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February is an important month in the economic calendar for our nation as 
the Minister of Finance delivers his road map for our country for the year 
ahead. An important challenge for this year’s budget, due on the 27th of 
February, is how we will address the country’s growing budget de�cit and 
rising government debt levels. The government de�cit or surplus is 
calculated as the difference between government income and spending in a 
single year. Income is usually generated from taxes, dividends and other 
revenue while key expenses include salaries for government employees, 
social bene�ts (including pensions, child grants and other bene�t schemes), 
interest on public debt and other expenditure. While South Africa has 
weathered the global economic crisis well, our budget de�cit and debt levels 
over the last two years has grown due to lower tax revenues and increasing 
expenses from the higher public sector wages and growing spend on social 
welfare.

Compared to the debt levels of many developed economies, South Africa is 
in a stronger position but the trend has been changing over the last couple 
of years. The European crisis highlights the rami�cations of a lack of 
discipline in controlling the budget de�cit and debt levels. With a growing 
number of countries under pressure to tackle their budget de�cits, the 
global landscape on social welfare is being re-engineered as governments 
impose new legislation to contain costs. Lower revenues combined with a 
growing ageing population, leaves many countries at risk of a pension black 
hole. Governments globally are responding with a variety of measures, 
including raising retirement age thresholds, imposing mandatory pension 
schemes for the employed and increasing taxes. Our economic prosperity 
requires collective action from government, trade unions and citizens alike 
to ensure that we as a nation remain �nancially secure. Government needs 
to achieve greater ef�ciencies and quality in service delivery and unions 
need to demonstrate greater restraint in wage negotiations. Citizens need to 
be responsible tax payers and assume greater accountability in preparing 
for their �nancial needs. It is through joint action that we will achieve greater 
economic stability as a nation and realize a better standard of living for all 
South Africans.

The tide is slowly turning on the global economy with growing con�dence 
from some of the leading economies now starting to �lter through. In the US, 
the housing market continues to show improvements with rebounding house 
prices supported by increasing mortgage applications. The improving 
sentiment should bene�t consumer spending going forward. China’s 
con�rmed 7.8 % GDP growth for 2012 beat expectations, surpassing the 
government’s target of 7.5%. Increasing exports, improvements in factory 
output and retail sales as well as strong �xed asset investment all 
contributed to the upside surprise in the latter part of 2012. China’s 
manufacturing has expanded at its fastest rate in two years as domestic 
demand gathers momentum. While Europe continues to experience negative 
growth, services and factory output in the area fared better than expected. 

The road to recovery for the EU is a long one but the actions underway are 
supporting a positive turnaround.

The South African economy faces a challenging year ahead as the weaker 
rand takes its toll on in�ation, with fuel, energy and food prices set to rise. 
The Reserve Bank has kept rates unchanged at 5% with wage cost 
pressures and a depreciating rand being highlighted as key considerations. 
The weaker rand, however, does bode well for exports which should see our 
mining and manufacturing industries bene�t as the turnaround in the global 
economy starts to �lter through. Growing domestic demand in China has 
seen commodity prices �rm in recent weeks. Sustained commodity prices 
together with a weaker rand should see our mining companies deliver 
positive economic growth in the year ahead.

Based on the IMF’s forecast for South Africa, our budget de�cit is expected 
to decrease by 2017. In order to achieve this, government would need to 
implement measures to increase tax revenues and control expenses, which 
would include government curbing the rise in spending on social welfare. It 
is clear that South Africans need to make additional provisions for 
retirement if they are to enjoy a standard of living that they have become 
accustomed to during their working years. For those who have started 
planning ahead and have a retirement annuity (RA) in place, as we approach 
the tax year ending February 2013,  you might be entitled to a tax deductible 
top up on your RA, as an opportunity to enhance your savings. 

To illustrate, using an example of a professional earning R600 000 p.a. in 
the top tax bracket of 40%. He does not contribute to a pension scheme but 
can contribute towards a Retirement Annuity.

Exercising his right to top up on his RA could see him save R36 000 in taxes 
and allows him to increase future retirement earnings. This year is the last 
year to take advantage of the uncapped tax deductions from retirement 
savings as the government plans to cap tax deductions from March 2014. 
Contact your �nancial advisor before the end of February to �nd out if you 
are entitled to a tax deductible top up on your RA. 

“The habit of saving is itself an education; it fosters every virtue, teaches 
self-denial, cultivates the sense of order, trains to forethought, and so 
broadens the mind.” T.T. Munger [American scientist]

The Oasis Bond Fund has received the accolade of 2012 Raging Bull Award 
for best performance on the basis of Risk-adjusted Returns by a Domestic 
Collective Investment Scheme in the domestic �xed interest bond category 
for the 5-year period ended 31 Dec 2012. The fund has delivered an 
annualised return of 10.7% for the 5 years to December 2012, relative to 
in�ation of 6.2%.

The annual Oasis family day was held on 26 January 2013 at Zorgvliet 
Estate in Stellenbosch.  This action-packed day included volleyball, foosball 
and other fun games. Family day is a day for staff, their partners and 
children to come together and share in the spirit of the Oasis family and is 
part of Oasis staff well-being program. Gifts are handed out bringing smiles 
to the faces of all the staff and their children. The day gets staff motivated 
for the year ahead; setting the tone for the team to work together to ensure 
continued service excellence for our clients.
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Annual
Income 

Maximum Tax
Deductible RA
Amount at 15%

Top 
up

amount

Taxable
Amount 

Tax Due
at 40% 

Tax
saving

R600 000 R90 000 Nil R600 000 R240 000 Nil

R600 000 R90 000 R90 000 R510 000 R204 000 R36 000

Option 1: Don’t exercise 
your top up rights

Option 2: Exercise your top
up right with the maximum 
allowable limit of 15%

Source: Adapted from IMF World Economic Outlook Database

Government Debt per Person ($ 000s)


