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Dear

	
July	2019	has	certainly	been	an	interesting	month.		The	newspapers	have	been	dominated	by	local	political	news	stories	over	any
significant	mention	of	the	global	tensions	between	Iran	and	the	superpowers.		Political	infighting	within	the	ANC;	the	appearance
of	Jacob	Zuma	before	the	Zondo	Commission;	and	the	embarrassing	travails	of	the	Public	Protector	have	all	led	front	page	news.	
The	continual	negative	news	flow	has	added	to	a	markedly	negative	sentiment	and	a	 lot	of	 the	discussions	around	the	Saturday
braais	have,	as	a	result,	also	been	negative.
	
We	have	been	reminding	everyone	for	a	number	of	months	now	that	the	large	impacts	on	our	currency	and	our	stock	market	is
often	driven	by	global	events.		A	stance	by	Donald	Trump	against	China,	and	by	extension	other	emerging	markets,	would	have
a	greater	impact	than	any	speech	a	local	politician	could	give.		We	didn’t	count	on	our	politicians…..
	
The	biggest	influencer	on	both	the	currency	and	the	stock	market	within	the	month	was	Eskom.		It	started	with	the	government
producing	a	special	appropriation	bill	to	provide	additional	funding	for	Eskom	over	the	next	couple	of	years.		That	was	followed
a	 few	 days	 later	 by	 the	 Eskom	 results	 reflecting	 a	R21bn	 loss.	 	 This	was	 too	much	 for	 ratings	 agency	 Fitch	 resulting	 in	 them
changing	 the	 outlook	 on	 South	 African	 sovereign	 debt	 from	 “stable”	 to	 “negative”.	 	 The	 Rand	 weakened,	 bond	 yields	 rose
dramatically	and	the	stock	market	dropped	as	foreigners	starting	divesting.	 	This	 is	enough	to	make	anyone	upset,	especially	as
we	are	the	funders	of	Eskom	through	the	taxes	we	pay	and	through	the	increased	electricity	tariffs	that	we	are	forced	to	absorb.	
Eskom	is	too	big	for	the	country	to	allow	it	to	fail	but	we	feel	the	time	has	now	arrived	where	tough	decisions	need	to	made	that
cannot	be	influenced	by	trade	unions	and	political	parties.
	
On	a	positive	note	South	Africa	has	inflation	firmly	in	check	with	no	deviation	from	the	prior	month.		This	allowed	the	Reserve
Bank	to	cut	 the	 interest	 rate	by	0.25%	which	will	give	some	boost	 to	 the	economy	and	to	 the	beleaguered	consumer.	 	With	 the
rest	of	the	world	likely	to	start	cutting	rates	after	the	US	Fed	cut	theirs	by	0.25%	it	means	that	the	currency	should	be	unaffected
by	the	drop	in	the	bond	yields.
	
We	do	believe	that	 the	good	guys	in	politics	are	slowly	gaining	ascendancy	over	the	bad	guys.	 	We	are	also	very	excited	about
current	valuations	in	our	stock	market	and	see	opportunities	in	a	number	of	the	large	companies	listed	on	the	JSE.
	
Finally	 on	 a	 very	 positive	 note	David	 Case	 from	Magwitch	 is	 going	 to	 be	 running	 500km	 over	 10	 days	 in	August	 to	 raise	 a
quarter	of	a	million	Rand	for	Childline.	 	You	can	read	more	about	this	charity	run	at	http://500kaysforkids.co.za	(and	you	may
even	make	a	donation).
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SAVINGS	CHALLENGES
	
It	may	be	a	little-known	fact	that	July	is	national	savings	month	in	South	Africa	each	year.		What	you	probably	wouldn’t	know	is
that	we	even	have	our	own	South	African	Savings	Institute	with	a	very	fancy	Sandton	address.		As	Magwitch	we	feel	that	savings
awareness	is	a	valuable	campaign	and	so	for	this	month’s	Financial	View	we	look	at	how	easy	it	is	to	save.
	
Clients	and	 regular	 readers	of	our	newsletters	would	know	 that	we	distinguish	between	savings	and	 investing.	 	For	us	 saving	 is
putting	away	funds	for	planned	and	unplanned	future	expenses	whether	it	is	for	a	holiday,	a	deposit	on	a	purchase,	school	fees,
vehicle	services	and	any	other	costs	that	it	is	prudent	to	put	funds	away	for.		Investing	is	where	you	generate	your	wealth	through
long	term	investments	into	financial	instruments	with	the	aim	to	generate	above	inflation	returns.		Savings	are	equally	important
because	having	 available	 liquid	 savings	 allows	you	 to	 avoid	 incurring	debt	 and,	 as	 everyone	knows,	debt	 is	 the	most	 effective
destroyer	of	wealth.
	
One	of	the	best	ways	to	start	savings	is	to	decide	on	a	savings	goal.		One	needs	to	set	targets	and	decide	on	the	steps	to	reach	said
targets.
	
The	52	Week	Savings	Challenge
	
Who	wouldn’t	want	to	be	able	to	save	close	to	R14	000	by	starting	off	at	just	R10	a	week?		This	can	be	achieved	by	following	the
52	week	savings	challenge.	 	The	challenge	is	a	very	simple	one	as	effectively	you	save	by	putting	a	small	of	money	away	each
and	every	week	for	a	year.	
	
In	the	52	week	challenge	you	save	R10	in	week	1,	R20	in	week	2,	R300	in	week	30	and	R520	in	the	final	week.		The	total	you
would	have	put	away	in	52	weeks	–	R13	780……
	
	

The	52	week	is	theoretically	a	great	model	however	it	has	one	obvious	flaw.		If	it	is	undertaken	as	part	of	a	New	Year’s	resolution
you	will	hit	your	highest	savings	weeks	in	December,	in	the	very	month	that	your	expenses	tend	to	be	at	their	highest.		There	are
some	variants	on	the	model	for	this	very	reason.		What	is	not	flawed	is	how	easy	it	is	to	accumulate	savings.
	
The	first	R10	to	save	should	be	easy.	 	As	you	progress	from	week	to	week	it	may	require	some	lifestyle	changes.	 	Whether	it	 is
giving	up	the	second	cup	of	coffee,	the	third	box	of	smokes,	 the	second	beer	etc	all	of	us	have	some	excess	expenditure	that	is
not	actually	essential	to	our	existence.
	
Magwitch	Tips	for	Saving
	
1.						Pay	yourself	first	–	To	be	successful	at	saving	you	need	to	prioritise	it	over	other	expenses.		It	is	why	saving	via	a	payroll
deduction	(retirement	savings)	or	via	debit	order	is	the	best	method	of	saving.		If	you	get	used	to	not	having	the	money	you	will
adapt	your	lifestyle	accordingly.
2.						Be	consistent	–	The	best	results	from	come	doing	the	right	thing,	over	and	over	again.		It	is	often	in	times	where	it	is	the
hardest	to	save	that	savings	is	the	most	needed.
3.	 	 	 	 	 	Asset	allocation	and	risk	exposure	–	Make	sure	 that	you	are	 invested	 in	 the	correct	asset	class	 to	help	you	achieve	your
goals	eg	cash	for	short	term	goals,	multi	asset	funds	for	medium	term	and	equities	for	the	long	term	goals.
4.						Start	out	realistically	–	One	has	to	adjust	living	expenses	and	lifestyle	on	a	managed	basis.		If	you	try	save	too	much,	too
quickly	you	will	find	it	impossible	and	the	savings	plan	will	end	before	it	really	gets	going.
5.						Reduce	your	expenses	-	You	can	only	save	that	which	you	can	afford	to	put	away.		The	less	your	expenses,	the	more	you
can	save.		The	more	you	save,	the	more	you	can	afford	the	holiday,	the	car,	the	house,	the	boat,	etc.
6.						Avoid	debt	–	Store	cards,	credit	cards	and	any	other	form	of	short-term	debt	are	the	real	destroyers	of	wealth.		The	interest
charges	on	these	forms	of	credit	is	generally	very	high	causing	you	to	pay	far	more	for	your	purchase.
	
The	important	thing	with	savings	and	investing	is	that	success	isn’t	dependent	on	how	much	monthly	income	you	earn	but	rather
how	 disciplined	 you	 are.	 	 If	 you	 earn	 R10	 000	 then	 you	 are	 doing	 well	 if	 you	 only	 spend	 R9	 000.	 	 If	 however	 you	 spend
R11	000	then	you	are	in	trouble.		There	are	plenty	of	stories	about	how	people	have	improved	their	lives	through	just	doing	the
right	things.		We	at	Magwitch	are	very	passionate	about	doing	the	right	things.
	
	

	

ABOUT	MAGWITCH

	
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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