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The	property	sector	has	been	the	best	
performing	sector	on	the	JSE,	delivering	
returns	 in	 excess	of	 20%	p.a.	 over	 the	
last	decade.	 	Even	 the	most	optimistic	
analysts	 have	 been	 surprised	 by	 the	
continued	 strength	 of	 the	 property	
stocks.		I	wonder,	therefore,	how	many	
clients	 remember	 that	 the	 sector	 had	
sharp	 corrections	 during	 the	 past	
decade,	as	follows:

•	 In	the	two	month	period	from	May	2006	–	June	2006	
-	a	decline	of	26%

•	 In	the	eight	month	period	from	November	2007	–	June	
2008	–	a	decline	of	37%.

The	sector	recovered	strongly	from	these	corrections,	so	that,	
in	 the	 first	 six	months	of	2013,	no-one	 is	 concerned	about	
those	corrections,	which	have	long	since	been	forgotten.

The	property	 sector	has	 suffered	another	 sharp	 correction	
between	 May	 and	 August	 2013.	 	 The	 sector	 had	 become	
overvalued	after	a	long	period	of	uninterrupted	growth.		Let	
us	take	six	widely	held	counters,	and	consider	the	prices	and	
the	dividend	yields,	as	follows:

30-Apr-13 26-Aug-13
Price Yield Price Yield

Acucap 5244c 5.90% 4160c 7.80%
Capital	
Property

1180c 6.40% 950c 7.80%

Growth-
point

2949c 5.10% 2359c 6.70%

Investec	
Properties

1801c 5.40% 1435c 7.50%

Resilient 5930c 4.70% 4890c 6.00%

Vukile 1974c 6.70% 1499c 9.40%

The	increase	in	the	yield	obviously	results	in	a	decline	in	the	
market	value	of	the	investments.		Clients	will	have	seen	the	
effect	in	the	value	of	their	portfolios.

We	 remind	all	 clients	 that	we	 select	 these	 investments	 for	
them	 because	 they	 need	 a	 monthly	 income	 from	 their	
portfolios.	 	We	buy	them	for	clients	because	they	generate	
more	 income	 per	 One	 Rand	 invested	 than	 other	 forms	 of	
cash	 investments,	 such	as	savings	accounts,	money	market	
accounts	 or	 fixed	 deposits.	 	 These	 companies	 are	 well	
managed	 by	 professionals	 and	 they	 have	 all	 grown	 their	
dividends	each	and	every	year,	for	the	past	five	years.	

	 It	 is	not	surprising	 therefore	 that	 they	have	outperformed	
cash	investments	by	a	wide	margin.		Cash	investments	do	not	
grow	in	value	over	time,	so	in	times	of	inflation,	the	capital	
value	actually	loses	its	value,	as	measured	by	a	reduction	in	
purchasing	power.	 	Rising	dividends	are	followed	by	capital	
gains	(a	persistent	corner	stone	of	our	investment	philosophy)	
so	the	total	return	of	rising	dividends,	and	growth	in	the	value	
of	 the	 investments,	has	 led	to	outperformance	of	property	
shares	over	a	long	period	of	time.

So,	why	do	we	call	this	recent	decline	a	welcome	correction?		
The	purchase	of	1000	Vukile	in	April	2013	would	have	given	
the	 investor	an	annual	 income	of	R1275.30.	 	Three	months	
later,	that	same	amount	of	capital	could	buy	1317	shares,	with	
an	annual	income	of	R1679.		That	is	an	increase	of	31%	in	the	
annual	dividend	received,	giving	the	investor	who	is	looking	
for	income,	a	much	higher	income	on	his/her	investment.		So	
this	correction	is	healthy	and	welcome.

An	investment	in	the	property	sector	is	primarily	focused	on	
income.		The	recent	crop	of	company	results	show	that	all	of	
them	are	increasing	their	dividends,	and	more	than	that,	all	
of	them	are	predicting	increased	dividends	over	the	next	12	
months,	to	30th	June	2014.			Details	are	as	follows:

Dividend History

Most Recent
Comparative 

Prior % Increase
Acucap 156.22 147.32 6.00%
Capital	
Property

35.58 33.28 6.90%

Fortress	A 56.01 53.34 5.00%
Growth-
point

72.7 67.8 7.20%

Nigel Porter

listEd propErty: a wElcomE corrEction



We understand Your Need for Financial Integrity

I N T U I T I O N
Market Insight from the Harvard House Group

Dividend History

Most Recent
Comparative 

Prior % Increase
Hyprop 213 198 7.60%
Investec	
Properties

53.16 49.3 7.80%

Redefine 33.7 31.5 7.00%
Resilient 136.23 120.74 12.80%
SA	
Corporate

16.28 15.17 7.30%

Sycom 90.6 85.61 5.80%
Vukile 74.56 70.5 5.80%

We	 are	 confident	 that	 rising	 dividends	 will	 once	 again	
be	 followed	 by	 rising	 capital	 values.	 	 The	 memory	 of	 the	
painful	 previous	 corrections	 has	 long	 since	 faded.	 	 We	
encourage	 clients	 who	 may	 be	 anxious	 or	 concerned	 by	
the	recent	correction,	to	exercise	patience	and	to	focus	on	
the	 rising	 streams	 of	 income	 which	 they	 will	 continue	 to	
receive	over	the	next	12	months,	rather	than	be	concerned	
by	a	 temporary	 sharp	decline	 in	 the	capital	 values	of	 their	
property	investments.

african bank: swimminG aGainst tHE tidE

Investment	 markets	 are	 defined	 by	
cycles:	there	are	bull	markets	and	bear	
markets,	 economic	 cycles	 and	 interest	
rate	cycles.	The	list	is	endless.	Markets	
(or	companies)	also	go	 through	phases	
where	 it	 is	 popular	 to	 expand	 into	
complementary	 activities,	 and	 then	
the	 enthusiasm	 wanes	 and	 investors	
increasingly	demand	focus	and	a	return	
to	the	core	business.	

In	 this	 light,	 African	 Bank	must	 rue	 its	
decision	 in	 January	2008	to	buy	Ellerines,	 the	mass	market	
furniture	retailer.

African	 Bank	 has	 its	 roots	 in	 the	 reckless,	 early	 days	 of	
microlending	–	 an	 industry	 that	 shot	 to	prominence	 in	 the	
mid	1990s.	Starved	of	credit,	microlenders	filled	a	niche	by	
offering	 credit	 to	 low	 income	workers	who	 failed	 to	meet	
the	 demanding	 requirements	 of	 the	 country’s	main	 banks.	
Repayment	 practices	were	 questionable	 to	 say	 the	 least	 –	
withholding	ID	books	were	commonplace	–	but	lenders	also	
gained	access	 to	government’s	payroll	 system	and	ensured	
that	 their	 loan	 repayment	 was	 processed	 prior	 to	 the	
borrower	 receiving	 their	 monthly	 salary.	 After	 widespread	
abuse,	 government	 abruptly	 denied	 access	 to	 its	 payroll	
system,	which	sparked	the	first	major	microlending	crisis	in	
the	country	in	1998.	

Much	 has	 changed	 over	 the	 past	 14	 years.	 The	 industry	
has	 become	more	 formalized.	Weak	 companies	 fell	 by	 the	
wayside	and	new	competitors	emerged.	Two	companies	now	
dominate	 this	 industry	 –	 African	 Bank	 (ABIL)	 and	 Capitec.	
But	they	are	not	the	only	ones	offering	credit	to	desperate	
consumers.	 There	 are	 plenty	 of	 loan	 sharks	 out	 there,	 but	
in	the	formal	economy,	retailers	also	seized	the	opportunity	
to	offer	credit	as	a	means	of	boosting	sales	and	maximizing	
profit.	 How	many	 store	 cards	 do	 you	 have?	My	wife	 and	 I	
are	 inundated	 with	 offers	 every	 month	 for	 “free”	 credit	
from	 retailers	 (Woolworths,	 Foschini,	 Truworths	 etc.)	 For	
shopaholics,	it	takes	some	discipline	to	ignore	the	marketing	
slogans	and	focus	on	the	small	print.	Many	don’t,	only	to	end	
up	with	excessive	debt	that	they	can	ill	afford.	

Recognising	 the	 potential	 for	 another	 crisis,	 the	 National	
Credit	Act	was	 introduced	 in	2007	 to	 test	affordability	and	
limit	credit	to	those	already	in	over	their	heads.	This	legislation	
has	 noble	 intentions,	 and	 it	 has	 certainly	 prevented	 a	 US-
style	credit	bubble	that	was	the	cause	of	the	Financial	Crisis.	
But	it	seems	to	have	had	limited	impact	on	the	microlenders,	
for	whom	it	remained	business	as	usual.

Regular	 readers	 of	 Intuition	 will	 know	 that	 we	 have	 been	
cautious	on	retailers	for	some	time,	believing	that	rising	costs	
were	eating	 into	disposal	 incomes.	 That	 concern	has	 come	
to	 the	 fore	 over	 recent	 months,	 with	 almost	 all	 retailers	
announcing	a	noticeable	slowdown	in	their	sales.	Disposable	

Michael Porter
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incomes	 are	 under	 pressure.	 The	 economy	 is	 not	 growing,	
jobs	are	scarce	and	despite	the	strikes,	salary	 increases	are	
just	keeping	pace	with	inflation	in	many	industries.	In	short,	
times	are	tough.	

Companies	 relying	 on	 credit	 started	 to	 feel	 the	 pressure	
during	last	years’	mining	strikes.	The	strikes	were	protracted,	
so	workers	received	no	pay	for	weeks.	Bad	debts	started	to	
rise	accordingly	as	borrowers	were	unable	to	repay	loans.	That	
trend	has	continued	into	this	year.	Every	company	that	offers	
credit	–	not	just	the	microlenders	–	has	commented	that	bad	
debts	 are	 rising.	 Consumers	 are	 simply	 unable	 to	 repay	 all	
their	debt.	To	be	 fair,	almost	all	 companies	 in	 this	 industry	
recognized	the	growing	pressure	in	2012	and	tightened	their	
conditions	for	granting	new	loans.	So	action	has	been	taken,	
and	 new	 loans	 are	 far	more	 likely	 to	 be	 repaid	 than	 some	
existing	 ones.	 But	 the	 bubble	 of	 bad	 loans,	 granted	 when	
conditions	were	lax,	must	be	worked	out	of	the	system.	

Getting	back	to	ABIL.	In	January	2008	it	purchased	Ellerines.	
The	 rationale	 seemed	 compelling:	 much	 of	 a	 furniture	
retailer’s	 profit	 is	 derived	by	 lending	 the	 buyer	 the	money	
and	 selling	associated	 insurance	 rather	 than	 from	 the	 item	
of	furniture	itself.	So	why	not	combine	a	bank	and	a	retailer	
to	 enhance	 those	 synergies	 and	 capture	 every	 source	 of	
revenue.	That	was	the	theory.	In	practice	it	has	failed	to	meet	
even	the	 lowest	of	expectations.	Ellerines	has	failed	to	add	
value,	and	is	one	reason	for	ABIL’s	weak	performance.	

Being	 the	 largest	 microlender	 in	 the	 country	 and	 the	 one	
with	 the	 longest	 track	 record,	ABIL	 is	 closely	monitored	 to	
determine	 whether	 trends	 are	 changing.	 Investors	 were	
concerned	 about	 the	 deteriorating	 conditions,	 but	 the	
management	 team	 from	 ABIL	 was	 always	 reassuring.	 As	
recently	as	a	month	before	it	shook	the	markets	with	a	profit	
warning,	ABIL’s	management	was	openly	dismissing	concerns	
in	the	press.	Those	comments	have	come	back	to	haunt	them.	

So	what	 happened?	 In	May	 the	 group	 announced	 a	 profit	
warning,	indicating	that	profits	would	fall	between	25%	and	
35%.	As	alluded	to	above,	that	was	 in	stark	contrast	to	the	
bullish	commentary	made	just	a	few	weeks	prior.	Not	only	did	
it	raise	concern	about	all	credit	providers,	but	it	has	brought	
management’s	credibility	into	question.	Did	they	know	about	
this	and	refuse	to	acknowledge	it?	Or	were	they	unaware	of	
the	 deteriorating	 conditions,	 and	 if	 so,	what	 does	 that	 say	
about	internal	controls?	

In	either	event,	the	results	have	come	and	gone.	The	company	

has	 since	announced	 its	 intention	 to	have	a	 rights	 issue	 to	
ensure	it	has	enough	capital	for	the	years	ahead,	and	to	sell	
Ellerines	–	although	the	question	remains	of	who	will	buy	it.	
The	 disposal	 of	 Ellerines	would	 be	 a	 good	move	 (provided	
they	achieve	a	decent	price	 for	 it),	but	 the	 rights	 issue	will	
dilute	 returns	 for	a	 year	or	 two.	The	 share	price	has	 fallen	
sharply	since	the	profit	warning	–	we	believe	all	the	bad	news	
is	surely	already	reflected	in	the	price.	Selling	now	is	akin	to	
closing	the	door	after	the	horse	has	bolted.	Yet	better	times	
might	be	some	time	away.	That	leaves	existing	shareholders	
in	a	tricky	position.	The	options	are:

1.	 Be	 patient	 and	 wait	 for	 the	 recovery,	 even	 though	
the	 recovery	 might	 take	 18	 months	 to	 materialize.	
Shareholders	can	either	keep	their	investment	unchanged	
or	increase	it	by	following	their	rights	in	the	forthcoming	
rights	issue.

2.	 Sell	 the	 shares	 and	 reinvest	 the	 cash	 elsewhere	 where	
prospects	are	brighter.	ABIL	can	always	be	revisited	in	12	
months	if	conditions	are	indeed	improving.

We	rate	management	of	this	business	highly,	but	the	sequence	
of	events	coupled	with	the	overall	deterioration	in	consumer	
spending	has	 certainly	 dented	 the	market’s	 confidence.	As	
one	analyst	put	it:	“When	an	unfaithful	girlfriend	eventually	
spills	the	beans,	you	are	never	sure	whether	you	have	the	full	
story	and	whether	she	is	going	to	do	it	again.”	Some	would	be	
of	the	view	that	it	is	time	to	break	up.	To	bring	it	back	to	ABIL,	
the	question	is	whether	we	have	seen	the	worst	of	the	cycle,	
or	whether	ABIL’s	profitability	will	deteriorate	further	before	
the	recovery	takes	hold.	

ABIL SHARe PRICe
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The price has fallen sharply in reaction to the bad news.
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Most	 clients	will	 be	 familiar	with	New	
European	Property	Investments	–	NEPI.	
It	 has	 been	 one	 of	 our	 core	 holdings	
for	 many	 years,	 and	 given	 its	 superb	
performance,	 has	 grown	 to	 represent	
a	 large	 proportion	 of	 many	 clients’	
portfolios.	 Our	 interest	 and	 belief	 in	
the	 company	 was	 piqued	 early	 in	 the	
company’s	history	and	we	have	followed	
it	 loyally	 for	 years.	 Shareholders	 have	
been	 richly	 rewarded.	 But	 despite	
our	 familiarity	 with	 its	 history	 and	

management,	we	still	had	our	concerns	about	conditions	on	
the	ground.	In	June,	I	had	the	opportunity	to	travel	to	Eastern	
Europe	with	NEPI	to	gain	a	better	understanding	of	the	region	
and	their	property	portfolio.

The	 trip	 was	 spread	 over	 4	 days,	 and	 upon	 receipt	 of	 the	
itinerary,	 I	knew	immediately	that	there	would	be	precious	
little	time	for	sight	seeing	or	shopping.	Properties	don’t	come	
to	you	–	you	have	 to	go	 to	 them.	So	 the	4	days	was	spent	
in	 a	 combination	 of	 helicopters	 and	 aeroplanes	 travelling	
from	one	city	to	the	next	to	critically	review	their	portfolio	
of	 assets.	 Apart	 from	 the	 time	 saved	 travelling	 by	 air,	 the	
numerous	 trips	 in	 helicopters	 that	 travelled	 500	 meters	
above	the	ground	provided	a	wonderful	platform	from	which	

to	study	the	country.	

The	southern	portion	of	Romania	is	as	flat	as	the	proverbial	
pancake.	 Indeed,	 the	 Free	 State	 is	 arguably	 mountainous	
compared	 to	 this	 area.	 The	 landscape	 was	 littered	 with	
smallholdings	offering	a	patchwork	of	patterns	and	colours.	
Interesting,	one	of	the	pleasant	“surprises”	of	Romania	was	
the	lack	of	fences.	Countryside	merged	together	without	any	
artificial	boundaries.	It	created	a	relaxed	atmosphere	relative	
to	 our	 day-to-day	 lives	 in	 South	 Africa.	 Further	 north,	 the	
Carpathian	Mountains	stretch	from	West	to	East,	providing	a	
perfect	home	for	Transylvania	and	its	myths.	The	towns	and	
countryside	had	all	the	appeal	of	“Olde	Europe”,	but	the	scars	
of	communism	were	also	clear	to	see.	Those	will	take	time	to	
heal.	

One	of	our	main	concerns	with	NEPI	was	whether	Romania	
offered	 sufficient	 opportunities	 for	 continued	 expansion	
and	 growth.	We	 travelled	 extensively	 across	 the	 country	 –	
as	 evidenced	 by	 the	 map	 alongside.	 (We	 also	 travelled	 to	
Budapest	in	Hungary	and	Zilina	in	Slovakia.)	Contrary	to	our	
preconceptions,	 Romania	 has	 a	 higher	 population	 density	
that	we	previously	appreciated.	In	addition,	the	mountainous	
topography	towards	the	north	means	that	towns	have	natural	
catchment	areas.	Those	are	lucrative	pools	of	consumers	for	
those	with	first	mover	advantage.	

Michael Porter

In	our	opinion,	the	appropriate	course	of	action	will	vary	by	
client	 depending	 on	 your	 specific	 requirements	 –	 income	
versus	growth	etc.	There	 is	no	doubt	 that	 there	 is	value	 in	
the	business,	and	buying	shares	when	they	are	most	out	of	
favour	often	yields	the	best	long	term	returns.	ABIL	is	trading	

on	a	p/e	ratio	of	just	7x,	even	adjusting	for	the	expected	fall	
in	profits.	But	the	market	will	require	some	persistent	good	
news	before	the	share	price	will	move	sustainably	higher.	

Wonga
Many	clients	might	think	that	microlending	is	strictly	a	South	African	phenomenon	–	or	at	least	just	limited	to	poorer	
countries.	Far	from	it.	One	of	the	fastest	growing	financial	services	firms	in	the	UK	is	“Wonga”,	a	microlender	founded	
by	two	South	Africans	keen	to	turn	the	UK	credit	market	upside	down.	Wonga	is	a	London	slang	word	for	money.	The	
company	has	granted	over	7	million	loans	over	the	past	three	years	–	most	of	them	very	short	term,	such	as	advances	on	
your	monthly	salary.	But	interest	rates	are	just	as	punitive	as	those	in	SA.	So	much	so	that	the	Archbishop	of	Canterbury	
has	announced	that	the	Church	of	England	intends	to	launch	a	similar	service	to	try	and	make	short-term	loans	more	
affordable	for	struggling	Britons!	Money	lending	in	the	churchyards!	Whatever	next.

nEpi: sEEinG is bEliEvinG
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NEPI	 has	 grown	 consistently	 for	 the	 past	 five	 years.	 The	
property	portfolio	 is	 valued	at	 €450	million.	Was	 that	 rate	
sustainable?	NEPI	presented	us	with	statistics	of	what	 they	
consider	 to	 be	 their	 suite	 of	 opportunities.	 At	 over	 €500	
million,	 it	 is	 larger	than	the	existing	portfolio.	One	example	
highlights	both	the	shrewdness	of	the	management	team	but	
also	 the	potential	 that	Eastern	Europe	can	offer.	Bucharest	
(the	 capital)	 is	 similar	 to	 many	 other	 European	 Cities,	 but	
communism	has	left	its	mark.	Industrial	factories	are	located	
in	 the	middle	 of	 residential	 areas.	 Under	 communism	 that	
was	acceptable,	but	is	now	frowned	upon.	NEPI	have	secured	
10	 hectares	 of	 land	 in	 the	 middle	 of	 Bucharest,	 formerly	
occupied	by	a	large	industrial	complex	that	has	been	forced	
to	 move	 to	 new	 premises	 on	 the	 outskirts	 of	 town.	 The	
population	 density	 surrounding	 this	 site	 is	 11,000	 people	
per	square	kilometer	–	all	housed	in	non-descript	apartment	
buildings	similar	to	those	in	the	photo.	These	people	have	to	
travel	miles	to	their	nearest	shopping	centre.	In	18	months,	
they	will	have	a	modern	shopping	facility	on	their	doorstep.	
It	is	not	surprising	therefore	that	the	development	is	already	
almost	fully	let.

Over	the	four	days,	I	had	ample	opportunity	to	chat	endlessly	
with	 all	 the	 senior	 management	 from	 NEPI.	 The	 team	 is	
highly	regarded	and	extremely	shrewd.	In	our	opinion,	NEPI’s	
success	can	be	attributed	to	several	factors:

1.	 A	 highly	motivated	 and	 shrewd	management	 team	 that	
know	the	region	and	have	drawn	on	the	skills	from	their	
SA-based	partners	to	bring	world	class	shopping	facilities	
to	Eastern	Europe.

2.	 Competition	 in	 Romania	 is	 low.	 Traditional	 competitors	
have	 retreated	back	 into	 their	 shells	 in	Western	Europe	
and	banks	are	looking	to	shrink	their	exposure	rather	than	
grow	it.	

3.	 Funding	 costs	 remain	 low.	 European	 interest	 rates	
will	 remain	 low	 for	 years,	 so	 NEPI	 has	 the	 window	 of	
opportunity	to	raise	capital	cheaply	and	invest	it	 in	high	
yielding	projects	at	far	higher	rates	of	return.

4.	 Finally,	 their	 properties	 dominate	 many	 of	 the	 smaller	
urban	 areas	 in	 Romania.	 There	 is	 no	 room	 for	 a	 viable	
second	 operator,	 so	 they	 have	 secured	 first	 mover	
advantage.	 Incremental	 expansions	 are	 cheap	 and	
lucrative	 relative	 to	 brand	 new	 developments.	 This	 is	
unlikely	to	change	for	years	to	come.	

NEPI	 has	 performed	 exceptionally	 well.	 The	 share	 yields	 a	
dividend	 of	 5.5%,	 which	 we	 forecast	 will	 grow	 at	 15%	 p.a	
for	the	next	three	years	at	least.	That	is	in	Euros.	It	could	be	
higher	if	the	Rand	continues	to	misbehave.		The	trip	offered	
the	opportunity	for	us	to	dispel	some	of	our	preconceptions.	
I	did	not	return	disappointed.	

The highlighted towns are those we visited. The extensive 
tour highlighted that NEPI management knew the country 

and its opportunities backwards.

Housing is uniform and relatively high density, which 
provides for a high population density in urban areas
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It’s	 that	 time	 of	 year	 again!	 	 As	 you	
may	 know,	 tax	 season	 opened	 on	 1	
July	 2013.	 	 At	 the	 time	 of	writing	 this	
article,	I	noticed	that	the	SARS	website	
had	already	recorded	2	039	020	million	
South	African	taxpayers	as	having	filed	
their	 2013	 tax	 returns.	 	 If	 you’re	 one	
of	 them,	 well	 done!	 If	 not,	 it	 is	 time	
to	 submit	 your	 income	 and	 allowable	
expenses	to	SARS	for	the	period	starting	
1	March	2012	and	ending	28	February	
2013.	

	
The	 deadlines	 this	 year	 are	 similar	 to	 last	 year.	 	 If	 you	 are	
using	eFiling,	you	are	given	more	time	to	submit	your	returns	
to	SARS	than	if	you	submit	a	manual	tax	return.		eFilers	who	
are	non-provisional	taxpayers	have	until	22	November	2013.		
eFilers	who	are	provisional	 taxpayers	have	until	31	January	
2014.		The	deadline	for	Trusts	on	eFiling	is	31	January	2014.		
Companies,	close	corporations	and	exempt	institutions	have	
until	 12	 months	 after	 their	 year-end	 to	 submit	 their	 tax	
returns	on	eFiling.

The	company	tax	return,	which	is	now	called	an	ITR14	instead	
of	 an	 IT14	 return,	 has	 been	 revamped	 and	 has	 a	 lot	more	
questions.	 	 This	 year,	 SARS	 requires	 the	 annual	 financial	
statements	 of	 the	 company	 to	 be	 submitted	 when	 the	
company	tax	return	is	filed.		In	the	past,	only	the	IT14	return	
was	 filed	 and	 if	 SARS	 requested	 the	 financials	 later,	 those	
were	then	submitted.	

The	 individual	 tax	 return	 this	 year	 is	 similar	 to	 last	 year.		
Remember	that	withholding	tax	on	dividends	was	introduced	
during	 this	 tax	 year.	 	 There	 is	 no	 place	 on	 the	 return	 to	
declare	the	withholding	tax	on	local	dividends,	so	enter	the	
net	 dividends,	 after	 withholding	 tax,	 in	 the	 exempt	 local	
dividends	block	in	the	section	entitled	‘Amounts	Considered	
Non	 Taxable.’	 	 For	 foreign	 dividends	 the	 gross	 amount	 is	
disclosed	under	‘Total	foreign	dividends	subject	to	SA	normal	
tax’	and	the	foreign	tax	paid	is	disclosed	under	
‘Foreign	tax	credits	on	foreign	dividends.’		

If	you	use	eFiling,	you	can	still	print	a	tax	calculation	of	the	
estimated	result	on	eFiling	before	you	submit	your	personal	

income	tax	return	to	SARS.		It’s	a	very	useful	tool,	but	it	is	not	
the	final	assessment.	 	The	SARS	calculator	does	not	always	
take	amounts	carried	forward	from	the	previous	assessment	
into	account,	nor	does	it	take	provisional	tax	payments	into	
consideration.	 	 You	 will	 be	 pleased	 to	 know	 that	 as	 with	
eFiling	last	year,	your	return	is	assessed	within	a	few	seconds	
of	being	submitted	to	SARS.		Remember	to	check	the	letters	
under	 ‘SARS	 Correspondence’	 section	 on	 eFiling	 to	 see	
whether	 SARS	 has	 issued	 you	 a	 ‘Requirement	 to	 Submit	
Supporting	Documents	letter’	or	a	‘Notice	of	Audit	letter’.

Please	ensure	that	your	bank	details	are	valid	and	correctly	
recorded	on	your	tax	return.	 	The	bank	account	must	be	in	
your	name	if	you	are	to	receive	a	refund,	as	SARS	will	not	pay	
into	a	third	party’s	bank	account.	 	 If	 there	are	any	changes	
to	the	bank	account	details	you	will	be	expected	to	go	into	
Revenue	personally	to	update	your	banking	details	before	you	
will	be	refunded	by	SARS.		Only	in	exceptional	circumstances	
will	SARS	allow	someone	else	to	update	banking	details	on	
your	behalf.

As	reiterated	many	times	before,	SARS	is	always	looking	for	
extra	money.	 	One	of	the	obvious	ways	is	through	charging	
penalties.	 	So	be	warned,	 if	you	claim	an	expense	that	you	
cannot	 support	 with	 invoices/receipts	 and	 SARS	 does	 an	
audit	on	you,	 you	will	most	 likely	be	penalised.	 	Rather	be	
safe	than	sorry!

I	 hope	 you	have	 remembered	 that	 if	 you	 are	 a	 provisional	
taxpayer	you	should	have	submitted	your	first	return	for	the	
2014	tax	year	before	31	August	2013.

If	you	have	any	questions	about	your	tax	affairs,	please	feel	
free	to	contact	our	tax	department	for	an	appointment.

2013 tax sEason: opEn for filinG

Shelly Moreno



We understand Your Need for Financial Integrity

I N T U I T I O N
Market Insight from the Harvard House Group

Disclaimer:
The	 information	 contained	 in	 this	 newsletter	 comes	 from	 sources	 believed	 to	 be	 reliable,	 but	 Harvard	 House	 Investment	 Management	 (Pty)	 Ltd	 ,	
Harvard	House	Financial	Services	Trust,	and	Harvard	House,	Chartered	Accountants	 (collectively	known	as	 the	Harvard	House	Group),	do	not	warrant	
its	completeness	or	accuracy.	 	Opinions,	estimates	and	assumptions	constitute	our	 judgment	as	of	the	date	hereof	and	are	subject	to	change	without	
notice.	 	 Past	 performance	 is	 not	 indicative	of	 future	 results.	 	 This	material	 is	 not	 intended	as	 an	offer	 or	 solicitation	 for	 the	purchase	or	 sale	 of	 any	
financial	instrument.	Any	investor	who	wishes	to	invest	with	the	Company	should	seek	additional	advice	from	an	authorized	representative	of	the	firm.	The	
Company	accepts	no	liability	whatsoever	for	any	loss	or	damages	whatsoever	and	howsoever	incurred,	or	suffered,	resulting,	or	arising,	from	the	use	of	
this	newsletter.	The	contents	of	this	newsletter	does	not	constitute	advice	as	contemplated	in	the	Financial	Advisory	and	Intermediary	Services	Act	(FAIS)	
of	2002.
	
The	Harvard	House	unit	trusts	are	registered	under	the	Metropolitan	Collective	Investments	Schemes	license.		Custodian:	Standard	Executors	&	Trustees:		
Tel	(021)	401-2286.		Collective	Investments	are	generally	medium	to	long	term	investments.	The	value	of	participating	interests	may	go	down	as	well	as	up	
and	past	performance	is	not	necessarily	a	guide	to	the	future.	Collective	Investments	are	traded	at	ruling	prices	and	can	engage	in	script	lending.		Forward	
pricing	is	used.	Commission	and	incentives	may	be	paid	and	if	so,	are	included	in	the	overall	cost.		This	fund	may	be	closed	to	new	investors.		Collective	
Investment		prices	are	calculated	on	a	Net	Asset	Value	basis	and	auditor’s	fees,	bank	charges,	trustee	and	RSC	levies	are	levied	against	the	portfolio.	The	
portfolio	manager	may	borrow	up	to	10%	of	portfolio	NAV	to	bridge	insufficient	liquidity.			Metropolitan	Collective	Investments	is	a	member	of	the	ACI	and	
is	an	authorised	Financial	Services	Provider.		Should	you	have	any	further	queries	or	complaints	regarding	the	suite	of	units	trusts	offered	by	The	Harvard	
House	Group	please	contact:		Metropolitan	Collective	Investments	Ltd	Call	Centre,	Tel:		0860	100	279,	Fax:		(021)	940	5885,	PO	Box	925	Bellville,	7535	Email:		
metunit@metropolitan.co.za.		If	your	complaint	has	not	been	resolved	to	your	satisfaction,	kindly	contact	our	Complaints	Resolution	Committee,	Tel:		(021)	
940	5880,	Fax:		(021)	940	6205,	Email:		emoruck@metropolitan.co.za.		For	your	information,	the	FAIS	ombudsman	provides	an	independent	and	objective	
advisory	service.		Should	you	not	be	satisfied	with	the	outcome	of	a	complaint	handled	by	Metropolitan,	please	write	to,	The	Ombudsman,	PO	Box	74571,	
Lynnwoodridge,	0040.		Telephone	(012)	470	9080/99.		Fax	(012)	348	3447.		Email:		info@faisombud.co.za
	
Harvard	House	Investment	Management	(Pty)	Ltd*,	Licence	no:	675		
Harvard	House	Financial	Services	Trust*,	Licence	no:	7758
Harvard	House	Insurance	Brokers*,	License	no.		44138
Harvard	House,	Chartered	Accountants
*	Authorised	financial	service	providers	in	terms	of	FAIS	(2002)

For	more	information	on	the	range	of	products	and	services	offered	by	Harvard	House	Investment	Management	and	its	
associated	companies	(including	Harvard	House,	Chartered	Accountants),	or	for	any	financial	advice,	please	contact	the	
Company	at:
Harvard	House	 	 	 	 	 	 (	 	 +27	(0)	33	330	2164
G					3	Harvard	Street,	Howick,	3290,	South	Africa	 	 7	 	 +27	(0)	33	330	2617	 	 	
+ P.O.	Box	235,	Howick,	3290,	South	Africa	 	 	 @	 	 admin@hhgroup.co.za
	 	 	 	 	 	 	 	 www	 	 www.hhgroup.co.za	 	

The	 clichés	 about	Africa	 are	well	 known	and	well	 versed,	but	 there	 is	 no	doubt	 that	 the	 tide	 is	 turning.	Africa	 is	 fast	
becoming	the	investment	destination	of	choice	as	investors	and	companies	alike	size	up	its	attractive	demographics	and	
limited	infrastructure.	Our	companies	are	also	scrambling	to	secure	a	foothold.	Our	seminar	will	examine	the	hype	and	
potential	of	the	“Forgotten	Continent.”

Please	RSVP	to	Annalie	Robins	on	033	3302164	or	annalier@hhgroup.co.za.	We	
are	very	aware	that	demand	is	outstripping	the	venue	for	our	Natal	presentations,	
and	 we	 are	 urgently	 investigating	 alternatives	 to	 make	 sure	 all	 who	 would	
like	 to	 attend	 are	 accommodated.	 In	 the	 meantime,	 we	 thank	 you	 for	 your	
understanding	and	patience.	Space	is	limited,	especially	in	Natal,	so	please	book	
to	avoid	disappointment.	Equally,	if	you	have	booked	and	are	subsequently	unable	
to	attend,	please	let	Annalie	know	so	that	we	can	offer	that	seat	to	someone	else.

(Note:	There	is	no	Johannesburg	InSight	Seminar	in	October)

INSIgHt SeMINARS: KZN MIDLANDS & JoHANNeSBuRg 

Natal Midlands
Topic: 									Understanding	Africa’s	

Potential
Date: 1st	Of	October
Venue: Fernhill	Hotel

Midmar	/	Tweedie	Road
(almost	opp	entrance	to	Mid-

mar)
Time: 5.30pm	for	6pm

CoNtACt DetAILS

I N S I G H t
market Updates from the Harvard House Group


