
Headlines can be misleading. The global equity 
market is a vast selection of companies operating 
across industries and regions, with different 

ambitions, different prospects, and different payoffs for 
investors. So, when we read a headline that generalises, 
such as ‘S&P reaches new highs’ or ‘Equities are expensive’, 
how much notice should we take of this information?

What should we do when these generalisations 
tell us that now either is or isn’t the time to invest in 
global equities?

We can start by differentiating across the equity market, 
to better understand the opportunity set available. It goes 
without saying that across a broad equity market, like the 
S&P in the US, or the FTSE in the UK, on average the set of 
investment opportunities is, well, average. This shouldn’t be 
surprising. Across a broadly diversified basket of equities, 
at least half of them you probably don’t want to own: 
Companies that are in distress and unlikely to recover; 
companies with large growth prospects who ultimately 
don’t deliver; or simply an average company, going about 
its business, making positive but pedestrian returns. In 
fact, the number of laggards far outweighs the number of 

winners. Surely we  
can do better? 

Secondly, we need 
to reflect on the 
general mood of the 
market, which has 
a tendency to push 
prices higher the 
more complacent and 
risk-seeking investors 
become. This can lead 
to the point where the 

average market of shares is not only average in prospect, 
but is overpriced too. Arguably, this is where we are today. 
But, does this mean we follow the headlines and don’t 
invest? No.

If we rather aim for a more specialist approach, we can 
also begin to distance ourselves from generalist thinking 
and behaviours to identify opportunities where the payoff 
is above average. 

For instance, value investors will search for temporarily 
underpriced equities. But to do this successfully, they 
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need to also avoid the legions of permanently underpriced 
equities. Currently you can buy a value-focused fund at 
roughly half the valuation of the market as a whole. This is 
a meaningful opportunity.

Growth investing has merit too, where the target is the 
exciting multi-bagger equity like a Tesla or an Amazon. 
If you read the headlines now, you would stay well 
clear of growth shares, but what’s to say that the next 
Tesla or Amazon is not out there as we speak? A single 
ten-bagger could offset the general deflation in growth 
shares, should optimism levels recede. By generalising, 
we limit our access to opportunities like these and the 
wealth they can create.

There are various other avenues we can explore too: 
Emerging market funds that don’t focus on Chinese 
technology such as Alibaba and Tencent, but rather on the 
less crowded sectors of the market that offer opportunity 
far from the headlines stories. There are funds that 
invest in high-quality shares but do care about the price 
they pay, allowing investors to access these consistent 
performers without paying over the top for them; or funds 
that aim to seek out the innovative businesses of the 
future, where disruption of the status quo drives future 
growth and earnings.

These headlines can create the illusion that investing is 
simple and binary, yet in reality it is complex and subtle. 
Thinking about the opportunity set in simple terms can 
often clear up the confusion and ambiguity brought on 
by sentiment and headlines. There is always something to 
pique the interest in global equity investing.

Peter 
Foster, Chief 
Investment 
Officer, 
Fundhouse

When investing directly offshore 
in hard currency, i.e. after 
converting rand to foreign 

currency, financial advisers generally have 
two options to consider on an offshore 
investment platform: a pure offshore 
investment or an offshore endowment. 

For local investments, clients could 
benefit from using endowments as part of 
their personal financial plans, especially 
high-income earners. These clients could 
pay up to 45% tax on interest earned on 
their local investments, and capital gains 
tax of up to an effective rate of 18%. When 
using an endowment, these rates effectively 
reduce to 30% and 12%. In both instances, 
dividend withholding tax of 20% applies.

Here, the potential tax benefit is often 
weighed against the restrictions that apply 
to an endowment. An endowment has a 
prescribed minimum term of five years. 
During any restriction period, a client can 
make one loan and one withdrawal. Any 
withdrawal is limited to a maximum of 

contributions plus 5%. 
When it comes to offshore investments, 

there is more to this choice than merely 
considering the tax efficiency of an 
endowment and the restrictions prescribed 
by legislation. Certain international 
endowments consist of multiple underlying 
policies, which means that clients have 
increased access to their money.

Offshore endowments have many 
benefits that are not as well known, 
although some of these benefits also 
apply to local endowments. Generally, 
an endowment can have the following 
role players: the investment owner 
(policyholder), the insured life or insured 
lives, and the beneficiaries. A beneficiary 
can be a beneficiary for proceeds and/or a 
beneficiary for ownership.

Depending on how the endowment 
is structured with regards to different 
combinations of role players, the 
endowment and its proceeds are treated 
differently in the event of death of the 
investment owner or the last insured life 
(if applicable). The endowment can be 
structured in such a way that it follows the 
intent of the client. For example, who the 
ultimate owner should be or who should 
benefit from the proceeds. An endowment 
can also hold estate planning benefits; for 
example, a potential saving on executor fees 
and, in some instances, even on estate duty 
and capital gains tax.

The most compelling reason for using an 
offshore endowment is probably when it 
comes to situs tax and probate.

In short, situs tax is a type of tax 
equivalent to South African estate duty. 
Probate is a procedure where a legal 

authority approves a will as the valid and 
last will of a deceased testator. The probate 
process can be expensive, complex and 
time-consuming, which means that the 
winding up of a South African deceased 
estate could be delayed.

Situs tax and probate can be avoided 
by using an optimally structured offshore 
endowment.

Another benefit of an endowment is that 
the legislation provides protection in the 
event of the insolvency of the investment 
owner’s estate when an insured life has 
been added (for example, on the Momentum 
International Endowment Option: Life 
insurance bond). Note that there are various 
requirements that must be met for this to be 
true; for example, the policy must have been 
in force for at least three years.

The most effective way to invest in an 
offshore endowment is to use the services 
of a reputable and established offshore 
investment platform.

We have more than two decades of direct 
offshore platform experience. Our offshore 
investment platform, Momentum Wealth 
International, was established in Guernsey 
in 1999. Guernsey was our jurisdiction of 
choice as it offered an efficient regulatory 
and fiscal framework, together with investor 

protection policies. Based on our criteria at 
the time, we considered Guernsey the safest 
financial services centre.

The Momentum International Endowment 
Option (offshore endowment) is available 
as the Life insurance bond or the Capital 
redemption bond, a sinking fund without 
insured lives. This offers various structuring 
options for financial advisers to make sure 

that, on death, the transfer 
of ownership or payment of 
the proceeds can be handled 
according to the client’s wishes.

We believe that our 
comprehensive range of 
products, investment funds 
and other investment 
components places us at 
the forefront of international 

investment solutions to cater for every 
client’s offshore investing needs.

Your client’s offshore investment isn’t just 
another investment. It’s unique and personal 
to them. We can help you with the offshore 
investment solutions your clients need to 
help them achieve their goals.

The information in this article is for general information 
purposes and not intended to be an invitation to invest, 
professional advice or financial services under the 
Financial Advisory and Intermediary Services Act, 
2002. Neither Momentum Wealth International Limited, 
Momentum Metropolitan Life Limited nor any of their 
subsidiaries or affiliates make any express or implied 
warranty about the accuracy of the information herein. 
The Momentum International Endowment Option is a life 
insurance product, issued by Momentum Metropolitan Life 
Limited, a licensed life insurer under the Insurance Act and 
administered by Momentum Wealth International Limited. 
Momentum Investments is part of Momentum Metropolitan 
Life Limited, an authorised financial services and 
registered credit provider. (FSP 6406). Momentum Wealth 
International Limited (FSP 13495) is an authorised financial 
services provider and part of Momentum Metropolitan 
Life Limited.
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