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Market Indicators 
 

 The FTSE/JSE All Share Index (+1%) ended the year 
strongly with local industrials and banks leading the gains and 
offsetting the losses in the resource sector. 
 Equities (+2.6%) underperformed cash (+7.4%) and bonds 
(+15.4%). 
 Financials (+3.5%) were helped by a stronger Rand. The 
best performers in this sector was Barclays Africa (+7.2%) 
and FirstRand (+5.3%) 
 Sasol (+5.5%) tracked crude oil higher despite the 
strengthening Rand. OPEC members agreed to production 
cuts at the end of November and 10 non-OPEC producers 
agreed to reductions from January. 
 South Africa avoided a ratings downgrade to junk status by 
all rating agencies. 
 The Rand ended the year stronger against the dollar 

(+12.6%) and (+34.4%) against the Pound. The risks to the currency remain to the downside given SA’s 
economic prospects, political uncertainty and sizeable internal and external deficits. 

 European equities (+5.3%) led global markets (+2.2%) higher. This was after the ECB delivered a more 
dovish taper to its Quantitative Easing Programme in contrast to the hawkish US Federal Reserve. 

 The Fed increased interest rates by 0.25%, the only increase for the year. 
 The Bank of Japan continued its stimulus plan but upgraded its economic outlook on improving domestic 

consumption and rising external demand. 
 Chinese equities (-4.1%) fell, causing emerging market (+0.2%) underperformance as anti-China Trump 

rhetoric and fears for a Sino-America trade war dampened the appetite for and rating of Chinese Stocks. 
 

 Source: Foord – December 2016 Update 

 

 

‘One of the key problems today is that politics is 
such a disgrace, good people don't go into 

government.’ 

– Donald Trump 
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Editorial 
Words by Michael Haldane, Managing Director 

 
Last year was a battle; this year may be a war. 

Hi all, and welcome back. I hope you had a wonderful December and a lovely New Year. I am sure by now you 
are all back at the office, just like I am. I hope it’s not as terrible as you expected. Last year at Global & Local 
was probably the hardest year for us since 2008. We had Brexit come out of the blue, we also had Trumpet, 
Nenegate and Nkandlagate. Four huge things happened in one year and it had us working overtime. This year 
I don’t think will be any easier.  

Trump was inaugurated as the next American President on Friday 20th January 2017. Many Democrat senators 
were said to not even attend his inauguration. His spin doctors had a hissy fit that his inauguration had a smaller 
crowd than Obama’s in 2009 – a very mature start. Over the last month, he has been ranting and raving on 
Twitter threatening to start construction of the Mexican wall. He has also threatened Japan, or more specifically 
Toyota, with severe import taxes if they don’t build factories on American soil and keep them out of Mexico. 
He’s all over the place and is a total wild card. I think in six months we will have an opinion whether it was the 
best thing the American voters ever did to vote him in (even through three million more voted for Clinton) or if 
it brings America to its knees, like it did in the 1920’s with a similar-thinking president which led to The Great 
Depression. Food for thought. 

 

Some interesting trivia about Trump to end off with: 

 His mom is Scottish 
 He will be the first US president to not have a pet in the Whitehouse 
 He does not touch alcohol 
 He carries hand sanitiser with him everywhere 
 His dad started him off in business with $1 million 
 He has been bankrupt 6 times 

 

I had a fantastic December as I marked one more off on my bucket list. I went to Peru and visited Machu Picchu 
(one of the seven new wonders of the world) and the Nazca Lines. 

Machu Picchu is an Incan village in the Andes Mountains which was only discovered in the early 20th century. 
Luckily the Spanish never discovered it in the 16th century when they conquered Peru with under 200 men and 
plundered and destroyed an ancient civilisation. It’s the most magical place, tranquil and dotted with alpacas 
(like llamas - and yes, they spit) wandering around. Unbelievable scenery. The only unfortunate thing was the 
sand flies that discovered my ankles and left me itchy for two weeks. I must note that our tour guide did advise 
us strongly to wear long pants but I did not heed to his warning.  



 

 

The Incas were an amazing civilisation. Their buildings to this day astound architects around the world as to 
how these great big blocks of rock where cut and perfectly fit into each other. This was all without the use of 
the wheel or metal tools.  In these modern times, it is still not achievable without power tools and heavy lifting 
equipment. The capital of Peru is Lima. It is a most extraordinary city, populated by 11 million people and built 
on a dessert next to the ocean. The similarities to Johannesburg were striking: Lima is surrounded by squatter 
camps high up on the sand dunes; many areas have a lack of water, electricity and sanitation; there are burglar 
bars and electric fences everywhere, as well as uniformed security guards and some very nice and safe areas 
like Sandton. One of their presidents is in jail on corruption charges and his daughter ran for president in the 
last election and almost won. What is also of interest is that the education is amongst the worst in South America, 
due to their colonial history and differences in standard of living. But ask a tour guide about crime and poverty 
and they will tell you: ‘No, everything is fine!’.  

It was good to arrive back home; we live in a beautiful country. Jo’burg has finally had much-needed rain and 
things are looking a lot greener and lush.  

I wish all a fantastic year ahead. Keep calm, don’t panic in any situation, and above all, laugh a lot this year.  

__________________________________________________________________________________________________ 
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Spotlight 

Power in doing nothing  
Words by Jaye Spence, HOD Technical                                               

With Donald Trump in the White House, the UK still negotiating for 
Brexit, low global interest rates and slow growth, 2017 may be set to 
be another year of volatility and uncertainty for the financial markets. 
To make the best of these conditions during market downturns, 
investors will need to resist their instincts to panic and sell their riskier 
assets, in order to avoid destroying the long-term value of their 
portfolios. 

Many investors claim to have a high tolerance for risk, but this is 
usually only until the value of their investment falls by an 
uncomfortable amount. It is often at this point, and with much higher 
anxiety levels, that investors feel compelled to act by selling their 
long-term growth investment, seeking the perceived safety of cash 
or a similar conservative investment. However, as difficult as it is to 
do nothing in market downturns, it may just be the best investment 
strategy. 

This is evident in the following chart, which illustrates the 
performance impact of the difference between staying invested or 
moving your funds during volatile market conditions. 

 
 

 
 

The importance of staying invested: Local FTSE/JSE ALSI vs SA cash 
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At the start of 2016 the South African Reserve Bank responded to the rapidly deteriorating inflation outlook by 
increasing the repo rate to 7%. Since then, South Africa’s inflation and interest rate outlook has improved over 
2016. The Rand has strengthened as commodity prices firmed up, food prices peaked and oil prices struggled 
to rise above $ 50 per barrel.  

However, the outlook for local economic growth has improved. SA was hit by several shocks over the past three 
years, falling commodity prices, load-shedding, prolonged strikes, severe droughts and rising interest rates. 
These shocks had a combined impact on pushing the growth rate below zero in the first quarter of 2016. The 
impact of these shocks are in the process of fading. We haven’t had load-shedding in a year, commodity prices 
have stabilised, and the drought is easing. There has been no repeat of the devastating strike in 2014, a point 
rating agency Moody’s recently emphasised. There could therefore be upside surprise on the earnings of 
domestically focused companies.  

Finally, while there is increased noise and media commentary surrounding the ongoing instability in financial 
markets, investors must not panic. It’s important to revisit and recommit to your long-term investment goals 
and bear in mind that they are most likely to achieve these by ensuring time in the market, as opposed to trying 
to time the market.  

References: 

 Money Marketing – Article by Pieter Hugo – With more volatility ahead, resist selling in downturns. 
 Money Marketing – Article by Izak Odendaal - What does 2017 hold 
 Investec View Point – Article by – Paul Hutchinson – How are Golden Retrievers like the equity market  
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Opinion 
Zuma’s new tax laws hammer wealthy and employees who earn shares: Quick guide 

Words by Natalie Greve, fin24 

 

It’s notoriously hard to save and invest money in an effort to become financially independent – and it 
has just got a whole lot harder to enjoy investment returns. 
President Jacob Zuma has signed into law a number of new Bills that will penalise wealthier 
investors and higher income salary-earners. Trusts, used by individuals as they develop or maintain a 
sizeable pot of assets, fall into the net as do hybrid instruments. Entrepreneurial employees hoping to 
share in the growth of the businesses that they work for through tax-free share schemes will now be 
hit with tax. 
 
And, in a move to promote the hiring younger people – and possibly disincentivise employing older 
people – employers pay less Pay As You Earn for youthful staff members. The rates and amounts 
outlined in terms of the Special Voluntary Disclosure Programme add more detail to the project aimed 
at enhancing disclosure of offshore assets. 
 
However, the provisions are likely to encourage more individuals to emigrate where they can – or spend 
time outside the country to qualify as being domiciled for tax purposes elsewhere. 
In a nutshell, these new laws seem broadly aimed at preventing the rich from getting richer while the 
state raises more funds. While a nice idea in principle, many will find it hard to feel enthusiastic about 
complying with laws when the most prominent politicians and government officials are abusing 
taxpayers’ contributions to state coffers on a grand scale. 
 
Expect more South African business players and wealthy individuals to live between London and 
Johannesburg or Cape Town and Melbourne as they minimise their tax liabilities. – Jackie Cameron 
 
 
On January 11, President Jacob Zuma signed several Bills into law, including seven tax and 
employment-related amendments. He said at the time that he was confident that the amended laws 
would “enhance government service delivery programmes” and improve the work of the departments 
and institutions that are custodians of these laws. 

We unpack what these amendments mean for you. 

1. Taxation Laws Amendment Act 
According to Norton Rose Fulbright tax director Dale Cridlan, this Act contains numerous tax 
amendments with several implications, the most notable being: 

 
 
 



Interest-free or low-interest loans to trusts 
The focus on the taxation of trusts has recently been considered by the Davis Tax Committee, which 
has issued a report making certain recommendations to the taxation of trusts. The Taxation Laws 
Amendment Act has introduced a new section (section 7C), which aims to limit the ability of taxpayers 
to transfer wealth to their trusts without being subject to tax. The section applies where a natural 
person (or a company which is a ‘connected person’ in relation to that natural person) makes a low-
interest or an interest-free loan to a trust in relation to which that natural person is a ‘connected 
person’. “The section provides that, as from 1 March 2017, the difference between what is termed the 
“official rate of interest”, currently at 8%, and the amount of interest actually charged on the loan to 
the trust must be deemed to be a continuing donation made by the trust. “This donation will be subject 
to donations tax of 20%. It is expected that this provision will impact on numerous family trusts, which 
have historically been funded by way of interest-free or low-interest loans,” Cridlan notes. 

Share incentive schemes 
Also contained with the Taxation Laws Amendment Act are various amendments that will result in the 
taxation of employees on the dividend proceeds received from the disposal or redemption of the 
underlying equity shares in a company. The purpose of a share incentive scheme is to reward and 
incentivise employees for good performance. “Amounts received by the employees (whether in cash or 
shares) in respect of services provided by employees are taxed as ordinary income (currently up to a 
maximum marginal rate of 41%). “Historically, share incentive schemes have been designed to return 
cash to employees in the form of dividends on a tax free basis, which now changes,” Cridlan explains. 

Hybrid instruments 
The Income Tax Act currently contains complex rules which seek to recharacterise preference share 
funding as debt in certain circumstances. This means that what would normally be a tax-free dividend 
which is received by a holder of a preference share will be recharacterised and deemed to be income, 
which will be taxed in the hands of the holder of the shares. “Numerous transactions have been 
designed to avoid these rules by, for example, interposing a trust between the holder and the issuer 
of the preference shares. “The Taxation Laws Amendment Act has introduced various amendments to 
provide that the dividends on such arrangements will continue to be taxed in the hands of the recipients 
of the dividend,” Cridlan cautions. 

Employment Tax Incentive Act (ETI) 
Also contained within the Taxation Laws Amendment Act, the Employment Tax Incentive (ETI) Act will 
encourage employers to hire young people by reducing the amount of Pay As You Earn tax payable to 
the South African Revenue Service (Sars), thereby, reducing the cost of employment to 
the employer while leaving the employee’s earnings unaffected. Business Unity South Africa (Busa) has 
welcomed the passing of amendment, which it believes will make significant strides in youth 
employment. 

2. Finance Act, 2016 
Cridlan says this Act does not deal with tax implications for individuals or corporates. The Act seeks to 
provide provisions for the approval of unauthorised public expenditure, the recovery of unauthorised 
expenditure and to provide for matters connected therewith. 



3. Rates and Monetary Amounts and Amendment of Revenue Laws (Administration) Act, 2016 
Cridlan explains that this Act provides that applications made under the Special Voluntary Disclosure 
Programme (SVDP) must be made on or after 1 October 2016 but by no later than 31 August 2017, 
thereby extending the original term of the SVDP. The Act also makes it clear that the SVDP does not 
apply to trusts that are not permitted to make an application under the SVDP. 

4. Rates and Monetary Amounts and Amendment of Revenue Laws Act, 2016 
Most importantly, this Act introduces the long-awaited Special Voluntary Disclosure Programme (SVDP) 
in respect of amounts which have not been disclosed to Sars on an asset situated outside South Africa 
and held by an individual between 1 March 2010 and 28 February 2015. The SVDP provides that an 
amount equal to 40% of the highest amount in respect of the aggregate value of all assets as at the 
end of each year of assessment ending on or after 1 March 2010 but not ending on or after 1 March 
2015 must be included in the taxable income of that person. The programme includes relief for penalties 
and against criminal prosecution where the formalities pertaining to the SVDP are complied with. “Now 
that the rules pertaining to the SVDP have been promulgated we expect to see an increasing uptake 
from taxpayers who wish to regularise their affairs. This will be more so with the introduction of the 
common reporting standards (CRS) which will allow foreign governments to share the financial and 
other information with Sars and vice versa,” Cridlan comments. 

5. Tax Administration Laws Amendment Act, 2016 
This Act contains numerous technical corrections pertaining to the administration of various taxing acts. 
According to the Presidency, the primary purpose of the Bill is to amend the Income Tax Act, of 1962 
to provide for the delegation of power to disclose certain information and to remove an obligation to 
submit a return for a dividend derived from a tax-free investment, amongst others. 

6. Adjustments Appropriation Act, 2016 
The bill seeks to effect adjustments to the appropriation of money from the National Revenue Fund for 
the requirements of the State in respect of the 2016/17 financial year and to provide for incidental 
matters. 

7. Unemployment Insurance Amendment Act, 2016 
The primary purpose of the Bill, the Presidency explains, is to amend the Unemployment Insurance 
Act, 2001, so as to provide for the extension of the unemployment insurance benefits to learners who 
are undergoing learnership training and civil servants. The amendments also serve to adjust the accrual 
rate of a contributor’s entitlement to unemployment insurance benefits and to provide for the process 
of application for maternity benefits. 

Source: http://www.fin24.com/BizNews/zumas-new-tax-laws-hammer-wealthy-and-employees-who-earn-shares-quick-
guide-20170123 
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