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THE REALITY OF WHEN
SOUTH AFRICANS CAN
EXPECT TO RETIRE

SHOULD YOU REGISTER FIXED
PROPERTY IN A TRUST?

PROPERTY INVESTMENTS
AND TAX

BEWARE THE VAT TRAP

At Private Client Holdings we focus on a goals based approach to wealth
management - prioritising what the investor actually wants to achieve with their
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advances we are seeing in medicine and diet, plus the adoption of much
healthier lifestyles and exercise regimes, has definitely led to longer life
expectancies.
Jacques Brown, a Wealth Manager at Private Client Holdings, says
that added to this is the fact that socio-economic conditions have also
changed. People are getting married and having children later than
in previous generations. Children are “dependent” for longer on their
parents than before as entry into the job and property market has
become increasingly difficult. Day-to-day living expenses have escalated.

This all puts a strain on our ability to save
“This all puts a strain on our ability to save. Costs associated with
retirement, such as retirement homes, electricity and groceries, have also
escalated, and of course medical expenses climb as we age.”
“Added to this, returns on investments have decreased from before. We
do not see the same growth on investments and property as in the past,
due to the current economic climate. This would mean that people saving
for retirement have to save more capital in an environment where there
is less surplus income.”
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people will have
for longer
in order to save
for a longer
retirement - the 70’s are the new 60’s. Future generations may have to
work into their 80’s to save for their retirement,” says Brown.

From a financial standpoint people will have to work
longer in order to save for a longer retirement
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“From a planning for “eventual” retirement perspective, whenever that
may be, it is important to focus on quantifiable goals. PCH follows a
goals-based investment philosophy where our clients determine clear life
and lifestyle goals. Unpacking what they want to achieve and afford; like
a comfortable retirement, international holidays, second homes, private
school fees, a legacy, etc.”
“This allows for focused investment planning and to clearly lay out the
order of prioritised goals and bespoke investment strategies to guide
clients on a journey to achieve those goals.”
“And if these are well thought out and structured smartly the longevity
of the client is mitigated and financial security in the latter part of life
ensured,” concludes Brown.

Doing the maths
In the wealth management industry there are algorithms, formulae and
electronic tools that are used to help people plan their finances so that
they can save sufficiently for retirement. However, the challenge now is

For more information contact Jacques Brown
on (021) 671 1220 or email jacques@privateclient.co.za

Should you register fixed property in a trust?

The Directors Desk
I recently had the opportunity to attend the 2019 Global Mindfulness
Conference hosted at the Museum at the Cradle of Humankind just outside
of Johannesburg. The theme of the conference was to explore mindfulness
approaches in an African context. The first keynote address was delivered by
one of the leading and most respected academics in the field, Professor Mark
Williams from Oxford University, who identified the power of “single-tasking
with attention”. During his presentation he pointed out that there is no such
thing as multi-tasking – but rather one is in fact “multi-switching”, and there
is a profound switching cost. Attention is a scarce resource and to maximise
efficiency we should strive to single task with attention. A basic principle that
we are striving to apply within the asset management pillar at Private Client
Holdings.
I am pleased to report on the recent performance of our PCH CIS Funds. As per
the table below we achieved mostly 1st quartile performances, an outstanding
achievement in challenging market conditions. Well done to the team who offer
their views and expertise which feed into this process and these results.

The past several months have been a busy and exciting
time for PCH. Amongst our new developments has
been the successful listing of Private Client Holdings’
PrivateClient Global Growth Portfolio AMC on the
Johannesburg Stock Exchange. Managed by myself and
the Private Client Portfolios investment committee, the
portfolio aims to optimize risk-adjusted returns by investing
in the top global brands and diversifying across a number
of asset classes, including Alternative Property and Fixed
Income exposure.
This investment instrument affords investors the
opportunity to access an actively managed global
investment portfolio in Rands – which means that you
do not need to expatriate funds for foreign investment
purposes. This makes it an investment opportunity directly
available to Trusts – which are unable to obtain exchange
control clearance to directly invest offshore.
Please contact a PCH wealth manager if you would like to
know more about this offering.

Grant Alexander

HAVE YOU HEARD?
Valley Pre-primary Sand Castle Competition
Despite slightly inclement weather, the
PCH team were down on the Houtbay
beach for the Valley Pre-primary sandcastle
competition, held annually in aid of raising
funds for those in need. We proudly
defended our title and came first and
second with our bee and rocket ship sand
sculptures – well done team PCH!

The route is a tough 78km comprising
of three tough climbs - Smitswinkel,
Chapman’s Peak and Suikerbossie. Hayley
Preen achieved an impressive top10, 2nd
U23 finish in our PCH kit – congratulations!

The PCH sponsored UCT elite and U23 ladies
cycling team had a very exciting race at the
2019 Cape Town Cycle Tour. For the second
year the ladies had their own race on
Sunday 10 March starting in Fish Hoek.

Our wealth manager Mark MacSymon was
interviewed by IRESS, an Australian software
company specialising in the development
of software systems for financial markets
and wealth management, which PCH
successfully use. This insightful video has
been released globally and can be viewed
on the PCH website.
Congratulations – hatched and matched
Happy days are here again with the PCH
family continuing to grow.

PCH team members embrace mindfulness

UCT Cycling

Mark MacSymon features in global video

Staff members from each pillar of PCH
eagerly joined Dr Debbie Alexander
who led us in an 8-week introduction to
mindfulness. Based on Mark Williams’
teachings, Mindfulness is about how to find
peace in a frantic world and how to discover
new ways to rid yourself from stress and
anxiety and live a happier, more contented
life. The course culminated in a peaceful
retreat in the beautiful OM House gardens.

Congratulations to Nicola Langridge, her
husband James, and big brother Ben on the
arrival of baby Emma. Congratulations also
to Mark MacSymon and his wife Lindsey
on the birth of their daughter Isabella. She
joins big brother Liam in the MacSymon
family. Congratulations to Claire Klein who
recently got engaged, and to Allan Bothma
who married Caroline on 15 March. We
wish them all the best for a long and happy
marriage.

In previous years it made good estate planning sense when
purchasing fixed property to register this property in an inter vivos
trust. This ensured that the growth of value of the property was
ring-fenced within the trust and did not affect the value of an
individual’s estate.
This is according to David Knott, who advises that some even
recommended that you should register property in a trust so as
to enable the trust, and not the property, to be sold later, thereby
by-passing the payment of transfer duties. “This was clearly not
what Government had intended and the legislation was amended
accordingly.”
“Capital Gains Tax now also makes it onerous to hold fixed property
in a trust. In the case of one’s primary residence, it is almost always
most cost efficient to register in the individual’s name. This is
because an individual is entitled to a rebate of R2 million off the gain

when his domestic primary property is sold.
This rebate is not granted to a trust or a company, which is liable
for Capital Gains Tax from the first Rand. In addition, an individual
is also taxed at a lower rate to that of a trust or company.”
“In the case of a second holiday home or business premises, one
needs to carefully look at the circumstances – how long will the
property be held, how it will be funded, the growth prospects of
that asset and how it will be utilized. Before such registration takes
place one should also take professional advice on all tax effects as
legislation regularly changes.”
For more information contact Sarah Love on
(021) 671 1220 or sarah@privateclient.co.za
if you have any questions.

Investment property: 5 common tax questions
Many buyers frequently make decisions regarding property
investments without a full understanding of the tax implications.
Jeremy Burman provides a list of five common tax-related
questions.

An individual can also deduct the annual exclusion of R 40 000.

1) The costs for my investment property exceed my profits –
why do I have a tax liability?

You will each be liable for tax on your ownership share of the net
rental income earned and capital gain on disposal.

You will be taxed on your rental income less any allowable
expenses incurred in earning this income. Costs such as capital
repayments on debt are not allowed.

5) I own property overseas - do I need to declare the rental
income I receive on this and the capital gain when I sell this?

2) This is the only property I own – can I claim the primary
residence capital gains exclusion when I sell the property?
Where a property has been used both as a primary residence
and as an investment property which was rented out during the
course of ownership the primary residence exclusion may only
be set off against the portion of the gain relating to the primary
residence period.
3) Will I be taxed when I sell my investment property?
An owner will be liable for tax on the capital gain that arises
on the disposal of his investment property. The capital gain is
calculated as the selling price less the base cost.

4) I co-own my investment property, how do I treat the rental
income and capital gain for tax purposes?

If you are a SA tax resident then you are required to include your
worldwide earnings in your taxable income. Equally the taxable
capital gain arising on disposal of the property must be included
in your taxable income in the year the property is sold.
Burman advises that the topic of tax and investment property
is an in-depth one, so if you are considering purchasing an
investment property, or already own an investment property
but have concerns and queries regarding the tax liability, you are
advised to contact a tax specialist for more information.
For more information contact Jeremy Burman
or Andrew Kirkman at Private Client Financial
on (021) 671 1220 or email
jeremy@privateclient.co.za and
akirkman@privateclient.co.za

The Vat Trap Can Mean Decreased
Earnings For Professionals

WHO TO TALK TO
Our Private Client Holdings experts
are available to field your questions.
Don’t hesitate to contact us for
wealth management advice.
Portfolio Management
Grant Alexander
grant@privateclient.co.za
Wealth Management
Andrew Ratcliffe
andrew@privateclient.co.za
Financial Services
Greg Bunyard
greg @privateclient.co.za

Did you know that the threshold of turnover for compulsory registration as a VAT
vendor currently sits at R1 million for any consecutive 12 month period?
Jeremy Burman of Private Client Financial says that if you consider the effects of
inflation it seems clear that a growing number of businesses, and in particular
professionals, will be required to register as vendors and to charge VAT on their fees.

a growing number of businesses, and in particular professionals, will
be required to register as vendors and to charge VAT on their fees

Cash Management
Sian Murray
sian@privateclient.co.za
Risk Services
Trevor Meehan
trevor@phoenixrisk.co.za
Fiduciary Services
Sarah Love
sarah@privateclient.co.za

For businesses and professionals who render services to clients who are themselves
VAT vendors, a compulsory registration should not have any significant adverse affect
on their profitability. However, for professionals who largely service individuals in their
private capacity, the effect on their business may be significant.

Marketing Enquiries
Cathy Alexander
cathy@privateclient.co.za

“VAT is an indirect tax, meaning that it is a tax charged by the vendor but ultimately
borne by the client, who pays the higher VAT inclusive price. With VAT registration, the
vendor will face the tough decision of either increasing fees in line with the legislated
VAT rate of 15%, which many clients may not be willing or able to afford, or accepting a
decrease in net revenue by implementing a lower percentage increase.”
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“Coupled with this, certain professionals, such as doctors in private practice, may be
limited to prescribed rates for services and are therefore unable to pass on any increase
to their clients, resulting in a significant decrease in earnings,” says Burman.

It is also worth noting that VAT registration attaches to a person
It is also worth noting that VAT registration attaches to a person. “Therefore, if a person
carries on two separate businesses and they are registered as a vendor for one, they will
be required to charge VAT on invoices raised in the other.”
If your businesses income has exceeded R1 million over the last 12 months, or is
reasonably expected to do so in the coming months, it is recommended that you speak
to a registered tax practitioner who can provide the necessary guidance on meeting
your VAT registration obligations and minimising the impact on your business. This will
help to ensure that costly mistakes are avoided.

For more information contact Jeremy Burman or Andrew Kirkman
at Private Client Financial on (021) 671 1220 or email
jeremy@privateclient.co.za and akirkman@privateclient.co.za
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