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After	a	good	start	to	the	month	the	continued	strength	of	the	Rand	against	all	major	currencies	was	destroyed	in	the	last	week	of
March	by	interference	by	the	President	and	made	it	very	difficult	to	be	positive	about	anything	at	all.		The	President,	Jacob	Zuma
plunged	 the	country	 into	a	mood	of	despair	with	a	 	 late-night	cabinet	 reshuffle	where	he	 removed	 the	much	respected	Finance
Minister	 together	with	his	deputy.	 	Many	people	are	of	 the	opinion	that	Pravin	Gordhan	and	Mcebesi	Jonas	were	doing	a	good
job	 in	 a	 challenging	 environment.	 	 They	 had	 successfully	 staved	 off	 a	 ratings	 downgrade	 for	 a	 while	 now	 and	were	making
progress	in	reducing	unnecessary	spend	within	government	and	at	the	state	owned	entities.	 	The	big	concern	is	why	this	change
was	made	and	 the	possibility	 that	 their	 replacements	will	 loosen	 the	purse	 strings	plunging	 the	country	 into	an	economic	spiral
that	will	have	dire	consequences	now	and	for	future	generations.
	
The	Rand	lost	10%	of	its	value	in	the	final	week	of	the	month	as	it	became	clearer	that	President	Zuma	wished	to	fire	his	Finance
Minister.	 	 In	 the	end	he	went	against	 the	wishes	of	 the	 ruling	party,	 citing	an	apparent	 intelligence	 report	 as	 the	 reason	 for	 the
move.	 	One	would	have	expected	 the	Rand	 to	 lose	even	more	value	but	we	believe	 international	markets	are	employing	a	wait
and	see	tactic.		Any	indication	that	the	economic	policies	are	being	changed	or	unaffordable	deals	are	entered	into	will	send	the
currency	into	a	tailspin.
	
Inflation	had	improved	slightly	to	6.3%	year	on	year.		The	South	African	consumer	was	starting	to	see	the	benefit	of	the	drought
been	broken	with	food	price	inflation	starting	to	slow.		Unfortunately	with	the	Rand	looking	likely	to	weaken	further	the	inflation
outlook	has	started	to	turn	negative.		A	weakening	Rand	will	push	up	the	fuel	prices	and	prices	of	other	imported	items.		This	will
have	a	knock	on	effect	on	the	cost	of	all	goods	and	it	raises	the	possibility	of	an	interest	rate	hike	in	the	future	in	order	to	keep
inflation	in	check.
	
The	 JSE	was	 relatively	 volatile	 in	 the	month	 keeping	 in	 line	with	 international	markets.	 	 Globally	 investors	 are	 still	 uncertain
around	the	Trump	presidency.		His	stated	policies	would	appear	to	be	beneficial	for	the	US	companies	however	it	remains	to	be
seen	whether	he	will	get	the	necessary	support	from	his	party	to	implement	his	policies.
	
The	new	Finance	Minister	has	some	serious	headwinds	–	out	of	control	expenditure	at	State	run	organisations	such	as	the	SABC,
SAA,	PRASA	and	Eskom	and	the	problems	experienced	with	SASSA....	the	possibility	of	a	ratings	downgrade	and	a	shortfall	in
revenue	collection.	 	He	will	need	to	be	on	top	of	his	games	as	the	Rand	and	bond	rates	may	be	under	further	pressure.	 	All	 the
while	he	must	remember	that	at	all	times	he	has	to	act	in	the	best	interests	of	the	country	and	all	South	Africans.
		
Due	 to	 these	uncertainties	we	can	expect	 further	volatility	 in	 the	currency,	 interest	 rates	and	 the	equity	markets.	 	Try	 to	 remain
calm	and	do	not	rush	into	any	decision.		Fundamental	investment	decisions	and	long	term	decisions	remain	the	same.		Foreigners
will	exit	and	enter	the	markets	as	the	situation	changes	and	opportunities	present	themselves.		Your	best	protection	against	volatile
times	is	a	well-balanced	and	diversified	investment	strategy.
	
They	say	the	darkest	hour	is	just	before	the	dawn.		We	remain	hopeful	that	the	correct	decisions	will	be	made	at	government	level
and	within	the	ruling	party	to	ensure	that	South	Africa	is	run	for	the	benefit	of	all	South	Africans,	not	just	a	connected	few.				
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THE	RETIREMENT	SAVINGS	CRISIS	AND	THE	“SANDWICH	GENERATION”
	
In	 our	 financial	 view	 this	 month	 we	 look	 at	 the	 ever	 increasing	 retirement	 savings	 crisis	 within	 South	 Africa	 as	 a	 reducing
percentage	of	pensioners	have	enough	income	to	survive	in	retirement.		According	to	South	African	National	Treasury,	only	6%
of	the	population	will	have	enough	money	to	retire	comfortably,	without	having	to	change	their	standard	of	living.		The	balance
of	people	will	either	be	forced	to	drastically	cut	back	on	their	expenses	or	they	become	dependent	on	their	family	or	on	the	State
to	provide	for	them.
	
Retirement	savings	products,	whether	an	individual	retirement	annuity	or	an	employer	provided	pension	or	provident	fund	have
been	 structured	 with	 tax	 incentives	 to	 assist	 South	 Africans	 to	 save	 sufficiently	 for	 retirement.	 	 So	 why	 do	 people	 not	 have
enough	money	for	retirement?
	
There	are	three	big	factors	which	influence	the	situation.
	
Start ing	too	late
The	 first	 is	 that	 people	 start	 saving	 too	 late	 in	 life.	 	 One	 of	 the	 biggest	 contributors	 to	 growing	 an
investment	 is	 time.	 	 The	 longer	 the	 investment	 is	 held	 the	 bigger	 the	 benefit	 as	 a	 result	 of
compounding.		Sanlam	conduct	a	retirement	savings	benchmark	survey	each	year	where	they	interview
pensioners.	 	 When	 asked	 what	 advice	 they	 would	 give	 to	 people	 saving	 for	 retirement	 many
pensioners	repeat	the	same	mantra	–	start	saving	early.		The	sooner	you	start	the	easier	it	becomes	to
achieve	your	objectives.	There	are	always	other	things	to	do	with	your	hard	earned	money,	to	remove
the	 temptation,	 set	 up	 a	 monthly	 debit	 order	 that	 goes	 off	 your	 bank	 account	 each	 month.	 	 South
Africans	 are	 historically	 poor	 savers	 and	 unfortunately	 many	 people	 only	 start	 thinking	 about	 their
retirement	savings	within	the	last	10	years	of	their	working	career.
	
Cont ribut ions	too	low
The	 second	 factor	 is	 that	 people	 contribute	 at	 rates	 that	 are	 too	 low.	 	 The	 large	 insurance	 houses	 all
recommend	a	contribution	rate	of	15%	of	your	gross	salary.		This	should	allow	you	to	provide	sufficiently
for	 yourself	 in	 retirement.	 	 If	 the	 amount	 is	 too	 high	 start	 off	 with	 a	 smaller	 amount	 and	 build	 this	 up
over	 time	each	year	when	you	 receive	your	annual	 increase.	 	Whatever	 you	can	put	aside	 today	will
help	you	in	the	future.
	
Accessing	and	not 	preserving	accumulated	f unds
The	third	factor	and	often	the	most	damaging	one	is	that	people	access	their	retirement	savings	when
changing	jobs.		The	amount	that	you	access,	no	matter	how	big	or	small	will	have	a	negative	effect	on
your	savings	balance	when	you	 reach	 retirement.	 	This	has	a	dual	negative	–	 first	you	will	not	benefit
from	compounding	on	 the	savings	withdrawn	and	secondly	 it	will	 take	you	 time	 to	once	again	build	up
savings.	 	 As	 you	 get	 older	 you	 have	 less	 time	 save	 and	 less	 time	 to	 benefit	 from	 compounding.
	 Albert 	 Einstein	 said	 “Compound	 interest 	 is	 the	 eighth	 wonder	 of 	 the	 world.	 	 He	 who
understands	 it ,	earns	 it 	 ...	he	who	doesn't 	 ...	pays	 it .”	 	 Make	 sure	 you	 earn	 it	 and	 select	 an
asset	class	 that	 is	 in	 line	with	your	 risk	profile 	and	make	sure	you	 receive	 the	maximum	benefit	 from
compounding.
	

The	 ever	 diminishing	 number	 of	 comfortable	 retirees	 has	 created	 a	 new	 social	 dynamic	which	 has	 loosely	 been	 termed	 as	 the
“sandwich	generation”.	 	These	 are	people	who	are	 supporting	both	 their	 own	children	 and	 their	 own	ageing	parents.	 	Because
they	are	forced	to	support	more	mouths	often	they	are	not	in	a	position	themselves	to	provide	for	their	own	retirement	and	thus
they	themselves	in	turn	will	need	to	be	supported	by	their	children.
	
The	best	way	 for	South	Africans	 to	 remedy	 the	 situation	 and	 avoid	 becoming	one	 of	 the	 statistics	 is	 for	 the	 individual	 to	 take
control	of	their	own	retirement	savings.		The	financial	structures	are	all	in	place	and	easily	accessible.		One	does	need	to	make	an
acceptable	financial	sacrifice	to	place	you	in	a	great	position	for	later	life.		Act	now	and	take	advantage	of	the	tax	allowances	and
start	your	retirement	savings	plan,	don’t	delay	and	don’t	dilly	dally.
	
Longevity	and	medical	advances	mean	that	you	will	probably	be	living	longer	in	retirement	and	it	is	imperative	to	factor	this	in
when	planning	for	your	retirement.
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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.
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