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  83   Father Christmas (By Andró Griessel) 

  
By now most of us have already forgotten about our New Year’s resolutions to stop smoking, eating less 

or not swearing at people on the road and have we already fallen back into our old habits.   For those 

who are still sticking to their resolutions…well done!  Irrespective of how successful you are at these 

resolutions, may 2012 be a good year for us all. 

 

In this edition of 2Cents, I want to focus on three topics, i.e. 1) what happened in the financial markets 

during 2011, 2) point out the benefits of Discovery Vitality, which is starting to look more and more like 

something out of Father Christmas’s bag and 3) remind you of your last chance to make contributions to 

your retirement annuity fund. 

 

1) 2011 vs. 2012 

Last year’s financial news was dominated by the on-going debt problems with which most of the “first 

world” is battling.  The earthquake and subsequent tsunami in Japan literally sent shockwaves across the 

globe and specifically the Japanese stock exchange.  The ethnic violence in North Africa also didn’t help 

settle the nerves of already rattled investors.  Most of the larger Stock Exchanges in the world ended in 

negative territory (in $ terms) and some of them in excess of -20%!!  See below an extract of research 

done by Investec Asset Management.   
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From the above it is clear that fund managers, despite the worldwide negative returns (in $ terms), were 

able to produce good returns (in Rand terms) from foreign assets (due to the depreciation of the Rand 

from R 6.62 to R 8.07).  What should however be clear from the above data is that you can’t bet on last 

year’s winning horse and expect to do well.  Short-term historic performance is of little to no use in 

making future investments decisions.  2010/2011 again proved to be a good example of this.  The 2nd 

best performing asset class in 2010 (South African shares), was the worst performing assets class during 

2011 and the worst performer during 2010 (Foreign Bonds), was the best performing asset class during 

2011.   

 

Taking into account everything that has happened in 2011, ProVérte generated quite acceptable returns 

for our clients.  For the 2011 calendar year, our conservative mandate generated 8.94%, our balanced 

mandate 9.85% and our focused mandate generated a return of 13.89%.  The million dollar question now 

is; what is in store for us for 2012?? The only prediction that I can make with absolute certainty is that 

shares will go UP and DOWN, but by how much and when my guess would be as good as your 

chiwawa’s ☺.  Cash is probably going to continue to deliver negative real (after inflation) returns even 

before tax is taken in consideration.  As we know by now, projections are not worth the paper they are 

written on, and at best have some amusement value when you can later laugh at how wrong you were.  

Regarding the allocation of our clients’ and our own money, we believe it is best to look at valuations of 

assets and then allocate capital to assets that are under-valued by utilising respected fund managers with 

a proven track record in their respective fields.  To follow this philosophy is not easy; especially during 

times of high volatility and underperformance; but history has shown that this one of the most effective 

ways of protecting and growing capital over the long term. 

 

Unfortunately, irrespective of what happens in the financial markets this year, I’m of the opinion that the 

tough financial conditions for the “average Joe” are going to continue.  Credit extension will still be tight, 

inflation will probably stay high, and unfortunately for pensioners (good news for home owners) interest 

rates will probably stay at these levels for some time still.  Household cash flows will therefore continue to 

be under pressure and keeping track of your spending (via a monthly expense sheet) will be a smart 

thing to do.  The property market and related industries (like estate agents, attorney’s, builders etc.) will 

probably in general (there are always exceptions) again face a tough year.  All of the above isn’t exactly a 

breeding ground for economic growth, so try and run a tight ship when it comes to your finances.  One 

way to optimise your cashflow is to do more with what you already have.  This brings me to my next topic:  

Should Adrian Gore (CEO of Discovery) be wearing a red coat with a long white beard and should 

Discovery’s head office be in the South Pole?   
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2) Is Discovery Father Christmas??  

If I were to tell you that I currently pay R700 p.m.  for a medical aid (hospital plan) and substantial risk 

cover (life cover and other ancillary benefits), you probably would not believe me?  I’m a born sceptic (to 

my wife’s frustration) and this implies that I take a little longer to be convinced when I see something that 

looks to good to be true.  Many of Discovery’s products also fall in this category… of appearing too good 

to be true.  However, over the past 2 years, I have become increasingly convinced of the value of Vitality 

and Discovery’s integrated approach to your insurance needs.  Before I continue with an example of how 

it works, I would like to warn you:  Discovery Life is not for everyone.  If you live in a deserted place, 

rarely work on a computer and have never heard of Vitality, you can probably skip this section as it will 

add very little value to your life.   For the rest of our readers, especially those with Vitality and who have 

never progressed past BLUE status, here is MY story: 

 

I’ve been a member of Vitality for many years, but never took the necessary steps to upgrade my status 

from Blue to Bronze, Silver, or even Gold.  To me it seemed like just too much of an effort and I couldn’t 

really see the benefits that a higher “status” would bring.  This was until clients of mine (from Ceres and 

Worcester, not the city) showed me how easy and quickly they went from Blue to Gold (without having to 

gym or go to the movies).  This was my wake-up call to improve my own status.  Within 3 months we 

were on gold status (from blue) and this year will be our 3rd consecutive year on gold.  If we continue 

with this status for 2012 we’ll be automatically upgraded to diamond next year.  Now, before this starts to 

sound like a pyramid scheme or some sort of downline, let me show you the benefits that we enjoyed 

based on a practical example. 

 

Cash back from shopping at the partner stores (Pick  & Pay, Clicks, Totalsports etc.)  

 

During 2011 we received R 8 110.66 back in cash by using Discovery’s credit card to pay for items at 

Discovery’s partner stores....PS, these are items that we would have bought anyway and no change in 
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our spending behaviour was necessary.  MSB is the “medical savings benefit”.  This benefit allocates a % 

of your spending on healthy foods to your medical savings benefit.  These funds (R5 683.07) were then 

available for use within our medical savings benefit.  Because of this cash back it meant that our day-to-

day benefits were not depleted during 2011...despite a relatively expensive visit to a specialist.    What is 

worrying, however, is that we didn’t buy ANY healthy foods during September and December! ☺  

 

Discovery Miles  

We earned 18 639 Discovery miles by using our Discovery Card with the equavalant cash value of        

R1 839.90. 

 

Ster Kinekor  

This is a rough estimate but I would think that the additional savings of discounted movie tickets during 

the year were approximately R 250. 

 

Travel Benefits  

I travelled to Johannesburg twice during the year and both times flew with Kulula and hired a Europcar 

rental (both Discovery Partners).  My estimated discount was approximately R805. 

 

Money back on life insurance premiums  

See below an extract from Discovery’s Policy Document.  If you look at the GOLD column in the table 

below you will see that, depending on your medical aid claims, the percentage of premiums back can 

range from 22.50% to 45%.  My Discovery Life premium (including Vitality) is currently R950.12 per 

month.  I had no hospitalization claims during 2011 so received 45% of my premiums paid back 

translating into R 5 130.65 for the year 2011.   

 

The amount of premiums that you receive back each year is reflected on your yearly payback statement, 

which you should receive once a year.  At the time of writing this report I haven’t received my 2011 

statement, but for illustrative purposes, below is an extract of my 2010 statement (in Afrikaans 

unfortunately).  You will notice that my higher than normal medical claims during 2010 limited my 

payback to “only” 27.5%.  This was due to a septum operation (that is in the nose for the biology 
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challenged ☺).  Note that my medical claims during 2007-2009 were R0.  Remember that only 

hospitalisation is taken into account and not day-t o-day expenses .  Also note how dramatically my 

payback %’s were influenced by the change in my Vitality status.  Once you attain Silver status you will 

always receive paybacks, irrespective of your claims. 

 

 

Gym Membership 

Initially when I joined I had to pay a once off fee of around R640, if I remember correctly.  I currently pay 

R80 per month for membership to a Virgin Active Gym.  Normal rates would be R519 per person per 

month, thus an annual saving of R11 946 for me and my wife!!  

 

There are further savings and discounts available that I haven’t even started using, or can at this moment 

not think of.  One important discount that I haven’t mentioned is the 30% discount on Emirates 

international flight tickets.  Even for 2 people this discount amounts to several thousand Rand. 

 

So let’s add up what my net expenditure was on my medical aid and life cover: 

Medical Aid premiums = R24 588 

Life Insurance   = R11 080 

Total Cost   = R35 668 (R2 972.33 pm) 

Minus 
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Cash back & MSB  = R 8 111 

Discovery Miles  = R 1 864 

Ster Kinekor   = R    250 

Travel Benefits  = R    805 

Money Back on Life Premiums= R 5 131 

Gym Membership  = R11 496 

Total Money back  = R27 656 

 

Net Cost of Medical Aid & Life Cover = R8 012 (R667 .67 pm) 

 

I therefore get almost 78% of my premiums back thro ugh various discounts and paybacks.  

  

When you see a practical example, like the one above, it will hopefully serve as enough motivation to 

actually start utilising the benefits of Vitality, or if you are not yet a member, spark your interest to find out 

about how Vitality can benefit you.  If you require any additional info, you can contact myself or my 

colleague, Samuel Rossouw at (samuel@proverte.co.za).  Some of the other insurers also have loyalty 

programs.  For instance Momentum has Multiply that competes well with Vitality with regards to benefits.  

Therefore, don’t just start chopping and changing your existing cover.  Make sure if Discovery and 

Vitality are sensible in your specific situation be fore you make any changes and take the trouble 

to look at your current insurer’s loyalty program ( if they have one) before making any changes .  

Loyalty programs are definitely not for everyone and remember they do not come for free.  If you don’t 

utilise them they actually end up costing you MORE money instead of saving you any.   

 

Discovery recently launched what seems to be a very innovative short-term insurance product that also 

hooks onto a loyalty program (aka Vitality Drive ).  I am still in the sceptic phase with regards to this 

product and still have to put it to the test myself before I can tell you anything about it.  Look out for a 

piece on this in a future edition of 2Cents.  If in the interim you want to know more about this product, 

speak to your short-term broker about it or contact us for a referral.  
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3. Contributions to Retirement Annuities 

Although a bit late, there are still a couple of days left to make additional contributions to retirement 

annuities for this tax year.  Especially farmers and self-employed people who expect a nasty tax surprise 

at the end of this financial year might consider making a lump sum contribution towards a Retirement 

Annuity and, in so doing, reduce their taxable income for the year.  Certain maximums apply of which the 

most important is 15% of non-pensionable income for the year.  Urgently speak to your financial advisor 

or one of us if you still want to make use of this opportunity to reduce your taxable income for the year.   

 

The End 

 

“Before you embark on a journey of revenge, dig two graves” – Confucius (551BC – 479BC) 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

 

 


