MONEY EDITION
SEPTEMBER 2019 | ISSUE #3

savings
tips

On t

he li
with ghter si
de
som
e

W
NE

Millions of South
Africans may have
their debts cleared
— thanks to a
new law. Here’s
how it will work
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By Johann Mynhardt, SAU CEO

I’ve put something aside for a rainy day. It’s an umbrella
In this edition we’ll be featuring
money. From barter to bitcoin, we’ll
test your general knowledge, answer
some must-knows and even offer
some frivolous laughs in the face of
unfavoured fortune.
Why money you ask?
Isn’t talking about money rude?
Money is supposed to be the root of
all evil, right?
Upon removal of the personification
and allegories, technically money is
merely an idea. One that manifested
in the earliest of our times in the form
of bartering.

Andrew Beattie from Investopedia
sums up the battle behind bartering:
“Bartering is a direct trade of goods
and services - I’ll give you a stone axe if
you help me kill a mammoth - but such
arrangements take time. You have to
find someone who thinks an axe is a
fair trade for having to face the 12-foot
tusks on a beast that doesn’t take kindly
to being hunted. If that didn’t work,
you would have to alter the deal until
someone agreed to the terms. One
of the great achievements of money
was increasing the speed at which
business, whether mammoth slaying or
monument building, could be done.”

Things have, how do you say,
“escalated quickly”, since, with further
innovations such as Tap and Go,
Samsung Pay, “virtual currencies” and
Barclaycard contactless wristbands
all hailing their solutions in an effort
to create a seamless transactional
experience.
However you endeavour to transact, I
think we can all admit money remains
at the core of our interaction with
life. Yet, with virtualisation, money is
becoming even more of an idea.

Here’s the list of the top 10 financial questions South Africans asked Google in 2018:
1.
2.
3.
4.
5.

What is bitcoin?
Where to sell Mandela R5?
What is forex trading?
Which bank has the highest interest rate 		
for fixed deposit?
What is bitcoin mining?

6.
7.
8.
9.
10.

Where can I check my credit status for free?
What is a good credit score?
What is a unit trust?
What is debt review?
Which bank offers the best interest rate for
savings?

References: https://www.investopedia.com/articles/07/roots_of_money.asp
https://citizen.co.za/business/business-personal-finance/2120936/top-10-things-south-africans-asked-googleabout-money-last-year/
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Millions of South Africans may have their debts cleared —
thanks to a new law. Here’s how it will work
Despite outrage from the banks,
president Cyril Ramaphosa signed the
Credit Amendment Bill this week.
While the details of how it will be
implemented still need to be finalised, it
is estimated that some 9.5 million South
Africans may have their debts written off
completely.
HERE’S WHAT WE KNOW:
You have to earn less R7,500 a month,
have R50,000 in unsecured debt (not car
finance or home loans) and be overindebted.
People who are sequestrated or subject
to an administration order won’t be
considered.
YOU WILL HAVE TO APPLY – AND
THERE’S A DEADLINE.
The debts won’t be automatically
written off – you will have to apply to
the National Credit Regulator (NCR),
who will decide whether your situation is
desperate enough.
There will be a window of four years to
apply from when the bill takes effect.
HOW THE PROCESS WILL WORK
The exact details still need to be
finalised, but this was how government
outlined the proposed process last year:
After applying with the NCR, its “debt
intervention officers” will consider your
case, and inform your creditors and
credit bureaus that you have applied.
The NCR will go through your finances
to determine if you are overindebted,
and whether some of your creditors
were “reckless” in extending debt to
you. (This means that they shouldn’t
have granted you a loan that you
couldn’t afford at the time.) The NCR will

take action against offending creditors.
But even if you weren’t the victim
of reckless lending, you will still be
considered for debt relief.
The NCR will also provide you with
some financial education.
Then, the NCR will determine whether
you are able to pay off your debts within
five years. If they find that you are in
a position to settle your debts, your
application will be rejected.
If it’s determined that you won’t be able
to settle it without intervention, all or
some of your debt repayments may be
suspended for up to a year.
Eight months later, the NCR will take
another look at your finances. If you are
then able to repay your debts within
five years, the tribunal will consider
rearranging your debts (lowering interest
or extending loan periods). If you’re still
not in a position to pay off your debts,
you may get another twelve repaymentfree months. If after another eight
months, the NCR find that you still can’t
pay off your debts, your debts may be
written off – all of it, or a part of it.
WHAT HAPPENS AFTER YOUR
DEBTS ARE WRITTEN OFF?
You won’t be able to apply for credit for
up to a year.
Your credit record will probably reflect
the information that your debts were
extinguished, says Sager. This may
affect your ability to get credit in the
future.
“There is a clear need to help
overburdened low-income people with
a sustainable solution,” says Sager. He
is, however, concerned that the new
bill does not address the real reasons

why people are overindebted. A lot of
this has to do with the lack of financial
education among South Africans.
The banks have warned that writing off
debts – which could cost them up to
R20 billion, according to some estimates
- will discourage them from lending to
low-income clients again.
“Banks cannot extend other people’s
money as loans – for education and
entrepreneurship – if they cannot be
sure these loans can be repaid. By
making provision for the arbitrarily
expunging of debt, the Act effectively
prevents banks from extending
responsible credit, particularly to those
in low-income households, who often
need it most.”
It blamed the fact that many South
Africans are indebted on the lack of
economic reforms to create jobs, tackle
poverty and ease inequality.“Instead,
an Act is signed into law that puts
South African’s savings, investment
and access to credit at risk. The signing
into law of the Act is a further example
of the government acting in a way that
continues to erode confidence in the SA
economy.”
‘UNBEATABLE CHALLENGE’
Government says its research shows
that some debt counsellors are not keen
to take on clients who earn less than
R7,500 a month because they won’t
earn enough from helping them.
“Without suitable alternative natural
person insolvency measures available
to over-indebted individuals especially
in lower income groups, who are
unable to afford these other measures,
escaping the debt trap is an unbeatable
challenge,” government found.

Reference: https://www.businessinsider.co.za/how-to-write-off-debt-2019-8

Answers can be found on page 5
REFERENCES
https://www.cnbc.com/2017/09/15/basic-money-questions-that-most-people-cant-answer.html
https://www.seriousfacts.com/money-facts/
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1. Understand compound interest
As Albert Einstein once said: “Compound interest
is the eighth wonder of the world. He who
understands it, earns it... he who doesn’t, pays it.”
2. Direct any excess cash into your bond or
high-interest debt to pay it off quicker and
reduce the interest bill
3. Improve your credit score by paying bills on
time, paying more than the minimum required
amount, and reducing your overall debt levels
A better credit score will allow you to benefit from
lower interest rates.TransUnion (www.transunion.
co.za) and other credit bureaus allow you to check
your credit report for free once a year.
4. Switch bank accounts to take advantage of
perks and earn more interest
Capitec offers the cheapest bank account in SA,
according to Solidarity’s Bank Charges Report for
2016, followed by Absa, FNB, Nedbank and then
Standard Bank. Also take into account the different
banks’ reward programmes, and choose the best
product to suit your needs.
5. If you have been a reliable spender and
have stuck to the repayment terms, approach
your bank and request to renegotiate rates on
existing debt
6. Take advantage of the tax relief offered by
facilities such as tax-free savings accounts
and retirement fund contributions
7. Re-evaluate your medical aid, funeral and
insurance policies and premiums to ensure

ANSWERS FROM PAGE 3

that you are getting the best deal
8. Understand your medical cover
Be aware that medical doctors do not charge
the same rate as your medical aid pays, advises
Virath Juggai, risk specialist at Gradidge Mahura
Investments. “You would be well-advised to take
gap cover if you are on a medical aid that does
not cover you at private rates. Consult with a wellinformed adviser who can take you through a needs
analysis and then help you choose the appropriate
plan.
9. Ensure that your life and disability cover
meet your needs and those of your family
Consult with a certified financial planner who can
do a detailed financial needs analysis that will show
you the impact on your savings and dependants.
10. Compare the cost and features of financial
services products before committing to one
Independent website Fincheck allows users to
compares 36 financial services products currently
being offered by accredited financial services
providers. These range from a wide variety of loans,
cheque accounts, debit cards, foreign exchange
and unit trusts.
11. Think carefully before taking on more debt
The 50/30/20 rule is an easy budgeting guide to
use to ensure you don’t take on debt that you can’t
afford. Based on this rule, you should use 50% of
your income for necessities like housing and bills,
30% for financial goals like paying off debt and
saving, and spend 20% on wants, like sports and
entertainment.
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12. Make the most of rand-cost averaging
When you invest your savings on a regular basis,
at monthly intervals for example, you automatically
benefit from something called rand-cost averaging.
This is the practice of investing a fixed rand amount
on a regular basis in assets that continuously
fluctuate in value, such as shares. By doing this,
you effectively remove the risk of trying to decide
on the ideal time to invest, as it “averages out” the
ups and downs of the market, explains Momentum.
13. Understand investment fees
14. Mitigate asset management fees by
blending active and passive strategies (e.g.
by investing in exchange-traded funds),
favouring cheaper active managers over more
expensive ones, and by limiting exposure to
funds with performance-based fee structures
15. Don’t be stingy when it comes to getting
expert advice
Good financial, tax, legal and business advice is
worth a lot more than it costs, says Juggai.
16. Carefully check your bank statements
every month. Fraudsters use fake debit orders
to deduct small amounts that are not always
easily noticed
17. The sooner you start, the sooner you save
Today’s savings mean extra money to spend
tomorrow. Every bit counts. Get started and use the
money and income that you have. While R100 may
not seem like much now, as you keep adding so
your wealth grows.

1 (a) 1946; 2 (c) Bulgarian Lev (BGN); 3 (b) Trick question. Nobody knows who invented Bitcoin. Satoshi Nakamoto is the name used by the unknown person or persons
who invented Bitcoin; 4 (c) Mind your own business. Money used to be a lot cheekier; 5 (c) Numismatist; 6 True; 7 (b) False - The US Dollar is the most commonly used
currency; 8 (a) money saved over long periods of time compounds resulting on larger returns; 9 (b) False - It is widely acceped that a single company is a lot riskier than a
basket of stocks; 10 (d) Turkey

18. Make saving automatic
Arrange for a monthly debit order to move money
from you current account to your savings account.
19. Budget
The objective of budgeting is to first know where
your money is going and what you are spending it on
every month. Add up how much money is coming in
and how much you are spending every month.
One of the biggest money mistakes people make
is not to budget their expenses, and many fail to
allocate money first to savings, Ingram says.
20. Establish an emergency fund for
unforeseen events
“An emergency fund is anywhere between three
to six months’ worth of income or household
expenses. It needs to be easily accessible and
will ideally be invested with low risk,” says James
Wiles, financial adviser at PSG Wealth.

manager of Datsun South Africa.
26. Stick with plans that give you fixed
costs, but review them for potential
savings
Review your vehicle insurance policy regularly.
Your risk profile and/or the market value of
your car could result in lower monthly premiums.
27. Arrange lifts to and from work with coworkers or carpool to events
uGoMyWay is a local carpooling app that allows
users to safely find drivers and passengers who
commute to and from the same area to share their
journeys and travel costs.
28. Wash your own car rather than paying
someone else to do it
29. Plan your meals around what’s on special
at the grocery store

21. Be realistic about what you can afford
If you are just starting out in your career and you’re
in the market for a car, it is best to be practical and
look for a reliable vehicle that is economical and
doesn’t cost much to maintain. The same logic
goes for almost every big item, such as purchasing
the latest smartphone or your first property.

30. Buy generic or bottom-shelf items at the
grocery store

22. Avoid lifestyle creep
Another money mistake people make is to increase
their lifestyle costs at the same rate that their
salary increases, says Ingram. “Rather let your
costs rise at half the rate that your income rises,”
he says, and save the rest.

33. Make a list before going shopping and
stick to it

23. Re-invest your pension or provident fund
when you change jobs
Most South Africans cash out their pensions, or a
portion of it, when they change jobs, thinking they
will make up the shortfall later on. The result is that
as many as 94% of South Africans can’t afford to
retire comfortably.
24. Follow the 20/4/10 rule when buying a car
Put down a deposit of at least 20%. Don’t finance
the car for more than four years, and spend
no more than 10% of your gross income on
transportation costs (including petrol, maintenance
and insurance). Some believe you should only buy a
car you can afford to pay cash for.
25. Keep a ‘light’ foot on the pedal
“The more conservatively you drive, the more
you can reduce costs,” says Des Fenner, general

31. Cut out the takeaway coffees at work
32. Take leftovers to work rather than buying
lunch every day

34. Plan your clothes shopping during end-ofseason sales to maximise savings
35. Investigate the corkage policy of
restaurants – some allow you to take one
bottle of wine per person without charging
corkage
36. Join the public library, or swap books with
friends and colleagues instead of buying new ones
37. Pay off any debt on store cards and close
your accounts
38. Place a bucket in the shower to catch
excess water and use it to flush the toilet
39. Replace conventional light bulbs in your
home with energy-saving bulbs
40. Place a brick in the cistern of your toilet
to reduce the amount of water used during
flushing

41. Plant a vegetable and herb garden and
use your very own fresh produce
42. Upskill yourself by accessing free online
courses on websites such as edx.org or
Coursera
43. Go Dutch when eating out with friends
at restaurants. That way everyone pays their
own bill
44. List your unused bedroom on Airbnb to
earn an extra income
45. Learn to do basic DIY repairs and
maintenance around your house, but leave
the important jobs to the experts
46. Choose where you live carefully
There are numerous cost benefits of living close
to work – using less petrol, less wear and tear on
your vehicle, or even zero car costs if you are within
walking distance.
47. Buy a cheap second-hand car and drive it
until it doesn’t make sense to
A cheap car does everything that an expensive car
does – which is get you from point A to B.
48. Ask for a discount
The worst that can happen is your request is
declined.
49. Download the SNAPnSAVE app
This simple, free app lets you know before you go
shopping what items are registered as earning
cash-back rewards. Once the product has been
bought, shoppers take a photo of their till slip and
upload it to claim savings that can be used at a
participating retailer.
50. Download the Factory Shops SA app
This app helps you find your nearest factory shops
and what they have on offer.
Reference: https://www.fin24.com/Finweek/
Personal-finance/101-savings-tips-20170804
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