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Legislation within the local financial industry has come a 
long way since 2001 when the first law governing 
financial advice (the Financial Advisory and 
Intermediary Services Act) in South Africa came into 
effect.  Considering there were little to no governance 
of what constitutes appropriate advice; since 2001 
many changes have taken place to protect consumers.  
Recently the government announced that it intends to 
amend 11 Acts governing the financial sector.  In this 
issue (although a boring topic) we thought it would be 
useful to provide a few highlights. 
 

Financial regulation will be broadly divided between the 
Reserve Bank of South Africa (RBSA) and the FSB 
(Financial Services Board).  The mandate of the FSB 
has its roots in the FSA (Financial Services Agency) – 
the British equivalent of our local regulator.  The RBSA 
will be responsible for prudential regulation; ie 
legislation to prevent institutions from going bankrupt.  
On the other hand the FSB will be tasked to regulate 
market conduct and consumer protection. 
 

Regulatory examinations 
In 2008 the FSB announced that financial advisors will 
need to comply with minimum educational requirements 
in order to provide financial advice.  A major overhaul at 
that point since virtually anybody was able to become 
an agent at one of the insurers – which to a large extent 
dominated the market and were also responsible for the 
poor track record thus far.  In addition the FSB rolled 
out a series of compulsory examinations in two phases:  
• Level 1 ensuring that all advisors know and 

understand their regulatory environment – the 
legislation which governs our industry 

• Level 2 examinations will verify that advisors meet 
minimum requirements within each area of 
expertise eg medical aid schemes, investments and/ 
or insurance 

 

Take note that these examinations merely validate 
basic knowledge areas and does not determine or test 
exceptional skill(s).  It is important that each advisor 
assess and define what value is added to his or her 
client base.  The existing operational framework (to a 
large extent) protects fee structures and business 
models of all the major providers.  Complicated 
configurations, industry jargon, incentivised selling as 
well as poor transparency have contributed to the 
mistrust of the average advisor.  We encourage clients 
to engage and we implore people to ask critical 
questions. 
 
 

Treat Clients Fairly (TCF) 
TCF is an initiative launched by the FSB; the objective 
being to improve interaction between providers and 
consumers.  There are essentially three requirements for 
TCF to work... an effective regulatory framework with pro-
active monitoring, a serious culture change as well as the 
right incentives and deterrents.  TCF is a principle based 
legislation built around several desired outcomes.  Some 
of the outcomes are: 

• Clients should be confident that they are dealing 
with firms where fair treatment of clients is at the 
centre of their corporate culture 

• Consumers should all get access to clear and 
unambiguous information  

• Where financial advice is given, it should be 
suitable with the consideration of specific 
circumstances pertaining to the individual 

• The results of financial offerings should be 
according to what clients were led to believe; and 
any services rendered in the manner they have 
expected 

• Clients should not face any post-transactional 
barriers imposed by financial institutions which 
make it difficult to switch or change a provider – or 
even to submit a complaint 

 

Although we support these new developments, we hope 
that it is not just another form of bureaucracy without 
effective results.  Further it is unclear how “fairness” will 
be measured.  Also, how could or would larger 
influential companies manipulate the system; and to 
what extent the regulator has the muscle to take on the 
culprits. 
 

Budget speech essentials 
In backdrop of the 2012 budgetary speech by Mr Pravin 
Gordhan, there were a few unexpected announce-
ments: 

• Capital Gains are going to be taxed at higher 
inclusion rates  

• Tax exemptions on interest-bearing savings will be 
terminated and replaced by new saving vehicles 
with annual capped amounts.  For the first time the 
annual interest exemption (for individuals under age 
65) has been kept at the same level 

• The controversial 15% dividend tax will replace the 
existing 10% STC (investors will receive dividends 
after tax).  South African resident companies which 
receive dividend income will need to apply for 
exemption as well as any registered retirement fund 
(pension, provident fund, retirement annuity or 
living annuity) 

• As of 1 March 2014, the allowable contribution rate 
to any retirement fund will be increased to 22.5% 
(under age 45) and 27.5% if you are 45 years and 
older, but up to a maximum contribution amount. All 
contributions can be deducted from your taxable 
income.  The mechanism encourages more saving 
but contributions are limited to a cap amount  

• Medical expenses are now deducted from your 
calculated tax; ie a tax credit.  Once again it favours 
lower income earners  

 

The Sygnia transition 
The final conversion of our investment strategies has 
been delayed due to red tape and arduous meetings 
with the FSB. In addition Sygnia is weighing up 
alternatives for an effective transition to the new 
structure.  All of this took longer than what we 
anticipated.   
 

At this point our planning indicates that the conversion 
should be completed by the end of May 2012.  Again, 
the reasons for the change include: 

• Better oversight and control 

• Flexibility; when we need to swap fund managers  

• A total cost reduction which will result in expected 
better performance 

 

Please call us if you have any questions. 


