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6 In this edition:

• This time it’s different
• Some things never change
• SARS: changes to the income tax registration process

(n: immediate insight; receive knowledge by direct perception)
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tHis timE it’s diffErEnt

After the much-anticipated launch of 
the Apple Watch a few months ago, 
Apple has set in motion the arrival 
of mainstream wearable technology. 
Never one to follow, the company 
which boasts a war chest big enough 
to purchase 480 of the top 500 US 
companies for cash, looks to have 
done it again with this cutting edge 
smartwatch. The smartwatch market 
grew by an impressive 82% to US$1.3bn 
in 2014. So what exactly are the benefits 

of a smartwatch like the Apple Watch and are our lives going 
to be transformed in a meaningful way?

I remember vividly when a friend at 
junior school arrived wearing the new 
Casio calculator wrist-watch back in 
1988. It seemed revolutionary at the 
time and had maths teachers cursing 
and schoolkids plotting. Looking back, it 
didn’t change the world much but Casio 
had definitely planted a seed that others 
would nurture. Fast forward to 2015. 
Although many children are still taught 
algebra on a blackboard and they need 
to fully understand the basics, with the 
press of a button they can open their 
smartphone (iPhone for example) and 
compete one-on-one with a Chinese/Indian/American child 
in a timed mathematics quiz and be ranked globally within 
seconds of finishing it. “Smart”, it must be noted, does not 
refer to the user but rather to the ability of a phone/watch 
to connect us with the rest of the world via the internet. 
We now live in a global village within a “Connected Life”. 
The smartwatch aims to stream-line our lives further. After 
all, time is a precious commodity and needs to be used 
wisely. Just as VHS was overtaken by DVDs, DVD’s are now 
being made redundant by the Internet as online movies are 
downloaded almost instantly on multiple devices which will 
include watching tv/movies on your wrist in the near future. 
The smartwatch is not only connected to your bank account 
but can recommend choices based on your past behaviour 
and will interact with all aspects of our lives much like the 
smartphone does already. In a nutshell the world has and 

always will move towards making life as easy as possible 
and providing such technology is proving to be a massive 
money-spinner for companies like Apple, provided they get it 
right. One limitation of the Apple Watch is that it must have 
an up-to-date iPhone nearby through which it can connect 
to the internet. Otherwise some of its functionality will be 
restricted.  

Let us take a quick glimpse into part of a day in the life of an 
Apple Watch user. The basic ‘wake up’ alarm will no doubt 
continue to start our day. In a connected life one has the 
ability to then set in motion many variables, the scope of 
which is proving infinite as new apps are developed daily to 
cope with our insatiable demands. The Apple Watch has a 
built in heart-rate monitor that relays information throughout 

the day/night whilst checking your blood-
sugar levels and overall fitness levels. 
Health programmes can then interact and 
specify dietary requirements and calorie 
intake based on these daily readings. 
Pre-loaded food deliveries will be set in 
motion based on these readings without 
the need to go to the various grocery 
stores as often as in the past whilst 
simultaneously debiting your credit card. 
You will leave your house which will lock 
and activate the alarm automatically and 
walk up to your car without needing to 
put a key in the ignition, whilst the best 

route via rush hour traffic is being assessed. Not having to 
check your phone whilst driving has obvious benefits - it’s all 
there on your watch or on-board GPS system. Notifications to 
attend meetings and succinct messages from news channels, 
colleagues, friends and family will keep us informed during 
the working day.

It is a given that we all check our cell phones daily but there 
is more room for efficiency here. A recent study indicated 
that the average user will boot up his/her smartphone 120 
times per day. If you consider that it takes between 5 and 10 
seconds every time to insert your PIN to unlock your phone, 
you have lost 20 minutes per day already just by opening it. 
The smartwatch will be able to operate up to 70% of what 
you would normally use on a smartphone but less intrusively 
and the user will check their wrists about 200 times a day. 

Nick Rogers

“One limitation of the 
Apple Watch is that it 

must have an up-to-date 
iPhone nearby through 
which it can connect to 
the internet. Otherwise 
some of its functionality 

will be restricted.”
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A further study revealed that women check their phones 
approximately every 5-6 minutes at work. That is 10 times 
an hour! Most would of course rather not have to physically 
pick up their cell phone and type in the PIN each time – enter 
the smartwatch. A quick glance is all that is required so that 
you can continue with your work. Furthermore, smarter and 
more simplified notifications will cut out the “noise” and 
summarise tasks/information/news in one clear sentence on 
the screen. We all get irritated (and indeed are all guilty) of 
staring at our phones during meal times – whether it be at 
home or in a restaurant. “Forks on the left, cell-phones to 
the right” has become common dinner etiquette. A glance 
at your wrist will be much more acceptable social behaviour 
and will hopefully reduce unwanted rings during meetings 
and social occasions like plays, speeches, church services 
etc. “Less is more” will hopefully also free up more time for 
more direct communication which seems to be missing in our 
fast-paced lives with Twitter, Facebook, Whatsapp and Gmail 
dominating “conversation”. 

Functionality is another attraction. Some smartwatch models 
have built-in flash drives whilst others have voice and gesture 
control, Cloud data, and built-in activity trackers. Many 
smartwatches allow you to text and tweet from your wrist and 
if, for example, you are riding a bike or running on a treadmill, 
you will no longer need to risk an injury trying to pull your 
phone out your pocket to see who’s calling. Professionals like 
doctors will benefit from access to a patient’s latest readings 
on demand without the patient needing to be present.

For companies, it is all about Monetisation. It is all good and 
well that the consumer’s daily life changes for the better but 
companies need to make profits especially given the high cost 
of Research and Development. Efficiencies which companies 
like Apple are targeting for monetisation are cardless 
payments, where they will in effect be paid a transactional fee 
per purchase, frictionless & key-less hotel/car rental check-
ins which reduce employment costs and boost revenues. The 
possibilities for monetisation are endless when one considers 
airline/railway and taxi transportation where all information 
is booked, paid for and electronically transferred from your 
smartwatch. Lufthansa announced in May that it is now 
offering a new app for the Apple Watch – personalised flight 
information and boarding passes available to passengers on 
their wrist watch. Most apps are available via smartphone 
already but in time the smartwatch will slowly take market 
share as businesses buy into the idea and as consumer habits 
change. One-click transactions will work best and a simple 
tap on UBER, Amazon, Apple Pay etc. will create the order and 
payment instantaneously. Voice-concierge services are an 
area that Deutsche Bank expects to grow strongly. Ordering 
food, delivering food and many on-demand services will suit 
the smartwatch concept.

Gaming, messaging and social media monetisation is 
currently skewed heavily to smartphones. So initially the 
smartwatch will primarily be a notification device, a compact 
version of the former and its use will evolve in time. Battery 
life is an issue with around 18hrs of use before a recharge is 

The Apple Watch comes in three models with dozens of strap and colour variations.
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required. Furthermore, most smartwatches have to be linked 
to a smartphone via bluetooth or WiFi to work effectively. 
However, as we have seen with the rapid advances in 
microchip/battery efficiency and size coupled with solar 
technology possibly playing a role, economies of scale will see 
to it that in time these teething issues will be overcome. We 
can all remember the 1st Nokia cell phone (the Nokia 2110 
or “brick”) and know how far things have come since then. 
There is no reason why the same won’t apply to wearable 
devices such as the Apple Watch. 

What do the Swiss think of the arrival of the Apple Watch? 
60,000 jobs disappeared in the 1970’s and ‘80’s when the 
Swiss under-estimated the Japanese quartz watches. Deloitte 
research states, “... at that time, two technologies were 
competing to give the same information. This time it is two 
very different product offerings that are competing against 
each other.” Swatch co-inventor Elmar Mock said that the 
Apple Watch may reach sales of 30 million units in the first 
few years vs 2014 Swiss watch sales of 28.6 million units. 
Nonetheless, the incumbents are not being complacent. In 
March TAG Heuer announced that it was partnering with 
Google and Intel to take on the Apple Watch and will launch 
their own version within 9 months. Swatch, Breitling and 
Montblanc have recently dipped their toes in this market 
too, adding electronic features such as fitness trackers and 
messaging devices. Although Apple is selling a $20,000, 18 
karat gold, luxury version of its Apple Watch, it will not be 
looking to compete with the likes of LVMH and Richemont 
who sell luxury watches in excess of $100,000. Competition 
will be fierce in the $500-$1000 range. “Similar to a luxury 
car, high-end watches are purchased as a visible reflection 
of wealth,” said Deborah Aitken, an analyst at Bloomberg 
Intelligence. “The digital revolution has done little thus far to 
muffle mechanical luxury demand.” 

In conclusion, there will be plenty of people and businesses 
who will benefit from smartwatches. The discretion, 
convenience, affordability and functionality offered by them 
are definite drawcards. The time to make the decision on an 
incoming alert on a smartwatch is typically less than a second. 
If you multiply that across millions of potential users per 
message, per day, the benefits on freeing up time to pursue 
other activities are clear. Interacting with a smartwatch will 
definitely be more efficient, subtle and less rude socially than 
with a smartphone but there won’t, for now, be many people 
who will be worse off for not having one. They are not there 
to replace your phone, they are there to complement it, and 
to make your life that little bit easier. What is clear is that our 

lives are “connected” like never before. In years to come we 
will probably look back, as we did with the cell-phones, and 
wonder how we ever lived without one.

Richemont vs swatch vs apple shaRe pRices
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One could easily argue that comparing companies such as 
Apple and Swatch is like comparing chalk and cheese. Apple 
is more than just watches. Five years ago, no-one realized how 
badly they needed an ipad! Furthermore, Richemont also has 
a product range far wider than just watches. Nonetheless, the 
chart tells an interesting story. Apple’s shares are flirting with 
all-time highs. Those for the Swiss luxury companies are far 
from record highs. More and more, technology is encroaching 
on more traditional industries. In our opinion, Swatch, which 
has always been a trendy brand, is vulnerable to products such 
as the Apple Watch. Apart from the functionality of counting 
your steps (for example) the Apple Watch is also stylish and 
a status symbol. Traditional Swiss manufacturers will have to 
be innovative to keep such threats at bay.

Look familiar? Many will remember this Casio watch from 
the 1980s. The idea of a “smartwatch” is not new.
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I can already hear the rising chorus: 
“You are wrong. The only constant thing 
is change. Everything changes, and 
change is affecting us more rapidly than 
ever before.”

Think again … it is human nature that 
does not change. We humans like our 
vices, and neither death, nor politicians, 
nor rising taxes, nor contraband 
smuggling, nor increasingly onerous 
laws, nor other obstacles, such as a ban 

on advertising, will stop us from enjoying our social habits.

Yes, you have guessed it …. I am pointing to tobacco and 
alcohol - two ingrained habits that just will not go away. The 
reason is simple - both are highly profitable. In fact they are 
extremely profitable, and have remained so over a very long 
period of one hundred years.

I quote from research carried out by the London Business 
School: “When it comes to delivering long term, nothing 
beats tobacco and alcohol stocks. One dollar invested in 
US tobacco companies in 1900, with dividends re-invested, 
would have turned into $6.28 million. Stock markets have 
been transformed since 1900. Once important industries 
such as shipbuilding and steel have all but vanished, and 
new ones have risen in their place. But despite a century of 
“disapproval”, the appeal of tobacco and alcohol remains 
constant.”

The two top shares as measured by market capitalisation on 
the JSE (market capitalization is calculated as the number of 
shares in issue multiplied by the share price) are of course 
British American Tobacco (market cap of R1.3 trillion) 
and SABMiller (R1.1 trillion). There is only one other listed 
company in this industry, namely Distell (R35.7 billion).

These three companies are almost unique on the JSE. There 
are no other companies in these two sectors which are 
available for investment by clients. They should all be held 
as long term core holdings, and should be accumulated on 
weakness.

Snapshots of the three companies are as follows:

British american tobacco

BAT has the highest proportionate exposure to emerging 
markets of the international tobacco companies. This should 
underpin higher medium-term growth in sales and profits. 
Chairman, Richard Burrows said, “The Group continued 
to perform extremely well despite challenging trading 
conditions. We grew revenue and profit at constant rates 
of exchange and we increased our market share. Although 
significant exchange rate movements in many of our key 
currencies impacted our reported results, the underlying 
performance of our business remains strong. The increase in 
our total dividend for 2014 by 35% reflects our commitment 
to growing shareholder returns as well as our confidence in 
the strength of our business, our strategy and our future.”

somE tHinGs nEvEr cHanGE

Nigel Porter

Dec 14 Dec 13 Dec 12 Dec 11
Price Cents 63200 56013 42822 3900
Earnings Cents 3728 3271 2700 2263

% change 14% 21% 19%
Dividends Cents 2418 1789 1497 1313

% change 35% 20% 14%
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The BAT share prices has made steady progress for the last 
two years as the market appreciates the growing dividend.
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saBmiller

SABMiller achieves two-thirds of its profit from emerging 
markets, primarily Africa and Latin America where it is 
dominant. Another key feature of SABMiller’s growth potential 
is China. Although it contributes 18% to group beer volumes 
it represents only 2.7% of profits. So as the beer consumer 
in China moves from local beers to premium beer – a trend 
evident everywhere else - it should deliver strong profit uplift 
from an already established platform. The growth in Africa 
will be complemented with the recent joint venture with 
Coca-Cola. In Europe it takes 10 minutes of work to afford 
one pint of beer, in Africa that time is 4.5 hours. So there is 
huge potential as salaries rise across the continent. 75% of 
alcohol consumed in Africa is brewed at home. Commercial 
beer makes up just 15% of the market so SAB has massive 
potential to grow. The developed markets of North America, 
Europe and Australia provide superior cash flows to finance 
growth elsewhere. Every minute of every day, SABMiller sells 
140,000 bottles of beer through its worldwide network, an 
astonishing number!

Distell

Distell Group Limited is Africa’s leading producer and 
marketer of spirits, fine wines, ciders and ready-to-drinks 
which has Remgro and SABMiller as its major shareholders.  
Having two dominant shareholders is both a blessing and a 
curse. The blessing is that it has strong shareholders to guide 
the company to achieve its goals. The curse is that there are 
very few shares available for the rest of us. Distell shares 
trade very poorly, so building up a position requires patience. 
Distell is no longer simply a South African company that 
exports to the world. It is a company that is developing its 
routes to market, on its own and in partnership with others, 
in territories across Africa, Europe, Asia and the Americas. 
Last year it invested heavily in kenya as a foothold into the 
rest of East Africa. It has a unique, high-quality portfolio of 
brands and products that enables it to compete with the 
best in selected markets. Brands include Klipdrift, Savanna & 
Hunters Cider, Bains Whiskey, Richlieu, Amarula & Nederberg 
to name a few. Over a 10-year period Distell has delivered a 
total shareholder return of 30,9% per annum, outperforming 
its global peers.

Jun 14 Jun 13 Jun 12 Jun 11
Price Cents 13595 14800 10594 7275
Earnings Cents 721 532 480 477

% change 36% 11 1%
Dividends Cents 337 335 295 256

% change 1% 14 15%
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Distell’s share price has been more volatile than SABMiller’s 
but the underlying trend has been progression upwards.

mar 15 mar 14 mar 13 mar 12
Price Cents 63600 60539 53275 38944
Earnings Cents 2649 2542 2019 1607

% change 8% 21% 26%
Dividends Cents 1315 1096 959 784

% change 20% 14 22%
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The world loves a cold beer: SABMiller’s shares have risen 
steadily over the last two years.
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It seems that every month we write 
about another change to tax procedures 
at SARS. Unfortunately, we are at it 
again, and it is not necessarily good 
news. Gone are the days when your 
tax practitioner could register you for 
income tax under a power of attorney.  
In the last six months, SARS has changed 
the rules so that only in exceptional 
circumstances can a tax practitioner 
register a taxpayer for income tax.  
These exceptional circumstances are:

• the client is incapacitated or terminally ill (a letter from 
their doctor will be required), 

• the client is a non-resident, 
• the client has died, or 
• the client lives more than 200 kms from the nearest SARS 

branch.

In  ALL other cases, a tax practitioner cannot register a taxpayer 
for income tax.  The individual or the tax representative (of a 
business or organisation) has to visit the nearest SARS branch 
in person and submit the required documentation.  In the 
case of a minor needing to be registered for income tax, the 
parent or legal guardian will need to go into SARS with the 
relevant forms.

Provided you have the correct documentation, the process 
is simple. 
 
1. You will need to complete the IT77 form entitled 

‘Application for registration as a Taxpayer or Changing of 
Registered Particulars: Individual’.  This form is available 
on the SARS website, www.sars.gov.za.

2. You then need to take the following documentation into 
SARS.

a. The completed and signed IT77 form.
b. Your original ID or passport or driving licence, as well 

as a certified copy thereof.
c. Original bank statements not older than 3 months, 

stamped by the bank.
d. Original proof of residential address (e.g. municipal 

account, utility bill, etc.) not more than three months 
old, which reflects your name and residential address.

e. If you do not have proof of residential address in your 
name, the ‘Confirmation of Entity Residential Address 
(CRA01)’ form must be completed.  The CRA01 form is 
available on the SARS website.

f. If you are registering a minor child for income tax, you 
will need:

i. A completed IT77 form in the name of the child, but 
signed by you as the parent or legal guardian.

ii. The child’s original ID or original birth certificate 
and a certified copy thereof.

iii. If your child has a bank account, then original bank 
statements not older than 3 months, stamped 
by the bank.  If your child does not have a bank 
account, then the same information in respect of 
your own bank account.

iv. Your original ID or passport or driving licence, as 
well as a certified copy thereof.

v. Proof of your residential address as per (d) and (e) 
above.

g. It is very important to get an acknowledgement slip 
from SARS showing a reference number, as this is your 
proof that you have submitted the registration form.

SARS should then take a maximum of 10 working days to issue 
you with an IT150 form entitled ‘Notification of Registration’ 
in the post, showing your income tax number and your other 
registered personal details.
 
The good news is that once your income tax profile is 
registered with SARS, a tax practitioner can then assist with 
further registration requirements, such as VAT, if necessary.

If you have any questions about your tax affairs, please feel 
free to contact our tax department and we will be happy to 
assist you.

sars: cHanGEs to tHE incomE tax rEGistration procEss

Shelly Moreno
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Traditionally, listed property has always been viewed as a defensive sector, with the bulk of the return coming from income 
rather than capital gains. However, over the last ten years, listed property as an asset class has performed far better than 
equities generally, as investors have come to appreciate the benefits of a secure, and rising, income stream. Our next 
seminar will focus on the listed property sector, providing feedback from recent management meetings and site visits. 

Please RSVP to our receptionist, Hajira Saidi on 033 3302164 or admin@hhgroup.co.za. Please note that we will host two 
seminars in Natal – one morning session and one evening session in order to alleviate congestion and make the events 
more accessible. Both seminars will take place at Fernhill Hotel.

insight seminaRs: KZn miDlanDs & JohannesBuRg 

natal midlands - morning natal midlands - evening Johannesburg - evening
Topic: Listed property: where to from here? n/a

Date: 28th of July 28th of July n/a
Venue: Fernhill Hotel

Midmar / Tweedie Road
(almost opp entrance to Midmar)

Fernhill Hotel
Midmar / Tweedie Road

(almost opp entrance to Midmar)

n/a

Time: 10am for 10.30am 5.30pm for 6pm n/a

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 Insurance Brokers*, License no.  44138  
Harvard House Financial Services Trust*, Licence no: 7758   * Authorised financial service providers in terms of FAIS (2002)

contact Details
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  


