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YOUR LAZY CASH

Leaving cash in low-interest CHARIZE BEUKES | CERTIFIED FINANCIAL PLANNER®, BRENTHURST PRETORIA
accounts is like paying an
employee to nap. Shift idle funds In the world of personal finance, cash is often seen as the safe haven — a
into higher-yield, tax-efficient reliable cushion for emergencies or opportunities. But all too often, it sits
vehicles and let your money work in the corner of your bank account like a snoozing employee on a Monday
for you. Keep enough for morning, earning little more than a polite pat on the back from the bank.

emergencies, but make sure . o ) o ) .
In South Africa, this “lazy cash” phenomenon is widespread, with millions of

rands languishing in bank accounts earning a fraction of interest. If your
cash is stuck in a low-interest account, it’s time to give it a wake-up call and
put it to work — and maybe even save on tax while you're at it.

WHY LAZY CASH IS HOLDING YOU BACK

South African banks typically offer interest rates on savings and call
accounts ranging anywhere from about 3% to 8%, depending on the size of
your balance and the account type. That might sound reasonable, but with

JHB (HQ) +27 (0) 11 799 8100 inflation currently around 3%-5%, you’re barely keeping pace with the rising
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CAPE TOWN +27 (0) 21 418 1236 Even worse, if you're in a higher tax bracket, the interest you earn is taxed

BELLVILLE 2 L) LS e at your marginal tax rate, which can be as high as 45% for top earners. That
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means your after-tax return on cash might struggle to outpace inflation,
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PAARL (VAL DE VIE) +27 (0) 21 100 3901 leaving your money effectively losing value in real terms.
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every rand earns its keep. Your
future self will thank you.
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THE TAX DRAG ON CASH

Thanks to the interest exemption, the first R23 800 (under age 65) or R34 500 (over age 65) of interest
income each year is tax-free. But any interest above those thresholds is taxed at your personal income tax
rate.

For example, if you’re earning R50 000 in interest and your marginal tax rate is 36%, you’ll pay tax on
R26 200 of that interest — costing you over R9 400 in tax. Suddenly, your “safe” cash doesn’t look so
safe after all.

Let me explain further by way of the following comparison:

Lazy Cash Investment R5,000,000 Wrapper Investment

Interest rate 8.0% Rate of retrun

Interest earned R400,000 |Capital growth

Interest earned after interest exemption (under 65) R376,200 Interest earned

Marginal Tax Rate 45% Marginal Tax Rate inside wrapper
Income tax payahle to SARS R169,290 Income Tax Payable to SARS
Total Growth After Tax (Year 1) R230,710 Total capital growth

Real net return after income tax 4.61% | |

Total capital gain R400,000
Inclusion rate (40%) R160,000
X Marginal tax rate (30%) R48 000

Total growth R400,000/
Minus Intrest earned RO
Minus Capital gains tax R48,000
000

Investment amount after income tax R230,710 0

Real return (after tax) 4.61% Real return (after tax) 7.04%

Invested over a period of 5 years |
Income Tax

5 Year term Po— Paid 5 Year term iR

Year 1 R5,400,000 R169,290| |[vear1 R5,400,000

Year 2 R5,832,000 R183,690 Year 2 R5,832,000

Year 3 RE,298,560 R199,242| |[vear3 R6,298 560

Year 4 R6,802,445 R216,038 Year 4 R5,802,445

Year 5 R7,346,640 R234,178 ‘fear 5 R7,346,640

Total Capital Return R7,346,640, R1,002,438 Total Capital Return R7,346,640
Net Capital Return After Income Tax R6,344,202 Net Capital Return After Income Tax R7,346,640

CGT after 5 years
Total Capital growth R2,346,640
Inclusion rate 40% R938,656
X Marginal tax rate R281,597
_T::Ital CGT after 5 years | R281,597

Total growth after 5 years R7,346,640
Minus CGT R7,065,044

MNet Capital Return After Income Tax R6,344,202 Net Capital Return After Taxes R7,065,044
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HOW TO GET YOUR CASH WORKING HARDER

Instead of letting your cash snooze in a low-interest account, consider these smarter options:

MONEY MARKET FUNDS

These funds typically offer higher yields than bank accounts — currently around
7%-9% — while remaining highly liquid and relatively low risk. Plus, they’re
managed by professionals who actively seek better rates across the money market.

—— | TAX-FREE INVESTMENTS
T i s 5 [ P
Ts oA tax-free investment account (TFSA) lets you invest up to R36 000 per year (to a
it 1 & lifetime limit of R500 000) in approved investment products. Interest, dividends
- . and capital gains earned inside a TFSA are completely tax-free, which can
wE — /7 significantly boost your after-tax returns over time.

INCOME OR BALANCED FUNDS

If you can tolerate a little more risk, consider allocating some cash to conservative
income funds or balanced funds, which aim to beat inflation while offering some
diversification. Over the medium to long term, these funds can help your cash
grow faster than inflation, preserving your spending power.

WRAPPER FUNDS (ENDOWMENTS)

Wrapper products, such as endowments, can be a tax-efficient way to invest larger
sums of cash for the medium to long term. Interest, dividends and capital gains
inside a wrapper are taxed at a flat rate of 30% (for individuals), which can be
significantly lower than your personal marginal rate if you’re a high-income earner.
Worappers also simplify tax administration because you don’t have to declare the
income annually on your tax return. They do, however, come with some
restrictions on liquidity, so they’re best suited for money you can set aside for at
least five years.
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+27 (0) 12 347 8240 charize@brenthurstwealth.co.za

CONTACT ANY OF OUR HIGHLY QUALIFIED FINANCIAL ADVISORS AT OUR
NINE OFFICES COUNTRYWIDE TO DISCUSS YOUR INVESTMENT STRATEGY. | invest@brenthurstwealth.co.za

Johannesburg +27(0) 11799 8100 Claremont +27 (0) 21 1003901 SATELLITE OFFICES:

Sandton +27(0) 100351391 Bellville +27(0) 21 914 9646  KZN: Arin Ruttenberg +27 84 582 8581
Pretoria +27 (0) 12 347 8240 Stellenbosch +27(0) 21 882 8706  FREE STATE: Iniel Van Zyl +27 72298 3212
CPT Waterfront +27(0) 214181236 Val de Vie Estate +27 (0) 21 100 3901 NORTH WEST: Maria Smit +27 79 696 6860
George +27 (0) 44 050 6057 Mauritius +2305843 5215 MPUMALANGA: Marise Reinach +27 72 795 3604

Brenthurst Wealth Management is an authorised financial services provider (Reg No: 2004/012998/07) FSP No.7833. This e-mail and any file attachments transmitted with it are intended solely for the addressee(s) and may be
legally privileged and/or confidential. If you have received this e-mail in error please destroy it. If you are not the addressee you may not disclose, copy, distribute or take any action based on the contents hereof. Any
unauthorised use or disclosure is prohibited and may be unlawful. The view and opinions expressed in this e-mail message may not necessarily be those of the management of Brenthurst Wealth Management (Pty) Limited.
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