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PROPERTY IS A GREAT STORE OF VALUE 
 
Investors often have a soft spot for property. While for some, the 

appeal is as simple as the preference for the real (physical nature) 

of property, many others simply love property for the good 

returns it produces over time. 

Property is not only loved as a good long term store of value, but 

also because it is easy to sensibly use gearing/debt to boost long 

term returns. We see these two traits as two sides of the same 

(time value of money) coin, with property providing a natural long 

term inflation hedge (e.g. in rising rentals or building costs), while 

time greatly reduces the future value of current debt. 

While property is a unique asset class, we believe that one still 

should treat property (evaluate it) in the same way as any other 

asset class, especially when dealing with financial property assets 

(e.g. property funds, listed property (REITs) etc.), as these assets 

often behave more like other asset classes (e.g. equities) than 

physical property.  This is well reflected in the near perfect 

correlation between the JSE All Share and the JSE listed property 

index  

While broadly in favour of property as an asset class therefore (it 

is the only asset class other than equity that can realistically beat 

inflation over time), we have a number of concerns about the 

current state of the listed property market. 

LISTED PROPERTY AS AN ASSET CLASS 
 
Most listed property companies, known as REIT’s (real estate 

investment trusts) own a portfolio of properties (mainly directly). 

These properties collect rent and tenant contributions (e.g. 

utilities and shared expenses), pay the expenses associated with 

owning the property (e.g., rates and taxes, maintenance costs, 

interest etc.) and then pay the residue out to investors (share/unit 

holders). 

LOW RELATIVE INCOME YIELDS 
 
Our first, and biggest concern lies in the how far the yields on 

REITs have fallen below those of government bonds with the 

historic yield on JSE listed property currently at just over 6% 

versus the yield in 10 year SA government bonds at just under 8%.  

We believe that listed property should (as in the past) offer better 

(or at least similar yields) to medium dated government bonds to 

effectively compensate investors for the higher risk. 

 
 
Year 

Yield  
(@ 8% 
growth) 

Yield  
(@ 6% 
growth) 

SA 10 
year 
bond  

Current 6.1% 6.1% 7.95% 
1 year fwd 6.6% 6.5% 7.95% 
2 years fwd 7.1% 6.9% 7.95% 
3 years fwd 7.7% 7.4% 7.95% 
4 years fwd 8.3% 7.9% 7.95% 
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LOW DISTRIBUTION (YIELD) GROWTH RATES 
 
We also, frankly don’t see the argument of distribution growth 

justifying these currently low yields, as the historic average yield 

of the bigger yield paying JSE listed property constituents of 

6.1% will take almost 4 years to get to the current long bond of 

roughly 8% (see table opposite). 

The graph opposite (% growth in distributions of SA property) 

also shows how the bigger yield paying listed property stocks 

have, on average, produced a very modest 1% real distribution 

growth between 2009 and 2014.  

 
A MORE DIFFICULT TRADING ENVIRONMENT  
 
We are also concerned about the operating environment over 

the next few years. 

Challenges include the obvious such as rapidly rising 

administered prices and interest rates rising and the less 

obvious such as e-commerce, telecommuting and the likely 

impact of the normalisation of monetary on riskier assets (as 

yields rise). 

Eskom alone poses a significant risk from a variety of 

perspectives, including: 

1. The high cost of electricity (non-recoverable electricity 

costs).  

2. The impact of massive increases in electricity on actual 

property costs (electricity is becoming a meaningful portion 

of property costs) and potentially affecting the rentals, and 

3. Many landlords have to invest in expensive generators.  

SUMMARY 
 
We believe that the listed property market is vulnerable to a 

nomarlisation of interest rates and yields, especially on the 

combination of higher long bond yields and the narrowing of 

the yield discount on listed property. As an example, a 1% move 

in bond yields and listed property yields moving to those of long 

bonds could result in the required yields on property moving as 

much as 3%, a massive move off assets currently yielding just 

over 6%. 

Caution is therefore advised on traditional yield play listed 

property. Better value is to be found in global property, where 

real (inflation adjusted) returns look much more sensible. 
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Distribution Vs. Inflation 

Growthpoint Redfine Hyprop

Vukile Emira Ave inflation

 Ave distribution growth 

 2009-2014 2015 to 2017 

Growthpoint 7.0% 8.0% 

Redfine 6.0% 7.7% 

Hyprop 9.1% 9.1% 

Vukile 5.3% 8.6% 

Emira 5.1% 8.5% 

 

And on a lighter note... 

I told my mother-in-law that my 

house was her house, and she said, 

'Get the hell off my property.' 

Joan Rivers 

http://www.kornerperspective.co.za/
http://www.brainyquote.com/quotes/quotes/j/joanrivers163112.html?src=t_property
http://www.brainyquote.com/quotes/quotes/j/joanrivers163112.html?src=t_property
http://www.brainyquote.com/quotes/quotes/j/joanrivers163112.html?src=t_property
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While Korner Perspective never take a contrarian view simply for 
the for the sake of it, we are comfortable taking a different view 
to the rest of the market when we feel this is justified.  
 
An example of this was our fairly bearish outlook for 
commodities over the past few years (on supply side pressure).  
 
CURRENT STATE OF THE MARKET 
 
The last year saw some very dramatic moves in commodity 
prices, with iron ore for example losing over 50% and Brent 
crude down 49%. While some other commodities were not hit 
quite as hard, e.g. Copper only down 9%, the sell off was broad 
based and significant, with platinum and coal down over 20%. 
 
These corrections were (as we expected) essentially the result of 
changing supply and demand conditions, with demand relatively 
static, but massive supply growth, especially in iron ore (the 
hardest hit). The commodity market (on the surface at least) look 
poised for more pain, given: 
1. Slower Chinese growth. Double digit Chinese GDP growth 

rates are a thing of the past as China is set to growth at 7% 
in 2015. 

2. China’s move to a more consumption driven economy (i.e. 
less infrastructure spending). 

3. Slower global demand, courtesy of slower growth. 
4. Rising supply as some mega, low cost projects come online, 

and existing higher cost producers continue to produce. 
 
RESOURCE SHARES HIT BY COMMODITY PRICES 
 
These dramatic moves in commodity prices have generally put 
downward pressure on the prices of resource companies. In last 
6 months alone we have seen the JSE Resources index shed 
20,7%. This underperformance is even worse when compared to 
the strong performance from other sectors (industrials +14%, 
financials +22%, mid-caps +16%, and property +23%).  
 
Single commodity stocks were particularly hard hit, with Kumba 
down 41%, Impala Platinum 31% lower and Lonmin down 34%. 
 
It is for this very reason that we have run very low resource 
exposure for many years, and (as previously discussed) this very 
underweight resources exposure has worked well for our clients 
over time. 
 
SUPPLY/DEMAND CHANGES 
 
While the recent trend and current conditions may cause one to 
be seriously concerned about the near term outlook for 
commodity prices, we feel it vital to remember that the most 
basic economic concept, namely supply and demand is not static, 
and that these create knock on effects which in turn change the 
dynamics.  
 

It is however weak commodity prices, that ultimately puts 
strain on commodity producers, especially some of the 
smaller (higher cost) players. Not only does it become 
difficult to keep pushing production costs down (due to their 
smaller scale production) but this leads to an impact on 
profitability and sustainability comes into question.  
 
Commodity prices that remain under pressure for a 
sustained period of time will eventually cause the 
smaller/higher cost producers to moth ball or permanently 
close loss making operations, which in turn takes supply out 
of the market, ultimately pushing prices higher. We think the 
supply/demand dynamics highlighted is especially applicable 
(currently) to both the iron ore and oil market, but is not 
limited to these commodities. 
 
 
 
 

Source: caglecartoons.com 
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OUR ASSESSMENT GOING FORWARD 
 
We are now (somewhat ironically) taking almost the opposite 
view on commodity prices to what we took say 3 years back. We 
now feel that just as a 10% increase in supply (of say iron ore) 
triggered a 50% decline in prices, that a 5% reduction in supply 
(e.g. on the elimination of higher cost capacity) may result in a 
fairly significant improvement in these prices over the next couple 
of years. This argument is reinforced by our assessment of the 
significant increase in the costs of mining (worldwide) over the 
last few years. 
 
At worst, we feel that prices are likely to stabilise in the near term, 
as the supply/demand fundamentals stabilise.  
 
We expect to maintain an underweight position in resources, and 
continue to favour well-run diversified miners, with low 
production costs and strong balance sheets. 
 
As always we must add that the price we pay is of vital importance 
especially due to the delicate balance in resources. The big drop in 
the share prices of commodity producers has opened up an ideal 
opportunity for us to increase our exposure to selected companies 
(e.g. Sasol, Anglos, Royal Dutch Shell, and BHP Billiton). 
 

ANGLO AMERICAN CASE 
 
In our June 2013 newsletter we wrote expressed concerns on the 
prospects for Anglos, on a variety of issues, ranging from project 
overruns to labour, to Amplats. 
 
Looking back, our concerns appear well founded (e.g. poor results 
both for the FY 2013 and FY 2014 years), and as such Anglos have 
endured a tough time (they lost +-20% between May 2013 and 
now). 
 
While we are not for one second saying that Anglos has suddenly 
become  a royal blue chip or has tremendous near term prospects, 
we believe however that Anglo has emerged as a better run and 
better positioned business than what it was 2 years ago.  
 
MANAGEMENT AND POSITIVE CHANGES 
 
While many questioned his appointment, when first appointed, 
we feel that Mark Cutifani is the right person for the job, given: 
1. An intense focus on projects, especially bringing projects 

online. Minas-Rio has done their first shipment, and the ramp 
up will see Anglos quickly moved down the cost curve. 

2. A critical review of the portfolio, with non-core/ loss making 
assets either be sold off (e.g., Tarmac business) or closed. 

3. Critically looking at the operations and ways to move down 
the cost curve. 

4. A real focus on getting their 16 core assets more efficient and 
profitable. 

KEY DRIVERS TO UNLOCK VALUE 
 
We believe that the next two financial years will be very 
important for Anglos. Depressed commodity prices will 
focus management on operational efficiency (i.e. making 
the operations as effective and profitable as possible). The 
biggest value drivers in the short term will in our estimation 
be diamonds (on the back of higher demand and prices) and 
platinum assets (coming off a low base due to strike action 
and lower platinum prices). Iron ore will be boosted by 
Minas Rio (volume and lower costs). 
 
SUMMARY 
 
Resource producers have been hit hard by commodity 
prices and cost pressures. We believe that this tough 
environment creates an opportunity to gain some exposure 
at the correct prices.  
 
Our investment case is not an overtly bullish one, but one 
that will see a general recovery driven by a few factors such 
as diamonds, platinum and Minas Rio. We feel that 
investors have some protection in corporate action, i.e. 
failure by management to deliver will make Anglo a viable 
takeover target in the next few years. 
 
We still feel that an underweight resources position is 
fitting, but will look to increase our holding slightly (in Sasol, 
BHP Billiton (recently) and Anglos) at prices where we see 
value. 

Company Price Cur. PE Fwd. PE 
FWD Divi 

Yield 

Anglo 
American 

R 
183,75 14,1 11 5,5% 
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INTRODUCTION 
 
Q1 2015, has had a ‘more of the same’ feel to it with headlines such 

as loose monetary policy persists, stimulus from Central Banks (ECB 

and Japan) continue, and the US Fed not increasing interest rates (as 

they extend the lists of filters before increases will happen) still 

dominating in the market. With many markets still in record territory 

the adrenaline effect of the aforementioned being the key focus, 

below are a few issues we felt deserved more airtime than they got. 

DEFLATIONARY FEARS  

Deflation has become the new word on the every European’s lips, as 

we saw inflation rates drop (with inflation dropping to -0.01% in 

December 2014). Even though the thought of falling prices sound 

great to consumers, the actual effect to the economy is very 

damaging and when in entrenched could take years to reverse 

(simply look at Japan). Deflation risk alerted the ECB and the central 

banks, as the fragile economic block could not afford another shock 

to GDP and unemployment as most of the Euro Zone have been in a 

constant battle to get back to aggregate pre-crisis GDP and 

employment levels. 

The risk of deflation (compounded by the massive drop in oil prices) 

played a big role in the ECB decision to adopt their version of QE (on 

a grand scale) to not only fight deflation, but also to hopefully create 

sustained GDP growth.  

EXCHANGE RATES 

Currencies were probably the big story in Q1 2015, with strong 

moves by the US Dollar and Swiss Franc, albeit for very different 

reasons. 

The Swiss National Bank’s decision in January 2015 to depeg the 

Swiss Franc from the Euro, pre-emptive to the start of the ECB’s 

decision to start QE, saw the Franc strengthen by around 30% to the 

Euro. The decision had a knock on effect on Swiss companies (Nestle, 

Roche, Novartis, and Richemont etc.) who rely heavily on exports. A 

stronger Swiss Franc hurts exports which will have an impact on GDP 

growth and employment. 

The US Dollar was also strong in the quarter courtesy of its ‘safe 

haven status’ and potentially higher rates later in 2015. This will also 

have a big effect on corporate earnings. Softer oil prices, lower 

exports, and a stronger dollar also places downwards pressure on 

inflation (not as big a risk of deflation as Europe), but will have an 

effect on the decision to normalise monetary policy. 

 

 

 

 

THE BULL IN THE CHINA SHOP 

The CSI300 (Chinese Market) has seen an incredible run 

since November 2014, but most notably so in the last 

month (1 Nov 2014 to 16 April 2015 up 80%). The Chinese 

authorities have (in a historic move) relaxed market 

participation, by giving foreigners greater freedom to 

purchase shares on the Shanghai bourse, and easing (for 

Chinese) capital restrictions generally opening the financial 

system. 

This news in our view is a positive move as the ‘Great Wall 

of China’ slowly gets broken down, which will not only 

encourage visibility and transparency, but also open up 

greater access to well-run Chinese companies.  

We also see the easing of restrictions as another clear sign 

of the loosening of policy and capital flow reform. 

 

 

 

 

Source: hedgeye.com 
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KÖRNER PERSPECTIVE 
Q1 2015 
LOCAL MAKET PERFORMANCE 

ASSET MARKETS 
 
EQUITIES 
Our local market remains at near record levels, but has been 
characterised by greater volatility, with a few of our bigger 
shares (in Naspers, SAB, Bats etc.) becoming very volatile in the 
quarter. While stronger, we sense that the broader market is 
running out of steam, and sense that this market indecision will 
persist, especially as the market dislocated from the economic 
fundamentals. 
 
The market was boosted by a good performance by financials 
(+10.4%) and industrials (+5.3%), but resources battled as 
commodity prices remained under pressure. Resources lost 2.2%, 
but with quite mixed performances by individual stocks. 
 
The ALSI gain of 4.8% could at best be described disappointing 
given the fact that the Rand weakened by 4.8% against the dollar 
(which generally boosts our market’s performance). 
 
The quarter (Q1 2015) saw incredible performances from Capitec 
(+54%), EOH (47%), Liberty (+37%) and Foschini (+35%). On the 
other end of the scale were companies like Murray and Roberts 
(-36%), Kumba (-35%), PPC (-34%), Impala Platinum (-22%) and 
Tiger Brands (-17%). 
 
Overall, we were very happy with the performance of the shares 
held in model portfolios. Stand out performance for model 
holdings include Steinhoff (+28%), Discovery (+15%), Distel 
(+13%), Zeder (+11%) and Standard Bank (17%). 
 
In general we feel that the market is fairly overvalued, and plan 
to lock in gains (progressively crystallise NAV) by selling some of 
the overweight shares that we feel are looking fairly tired (this 
includes the likes of BAT and SAB). 
 
BONDS AND PROPERTY 
Listed property had a very good quarter with a capital growth of 
11.8%, as investors go in search for yields. Property was the best 
performing asset class in the quarter. We still however maintain 
that property is currently overvalued (see earlier piece) and 
would keep our exposure to a minimum.  
 
The rating agencies have been fairly quiet even though South 
Africa (sovereign rating) remains under their magnifying glass. 
Bonds were volatile this quarter, with yields (on the 10 year 
benchmark) oscillating a fair amount. Net though, bonds (as we 
expected) weakened as the yield on the 10 year benchmark rose 
from 6.77% to 7.81%.  
 
As Interest rates start increasing we would caution against bonds 
exposure, especially because capital values would be at risk. 

Index % Change 

ALL SHARE 4,84% 

TOP 40 4,66% 

RESOURCE 10 -2,19% 

FINANCIALS 10,38% 

INDUSTRIAL 25 5,26% 

SMALL CAP 2,37% 

MID CAP 6,53% 

SA LISTED PROPERTY 11,75% 
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COMMODITIES 
As was mentioned in the review on the resources sector, 
commodities saw big losses in the last 6 months and Q1 
was no exception. Most notable was Iron Ore (down 28%), 
but also on platinum (-6.5%), copper (-5%), and oil (-3%). 
 
We are starting to see a floor on a few of the above named 
resources, especially in a heavily oversold market. 
 
. 

http://www.kornerperspective.co.za/
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Oil has been in the headlines of late, with the world watching as 
the price per barrel plummeted from $115 to below $50 (started 
by OPEC decision to maintain production).  

With much focus on the supply/demand dynamics dominating the 
industry’s future, it is imperative for us to make sure that we gain 
‘energy’ exposure through a well-run company, with a diversified 
assets and business model. Royal Dutch Shell (RDS) is our 
preferred global oil and gas play. 
 

INTRODUCTION TO ROYAL DUTCH SHELL (RDS) 

RDS is one of the world’s largest oil and (natural) gas companies 
with operations split between upstream (the exploration, 
extraction, liquefaction and transportation of oil and gas), and 
downstream (the manufacturing, distribution and marketing of oil 
products (spin offs) and chemicals) activities. Upstream 
operations generate the bulk of RDS’ earnings (83%), whilst 
downstream operations generate a smaller 17% of earnings. 

We have always felt that our exposure to oil assets should be in 
businesses that hold a blend of energy assets (oil, gas, fracking 
etc.), but also have reasonable downstream operations, as the 
diversification offers some downside protection. 

RDS fit this mould perfectly, given: 

1. Their diversified portfolio. The broader portfolio gives 
management more levers to pull to drive earnings.  

2. Strong management that have a good grip on operations, and 
access to strong balance sheet. RDS is well capitalised, with 
manageable debt levels. 

3. Their excellent portfolio of assets and strong and efficient 
exploration capabilities. 

4. Geographical diversification. This not only limits regulatory 
risk, but ensures less geopolitical risk. 

5. Their exposure to natural gas, and efficient Gas-to-Liquid 
(GTL) operations. 

6. Their ability to successfully bring projects online and have the 
ability to offload non-contributing project, and 

7. Very strong cash generation, and pays a good dividend (+6%) 
to shareholders. 

 

RECENT DEVELOPMENTS  
 
Even though we have seen a massive drop in the oil price, which 
will affect RDS and all other oil producers, we feel that RDS is 
quite well placed to benefit from a rising oil price as: 

1. Management have pre-emptively sold of assets that are 
in a phase of decline, which not only realised good cash 
but ensured better future margins. 

2. Management have been able to cut costs further, which 
not only pushes down cost of production, but makes 
the business leaner. 

3. They withdrew from possible shale operations in South 
Africa (which generally have higher production costs), 
and 

4. The acquisition of a block of BG Group (for $70 Billion) 
will be earnings accretive, especially as prices rise. 

 
SUMMARY 
 
Royal Dutch Shell is a well-run business, with a great blend 
of assets, and a key focus on producing good returns for 
shareholders. 
 
Whilst we understand the energy markets are in a difficult 
space, we feel that this has forced RDS to face their demons 
and restructure the business to benefit in a lower oil price 
environment. The focus on natural gas will be beneficial, 
especially as the world faces environmental problems. 
 
The generous dividend yield (+6%) and a value creating 
buyback program, make the current price seem attractive at 
current levels. 

Company Price 
Cur. 
PE 

Fwd. 
PE 

FWD Divi 
Yield 

Royal Dutch Shell 
(B) 

£21,44 13,4 15,5 6,3% 
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WE THINK WE SEE THE WOOD FOR THE TREES 

Established in 1916 and listed in 1946, York Timbers have 

massive commercial forests (almost exclusively Pine), 

significant sawmills and a wholesale distribution, making them 

one of the largest vertically integrated forestry company’s in 

Southern Africa. 

SOUTH AFRICAN FORESTS 

York’s 60 470 hectares of commercial forests represents 

roughly 5% of South Africa’s total commercial forests, but 

probably over 20% of South Africa’s pine (i.e. timber) 

plantations. The primary use of timber is in the construction 

industry (e.g. in roof trusses).  

What we find quite intriguing about York (and the SA lumber 

industry) is how it has failed to capitalise on relatively static 

supply of timber in an economy that expanded (in aggregate 

GDP, population, mean income etc.) tremendously over the 

past 20 years. Aggregate commercial forests area in South 

Africa (roughly 1.27 million hectares in 2014) has remained 

largely unchanged in the past twenty years, in spite of a 

massive increase in economic activity, population etc. over this 

period. 

INVESTMENT CASE 

We see investment merit in York for two reasons, namely: 

Firstly, we believe that the fundamentals (operational outlook) 

will improve for plantation owners, sawmills and wholesalers. 

While our forecasts of improved profitability are partly based 

on the improving supply demand fundamentals (our view of 

growing deficits into the future), it includes our assessment that 

producers (growers, sawmills and distributors) will see 

improved margins in the future, given the current low returns 

on assets (in the early single digits) potentially eliminating 

competition. 

We see the strong, recently released interim results as a sign of 

the improving fundamentals. 

Our second investment hypothesis is based on the intrinsic 

value of the primarily the ‘biological assets’ (the trees).  The 

current share price (R 2.25 per share) represents roughly a third 

of the real underlying value (tangible net asset value) of York’s 

assets (around R 7 per share).   

 

 

 

 

We also believe that the net asset value will increase over 

time given: 

1. Tighter timber supply in the future (i.e. higher future 

prices for plantations), for example of less forests than 5 

years ago. 

2. Costs (e.g. electricity) pushing selling prices higher (as 

seen in York’s inflation experience). 

3. Trees realistically being harvested slightly earlier than 

reflected in their DCF models, and 

4. Better realised value for off-cuts and wasted biomass. 

While a deep discount NAV alone probably won’t trigger 

share price action, we see the discount to NAV providing an 

excellent margin of safety. 
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THERE ARE OBVIOUSLY RISKS 

There are obviously risks to the York story. These include: 

1. The obvious liquidity risk, being a small and tightly held 

company. 

2. A fragmented shareholder base may complicate capital 

raising. 

3. Biological asset risks (e.g. inadequate insurance, climate 

change etc.). 

4. Competitors selling at below ‘market’ prices in order to 

survive or because of poor accounting (i.e. not knowing 

realistic costs), and 

5. Supply demand favouring their customers, resulting in an 

inability to pass on inflation pressure. 

BUT WAIT THERE’S MORE.... 

While we don’t buy shares for their ‘blue sky’ potential, there 

are a number of other possible long term drivers of value on 

the medium to long term. These include: 

1. Better utilisation of the biomass. York Timbers are 

currently only really interested in the logs. This means that 

a significant percentage of the tree’s biomass (the trunk 

and branches) are left in the plantation and the sawmill 

off-cuts (chips) sold for a nominal value, with only 20% to 

25% of the tree ending up in timber form. This waste could 

be exploited by extracting cellulose (or derivative 

chemicals) or used in a commercial electricity generation 

plant. The vast amount of bio fuel generated as waste/ a 

by-product positions York very well to become a 

reasonable player in the generation of electricity. This 

value could far exceed the current ‘chip’ value. 

2. Carbon credits value. York could by its very nature become 

a meaningful player in carbon credits, when carbon taxes 

are introduced in the reasonably near future. 

3. An excellent take out target. York’s poor history, 

improving outlook and deep discount to NAV could make 

it an excellent takeover target. 

 SUMMARY 

While York Timber’s historic results hardly make for riveting 

reading, it is exactly this history, coupled with healthy discount 

to NAV that makes York such an interesting opportunity. 

 

We believe that York’s prospects are about to change, and that 

this will be reflected in solid EPS over the coming years. This is 

partly based on our assessment of their positioning in an 

improving industry and partly a reflection of our confidence in 

management. 

The management of and investors in York really do need a long 

term mindset, with the typical growing period of a pine tree at 

slightly over 20 years. 
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GET YOUR AFFAIRS IN ORDER 

While those diagnosed with a terminal illness will probably 

take the time to get their affairs in order, this would not be a 

priority for the average person, as we are all frankly too busy 

dealing with our busy lives and typically don’t think of our own 

mortality very often. 

Benjamin Franklin was however quite right when he said ‘in 

this world nothing can be said to be certain, except death and 

taxes’. 

So what does it mean to get your affairs in order?  

This is best answered by looking at it from the other angle, 

namely what happens when you pass away.  

Aside from the obvious emotional effect your death will have 

on your family and loved ones, legislation dictates that your 

estate be dealt with in strict accordance with the a number 

laws, not least of which is The Administration of Estates Act. 

This legislation sets out a very specific process that must be 

followed for the administration of your estate.  

A critical step in this process is when your executor will have to 

draw up a Liquidation and Distribution Account for submission 

to the Master of the High Court. This account simply sets out 

your assets and liabilities and indicates how your estate will be 

distributed to your heirs. 

While this might seem like (and can be) a simple process, it can 

actually be very difficult, time consuming and emotionally 

draining if your loved ones and/ or executor don’t know where 

to find the documents related to your estate. 

Failure to have your information readily available will not only 

result in significant delays in finalising your estate, but can 

create a cash crisis for the family and even potentially cause 

assets to lose value over time. In the light of this it makes sense 

to have a single file with basic information and/or 

documentation regarding your estate to assist your Executor 

and your family with the administration process. 

At KP Fiduciary Solutions we provide our clients with a file 

(sometimes referred to as a death box) and a framework in 

order for them to collate all the necessary documentation 

and/or information their Executor will need to administer their 

estate in the most efficient manner possible.  

 

In short, the file is aimed at providing the Executor with all 

the information needed to complete the documents 

prescribed by the Master of the High Court, information 

about the heirs, the whereabouts of their will, information 

about their inter vivos trust (if any), details about you 

movable and immovable property (including bank accounts, 

investment accounts and any other rights your estate is 

entitled to) and details of the contact persons to administer 

their affairs. 

Apart from assisting the Executor with the administration 

process, this file also puts the Executor in a position to 

provide the family with an estimate assessment of the 

deceased’s affairs to put the family at ease in this difficult 

time. Furthermore, if the deceased had any life policies, the 

Executor would not have to do a broad search, but can only 

contact the relevant service provider and ensure that the 

pay-out is made as soon as possible (to provide the much 

needed liquidity for the family). Another positive of having 

this file is that the Executor will not have to bombard the 

family with requests for documentation and information 

during their grieving period.  

Even if we have the view that death will not creep up on us 

any time soon, all of us should consider getting our affairs in 

order to simplify the lives of our loved ones after our deaths. 

Please contact Ilandi on (011) 706-3970 or 

Ilandi@kpfiduciary.co.za for your complimentary file and 

checklist. 
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