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Dear

	
November	 2015	 was	 another	 month	 this	 year	 where	 South	 Africa	 was	 heavily	 influenced	 by	 negative	 global	 sentiment
towards	emerging	markets.	 	The	world	experienced	horrific	attacks	 in	Paris,	Beirut	and	Sinai	which	has	convinced	more
investors	 to	move	 out	 of	 emerging	markets	 and	 in	 to	 the	 “safety”	 of	 the	 developed	world,	 even	 if	 this	 was	 done	 to	 the
detriment	of	their	investment	return.

Locally	 the	JSE	shed	4%	during	the	month,	giving	up	all	 the	gains	made	 in	October.	 	This	reversal	was	 in	 line	with	other
emerging	markets	and	locally	was	largely	driven	by	further	decreases	in	the	resources	sector.		These	were	as	a	result	of
lower	commodity	prices,	as	excess	supply	is	used	up	by	the	market.		The	resources	index	ended	the	month	60%	below	its
July	2014	levels.

South	Africa	is	in	the	midst	of	a	very	dry	spell	with	dams	at	low	levels	countrywide.		The	concerns	around	water	supply	are
hitting	consumers	and	extending	negativity.		On	a	positive	note	Eskom	seem	to	have	remedied	some	of	their	problems.	

CPI	was	 slightly	 up	when	 compared	 to	 the	 previous	month	 as	 small	 increases	were	 experienced	 across	 the	 basket	 of
goods.		The	impact	of	the	drought	has	yet	to	impact	food	prices	dramatically	but	it	will	have	an	influence	as	imports	of	maize
increase.		In	order	to	counter	inflationary	pressures	the	Monetary	Policy	Committee	(MPC)	raised	the	Repo	rate	by	0.25%.	
Many	economists	feel	that	this	was	partly	to	protect	the	Rand	ahead	of	a	likely	US	interest	rate	increase	in	December,	as
the	US	look	to	get	their	interest	rates	back	to	normalised	levels.

The	 reported	 trade	deficit	 for	 the	month	was	 far	worse-than-expected.	 	 The	main	 cause	was	a	 huge	 surge	 in	 seasonal
imports	as	retailers	were	stocking	their	shops	for	the	festive	season.		Although	the	South	African	consumer	appears	to	be
under	pressure	on	a	number	of	fronts	the	retailers	still	expect	to	sell	high	volumes	over	the	next	couple	of	months.

If	you	find	yourself	on	the	road	this	month	we	would	like	to	wish	you	a	safe	journey	and	we	are	sure	that	you	will	enjoy	your
time	that	you	may	have	away	with	your	loved	ones.
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FINANCIAL	PRODUCT	IN	FOCUS

	
GAP	COVER

For	our	Product	in	Focus	this	month	we	look	at	Gap	Cover.		This	topic	is	becoming	more	and	more	prevalent	as	healthcare
professional	charges	continue	to	increase	at	rates	that	are	above	inflation.

What	is	Gap	Cover?

Gap	Cover,	 also	 known	as	Medical	 Top-Up	 Insurance,	 is	 a	 short	 term	 insurance	 product	 that	 is	 designed	 to	 cover	 the
individual	in	the	event	that	there	is	a	shortfall	in	payment	of	in-hospital	medical	expenses	by	the	medical	aid.		To	be	eligible
for	Gap	Cover	one	needs	to	be	a	member	of	a	medical	aid	but	the	cover	itself	is	independent	of	the	member’s	medical	aid.	

Gap	Cover	is	an	insurance	that	reimburses	directly	to	the	policy	holder	for	expenses	that	they	have	incurred	and	are	not
recoverable	from	the	medical	aid	eg.	expenses	that		specialists	charge	that	are	in	excess	of	the	medical	aid	tariff.

Why	is	Gap	Cover	needed?

The	 main	 reason	 that	 Gap	 Cover	 is	 required	 is	 that	 there	 is	 no	 current	 legislation	 that	 stipulates	 what	 healthcare
professionals,	especially	specialists	and	anaesthetists	can	charge	 for	certain	procedures.	 	Healthcare	professionals	 thus
charge	 any	 amount	 that	 they	 feel	 is	 appropriate	 for	 their	 level	 of	 expertise	 and	 demand	 for	 their	 service.	 	Medical	 aids
however	only	settle	a	pre-defined	amount	for	these	procedures	based	on	their	own,	individually	calculated	medical	aid	tariff.	
If	the	professional	charges	a	higher	rate	than	the	medical	aid’s	tariffs	a	shortfall	will	exist	which	would	be	for	the	individual
member’s	personal	or	own	account.

In	South	Africa	we	had	 the	National	Health	Reference	Price	List	 (“NHRPL”)	which	was	a	guideline	of	charges	 for	certain
procedures.		This	guideline	was	not	legislation	and	thus	viewed	more	as	a	tool	for	the	use	by	healthcare	professionals	and
medical	aids	to	determine	what	a	reasonable	charge	would	be.		The	NHRPL	has	subsequently	been	declared	null	and	void
and	fallen	away,	partly	due	to	large	disparities	in	the	rates	contained	therein	when	compared	with	actual	charges.

For	 the	 most	 part,	 medical	 aid	 tariffs	 covering	 at	 100%	 rates	 approximate	 the	 NHRPL	 amounts,	 adjusted	 annually	 for
inflation.		The	problem	is	that	the	healthcare	professionals,	whose	charges	are	not	regulated,	have	been	known	to	charge	as
high	 as	 500%	of	 the	NHRPL	price.	 	Current	 general	 consensus	 is	 that	more	 than	 90%	of	 specialists	 and	 anaesthetists
charge	above	the	amended	NHRPL	price,	adjusted	for	inflation.

In	order	to	demonstrate	this	shortfall	we	have	used	the	2007	Radiology	NHRPL	as	a	pricing	guideline	and	assumed	that	the
healthcare	professional’s	charge	is	a	fixed	multiple	of	400%	of	that	guideline.		We	have	also	assumed	that	the	medical	aid’s
base	tariff	equates	the	NHRPL.		It	is	important	to	note	that	we	have	highlighted	an	isolated	procedure	which	could	form	part
of	a	far	more	extensive	examination	and	thus	result	in	a	larger	shortfall.
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The	 reason	 to	 take	 out	Gap	Cover	 policy	would	 be	 to	 insure	 the	 risk	 of	 any	 shortfalls.	 	Many	 of	 the	 product	 providers
however	have	 introduced	ancillary	Gap	Cover	benefits	 to	provide	 the	 individual	with	 insurance	against	other	possible	 in-
hospital	medical	expenses,	not	covered	by	the	individual’s	medical	aid.

Co-payments

A	co-payment	is	where	the	individual	member	has	to	pay	a	portion	of	a	charge	with	the	medical	aid	covering	the	balance.	
Generally	medical	aids	make	use	of	a	co-payment	structure	to	discourage	members	from	going	outside	the	medical	aid’s
negotiated	structures.		The	co-payment	has	to	be	paid	before	the	medical	aid	covers	their	first	charge.

It	 is	possible	 to	get	cover	 for	 this	co-payment	 through	a	Gap	Cover	policy.	 	 In	 the	event	 the	member	has	to	make	a	co-
payment	they	will	be	reimbursed	out	of	the	policy,	up	to	maximum	limits.		These	limits	are	generally	set	per	procedure.

Casualty	admission

A	common	method	of	 admission	 into	hospital	 is	 via	 the	 casualty	 or	 emergency	ward.	 	The	problem	with	 this	 is	 that	 any
medical	treatment	in	casualty	is	actually	pre-admission.		The	casualty	departments	are	independent	of	the	hospital	and	are
often	a	group	of	doctors	renting	space	from	the	hospital.		Medical	aids	in	theory	provide	full	coverage	in	private	hospital	but
as	the	department	is	separate	to	the	hospital	any	medical	treatment	here	wouldn’t	be	covered	by	the	medical	aid	unless	you
are	admitted	into	the	hospital.	 	The	casualty	bill	 is	 the	responsibility	of	 the	 individual	and	it	 is	possible	to	get	 insurance	for
reimbursement	of	their	bills	through	Gap	Cover.

Cancer

Medical	 aids	 cover	 the	 cost	 of	 treatment	 of	 cancer	 in	 a	 couple	 of	 different	 ways.	 	 If	 the	 cancer	 is	 defined	 under	 the
Prescribed	Minimum	Benefits	(“PMB”)	requirements	then	the	medical	aid	has	to	cover	the	cost	of	treatment	in	full.		The	PMB
is	a	set	of	defined	benefits	 to	ensure	that	all	medical	scheme	members	have	access	to	certain	minimum	health	services,
regardless	of	the	benefit	option	they	have	selected.	The	aim	is	to	provide	people	with	continuous	care	to	improve	their	health
and	well-being	and	to	make	healthcare	more	affordable.
	
PMBs	are	a	feature	of	the	Medical	Schemes	Act,	in	terms	of	which	medical	schemes	have	to	cover	the	costs	related	to	the
diagnosis,	treatment	and	care	of:
	
•	any	emergency	medical	condition;
•	a	limited	set	of	270	medical	conditions	(defined	in	the	Diagnosis	Treatment	Pairs);
•	and-	25	chronic	conditions	(defined	in	the	Chronic	Disease	List).

If	 the	cancer	 is	not	on	 the	PMB,	 typically	 cancer	affecting	secondary	cells	and	not	organs,	 then	 the	medical	aid	doesn’t
cover	the	expenses	in	full	but	rather	provides	a	set	annual	limit	for	treatment.		Generally	the	higher	the	medical	aid	plan	the
more	cover	provided.		It	is	possible	for	the	individual	to	increase	this	annual	limit	through	Gap	Cover.

Conclusion

The	in-hospital	component	of	the	medical	aid	is	often	viewed	as	an	insurance	against	poor	health	yet,	without	Gap	Cover,
the	 probability	 of	 having	 to	 pay	 additional	 amounts	when	hospitalised	 exists.	 	 There	 has	 been	 constant	 debate	 from	 the
Department	of	Health	about	drafting	 legislation	 that	would	 limit	 the	charges	of	medical	practitioners,	yet	 this	has	yet	 to	be
seen	and	thus	the	risk	of	shortfall	 is	a	very	real	risk.		This	 is	especially	true	for	medical	aid	members	on	plans	that	have
lower	coverage	rates	eg.	those	plans	that	reimburse	at	100%	of	the	medical	scheme	tariff.

Due	to	the	high	charges	of	medical	treatment	the	shortfall	amount	can	be	quite	sizeable,	creating	a	financial	burden	that	the
member	cannot	meet	out	of	their	income	and	current	assets.		This	could	have	dramatic	implications	for	the	individual	as	they
get	older	and	may	struggle	to	settle	their	portion	of	all	the	medical	bills.

It	 is	 important	 to	note	 that	Gap	Cover	doesn’t	provide	 for	out	of	hospital,	day-to-day	benefits.	 	A	medical	aid	member	will
need	 to	ensure	 that	 they	are	on	 the	appropriate	plan	 to	cover	 their	day-to-day	benefits	and	Gap	Cover	won’t	be	able	 to
assist	in	providing	more	medical	savings	or	reducing	any	self-payment	gap.	

If	 you	are	 interested	 in	Gap	Cover	Magwitch	would	suggest	an	analysis	 that	 is	done	at	 the	same	 time	as	 reviewing	 the
appropriateness	of	your	medical	aid	plan.		Remember	that	you	can	only	move	up	to	a	higher	medical	aid	plan	once	a	year
but	you	are	able	to	downgrade	at	any	point	throughout	the	year.		This	is	the	time	of	year	when	you	need	to	select	your	plan
for	next	year.		Don’t	forget	to	advise	us	of	any	changes	before	10	December	2015.
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Magwitch	Securities	is	a	Financial	Services	Broker	offering	the	following	products
as	a	comprehensive	financial	solution	to	both	individuals	and	businesses:

	
• Employee	Benefits • Retirement	Planning • Money	Market

• Medical	Aid • Investment	Planning • Investments

• Risk	Benefits • Estate	Planning • Treasury	Management

• Short	Term	Insurance • Foreign	Exchange • Trust	Administration
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Magwitch	Securities	Proprietary	Limited	is	an	authorised	financial	services	provider,
registered	with	the	Financial	Services	Board	-	FSP	number	26829

	
	
	
Disclaimer:	 Although	 every	 effort	 has	 been	 made	 to	 ensure	 the	 accuracy	 of	 the	 content	 of	 this	 newsletter,	 Magwitch
Securities	 (Pty)	 Ltd	 accepts	 no	 liability	 in	 respect	 of	 any	 errors	 or	 omissions	 contained	 herein.	 The	 contents	 of	 this
newsletter	cannot	be	construed	as	 financial	advice	and	does	not	confer	any	 rights	whatsoever,	enforceable	against	any
party	and	does	not	replace	any	legal	contract	or	policy	which	may	be	subject	to	terms	and	conditions.

	


