Advanced Advisor Solutions

IMiNinsty  Externalising funds for
offshore investment

A guide for financial advisors

South Africa’s exchange control framework provides individuals,
companies and trusts with different routes to offshore
diversification. The appropriate choice depends on the investor’s
entity type, investment size, tax position and estate-planning
objectives. This guide examines the externalisation options for each
entity type, covers the rand-based alternatives available when direct
externalisation is not preferred or not available, and explains how
capital gains tax (CGT) is calculated across all options.

ool Direct externalisation

1. Individuals

South African (SA) tax resident individuals aged 18 and above have
two annual exchange control allowances available that may be used
for investment purposes. The allowances reset on 1 January each
calendar year. In addition, individuals can apply for further uncapped
additional allowances provided certain conditions are met.

Allowance Annual limit SARS/SARB approval required?
Single Discretionary R2 million No - no SARS AIT PIN or SARB
Allowance (SDA) approval required

Foreign Capital R10 million Yes — SARS AIT PIN (Tax Compliance
Allowance (FCA) Status) required but no SARB

approval required

Special Allowance:  No fixed limit ~ SARS Letter of Compliance and SARB
Additional amounts FinSurv special approval required
above the annual

R12 million
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Subscriptions in foreign currency, online foreign currency purchases and in-
person purchases while travelling all draw from the same SDA allowance and
individuals must track their usage of this allowance across different banks.

The Approval for International Transfer (AIT) from SARS which is required
for the FCA and for the Special Allowance is valid for a 12-month period.
The application can be made via e-filing, and the following information/

documentation is required:

— Relevant material that demonstrates the source of the capital to be
invested, for example, a bank statement reflecting the available cash as
well as supporting documents showing where the cash originates from.
Further guidelines regarding the specific documents depending on the
source of the capital are available on the SARS website.

— A statement of assets and liabilities for the previous three tax years
(this should include disclosure of all investments, loan accounts and
distributions from local and foreign companies, trusts, etc.).

— An applicable Power of Attorney where the application is submitted by
a person other than the taxpayer.

As noted in the table on page 1, a Special Application for an amount in

excess of the annual allowances also requires a SARB FinSurv approval.

This application must be submitted only once the AIT approval has been
received. The SARB FinSurv approval will include a condition that the taxpayer
must annually submit a report via the authorised dealer reflecting how the
externalised funds are invested. Previously, the approval stipulated that the
externalised funds may not be used to make loans to foreign trusts, but this
condition has been relaxed in recent years.

Depending on the type of investments made, foreign probate and inheritances
taxes may be applicable.

The Ninety One products available for investment once the funds are
externalised are the Ninety One Global Life Portfolio, the Ninety One
International Investment Portfolio or the Ninety One Global Investment Portfolio.

Depending on the type of
investments made, foreign
probate and inheritances
taxes may be applicable.


https://ninetyone.com/en/south-africa/investment-platform/our-product-solutions/offshore-investing/global-life-portfolio
https://ninetyone.com/en/south-africa/investment-platform/our-product-solutions/offshore-investing/international-investment-portfolio
https://ninetyone.com/en/south-africa/investment-platform/our-product-solutions/offshore-investing/international-investment-portfolio
https://ninetyone.com/en/south-africa/investment-platform/our-product-solutions/offshore-investing/global-investment-portfolio
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2. Companies - foreign direct investment
and foreign portfolio investments

SA resident companies may make outward foreign direct investments (FDI)
of up to R1billion per company per calendar year through an authorised
dealer. Where the application is over R1 billion, the authorised dealer must
obtain SARB FinSurv approval. Certain specific conditions are applicable to
FDI applications, and these are not available for passive investment purposes
but rather to obtain shareholding (in excess of 10%) in a target foreign entity.

Companies can also apply for foreign portfolio investments where less than
10% shareholding will be obtained.

Specific advice should be obtained when an FDI or foreign portfolio
investment is being considered.

Scenario SARB requirement

FDI - up to R1billion p.a. Authorised dealer only; no prior FinSurv approval required
FDI - above R1billion p.a. Application to SARB FinSurv via authorised dealer
Foreign portfolio investment (< 10% SARB approval required regardless of amount

shareholding/voting rights in target)

Ongoing: any approved structure Annual progress report to FinSurv

3. Trusts — distributions from an SA trust

to a foreign trust

SA resident trusts have no separate foreign investment allowance. A recent
dispensation allows SA trusts to make distributions directly to a foreign trust,
subject to SARS and SARB approvals that are provided on a case-by-case basis.

To be clear, the investor will therefore be the foreign trust and not the SA trust.
There is no specified limit to the amount that may be approved provided all the
conditions are met.

Conditions

The foreign trust must be named as a beneficiary in the SA trust deed
(by name or as part of a class of beneficiaries). If this provision is not
present, consideration can be given to amending the trust deed in line
with the amendment provisions contained in the trust deed.

The SA trust and related SA entities and individuals must be tax compliant.

All SA tax liabilities relating to the distribution must be considered to
determine the amount available for transfer.

The SA trust must remain solvent after the distribution has been effected.



Externalising funds for offshore investment

The two-stage approval process:

Stage Body What happens

1 SARS Application for a Manual Letter of Compliance. Audit
of the trust deed, source of funds and tax compliance

2 SARBFinSurv (via  Review of funding of foreign trust, trust deeds and
authorised dealer)  tax compliance

It is strongly recommended that a tax opinion is obtained prior to applying
for approval of the trust-to-trust distribution to address any potential tax
implications arising from it.

Once funds are received by the trustees of the foreign trust, the trust may invest in
any of the following products: the Ninety One Global Life Portfolio, the Ninety One
International Investment Portfolio or the Ninety One Global Investment Portfolio,
with the Ninety One International Investment Portfolio generally being the most
suitable option.

Alternatives to direct
externalisation; feeder funds and
asset swaps

Where direct externalisation is not possible or preferred, or the annual
allowances have been exhausted, all entity types can obtain offshore market
exposure through rand-denominated feeder funds and through asset swaps.
No SARS or SARB approvals are needed by the investor.

1. How they work

A feeder fund is an SA-registered collective investment scheme that invests
into a direct offshore fund. The fund manager converts the rand investment
into foreign currency using the manager’s own SARB-approved asset swap
capacity. The investor makes no foreign exchange transfer. SARB caps
financial institutions’ offshore allocation at 45% of total retail assets under
management. When capacity is fully used, access to certain funds may be
temporarily unavailable.

An asset swap is the same mechanism accessed directly through a
stockbroker or investment platform, typically for larger amounts (different
limits may apply). The mechanism involves an agreement between the investor
and a financial institution with asset swap capacity, whereby the institution
holds an offshore asset on behalf of the investor. Although the underlying
assets are in an offshore jurisdiction, the investment is rand-denominated.

On redemption, proceeds are received in rand (after conversion where needed).


https://ninetyone.com/en/south-africa/investment-platform/our-product-solutions/offshore-investing/global-life-portfolio
https://ninetyone.com/en/south-africa/investment-platform/our-product-solutions/offshore-investing/international-investment-portfolio
https://ninetyone.com/en/south-africa/investment-platform/our-product-solutions/offshore-investing/international-investment-portfolio
https://ninetyone.com/en/south-africa/investment-platform/our-product-solutions/offshore-investing/global-investment-portfolio
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2. Entity-specific considerations

Individuals

Feeder funds typically have lower minimum investment amounts compared

to applying for an asset swap. Rand depreciation affects the CGT calculation
of individuals invested in feeder funds. However, rand depreciation does not
affect the CGT calculation when invested via asset swap (or directly offshore)
as the CGT is calculated on the gainin the fund’s hard currency, converted to
rand at disposal.

lllustrative example: Direct offshore investment (or via asset swap) of

USD 100 000 when USD/ZAR =R18. Fund grows to USD 140 00O over eight
years when USD/ZAR = R22. Taxable gain = USD 40 000 x R22 = R880 000.
The R400 000 rand depreciation uplift from R18 to R22 on the USD 100 000
amount is not taxed. If the client invested in a feeder fund, the gain would be
calculated as R3.08 million (USD 140 000 x R22) - R1.8 million (USD 100 000 x
R18) = R1.28 million.

Companies

Feeder funds and asset swaps are often the most efficient route for offshore
exposure, particularly for smaller amounts or where the FDI allowance
reqguirements are not met.

Companies calculating CGT on offshore assets must convert the base

cost and proceeds using the exchange rates at acquisition and disposal
respectively. Rand depreciation is therefore included in the capital gain, and
this applies for feeder funds, asset swaps and direct offshore investing.

Trusts

Where a trust-to-trust option is not viable, feeder funds and asset swaps are
the preferred options for offshore portfolio exposure.

Rand depreciation affects the CGT calculation of trusts invested in feeder
funds. The base cost and proceeds are both in rands and the entire rand
gain - including the currency depreciation component - forms part of the
taxable capital gain. Rand depreciation does not affect the CGT calculation
when invested via asset swap or directly offshore (the same principles apply
as for individuals).

Holding feeder fund investments inside a life policy wrapper (such as the
Ninety One Life Portfolio) reduces the effective CGT rate to 12% within the
policy, compared to 36% (or 18% if distributed) where a trust invests directly
in feeder funds or via an asset swap.



https://ninetyone.com/en/south-africa/investment-platform/our-product-solutions/tax-efficient-investments
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In conclusion

Understanding the externalisation options available
to your client and their tax implications is a vital first
step in putting together the road map to achieve
the foreign exposure targets for your clients.




Important information

All information and opinions provided are of a general nature and are not intended to address the circumstances of any particular individual or
entity. We are not acting and do not purport to act in any way as an advisor or in a fiduciary capacity. No one should act upon such information

or opinion without appropriate professional advice after a thorough examination of a particular situation. We endeavour to provide accurate and
timely information, but we make no representation or warranty, express or implied, with respect to the correctness, accuracy or completeness of
the information and opinions. We do not undertake to update, modify or amend the information on a frequent basis or to advise any person if such
information subsequently becomes inaccurate.

Certain Ninety One funds are offered as long-term insurance policies issued by Ninety One Assurance Limited, a registered insurer in terms of the
Insurance Act. A prospectus is available in respect of the underlying investment fund on request from Ninety One Assurance Limited. Additional
information, including a schedule of fees and charges, may be obtained, free of charge, at www.ninetyone.com.

Ninety One Fund Managers SA (RF) Pty Ltd, “the Management Company”, is registered as a management company under the Collective
Investment Schemes (CIS) Control Act 45 of 2002. The Management Company has outsourced its portfolio management to Ninety One SA
(Pty) Ltd (the Manager), a member of the Association for Savings and Investment South Africa (ASISA). CIS are generally medium to long-term
investments, the value of which may go down as well as up. Past performance is not necessarily a guide to future performance. The Management
Company does not provide any guarantee either with respect to the capital or the return of a portfolio. CIS are traded at ruling prices and can
engage in borrowing and scrip lending. A schedule of fees and charges may be requested from the Management Company. Where performance
fees are charged, these are applied daily and quoted net of fees with income reinvested. Though portfolio performance is shown, individual
performance may differ depending on factors such as initial fees, date of actual investment and reinvestment of earnings and withholding tax
where applicable. Fluctuations or movements in exchange rates may cause the value of the underlying international investments to go up or
down. Where the fund may invest in foreign securities, it can be exposed to specific material risks, such as potential constraints on liquidity and
the repatriation of funds, macroeconomic risks, political, foreign exchange, tax and settlement risks, and potential limitations on the availability
of market information. The Management Company may close the fund to new investors or stop additional investments by existing investors, to
ensure the fund remains in line with its investment mandate or objectives. If there are too many withdrawals from the fund, it could impact its
liquidity. In such cases, withdrawal instructions may be processed differently to safeguard the fund. A feeder fund is a portfolio that invests in

a single portfolio of a CIS, which levies its own charges, and which could result in a higher fee structure for the feeder fund.

Except as otherwise authorised, this information may not be shown, copied, transmitted, or given to any third party without Ninety One’s

prior written consent. Ninety One Investment Platform (Pty) Ltd and Ninety One SA (Pty) Ltd are authorised financial services providers.

Ninety One Guernsey Limited and Ninety One Assurance Ltd, Guernsey Branch, are regulated by the Guernsey Financial Services Commission.
© 2026 Ninety One. All rights reserved. Issued by Ninety One, July 2026.

Contact information

36 Hans Strijdom Avenue
Foreshore, Cape Town 8001
Telephone: +27 (0)21 9011000

Client service

Client service support: 0860 500 100
International clients: +27 (0)11 508 3801
Email: clientservice@ninetyone.com

Financial advisors
Advisor service centre: 0860 444 487
Email: advisor.service@ninetyone.com

Alternatively, please contact your Ninety One investment consultant.
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