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Dear

	
Last	month	we	mentioned	 that	we	 felt	 that	 the	phased	easing	of	 the	 lockdown	due	 to	 the	Coronavirus	was	a	 step	 too	 far.	 	The
devastation	to	the	economy	has	been	severe	and	it	has	highlighted	the	plight	of	many	South	Africans.		In	our	Financial	View	later
in	this	newsletter	we	look	at	how	limited	the	impact	of	the	virus	may	be	on	the	population,	yet	people	have	lost	their	jobs,	their
businesses	and	their	income	due	to	the	lockdown.
	
The	drag	on	the	economy	will	continue	to	be	felt	as	we	move	into	level	3.		Level	3	marks	a	change	from	the	previous	levels	in
that	 the	 legislation	 now	 dictates	 what	 isn’t	 permitted	 (previous	 levels	 4	&	 5	 only	 deal	 with	 a	 limit	 list	 of	 industries	 that	 were
allowed	to	resume).	 	However,	 there	are	people	and	families	who	remain	excluded	from	the	economy	by	 the	 legislation.	 	Over
the	past	10	weeks	the	best	job	to	have	had,	is	to	be	a	public	servant	–	full	pay	despite	services	being	stopped.
	
They	say	one	should	never	waste	a	good	crisis	but	it	feels	that	a	clear	opportunity	is	being	missed.		The	shutting	of	the	economy
has	 increased	government	borrowing	and	increased	the	reliance	on	social	grants	 throughout	South	Africa.	 	The	Unemployment
Insurance	Fund	 (UIF)	 is	 being	 eroded	as	 increased	grants	 are	paid	out.	 	We	 feel	 that	 the	 long-term	 solutions	 to	South	Africa’s
woes	and	poverty	challenges	are	education	and	jobs.		Social	grants	are	a	short-term	solution	as	they	can	only	be	very	limited	and
someone	has	to	pay	for	it.	 	Give	a	man	a	fish	and	you	feed	him	for	a	day;	teach	a	man	to	fish	and	you	feed	him	for	a	lifetime.
		To	create	jobs,	we	need	to	have	increased	investment	into	our	country.		With	a	weak	currency	we	should	be	the	destination	of
choice	for	foreign	companies	wanting	to	expand	their	operations	yet	in	the	World	Bank’s	ease	of	business	survey,	South	Africa
only	ranks	84th.		There	are	83	other	countries	where	it	is	easier	to	conduct	businesses.		As	recently	as	2007	we	were	ranked	29th
so	it	shows	a	worrying	slide	with	foreigners	viewing	the	country	as	less	desirable	and	increasingly	riskier.		If	we	can	once	again
become	more	attractive	as	an	investment	destination	then	companies	will	invest	and	the	jobs	will	come	and	do	more	to	alleviate
poverty	 than	 any	 of	 the	 economic	 policies	 whether	 already	 in	 place	 (broad	 based	 black	 economic	 empowerment)	 or	 been
suggested	 (expropriation	 without	 compensation,	 prescribed	 assets,	 etc).	 	 Investors	 want	 certainty,	 a	 positive	 and	 clean
environment,	the	ability	to	earn	returns,	ensure	tenure	of	assets,	security,	good	policing	and	law	and	order.		Focus	on	these	issues
and	investments	and	jobs	will	follow.
	
The	economic	slowdown	and	the	reduction	of	the	oil	price	has	reduced	inflation	to	a	standstill.		There	wasn’t	a	CPI	print	for	April
because	Stats	SA	couldn’t	 collect	 the	data	but	 the	demand	side	has	 fallen	as	people’s	 income	has	 fallen.	 	With	 the	 reduction	 in
inflation	the	South	Africa	Reserve	Bank	were	able	to	conduct	a	further	rate	cut	of	50	basis	points	taking	the	total	rate	cuts	for	the
year	to	2.75%	and	they	haven’t	ruled	out	any	further	rate	cut.		Anyone	that	has	filled	up	within	the	last	month	would	have	noted
how	that	portion	of	inflation	has	come	down.
	
The	fuel	price	is	to	increase	on	Wednesday	with	petrol	going	up	by	R1.18	per	litre.		Don’t	forget	to	fill	up	before	then.
	
As	 countries	 around	 the	world	 get	 to	 grips	with	 their	 Coronavirus	 strategies,	we	 have	 seen	 an	 increased	 risk	 appetite	 amongst
global	investors	giving	some	impetus	to	emerging	markets	currencies.		The	Rand	together	with	other	emerging	market	currencies
are	staging	a	partial	recovery	against	the	major	trading	currencies.		The	stock	market	was	relatively	flat	for	the	month.		There	are
some	simmering	trade	tensions	between	the	US	and	China	and	that	had	an	impact.		Donald	Trump	remains	a	law	unto	himself	and
has	been	picking	fights	with	the	World	Health	Organisation	and	China,	possibly	seeking	to	divert	attention	from	his	own	handling
of	the	Covid-19	virus	within	the	US.
	
We	still	feel	as	there	is	a	lot	of	uncertainty	out	there	that	one	should	continue	to	exercise	caution	however	opportunities	definitely
exist.		The	most	successful	market	participants	will	be	those	that	don’t	bury	their	heads	in	the	sand.
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THE	ODDS	ARE	IN	YOUR	FAVOUR	THAT	YOU	WILL	LIVE	TO	RETIREMENT	AGE
	
We’ve	 heard	 of	 a	 number	 of	 people	who	 have	 stopped	 following	 the	 current	 news	 as	 it	 is	 dominated	 by	 Coronavirus	 related
stories	and	focuses	on	little	else.		Everyday	the	news	is	full	of	the	number	of	new	positive	cases,	the	number	of	recoveries	and	the
number	of	deaths	as	a	result	of	the	Covid-19	virus,	in	addition	to	stories	around	the	lockdown	and	the	related	economic	hardship.
	
Whilst	Magwitch	 doesn’t	 employ	 any	medical	 experts	 it	 is	 probably	 the	 right	 the	 time	 for	 us	 to	 detail	 our	 assessment	 on	what
impact	 the	 pandemic	 may	 have	 for	 the	 future	 of	 individuals.	 	We	 are	 of	 the	 belief	 that	 although	 times	 may	 be	 tough	 at	 the
moment,	most	will	get	through	this	and	it	is	important	not	to	lose	sight	of	your	long-term	goals	and	your	long-term	needs.		In	this
month’s	Financial	View	we	look	at	how	it	is	probable	that	you	will	reach	retirement	age	and	you	need	to	plan	around	that.		{we
accept	that	some	readers	may	already	be	in	retirement	and	hopefully	this	article	would	be	of	benefit	 to	the	younger	generations
within	their	families}
	
The	Impact	of	Coronavirus	on	Life	Expectancy
	
South	Africa	 has	 a	 death	 rate	 that	 has	 hovered	 around	9.4	 for	 the	 last	 few	years.	 	This	 is	measure	 per	 population	of	 1	 000	 so
0.94%	of	the	population	dies	each	year.		Using	the	Stats	SA	population	estimate	of	58.775m	would	mean	that	roughly	550	000
South	Africans	die	each	year	(as	at	1	June	2020	deaths	due	to	Coronavirus	are	683	lives).		Coronavirus	at	this	stage	appears	to	be
a	 small	 contributing	 factor	 to	 the	 existing	 death	 rate.	 	 This	 is	 borne	 out	 by	 the	weekly	 death	 statistics	 compiled	 by	 the	 South
African	Medical	Research	Council.
	

As	one	can	see	in	the	chart	the	black	line	(actual	data)	was	above	the	forecast	before	dropping	outside	the	bound	which	could	be
attributed	 to	 the	 lockdown.	 	 The	 lockdown	 therefore	 did	 save	 lives,	 with	 the	 reduced	 death	 rate	 being	 attributable	 to	 some
obvious	 things	 such	 as	 vehicular	 accidents	 (very	 few	 people	 were	 on	 the	 roads)	 and	 from	 violent	 crimes.	 	 In	 assessing	 the
SAMRC	weekly	estimates	their	average	is	around	8	500	deaths	per	week.		They	exclude	the	deaths	of	anyone	younger	than	1	as
Stats	SA	have	not	been	able	to	produce	figures	for	that	segment	of	the	population	of	the	statistics	due	to	lockdown.
	
There	are	a	number	of	conflicting	stories	out	there	about	the	infection	and	mortality	rate	of	the	virus	but	at	the	start	of	lockdown
the	minister	of	health,	Dr	Zweli	Mkhize	said	that	he	expected	that	60%	of	South	Africans	would	contract	the	Covid-19	virus.		A
large	 percentage	 of	 people	 that	 contract	 the	 virus	will	 be	 unaware	 that	 they	 have	 done	 so	 as	 they	will	 be	 asymptomatic.	 	 The
government	predicts	 that	 just	short	of	4m	positive	cases	will	be	 identified	with	 total	deaths	 in	 the	region	of	40	000	 individuals,
which	is	less	than	1/10th	of	the	South	Africans	dying	each	year.		Is	it	possible	that	we	see	a	lower	death	rate	this	year	as	a	result	of
more	lives	saved	during	lockdown	than	that	are	lost	to	the	virus?		With	this	in	mind	we	don’t	expect	the	Covid-19	virus	to	have
any	meaningful	impact	on	the	average	life	expectancy	of	the	average	South	African.
	
The	life	expectancy	for	South	Africans
	
Before	we	look	at	 this	statistic	 it	 is	best	 to	warn	 the	males	 that	you	will	not	 live	as	 long	as	your	female	counterparts.	 	There	are
many	theories	for	that,	depending	whether	you	are	a	male	or	a	female	explaining	the	reasons.		We	won’t	get	into	the	reasons	as
we	don’t	want	any	domestic	strife	but	rather,	we	provide	the	data	separately	for	males	and	for	females.
	
Actuarial	data	is	often	complicated	to	use	so	we	have	relied	on	the	data	put	together	by	the	World	Health	Organisation.		Their	last
analysis	was	in	April	2018	and	provides	a	data	set	up	to	the	year	2016.
	
For	the	people	born	in	South	Africa	today	their	average	life	expectancy	is	60	years	for	males	and	67	years	for	females.
	

As	you	get	 older	 though	your	 average	 life	 expectancy	 increases.	 	This	 is	 because	 the	 average	only	 reflects	people	 that	 are	 still
living.		For	example,	at	the	age	of	40	life	expectancy	changes	to	67	for	males	and	74	for	females.
	
The	World	Health	Organisation	calculates	the	spread	of	deaths	across	the	age	brackets	as	follows:
	

The	dotted	line	represents	the	accepted	retirement	age	of	65	with	the	chart	demonstrating	that	more	females	and	males	pass	after
retirement	age.		In	fact,	65.4%	of	females	born	today	will	reach	65	and	50.1%	of	males	will	reach	the	same	age.		Once	again,	no
comment	on	the	gap	between	males	and	females	that	begins	to	widen	from	the	age	of	35.
	
The	data	set	can	be	converted	into	a	probability	series.		If	50.1%	of	males	reach	the	age	of	65	what	chance	do	you	have	of	being
in	 that	50.1%?		For	example,	we	know	that	88%	of	males	will	 reach	the	age	of	35	so	 therefore	as	a	male	at	age	35	you	have	a
57%	chance	of	reaching	age	65	(50.1%/88%).		Putting	the	complete	data	together	we	get	the	following	chart:
	

This	graph	shows	that	the	odds	are	in	your	favour	and	at	your	age	you	have	a	50%	plus	chance	of	making	retirement.	Regardless
of	whether	you	are	male	or	female	the	chance	of	reaching	65	is	always	above	50%.		The	youngest	staff	member	of	Magwitch	is	a
26	year	old	male	–	he	will	have	a	54%	chance	of	reaching	the	age	of	65.
	
So	what	does	this	all	mean?
	
The	 statistics	would	 indicate	 that	you	are	 likely	 to	 reach	 retirement	 age	and	 thus	 it	 is	 critical	 that	you	always	contemplate	your
retirement.		An	often	quoted	statistic	is	that	only	6%	of	South	Africans	can	retire	comfortably	–	defined	as	being	able	to	maintain
your	standard	of	living	during	retirement	and	not	being	reliant	on	government	or	on	your	family	to	survive.
	
This	is	becoming	more	critical	as	people	are	living	longer.		If	you	reach	the	age	of	65	you	are	expected	to	live	to	76	(males)	and
80	(females).		That	is	a	long	time	to	have	to	rely	on	drawing	income	from	retirement	savings	and	even	worse	is	that	14%	of	all
males	will	 get	 to	 the	 age	of	 80	 and	33%	of	 females	will	 reach	 that	 age.	 	The	 retirement	 savings	problem	 that	 already	 exists	 in
South	Africa	is	only	going	to	get	worse.
	
The	best	way	 to	 combat	 this	 and	make	 sure	 that	you	are	not	part	of	 a	dreadful	 retirement	 statistic	 is	 to	make	 sure	 that	you	are
always	aware	of	 the	 fact	 that	one	day	you	will	probably	get	old	and	 it	would	be	nice	 to	be	 in	a	position	 to	 retire	on	your	own
terms.		To	achieve	that	one	always	needs	to	be	mindful	of	the	long-term	retirement	goal.
	
The	only	factors	that	determine	how	much	you	have	at	retirement	are:
1.	How	long	you	save	for
2.	How	much	you	put	away
3.	What	return	you	get	on	your	investments
	
Too	 often	 people	 only	 focus	 on	 retirement	 when	 it	 is	 too	 late.	 	 We	 at	 Magwitch	 like	 to	 say	 “plan	 to	 live	 and	 plan	 to	 live
comfortably	 in	retirement”.	 	Put	as	much	aside	as	possible,	 for	as	 long	as	possible,	making	sure	you	have	exposure	 to	 the	right
assets	classes	through	a	well-diversified	portfolio	that	includes	both	local	and	offshore	assets.
	
	

	

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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