 
emerging markets, has a critical 
need to attract foreign direct 
investment while at the same time 
driving economic transformation’.11  
Subsequently, can South Africa 
push through reforms to unlock 
economic growth? And to what 
degree is this attainable over the 
next decade? ‘South Africa has 
high potential to re-industrialise 
if the right policy decisions are 
made. The most vital of constructs 
for South Africa is a scenario that 
reinforces the values and tenets of 
the Constitution and holds sacred 
the pronouncement in the NDP.’12 

CRITICAL 
DEDUCTIVE 
UNCERTAINTIES

1 Citizen participation is essential to change government (Mail & Guardian, Vol 35 No 22 2019)
2 https://www.dailymaverick.co.za/article/2019-04-15-a-good-cop-bad-cop-approach-to-the-worlds-and-south-africas-economic-growth/ 
3 https://www.ft.com/content/e63103a0-7caa-11e9-81d2-f785092ab560
4 https://www.weforum.org/agenda/2019/01/south-africa-continues-on-a-path-of-economic-renewal/ 
5 Reserve Bank sounds frank warning (Mail & Guardian, Vol 35 No 22 2019)
6 https://www.themessenger.global/2017/12/18/business-welcomes-ramaphosas-win/ 
7 https://www.pwc.co.za/en/assets/pdf/investment-decision-why-sa.pdf 
8 https://www.dailymaverick.co.za/article/2019-01-07-south-africa-needs-to-change-its-economic-status-by-reskilling-the-entire-adult-population/ 
9 https://www.weforum.org/agenda/2016/01/the-fourth-industrial-revolution-what-it-means-and-how-to-respond/ 
10 https://www.usb.ac.za/usb_news/elections-2019-and-the-impact-on-sas-economy/ 
11 https://businesstech.co.za/news/business/230923/this-is-what-south-africa-could-look-like-in-2022-under-ramaphosa/
12 https://www.politicsweb.co.za/opinion/where-might-we-be-in-2030 
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FIGURE 2

SCENARIO MAP BASED ON CRITICAL 
DEDUCTIVE UNCERTAINTIES

The road ahead 
Ramaphosa’s broadly optimistic 
economic growth won’t materialise 
any time soon. This is also far 
from the 5.4% growth that the 
NDP says is needed to reduce the 
unemployment rate.  
While the economy is globally 
positioned, sophisticated,  
and diversified, gaps in physical 
infrastructure and education create 

Enabling Policy Framework

Unfavourable Policy Framework

Public Debt  
Continues  
to Rise

Public  
Debt 

Frugality

The Long Road to Grow  
South Africa Together

Slow Renewal  
and Rebuilding  
of South Africa

Leeway to move  
forward in the “new dawn”  

with reform (2019)

Deep 
Failed 
State

A combination of good policies, commitment to quality execution, a responsive budget and active citizenry 
translated into a better life and equal opportunities for all. Vital for the government was to provide policy 
certainty and predictability and to support the stable growth of the economy. Through policy certainty 
and credibility, the country implemented growth-enhancing economic reforms, lowering the debt burden 
as well as restoring good governance and financial stability. Macroeconomic stability was created through 
greater fiscal balance and consolidation, reducing public debt and reallocation of priorities – managing 
the public sector wage burden by trimming fat in the bureaucracy, not the frontline services, and judicious 
privatisation. Enabling key policies were created around education, energy, telecommunications, mining, 
technology and land. Macroeconomics for re-industrialisation were linked to productivity gains. Smarter 
innovation, sectoral, small business and trade policies were strengthened to diversify business growth. 

South Africa is approaching somewhat of a crossroad in reviving the struggling economy and promoting 
inclusive growth for all South Africans. President Ramaphosa has said that “the wheels of change are 
moving now and they are going to start speeding up”. However, South Africa is falling behind its national 
development plan targets and the fiscal position is also a point of much concern. Continued higher 
expenditure pressures, contingent liabilities manifest amidst a weaker economy. It also warned of a 
downgrade if the rule of law or property rights are infringed on. The size of the public service and its 
growing wage bill continues to hamper efficient public expenditure. Structural reform continues, which in 
turn leads to higher economic growth, but remains too low for a ratings upgrade.

President Ramaphosa faces tough challenges for SA’s ‘new dawn’. The government launched a number of 
projects that were aimed at young people and opened up pathways for young people to get into places of 
employment. Government alongside key stakeholders promised to collaborate to ensure that the economy 
continues to grow to avoid further credit rating downgrades. The government devised an effective strategic 
plan to address the escalating challenges facing SOE’s. Also, leaders implicated in corruption would be dealt 
with by the law. The government accepted that a “cleaner and more competent government will help the 
country’s economic performance over time, but sustained growth requires policy changes.”

In the absence of much improvement on the policy and governance front‚ business and consumer 
confidence remains pessimistic. Corruption has set root and key institutional memory is lost, and public debt 
explodes. Investors in particular are concerned about the expropriation of land without compensation. The 
government looks to force the savings industry to buy government issued equity and debt.  Employment 
creation continues to be insufficient to absorb the growing number of school leavers entering the labour 
market each year and persistent high levels of unemployment. Businesses have focused on international 
expansion for revenue growth and maintain limited domestic investment spending.

large productivity differentials 
across sectors, which creates 
an opportunity. The economic 
environment requires a cautious 
approach to the budget, as 
does the debt situation, which 
has been worsening. The main 
focus remains to regain South 
Africa’s investment-grade status 
to make the country an attractive 

investment destination. This 
will be achieved by enhancing 
policy certainty and credibility, 
implementing growth-enhancing 
economic reforms, lowering the 
debt burden, as well as restoring 
good governance and financial 
stability at public institutions.
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