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Dear

	
February	 2020	had	 investors	 feeling	 like	 they	 spent	 a	week	 in	 the	 sick	 bay	 as	 concerns	 around	 the	 impact	 of	 the	Coronavirus
continued	to	weigh	on	global	trade,	and	by	extension	global	currency	and	stock	markets.		We	are	not	medical	experts	so	we	will
not	try	unpack	the	medical	statistics	save	to	say	that,	to	date,	over	3	000	deaths	have	been	confirmed	as	a	result	of	the	COVID-19
virus.		
	
The	overarching	concern	of	the	virus	has	been	the	ability	for	it	to	spread	quickly	across	the	globe.		This	has	led	to	trade	tapering
off,	especially	with	China	where	the	virus	is	said	to	have	originated.		We	are	definitely	in	a	global	market	place	and	lack	of	trade
with	China	impacts	products	manufactured	and	commodities	mined	elsewhere	in	the	world.	 	An	example	of	this	 is	 the	US	Tech
giant,	Microsoft	whose	share	price	dropped	5%	(or	$62	000	000	000	lost	in	market	capitalisation)	in	a	single	day	of	trade	after
they	 had	 announced	 that	 their	 Windows	 and	 Surface	 businesses	 would	 see	 worse-than-expected	 sales	 due	 to	 supply	 chain
disruption	as	a	result	of	the	virus.			
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Global	markets	had	a	dismal	February	with	both	developed	markets	losing	more	than	8%	for	the	month	with	most	of	the	losses
occurring	in	the	last	week	of	the	month.		The	JSE	was	down	in	line	with	the	rest	of	the	world	losing	9%	of	its	value.		The	market
tends	 to	 react	 decisively,	 quickly	 and	 often	 experience	 extreme	 moves	 as	 a	 result	 of	 both	 positive	 and	 negative	 news.	 	 The
correction	that	occurred	at	 the	end	of	February	may	very	well	be	overdone	and	could	offer	buying	opportunities	for	 those	that
are	 increasing	 their	 investments.	 	Already	we	have	seen	 the	US	Federal	Reserve	and	 the	Bank	of	Japan	 indicating	 that	 they	will
provide	stimulus	to	prop	up	the	markets	and	avoid	a	recession	occurring	as	a	result	of	the	virus.
	
Moving	away	from	stock	markets	we	had	 the	delivery	of	 the	National	Budget	by	 the	Finance	Minister,	Mr	Tito	Mboweni.	 	Mr
Mboweni	 appears	 fortunately	 to	 be	 more	 focussed	 on	 what	 is	 good	 for	 the	 country	 and	 frequently	 goes	 against	 his	 political
colleagues	in	the	ruling	party.	 	Recognising	the	fact	 that	 tax	rates	are	already	high	and	that	 the	tax	payer	cannot	be	expected	to
provide	 anymore	 income,	 he	 has	 sought	 to	 address	 the	 expense	 side	 of	 the	 equation	with	 the	 indication	 that	 the	 public	 sector
wage	bill	will	be	cut	by	$160bn.		The	salaries	for	all	their	salary	levels	have	more	than	doubled	over	the	last	decade,	and	this	is
before	perks	are	 taken	into	account.	 	People	working	in	 the	public	sector	have	enjoyed	higher	wage	increases	 than	those	 in	 the
private	sector,	and	many	would	argue	that	this	is	despite	there	been	no	productivity	improvement	in	the	public	sector.		How	often
have	you	been	frustrated	with	a	civil	servant	whilst	you	try	renew	a	driver’s	licence	or	sort	out	a	municipal	account?
	
As	mentioned,	Mr	Mboweni	might	be	viewed	as	a	charlatan	or	as	a	bohemian	spirit	by	his	colleagues	as	the	cutting	of	the	wage
bill	will	affect	them	all.		Cue	the	ruling	party	releasing	an	announcement	that	they	were	not	appropriately	consulted.		Further,	the
labour	unions	indicated	that	they	are	unhappy	and	we	could	see	labour	action	as	a	result.		We	would	expect	to	see	strikes	called
by	the	unions	but	we	hope	that	government	can	stick	to	their	promises	and	deliver	a	more	streamline	budget.		The	credibility	of
the	current	government	rests	on	their	ability	to	be	seen	to	be	focused	on	what	is	good	for	the	country	and	not	what	is	good	for
the	politically	connected	few.	Over-all	we	see	this	as	a	positive	budget	for	the	tax	payer	and	for	the	economy	at	a	time	when	we
could	use	some	positive	news.
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THE	AMENDMENTS	IN	THE	2020	NATIONAL	BUDGET
	
For	 the	 first	 time	 in	many	 years	we	 actually	 had	 relatively	 happy	South	Africans	 after	 the	 national	 budget.	 	 The	 stock	market
moved	higher,	the	currency	improved	and	everyone	was	feeling	just	a	little	better.		The	reason	being	–	for	the	first	time	in	many
years	there	wasn’t	a	major	increase	in	the	taxes.		The	standard	has	been	for	a	while	that	whilst	South	Africa’s	finances	get	worse
and	worse,	the	taxpayer	was	expected	to	bail	the	country	out	by	coughing	up	more	and	more.	
	
In	a	previous	Financial	View	we	had	 looked	at	 the	Laffer	curve	and	how	 there	 is	 a	 tipping	point	where	 increasing	 the	 tax	 rate
actually	results	in	decreased	tax	revenue	collected.		We	felt	at	that	point	in	time	that	South	Africa	was	already	beyond	that	tipping
point	and	National	Treasury	must	have	agreed.
	
Before	we	highlight	some	of	the	salient	features	of	the	budget	it	is	important	to	note	that	we	are	not	going	to	be	paying	less	tax.	
In	fact,	everyone	will	be	paying	more	tax	but	the	increase	has	been	spread	across	the	population,	not	just	the	few	paying	tax.		In
this	month’s	Financial	View	we	will	focus	on	the	two	areas	where	individuals	taxes	have	been	adjusted.
	
Everyone	will	pay	more	for	fuel
	
It	was	announced	that	the	fuel	levy	will	increase	by	a	further	25c	per	litre.		This	means	that	we	will	be	paying	R5.84	per	litre	for
tax,	close	to	40%	of	 the	listed	pump	price	for	fuel.	 	The	raising	of	 the	fuel	 levy	is	a	sneaky	tax	as	 it	soon	gets	forgotten	by	the
noise	 around	monthly	 fuel	 price	 increases	 as	 a	 result	 of	 currency	 and	 oil	 price	movements.	 	 It	 is	 however	 an	 equitable	 tax	 as
everyone	pays	it	which	seems	fairer.
	
The	income	tax	table	for	individuals	has	been	adjusted	for	inflation
	
This	 is	 probably	where	 the	 perception	 has	 arisen	 that	we	will	 be	 paying	 less	 tax.	 	 The	 individual	 tax	 table	 brackets	 have	 been
moved	up	by	5.1%	 to	accommodate	 for	 inflation.	 	As	an	example,	 the	 first	bracket	of	18%	 tax	 rate	 is	now	applied	 to	 the	 first
R205	900	of	taxable	income.		This	was	previously	R195	850.		Similarly,	the	primary	rebate	that	we	all	enjoy	has	increased	from
R14	220	to	R14	958,	a	similar	 inflationary	increase.	 	The	reason	this	doesn’t	result	 in	you	paying	more	tax	 is	because	over	 the
next	12	months	most	of	us	will	receive	a	salary	increase	in	line	with	inflation.	 	Moving	of	the	tax	brackets	to	cater	for	inflation
should	ensure	that	the	tax	you	pay	doesn’t	increase	as	a	percentage	of	your	overall	taxable	income.
	
This	hasn’t	always	been	 the	case	over	 the	 last	 few	years	as	 the	government	have	often	kept	 the	 tax	 tables	 the	 same	without	 the
necessary	 inflationary	adjustment	and	hence,	we’ve	had	what	 they	call	bracket	creep.	 	SARS	have	made	more	money	off	your
salary	increases	and	you’ve	ended	up	paying	a	higher	percentage	of	tax.
	
A	demonstration	of	 this	can	be	done	using	 the	 tax	 tables	 that	 applied	 in	2014	and	 those	 that	 applied	 for	 the	previous	 financial
year.		We’ve	used	2	salaries	starting	in	2014	of	R13	800	p.m.	(This	annual	salary	of	R	165	600	would	have	fallen	in	the	lowest
tax	bracket)	and	secondly	one	of	R60	000	p.m.	 	Both	these	salaries	have	been	increased	by	an	average	inflation	rate	of	5%	per
year.		This	is	how	the	percentage	of	tax	paid	would	have	moved	for	the	two	salary	levels:
	

The	 low-income	earner’s	 tax	paid	would	have	 increased	by	 close	 to	2%	as	 a	percentage	of	 their	 taxable	 income	and	 the	high-
income	earner’s	tax	paid	would	have	increased	by	more	than	2%	of	their	taxable	income.		The	same	thing	would	have	happened
to	all	of	us	with	SARS	causing	bracket	creep	by	not	adjusting	the	tax	brackets	annually	for	inflation.		Fortunately,	this	is	remedied
for	the	latest	tax	adjustment	with	SARS	reverting	back	to	their	historic	practice	of	adjusting	the	brackets	and	taking	inflation	into
account.
	
Other	amendments	contained	in	the	Budget
	
Sins	taxes	on	alcohol	and	tobacco-related	products	increased.
Medical	tax	credits	only	increased	by	2.8%	(despite	medical	aid	premiums	increasing	by	double	digit	amounts).
Annual	 limits	 on	 tax	 free	 savings	 increased	 from	R	 33	 000	 to	 R36	 000	 per	 year.	 	 The	 overall	 life	 time	 limit	 of	 R500	 000	 is
unchanged.
	
Our	overall	view
	
We	believe	that	a	contracting	budget	 is	 the	correct	approach	from	government	and	that	 the	taxpayer	 is	an	important	part	of	 the
equation.		The	tax	payers	have	in	the	past	been	exploited	and	revenue	collected	has	not	been	properly	spent	and	we	believe	that
this	 is	one	of	 the	 factors	 that	has	added	 to	 the	high	emigration	 rate.	 	When	you	cannot	get	anymore	 revenue	 then	you	need	 to
look	at	 reducing	your	costs	 /	expenditure.	 	This	 is	 the	way	government	has	structured	 their	2020	budget	and	it	 is	definitely	 the
most	tax	payer	and	growth	friendly	budget	we	have	seen	in	over	a	decade.		There	is	still	a	high	tax	burden	on	the	individual	tax
payers	so	it	remains	vitally	important	that	you	make	use	of	the	various	tax	allowances	available	to	reduce	your	taxable	income.	
The	most	 effective	way	 to	 reduce	 your	 taxable	 income	 is	 to	 contribute	 towards	 your	 retirement	 savings,	 then	 tax	 free	 savings
accounts	and	 take	advantage	of	 the	annual	 interest	allowance.	We	always	say	 that	one	should	never	pay	more	 tax	 than	one	has
to…..
	

	

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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