
 
Dear Investor, 

 
With this being our first newsletter of 2020, we would like to wish you all the best for the year! 

 
Our “view of the month” picture is a Brown-Veined White Butterfly. These butterflies annually migrate 

in numbers from the western coastal areas of South Africa, across the entire country up to Mozambique, 

with the last leg of the trip being over the Indian ocean to Madagascar. They often use different routes 

collecting other butterflies en route, but this year their route has included the greater Johannesburg 

area with thousands of butterflies passing through. (Picture: Niel McCarthy in The Citizen) 

 
The event made us think of a theory we often use in finance – The chaos theory, which is the science of 

surprises, of the nonlinear and the unpredictable. It teaches us to expect the unexpected. While most 

traditional science deals with supposedly predictable phenomena like gravity, electricity, or chemical 

reactions – the Chaos Theory deals with nonlinear things that are effectively impossible to predict or 

control, like turbulence, weather, the stock market, our brain states, and so on. 
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The Butterfly Effect is one of the principles of the Chaos theory. This effect grants a butterfly flapping 

its wings in New Mexico, the power to cause a hurricane in China.  It may take a very long time, but the 

connection is real. If the butterfly had not flapped its wings at just the right point in space/time, the 

hurricane would not have happened. A more rigorous way to express this is that small changes in the 

initial conditions lead to drastic changes in the results. 

 
Like the Butterfly Effect, let’s hope the small improvements we see in our country leads to drastic 

improvements… Unfortunately, we’re extremely concerned about the SA economy and the pace of the 

reforms which reflects in our predictions for 2020 below (in high level bullet format): 

- US Election year and we think Trump is going to do whatever it takes to keep the world’s biggest 
economy running 

- China’s growth stabilised in 2019 and the demand for commodities in 2020 will continue. 
Caveat being the Coronavirus is contained 

- Goldman Sachs Research expects a gradual pickup in growth in the Eurozone, driven by a 
friendlier global economic environment, resilient domestic demand, and progress on Brexit 

- We’re expecting a bounce in the UK economic activity as a result of certainty brought by a 
successful Brexit 

- We suspect SA will be downgraded by Moody’s in March 2020 – even though it might already 
be priced in, steer clear of bank and retailer shares. We will see a knee jerk reaction with 
extreme declines in the value of the Rand for an unknown period 

- We suspect there is another VAT increase on the cards – see quote of the month below 
- We recommend investors have at least 50% offshore exposure in their investment portfolio 
- Stay long miners as the Investec mining clock indicates commodities still has some legs  
- Stay invested in the JSE companies that happens to be listed here in SA – Think BTI, ANH, CFR 
- Stay away from holding companies – Don’t mind the gap, it’s not closing 
- We’ll see more companies delisting – Even though private equity is illiquid, the discount is 

worth it 
- We like Exchange Traded Funds (ETFs) as it is cheap and provide easy and diversified access for 

South Africans to foreign markets 
- Include ≈25% capital guaranteed structures in your portfolios where possible 

Click here to view Investec’s JSE model portfolio and Mining clock as in January 2020 

 
Main events of January 2020 summarised 

It is amazing how much can happen in a month these days! A quick summary of the main global events 

during January 2020 could be summarised below: 

- US military drone strikes killed Iranian Maj. Gen. Qasem Soleimani. Click here to see who he 
was and why the US did it 

- The US and China signed phase 1 of the much-anticipated trade deal. Click here to see Pres. 
Trump announce this historic deal 

- The US and France reached a truce where France agreed it will delay its tax on big tech firms 
like Google and Facebook in exchange for the United States' promise to hold off retaliatory 
tariffs. Click here to learn more 
 

https://vistawealth.co.za/wp-content/uploads/2020/02/Investec_Research_202001.pdf
https://www.nbcnews.com/nightly-news/video/u-s-drone-strike-kills-top-iranian-general-qassem-soleimani-76032581871
https://nyti.ms/2TsrD8r
https://youtu.be/b7tXCF3Emqs


 
 
 
 
 
 

- An outbreak of the deadly Coronavirus results in a Chinese city of 11 million people being placed 
under quarantine and causes havoc in international financial markets. Click here to watch a 
video of residence in Wuhan, shouting to boost morale 

- World leaders met in Davos and unfortunately SA did not impress. CNN’s Richard Quest 
summarised our situation very accurately: “Your entire economy was hijacked! How many 
people are in prison?”. Click here to watch the interview 

- Brexit: The UK officially withdrew from the EU on 31 January 2020. There is now a transition 
period until the end of 2020 while the UK and EU negotiate additional arrangements. The 
current rules on trade, travel, and business for the UK and EU will continue to apply during the 
transition period. Click here to see how it happened 

 
 
Rand note 

The Rand reached lows of R15.00 to the USD on global financial market risk-off, as the spread of the 

2019 Novel Coronavirus has seen the rand as the worst performer since the middle of the last week in 

January. The Rand is seen as a proxy for other emerging market currencies and for risk.  

 

  

https://www.bbc.com/news/world-asia-china-51299195
https://www.youtube.com/watch?v=xQnNn9svVX4
https://youtu.be/CkonLJ2bUQk


 

 

 

Tax is your biggest expense, so be tax efficient!  

February is the last month of the financial year and therefore your last opportunity to take advantage of 

some of the following tax efficient products/services on offer: 

- Retirement Annuities (RA) – Contributions up to 27.5% of gross remuneration are tax 
deductible (limited to R350k pa) 

- Umbrella Pension or Provident funds – Same as RAs above but for small-to-medium enterprise 
- Tax Free Saving Accounts – No tax on investment returns such as interest, dividends or capital 

gains (limited to R33k pa) 
- Endowments – Reduced tax rate of 30% for high income earners  
- Share portfolio tax efficiency – Tax loss harvesting and utilising your annual tax- free capital 

gains allowance of R40k 
- Section 12Js – If the taxpayer is an individual with a marginal tax rate of 45%, the taxpayer can 

invest R1m and will effectively be paying R550k (R1m – R450k) for a R1m investment since 
R450k of your investment will be refunded by SARS 

- Financial emigration – From 1 March 2020, SA tax residents working abroad could be required 
to pay tax of up to 45% on any foreign remuneration which exceeds R1m  

Click here to read more about the above tax efficient products/services or contact us should you require 

help in reducing your biggest expense. 

 
Quote of the month 

Carrying on with our 2020 predictions and tax being your biggest expense, we suspect government is 

going to increase VAT again during the Budget speech planned for 26 February 2020. This is required 

to fund struggling SOE’s; below-target revenue collections by SARS; and governments reluctance to cut 

the public sector payroll. To this we would like to quote Winston Churchill: 

“For a nation to try to tax itself into prosperity is like a man standing in a bucket and trying to 

lift himself up by the handle” 

Capital guaranteed structures 

Below a list of the current capital guaranteed structures available: 

 

 

Product / Underlying 

investment 
Term Currency Positive growth Flat or Negative growth Closing date 

Fundsmith Equity Fund 6 Years USD 100% participation 95% capital protected 21 February 2020 

Investec Optimal 

Investment Growth 

Basket 

3.8 Years USD 

244.55% Participation subject 

to a maximum return of 

55.02% 

105% principal preservation 

at maturity 
Secondary market 

https://vistawealth.co.za/tax-year-end/


 

 

 

 

Fuel prices are decreasing 

At midnight Tuesday 4 February’20, 95 Octane petrol will decrease by around 13 cents a litre, with 93 

Octane petrol and both grades of diesel by 4 cents, and illuminating paraffin by 3 cents. The AA 

indicated the decrease is as a result of ongoing declines in the price of oil since the second week of the 

year. 

 
Geldhelde - starts tonight at 19:30  on VIA (DSTV channel 147) 

“Money heroes” (if directly translated to English) is a personal finance TV show in association with 

Momentum. It aims to share the experiences and successes of inspiring entrepreneurs and personal 

finance gurus with the man on the street. During the second season, they’re planning to educate 

viewers with regards to the stock market.  

 
In order to keep it interesting, they launched a game where participants are each given R20k “play 

money” to invest in a share portfolio. The portfolio can only consist of JSE Top 40 shares and 3 

international ETFs with a maximum of 15% weighting per share. The participants are a mixture of school 

kids, normal man on the street and qualified stockbrokers. 

 
Vista Wealth’s Magnus and Henk were asked to represent the stockbroker fraternity in this game. It 

starts tonight (3 February 2019) at 19:30 on VIA (DSTV channel 147). 

 
 

 

 

 

 

 

 

 

 

 



 

 

 

 

The markets 

The red block shows the market stats for the month of January 2020. In short, the JSE All Share Total 

Return index down ↓-1.7% for the month (↑7.1% for the last 12 months). The Financial sector was the 

worst hit ↓-5.3% for the month. The Resource sector ↓-3.5% and the Listed Property sector ↓-3.1%. 

The Industrial sector was the only sector in the green up ↑1.4%, thanks to a good performance from 

Naspers which was up over 5% for the month.  

 
  

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 

 

Financial Indicators as at 31 January 2020: 

 

Global indices: 

 

 

JSE Sectors: 

 

 



 

 

 

 

Currencies (Positive indicates ZAR has weakened for the period, vice versa): 

 

 

Interest Rates: 

 

 

 

 

If you do not wish to receive our monthly newsletter, please click to unsubscribe. 
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