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Is it time to revisit your retirement plan? Or are you changing jobs and have to move your savings out of 
your company’s pension fund? Can’t decide between a retirement annuity or perservation fund?  

A group of financial experts tackles all your retirement-related questions.
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RETIRE  
LIKE A BOSS   
A HOW-TO GUIDE



WHAT SHOULD YOU ASK  
YOUR FINANCIAL ADVISER?__________________________
What are your qualifications and  
experience? 
Investors must remember that anyone can call 
themselves a financial adviser. This is not to say an 
adviser with good qualifications and a great deal of 
experience will by default be a good adviser, but at 
least it’s a starting point. In South Africa, Chartered Financial 
Analyst (CFA) or Certified Financial Planner (CFP) are two 
highly respected qualifications. If you’re too shy to ask the 
adviser straight up about their qualifications or experience, 
you can Google them or look at their profile on LinkedIn. 

What services do you provide? 
Personal finance is a wide field and over the years financial 
advisers inevitably start specialising. You might have a 
specific need, so ensure your financial adviser can service 
that need, or at least have access to someone who would 
be able to. 

Are you tied to a specific product provider, or are you 
independent? 
“Tied” advisers often benefit from large financial 
institutions that back their advice. They have access 
to qualified leads, support systems and sometimes a 
guaranteed salary at the end of the month. The problem 
with “tied” advisers is that if they move to another 
financial institution their clients stay behind and they 
need to start a relationship with a new adviser from 
scratch. This is not the case with independent advisers.

How are you remunerated, and what are your fees? 
Some advisers charge a percentage for assets under 
management whereas others make money selling 
specific products to you. By asking this question, not 
only will you understand the costs to you but you’ll also 
know whether the adviser has an incentive to sell you a 
specific product.

Can you provide me with references? 
This way you can get an independent opinion about your 
potential new adviser. Ask the references questions like 
how regularly they meet and the adviser’s response time 
on queries or issues in the past. 

Could I see an example of a financial plan you have 
prepared? 
There is no set structure for financial plans. Some might 
be very long and detailed with charts and graphs while 
others could provide a snapshot plan within a few pages. 
The investor must decide which approach they feel more 
comfortable with. ■

Magnus de Wet is a director at Vista Wealth Management, a representative 
under supervision of Accredinet Financial Solutions.

WHAT ARE THE FOUR  
BIGGEST RETIREMENT  
SAVINGS MISTAKES YOU  
SHOULD AVOID?__________________________
Not starting to save early enough 
People often delay starting to save for retirement, 
because there is always something more important to 
do, and thinking that it’s so far in the future and they can 
start “next year”. Quite often next year then becomes 
the year after that and the year after that, and then you 
wake up one morning and you are 10 years away from 
retirement and you haven’t put away anything. The 
earlier you start, the less pressure there will be the closer 
you get to retirement. Never underestimate the power 
of compounding and what it can do for you. 

Not saving enough 
If people do save for retirement, quite often they don’t 
save enough. But now I hear you asking: “How much 
should I save?” The first answer to this question is: 
“As much as you can, and from as early as you can.” 
As a general rule of thumb, it’s recommended that 
you save at least 10% to 15% of your gross income 
for retirement. But that is just a general guideline, you 
need to have a goal, and a plan that is going to help 
you get there. Saving for retirement is the same as 
training for a marathon. You need to measure your 
progress and success on an ongoing basis to ensure 
you stay on track.

Withdrawing funds when you change jobs 
You save for retirement in order to provide you with an 
income during retirement. The days where people stay 
in one job their whole lives are gone. People change jobs 
more often, and when doing so they don’t preserve their 
retirement benefits, but instead withdraw the funds and 
take the cash. This has the same effect as starting to 
save for retirement too late and the result is severely 
compromised benefits at retirement.

Not using the correct retirement saving vehicles 
You’re allowed to contribute as much as 27.5% (capped 
at R350 000 per annum) of your gross remuneration or 
taxable income towards pension, provident or retirement 
annuity funds. With these saving vehicles you save pre-
tax and therefore get the benefit of compounded growth 
on a larger amount. Investors must also utilise their tax-
free saving account (TFSA), which currently has an 
annual limit of R30 000 with a lifetime contribution 
limit of R500 000. The returns or growth you earn on 
your TFSA are completely tax free. ■

Rupert Giessing is a director at Vista Wealth Management, a representative 
under supervision of Accredinet Financial Solutions.
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Women need to save more than men with the same planned 
retirement age and income requirement, because women 
are likely to live longer than men after retirement. The impact 
of longer life expectancy of women can be illustrated as 
follows: A 30-year-old woman who hasn’t started saving 
for retirement but plans to retire at 65 with a monthly gross 
income of R25 000 in today’s rand value will need to save 
R10 300 a month, increasing every year with inflation, 
compared to the R8 750 a month for a man. This is based on 
an income of 4.2% a year (based on Sanlam guidelines for 
investment-linked annuity for females) and the same inflation 
and investment assumptions as mentioned (see left). ■

BATTLE  
OF THE SEXES

HOW DO YOU KNOW YOU ARE SAVING 
ENOUGH FOR RETIREMENT?__________________________ if you want to retire at the age of 65 with about 60% 

of your pre-retirement income, for example, this is 
a rough rule of thumb on how much you should 
be saving: 

 • If you start saving at 20, you need to save about 15% 
of your income each month (about 14% for males and 
16% for females);

•  If you start saving at 30 and are male, you need to 
save 20% of your income each month; if female, you 
need to save 25%; and

•  If you start saving at 40 and are male, you need to 
save 35% of your income each month; if female, you 
need to save 40%.

To illustrate the absolute amount one then needs to 
save, based on the rand value of retirement income 
required, we can use the example below:

To provide R25 000 a month (in today’s terms) 
from age 65, assuming inflation of 6% and an 
investment return of inflation plus 3% (after costs) 
until retirement and an income of 4.9% a year (based 
on Sanlam guidelines for investment-linked annuity 
for males):

A 20-year-old needs to save around R5 800 a month, 
increasing annually with inflation;

 A 30-year-old needs to save around R8 750 a month, 
increasing annually with inflation; and

A 40-year-old needs to save around R14 500 a month, 
increasing annually with inflation.

But as already stated, this is a rough guide, and these 
percentages are increasing over time as people live longer. 
The monthly saving that will allow you to meet your 
retirement objectives depends on when you plan to retire 
and how much income you want to earn at retirement. 
It also needs to consider any existing savings you have.

Achieving your retirement objectives is much easier 
if you start saving early. A long savings horizon gives 
you more time to benefit from the power of compound 
interest. The most powerful thing about compound 
interest is that it’s not about the amount you’re saving; 
it’s about the period of time you’re letting your money 
grow. As an early saver, compound interest could turn 
an average saver into a financially independent person 
in retirement. ■

Danelle van Heerde  
Head of advice processes and 
tools at Sanlam Personal Finance

HOW OFTEN SHOULD YOU REVISIT 
YOUR RETIREMENT PLAN?__________________________
It is generally a good idea to review your retirement 
investment decisions once every year. If you’ve had life-
changing events like a promotion, additions to your family, 
changes in your health status or anything else that might 
cause you to retire earlier or later than initially envisaged, 
consider having a conversation with your financial 
adviser to see how these events affect your retirement 
contributions.

The purpose of the annual reviews is to ensure that 
your retirement income keeps up with inflation. It is 
important to invest your retirement savings in funds that 
earn a decent investment return or you will need to save 
even more to meet your retirement objectives. 

If you have already retired, revisiting your retirement 
plan regularly allows you to manage your retirement 
income so that it will last throughout your lifetime. You 
need to carefully consider the income you take from your 
retirement savings. Some retirement income options 
may provide a higher income at retirement, but if the 
income does not keep up with inflation, you will have 
problems meeting even your basic income needs 10 or 
15 years into retirement. 

Our experience shows that at least half the men 
retiring today at age 65 will live beyond 86, and at least 
half the women beyond 92, and these ages are rising 
every year. Your retirement income may therefore need 
to sustain you for a very long time. ■

Danelle van Heerde is head of advice processes and tools at Sanlam 
Personal Finance.
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If you change jobs, or withdraw 
from your pension or provident 
preservation funds before age 

55,  
you will only receive R25 000 tax 

free compared to R500 000  
upon retirement. 

Wouter Fourie  
Director of Ascor Independent 

Wealth Managers

YOU ARE CHANGING JOBS AND 
HAVE TO MOVE YOUR MONEY OUT 
OF YOUR COMPANY’S PENSION 
FUND. WHAT SHOULD YOU DO WITH 
IT? IS A PRESERVATION FUND THE 
BEST IDEA, OR SHOULD YOU MOVE 
IT TO A RETIREMENT ANNUITY 
(RA), FOR EXAMPLE?__________________________
The best thing to do is to preserve the funds and not 
to withdraw them, or “cash them in” as this process is 
often called.

Now that you have decided to preserve the funds 
you have two choices, namely to transfer it to a 
retirement annuity (RA) or to a pension preservation 
fund. Both options provide similar benefits, being:

1.  No tax will be levied on transferring your current 
pension to an approved pension provident fund or 
retirement annuity;

2.  No tax will be levied on the growth of the 
investment in the pension preservation and 
retirement annuity in terms of the five-fund tax 
approach;

3.  No tax will be levied on the funds if you die – it is 
excluded from your estate for estate duty tax;

4.  Your funds will be safe from creditors, who are 
not allowed to claim against your retirement funds; 
and 

5.  On retirement the first R500 000 of the amount 
you withdraw will be tax free.

The biggest difference between a pension preservation 
fund and a retirement annuity is that a pension 
preservation fund allows you to withdraw once before the 
age of 55, providing you with an emergency exit – should 
you need it. A retirement annuity does not.

UNDER WHICH CIRCUMSTANCES IS 
IT ACCEPTABLE TO CASH OUT YOUR 
PENSION MONEY? __________________________
Preferably not before your official retirement date. The 
problem with withdrawing before retirement is that you 
are taxed at a much higher rate.

The first issue is that, if you change jobs, or withdraw 
from your pension or provident preservation funds 
before age 55, you will only receive R25 000 tax free 
compared to R500 000 upon retirement.

Second, people who use their pension funding to 
consolidate or settle debt very 
seldom adjust their expenditure 
budgets and keep on spending at 
the same rate as before, leaving 
them with not enough extra 
income to “catch up” on their 
pension savings.

My advice would be to revisit 
your expenditure budget, increase 
your contributions to your pension 
funds (you can contribute as much 
as 27.5% of your taxable income 
with a limit of R350 000 per year) 
and receive between 18% and 41% back from Sars as 
a tax refund. The tax refund should then be used to 
pay extra lump sums into your house bond or debt. The 
growth in your pension fund is tax free and after age 55 
you can withdraw R500 000 tax free that can be used 
to settle the last bit of debt and leave you debt free and 
with funds for your retirement. ■

Wouter Fourie is director of Ascor Independent Wealth Managers and was 
named financial planner of the year for 2015/16.
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PERSON X ALREADY 
CONTRIBUTES TO A COMPANY 
PENSION OR PROVIDENT FUND. 
SHOULD THEY ALSO GET A 
RETIREMENT ANNUITY (RA), OR 
WOULD IT BE BETTER TO LOOK AT 
OTHER INVESTMENT PRODUCTS? __________________________
Your decision will depend on how much you are currently 
saving with your company scheme. Making full use of 
your 27.5% tax deduction allowance will help you in the 
long run, so it may be advisable to supplement your 
pension or provident fund with a retirement annuity. An 
RA is different from a company scheme in that you are 
the ultimate owner and it stays with you as you progress 
through your career with different jobs.

You may want to consider using other products, like 
tax-free investments (TFI) and basic unit trusts. With 
TFI products you use after-tax money to invest, but you 
pay no tax later; your withdrawals are completely tax free. 
The catch being that you may only invest R500 000 
over your lifetime and R30 000 a year, which may not 
be enough to fund your retirement – but you can use a 
TFI in conjunction with your normal retirement product 
to give you greater access to equities and offshore 
investments, and reap tax-free returns.

Unlike in RAs and TFIs, your returns in a unit trust will 
be taxed – which will reduce your returns. The benefit is 
the freedom to invest into any assets and access to your 
money when you choose. However, you may be tempted 
to withdraw and lose out in the long term. We encourage 
investors to see an independent financial adviser who 
can help them make a decision that meets their needs.

WHAT ARE THE KEY ISSUES  
AN INVESTOR SHOULD  
CONSIDER BEFORE SIGNING  
UP FOR AN RA? __________________________
RAs offer flexibility and choice for investors, but they 
have some restrictions that you need to be aware of:
 
•  Prescribed legal investment limits restrict how 
much you can invest in the types of investments 
that are considered higher risk, for example 
equities and offshore investments;

•  You can only access your money after the age of 
55; and

•  When you retire you can only withdraw up to 
one-third of your investment as cash (you may 
only withdraw all of it as cash if the total amount 
is below R247 500). The rest must be transferred 
to a product that can provide you with retirement 
income.
 
To compensate you for these restrictions you can make 
full use of your tax deduction that is the greater of: 
27.5% of total gross taxable income or 27.5% of total 
gross remuneration (subject to an annual ceiling of 
R350 000).

WHAT IS THE IDEAL  
PROPORTION OF A PERSON’S  
GROSS SALARY THAT SHOULD 
BE INVESTED INTO A PENSION/
PROVIDENT FUND OR RA?  __________________________
Assuming that you will be comfortable living off 75% 
of your pre-retirement salary, our research indicates 
that saving 17% of your salary is a reasonable starting 
point for the 25-year-old saver. This amount increases 
dramatically the later you start. You need to save 22% 
if you start saving at 30, up to 42% if you start at 40, 
and up to 59% if you start at 45. It is important to note 
that these numbers are simply averages and assume a 
consistent, inflationary salary increase each year, that 
you retire at 65 and that you earn an average return of 
consumer price inflation (CPI) plus 5%. ■

Jeanette Marais is director of distribution and client service at Allan Gray.
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