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Dear

	
To	start	with	we	would	like	to	wish	you	and	your	families	a	happy	New	Year.		Looking	back	over	this	past	year,	2016	will	be
the	year	remembered	globally	for	the	black	swan	events.		The	largest	of	these	were	the	appointment	of	Donald	Trump	and
the	exit	of	Great	Britain	out	of	 the	European	Union.	 	Neither	of	 these	events	were	 forecast	and	both	had	a	big	 impact	on
global	markets.		They	were	both	symptomatic	of	a	growing	rise	of	populism	around	the	world,	which	could	have	concerning
outcomes	in	parts	of	the	world	in	the	near	future.		Many	electoral	decisions	appear	to	be	taken	without	the	best	interests	of
the	country	at	heart.
	
December	2016	was	a	relatively	quiet	month	as	the	world	appeared	to	take	a	collective	pause	of	breath.		The	biggest	news
worldwide	was	that	the	US	Federal	Reserve	elected	to	hike	their	interest	rate	by	0.25%	as	they	expect	inflation	to	increase.	
We	expect	 to	see	further	 interest	 rate	hikes	by	 the	US	Federal	Reserve	and	this	may	have	a	knock-on	effect	with	other
countries	being	forced	to	raise	their	rates	to	protect	their	currencies	against	the	dollar.
	
Locally	 the	Rand	was	 very	 strong	 in	 the	month	 gaining	 against	 all	 the	major	 currencies.	 	 This	was	 driven	 by	 improved
emerging	market	sentiment	as	they	rebounded	following	a	poor	November	due	to	the	Trump	election	fears.		The	emerging
market	confidence	was	also	positive	for	the	JSE	as	the	JSE	All	share	index	finished	the	month	marginally	higher.
	
CPI	increased	slightly	to	6.6%	during	the	last	month.		The	biggest	contributor	to	this	was	an	increase	in	the	fuel	price	with
another	increase	happening	later	tonight.		We	urge	all	readers	to	try	to	fill	their	tanks	sometime	today.
	
From	a	South	African	perspective	we	are	confident	that	2017	should	prove	to	be	a	better	year	than	2016.		We	are	noticing
more	opportunities	and	a	more	positive	outlook	within	 the	 local	 investment	environment	and	we	believe	 that	 the	negative
impact	that	politicians	have	had	on	the	country	may	be	starting	to	reduce.
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PERSONAL	FINANCE	TIPS	FOR	2017
	
2016	was	 the	second	consecutive	year	where	most	 investments	achieved	 low	 returns.	 	The	boom	years	of	quantitative
easing	 and	 artificially	 low	 interest	 rate	meant	 that	many	 asset	 prices,	 including	 shares,	 bonds	 and	 property,	 were	 over
inflated	and	trading	at	all-time	highs.		We	are	now	experiencing	the	after	effects	of	all	the	stimuli	that	and	it	will	take	time	for
asset	prices	to	reflect	value	and	potential	growth	in	earnings.	
	
Lower	returns	over	the	short	term	generally	create	opportunities	for	long	term	investors.		It	is	however	important	to	have	the
correct	financial	disciplines	in	place	in	order	to	take	advantage	of	these	opportunities.		In	the	Financial	View	this	month	we
look	at	our	eleven	basic	tips	to	maximise	your	wealth	over	the	long	term.	
	
1.	Start	early	and	have	a	financial	plan	and	stick	to	it
	
The	individual	investor	needs	to	determine	their	financial	goals	and	create	a	plan	that	assists	them	to	reach	their	goal.		If	you
don’t	know	what	you	are	doing	ask	somebody	to	assist	you	in	creating	the	plan.		Many	investors	only	start	focusing	on	their
long	term	goals	in	later	years	when	they	have	limited	time	to	actually	achieve	their	goals.		If	you	give	yourself	more	time	to
achieve	your	goals	there	is	a	greater	chance	of	success	and	the	easier	it	is	to	achieve	your	goals
	
2.	Invest	in	your	financial	education
	
The	individual	needs	to	understand	the	products	that	they	are	invested	in	to	achieve	their	goals.		One	needs	to	understand
how	the	returns	are	generated	and	what	can	affect	them,	both	positively	and	negatively.		If	invested	in	equities	one	should
understand	what	the	company	does	and	more	importantly	how	it	generates	its	cash	flows.
	
3.	Taxation	and	basic	estate	planning
	
There	are	many	aspects	of	tax		that	impact	on	investments	and	the	investment	products	you	select,	don’t	pay	unnecessary
tax	 and	minimise	 your	 family’s	 tax	 burden.	 	 It	 is	 important	 to	 ensure	 that	 your	 individual	 wealth	 and	 the	 wealth	 of	 your
beneficiaries	 is	 not	 eroded	 through	 excessive	 taxation.	 	 Have	 a	 valid	Will	 in	 place	 and	make	 use	 of	 products	 that	 can
exclude	or	peg	the	growth	of	assets	in	your	estate.
	
4.	Utilise	tax	allowances	that	encourage	retirement	savings
	
The	appropriate	utilisation	of	 retirement	savings	allows	you	 to	benefit	 from	tax	deductions.	 	 In	addition	retirement	savings
products	grow	free	of	tax	so	one	often	benefits	from	enhanced	returns	when	compared	to	the	risks	taken.		The	government
continues	to	incentivise	taxpayers	to	save	for	retirement	and	we	expect	to	see	further	growth	in	the	tax	incentives.		You	are
generally	unable	to	access	these	funds	and	that	means	they	are	left	to	grow	over	the	long	term.	You	retirement	savings	is
protected	from	you	and	from	creditors.
	
5.	Spend	less	than	you	earn,	invest	the	difference
	
For	the	majority	of	individuals	as	their	income	increases	they	tend	to	increase	their	lifestyle.		It	is	important	that	this	increase
in	 lifestyle	 lags	 the	 increase	 in	 income	 to	 ensure	 that	 there	 is	 sufficient	 spare	 income	 to	 be	 invested	 towards	 long	 term
wealth.		Set	up	a	monthly	debit	order	and	make	sure	you	money	is	taken	out	of	your	account	and	invested	before	you	can
spend	it.
	
6.	Compound	your	returns
	
Compounding	has	been	described	as	the	8th	wonder	of	the	world.		Compounding	is	basically	earning	returns	on	returns	and
by	 reinvesting	 your	 returns	 you	will	 have	 an	 exponential	 growth	 in	 your	wealth.	 	 The	 bigger	 your	 investments	 the	more
significant	the	effect	of	compounding,	leave	your	investments	and	give	them	a	chance	to	grow.
	
7.	Diversification
	
Diversification	 has	 been	 described	 as	 the	 only	 free	 lunch	 in	 the	 investment	 world.	 	 One	 diversifies	 to	 reduce	 risk	 of
exposure	to	any	individual	product.		It	is	the	investing	equivalent	of	not	putting	all	your	eggs	in	one	basket.
	
8.	Settle	any	outstanding	debt
	
South	Africa	has	a	relatively	high	interest	rate	compared	to	other	countries	and	thus	the	cost	of	borrowing	money	is	high.	
Interest	becomes	a	huge	expense	and	erodes	wealth	when	purchases	are	financed	through	credit.	
	
9.	Inflation	is	the	enemy	in	investing
	
Inflation	 is	continually	eroding	 the	value	of	your	savings	and	 thus	 it	becomes	very	 important	 to	obtain	 returns	 that	are	 in
excess	of	 inflation.	 	 In	 the	current	global	environment	of	 low	 returns	many	asset	classes	do	not	provide	 inflation	beating
returns	and	it	thus	important	to	have	sufficient	exposure	to	equities	which	provide	long	terms	returns	that	are	in	excess	of
long	term	inflation.
	
10.	Take	the	appropriate	risk	for	your	financial	circumstances
	
Many	investors	have	a	long	term	investment	horizon	but	are	utilising	products	that	are	too	conservative	and	will	not	produce
enough	growth	to	enable	them	to	achieve	their	goals.		Whilst	the	investor	may	protect	against	short	term	losses	they	do	give
up	the	opportunity	of	the	larger	returns	on	the	upside.		The	equity	market	tends	to	be	up	four	years	out	of	every	five	and	the
long	term	average	return	is	around	17%.
	
11.	Make	your	money	hard	to	reach	
	
Individuals	tend	to	spend	whatever	spare	money	they	have	access	to.		This	is	especially	true	of	money	in	bank	accounts.	
There	are	many	products	that	can	be	invested	into	directly	from	your	salary	or	alternatively	with	the	use	of	debit	orders.	
Although	a	lot	of	these	products	are	liquid	the	investor	tends	to	be	less	inclined	to	access	them	in	the	short	term	once	the
money	is	out	of	their	account.
	
These	tips	are	very	basic	in	application	but	when	applied	correctly	will	ensure	that	the	individual	will	maximise	their	own	long
term	wealth	based	on	their	personal	financial	circumstances.		We	would	advise	you	to	contact	us	at	Magwitch	Securities	to
ensure	that	you	are	taking	advantage	of	the	opportunities	that	you	may	have.
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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

	
t:	011	453	3048 f:	011	453	0715 www.magwitch.co.za

	
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.

	


