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Dear

	
South	Africa	has	been	in	lockdown	in	excess	of	3	months	due	to	the	Covid-19	virus	and	whilst	it	is	“business	as	unusual”	we	are
seeing	some	increase	in	economic	activity.		The	restart	of	the	economy	has	been	very	slow	and	it	is	expected	to	be	drawn	out	as
we	encounter	second	and	third	waves	of	the	virus.		The	easing	of	the	lockdown	has	increased	the	spread	of	the	virus	but	as	we’ve
mentioned	in	the	past	the	economic	effects	of	the	lockdown	have	been	even	more	devastating	in	its	impact.		We	urge	everyone	to
continue	 to	 follow	 the	 guidelines	 as	 set	 out	 by	 the	Department	 of	Health	 and	 now	 be	 even	more	 careful	 as	 this	 virus	 has	 not
reached	its	peak	within	our	country.
	

The	GDP	data	was	recently	released	for	the	1st	quarter	of	this	year	and	the	numbers	showed	that	our	economy	contracted	by	2%.	
Given	 that	we	 only	 entered	 lockdown	 right	 at	 the	 end	 of	 the	 first	 quarter	we	 expect	 the	 second	 quarter’s	 numbers	 to	 be	 a	 lot
worse.	 	With	 the	South	African	 economy	contracting	 in	 the	 last	 two	quarters	of	2019	 it	means	 that	we’ve	now	had	3	negative

quarters	with	the	4th	one	a	guarantee	to	be	negative.		Using	the	forecasts	contained	within	the	revised	Budget	Speech	within	the
year	it	will	take	the	South	African	economy	another	3	years	to	get	back	to	the	levels	where	it	was	last	year.		The	revised	Budget
Speech	 was	 the	 main	 economic	 event	 of	 the	 month	 and	 it	 was	 full	 of	 bad	 news	 especially	 in	 terms	 of	 the	 rapid	 increase	 of
government	debt.		What	was	not	dealt	with	clearly	is	how	we	plan	to	repay	the	debt	save	to	say	that	it	will	happen.		The	response
that	it	raised	from	Moody’s	was	very	telling.		Moody’s	were	the	last	credit	ratings	agency	to	downgrade	South	Africa	and	so	have
been	 viewed	 to	 be	 more	 patient	 with	 South	 Africa	 and	 our	 economic	 policies.	 	 The	 comment	 that	 made	 was,	 “Given	 South
Africa’s	weak	track	record	of	fiscal	consolidation	in	recent	years	and	the	weak	medium-term	economic	outlook,	debt	stabilisation
by	2023	will	be	very	difficult	to	achieve.”	 	Whilst	 the	Finance	Minister	Tito	Mboweni	seems	to	be	very	aware	of	this,	 the	rest	of
the	Government	and	particularly	the	ruling	party	should	also	take	note.
	
The	stock	market	followed	global	markets	higher	ending	7.7%	up	for	the	month.		The	JSE	had	its	best	quarter	in	almost	19	years
supported	 by	Rand	 hedges.	 	 The	 stimulus	measures	 introduced	worldwide	 by	Central	 Banks	 has	 increased	 the	 liquidity	 in	 the
markets	with	the	cash	needing	to	find	a	home.		Low	interest	rates	worldwide	have	meant	that	equities	have	been	the	only	place	to
get	any	sort	of	return.
	
Stats	SA	is	behind	in	its	inflation	reporting	as	the	last	month	that	we	have	a	CPI	print	is	for	April	2020.		The	last	reported	inflation
rate	was	low	at	3%	as	the	oil	price	slump	during	the	lockdown	filtered	through	into	the	numbers.		Since	then	we	saw	a	weakening
Rand	and	a	small	rebound	in	the	oil	price	which	leads	us	to	believe	that	inflation	will	be	on	the	rise	again,	as	evidenced	by	the	last
two	 fuel	price	 increases.	 	The	South	African	Reserve	Bank	 feels	 that	 the	 inflationary	pressures	are	external	 and	 thus	have	been
cutting	 interest	 rates	 in	order	 to	stimulate	 the	economy.	 	There	 is	a	possibility	of	another	 interest	 rate	cut	 in	 the	coming	months
but	we	think	that	would	probably	be	the	last	rate	cut	as	a	weak	economy	and	a	weak	currency	will	not	allow	inflation	to	remain
low	for	long.
	
We	still	feel	that	we	are	in	the	middle	of	an	economic	crisis	and	we	hope	to	see	further	reform	within	our	economic	policies	to	get
this	great	country	out	of	this	hole.		Everyone	in	Government	needs	to	realise	that	we	in	a	terrible	position	and	they,	as	a	team,	are
the	leadership	that	needs	to	enforce	the	changes	to	speed	up	the	recovery.
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WHAT	ARE	YOU	BUYING	WHEN	YOU	BUY	MEDICAL	INSURANCE?
	
As	Magwitch	we	have	a	large	number	of	Medical	Aid	members	and	generally	the	overriding	negative	comment	we	hear	is	about
the	price	of	membership	of	all	the	medical	aids.		The	high	cost	of	accessing	healthcare	within	private	facilities	and	affordability	of
premiums	has	given	 rise	 to	 a	number	of	new	 insurance	products	–	many	of	which	 are	 advertised	 frequently	 in	 the	prime-time
slots.		These	adverts	are	often	quite	vague	so	in	this	month’s	Financial	View	we	will	explain	the	main	differences	between	medical
aid	and	medical	insurance.
	
We	say	we	will	explore	 the	difference	because	 the	main	point	 is	 that	 they	are	not	 the	same	and	do	not	offer	 the	same	benefits.	
There	 are	 no	 direct	 comparable	 products	 to	medical	 aid	 within	 South	Africa,	 despite	 both	medical	 aid	 and	medical	 insurance
having	the	same	primary	purpose	–	which	is	to	provide	funding	for	private	healthcare.
	
The	main	difference	between	the	products	are	their	structures	which	we	can	summarise	as	follows:
	

Medical	aids	are	required	to,	as	governed	by	their	legislation,	to	provide	far	more	extensive	cover	yet	that	comes	at	a	far	higher
cost.		Ultimately	you	get	what	you	pay	for.
	
In	the	event	of	hospitalisation
	
The	primary	reason	that	we,	as	South	Africans,	are	on	medical	aids	is	so	that	we	can	enjoy	healthcare	in	the	private	hospitals	and
not	be	 limited	 to	public	healthcare	 in	government	 facilities.	 	The	medical	aid	provides	 the	 funding	(through	 the	premiums)	 for
private	healthcare	expenses	to	be	covered,	which	would	generally	be	paid	directly	from	the	medical	aid	to	the	private	hospital.	
The	medical	aids	pool	all	members	funds	together	and	these	are	used	to	cover	all	hospitalisation	costs	of	the	members	per	year.	
Medical	 aid	membership	 is	 however	 not	 a	 necessity	 to	 access	 private	 hospitals.	 	 In	 the	 event	 you	 don’t	 have	medical	 aid	 you
would	just	need	to	cover	the	bill	yourself.		As	hospital	costs	can	be	very	high	the	hospitals	generally	would	require	a	deposit	(and
credit	card	booking)	for	all	patients	that	aren’t	on	a	medical	aid	as	part	of	their	credit	control	process.
	
Medical	insurance	on	the	other	hand	often	includes	a	hospital	cash	back	component	in	the	event	of	accidents	and	emergencies.	
These	would	be	advertised	as	“get	up	to	R..	per	day”	for	every	day	that	you	are	in	hospital.		This	pay-out	is	advertised	as	being
for	non-medical	expenses	as	it	would	pay	out	to	the	policy	holder,	who	could	then	apply	the	funds	at	their	discretion	–	although
the	medical	 expenses	would	 be	 the	 very	 compelling	 item	 to	 settle.	 	 Because	medical	 insurance	 is	 not	 a	medical	 aid	 the	 policy
holder	would	 still	 have	 to	 fork	 out	 the	 funds	 to	 pay	 the	 deposit	 for	 the	 private	 hospital	 and	 then	 only	 receive	 funds	 from	 the
insurance	policy	 later	once	 their	claim	had	been	submitted.	 	Not	everyone	has	 the	odd	 treasure	chest	 /	 reserves	 lying	around	 to
pay	 the	deposit	 that	 private	 hospitals	 require	 and	 the	 risk	may	be	 that	 even	 if	 you	have	 the	medical	 insurance	you	 still	 cannot
access	private	healthcare	as	you	cannot	meet	their	admittance	requirements.
	
The	 other	 risk	 on	 hospitalisation	 is	 that	 medical	 aids	 provide	 unlimited	 cover	 within	 hospital.	 	 The	 medical	 aids	 pay	 out	 per
procedure	so	if	your	condition	requires	more	than	one	procedure	each	one	is	covered	with	its	own	medical	codes.		The	medical
insurance	pays	out	 per	 event	 so	multiple	 procedures	 do	not	 result	 in	multiple	 pay	outs.	 	 If	 hospitalised	 as	 a	 result	 of	 a	 vehicle
accident	 for	 example	 that	would	 be	 the	 event.	 	Any	 complications	 that	may	 require	 further	 attention	whilst	 in	 hospital	 do	 not
trigger	 further	 pay	 outs	which	would	 leave	 greater	 expenses	 for	 one’s	 own	 pocket.	 	 The	 unlimited	 cover	 that	 the	medical	 aid
provides	 is	 a	 critical	 factor	 hospital	 bills	 in	 excess	 of	 half	 a	 million	 Rand	 are	 not	 uncommon.	 	 If	 one	 received	 a	 bill	 to	 this
quantum	with	just	medical	insurance	there	would	be	a	really	significant	and	painful	shortfall.
	
With	medical	insurance	generally	only	paying	in	the	event	of	accidents	and	emergencies	any	planned	procedure	would	still	need
to	done	 in	 the	public	healthcare	 facilities	unless	one	had	 the	ability	 to	directly	 carry	 the	costs	of	 said	procedures.	 	The	various
medical	 insurances	 do	 differ	 in	 how	 they	 are	 structured	 and	what	 they	will	 and	won’t	 pay	 so	 in	 the	 event	 you	 have	medical
insurance	you	would	need	to	familiarise	yourself	with	its	policy	terms.
	
Chronic	healthcare	and	medicine
	
Medical	 aids	 are	 required	 by	 law	 to	 provide	 Prescribed	Minimum	Benefits	 (PMBs)	 for	 270	 life	 threatening	 conditions	 and	 26
chronic	 conditions.	 	 PMBs	 require	 all	 medical	 aids	 to	 cover	 the	 full	 cost	 of	 treating	 these	 illnesses	 including	 the	 medication
required	 for	 them.	 	 The	 medical	 aid	 is	 however	 allowed	 to	 designate	 the	 service	 provider	 for	 such	 treatment	 and	 medicine.	
Medical	insurance	has	no	requirement	to	cover	chronic	conditions.
	
Gap	Cover
	
Gap	cover	is	also	a	short-term	insurance	product	but	specifically	designed	to	cover	any	in-hospital	expenses	not	covered	by	the
medical	 aid.	 	 The	 reason	 a	 “gap”	 can	 exist	 is	 that	 medical	 aids	 will	 reimburse	 specialists	 at	 their	 medical	 aid	 rate	 which	 is
determined	 from	 the	 National	 Health	 Reference	 Price	 List.	 	 Medical	 practitioners,	 specifically	 specialists,	 however	 are	 not
legislated	in	terms	of	what	they	can	charge	so	they	may	charge	amounts	in	excess	of	the	medical	aid	rate.		Anything	not	covered
by	the	medical	aid	will	be	for	the	member’s	own	pocket.
	
Very	 important	 things	 to	note	 is	 that	gap	cover	doesn’t	 cover	out	of	hospital	 expenses	and	 to	 take	 this	cover	membership	of	 a
medical	aid	 is	compulsory.	 	AS	you	approach	middle	age	where	 the	 risk	of	hospitalisation	 increases,	we	 think	 this	 is	 important
cover	to	add	if	affordable.
	
Thus,	is	Medical	Insurance	worthwhile?
	
As	 we’ve	 said	 from	 the	 outset	 medical	 insurance	 is	 not	 a	 direct	 replacement	 for	 medical	 aid.	 	 Medical	 aid	 is	 far	 more
comprehensive	and	if	your	desire	is	to	avoid	the	government	hospitals	and	clinics	at	all	costs,	then	you	have	no	choice	but	to	be	a
member	of	a	medical	aid.
	
Medical	 insurance	 is	 still	 better	 than	 nothing	 and	 if	membership	 of	 a	medical	 aid	 is	 unaffordable	 then	 your	 next	 best	 solution
would	be	medical	insurance	for	you	and	your	family.		As	mentioned	earlier	in	this	article	ultimately	you	get	what	you	pay	for.	
	
If	you	are	currently	unhappy	with	what	you	are	paying	for	medical	aid	you	are	more	than	welcome	to	contact	Magwitch	and	we
can	work	with	you	to	figure	out	a	structure	that	will	give	you	the	most	appropriate	health	protection	at	the	best	price.
	

	

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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