
When you consider that most South Africans retire without 
sufficient retirement savings, for most retirees, early retirement 
can only serve to further worsen this problem, says Twané 
Wessels, product actuary at retirement income specialist Just 
Retirement Life (South Africa) Limited. One way to help address 
this is to work beyond the traditional retirement age, providing 
your employer allows this.  

Wessels looked at the impact of working up to five years 
longer to boost your retirement savings. She began with a 
retirement age of 65 and looked at the impact of adding savings 
between 1% to 20% of your annual salary over the following 
five years. She considered different rates of real (after inflation) 
returns on these savings, from 1% to 7%. If you continue 
to make contributions to your retirement fund for a further 
five years after age 65, your replacement ratio will improve 
substantially, particularly if you have not saved enough.  

THREE THINGS TO CONSIDER

Our purpose at Atleha-edu is to help ordinary South Africans save and invest for a 
better tomorrow.  

We do this through Financial Sector Code (FSC)-compliant awareness and 
interactive education programmes focused on retirement fund trustee, management 
committee member; and fund member awareness and education initiatives, such as 

this short article. 

We would like to thank Just SA for funding this short articles series.

WHEN IS THE RIGHT TIME TO RETIRE?

Most South Africans retire without sufficient retirement savings. Delaying retirement by 
a few years may assist in increasing your chances of a comfortable retirement. Seeking 

out complimentary pre-retirement counselling and consulting a financial adviser, are 
encouraged – ideally well in advance of retirement to ensure you can access the best 

retirement options available.

1 When is the ‘right time’ to retire? Early retirement 
vs. delayed retirement

If, for example, you have only saved the equivalent of one year 
of your current salary and make no further contributions and 
receive no further salary increases, deferring your retirement 
by five years can improve your replacement ratio from 10% to 
between 12% and 16%. The range depends on whether your 
savings earns between 1% and 7% real investment returns. If, 
instead, you save 10% of your monthly salary during the five 
years of deferment (i.e., delaying your retirement), you can 
further improve your replacement ratio to between 18% and 
23%. And if you are lucky enough to be able to save 20% of 
your salary, you can improve your replacement ratio to between 
24% and 30%. If, on the other hand, you have accumulated  
five times your annual salary and you continue with a 20% 
contribution rate during the five years of deferment, the 
replacement ratio can be improved from 50% to between  
73% and 95%.1

“Working longer can help with your retirement readiness, 
and continuing to save as much as you can while deferring 
your retirement date is very important. A ‘side hustle’ or some 
consulting work in the years leading up to your retirement can 
also boost your retirement savings pot, as the same benefits 
apply to any additional money saved, suggests Wessels. 

1Note
In the article, the income that can be achieved in retirement is based 
on annuity rates for a with-profit annuity targeting increases in line 
with inflation.

This is premised on the power of compounding of retirement 
investments – which is most impactful in the final years of a 
working person’s career. This is because compound interest 
doesn’t apply only to your savings in the bank – it also applies 
to your retirement savings and investment products. An 
example of this is earning or receiving additional interest – 
or investment returns – on previously generated investment 
returns. Compound interest can therefore significantly boost 
your investments over the longer term and enable you to 
achieve a higher replacement ratio at retirement. 

2 What are my options at retirement?

Retirement regulations require you to use at least two-thirds 
of your retirement fund savings to buy an annuity when you 
retire. An annuity is a product that provides you with a monthly 
retirement income or pension. The regulation applies to a 
retirement fund, pension fund, provident fund and retirement 
annuity. You can also purchase an annuity with other 
discretionary investments that you have, to allow you to receive 
an income from multiple annuities or just a single one.

Need Retirement 
option

1 Immediate 
needs

An immediate sum 
of money to clear 
debt and cover 
once-off expenses

Cash lump sum

2 Basic 
lifetime 
needs

A monthly income for 
life for yourself and 
your spouse, which 
grows with inflation, 
to pay regular 
expenses

Guaranteed life 
annuity

(A few people 
may also achieve 
this in a living 
annuity)

3 Lifetime 
aspirations 

A pool of assets 
to provide flexible 
income for irregular 
expenses and tax 
planning, or to leave 
to beneficiaries 
when you pass away 

Living annuity

Your retirement needs and options to meet those needs

Replacement ratio:  
A rule of thumb that estimates what percentage 
of a person's pre-retirement income can be 
achieved in retirement.

A simple compound interest example: 
While a R100 000 deposit that receives 5% simple 
interest would earn R50 000 in interest over 
10 years, compound interest of 5% on R10 000 
would amount to R62 889.46 over the same period. 

"Retirement regulations require you to use at least two-thirds of your 
retirement fund savings to buy an annuity when you retire."
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Do you have a question that you would like us to address in a subsequent article? 
If so, please send your questions or suggestions for article topics by email to:  

info@atleha-edu.org

• Just SA
• Moneyweb
• National Treasury

REFERENCES

precient logo

Athleha-edu’s initiatives are accredited in partnership with the Batseta Council of Retirement Funds for South Africa. 
To register your interest in being awarded Continuous Professional Development (CPD) credits for having read this 
publication, please provide the required user registration details below: 

www.at leha-edu.org

Atleha-edu
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In Sesotho, when you tell someone to “Atleha” you are telling them to prosper. 
Our dream for South Africans is for them to prosper through the building blocks of education and 

technology. By combining “Atleha”, and “edu”, we want to “speak life” into the dream of prosperity for the 
majority of South Africans.

The majority of savers in South Africa can be reached through retirement fund trustee and member education, making 
this the primary focus of our work at Atleha-edu. Please visit our website at www.atleha-edu.org to read our educational 
publications for retirement fund trustees, principal officers and MANCO members. 

• Governance & Ethics For Retirement Fund Trustees
• Investment Fundamentals 1
• Investment Fundamentals 2
• Special Edition: Environmental Stewardship
• Umbrella Funds & Management Committees
• Cultural Practices
• An Introduction to Infrastructure Investments 
• Retirement Funds and Risk Management
• Climate- related Financial Disclosure

Our offering:
In partnership with our implementing partners and funders, Atleha-edu is proud to offer a range of educational 
solutions for retirement funds and their members.  

These solutions are customised and include: 

• Financial Sector Code (FSC) compliant Interactive and Awareness type consumer financial education programmes;
• Thought leadership webinars and events;
• Experiential workshops for deep learning experiences;
• Customised FSC-compliant consumer financial education solutions. 

To learn more about our offering and to partner with us, please contact us by email info@atleha-edu.org 

Our collaborators and funders in financial education and dissemination include: Alternative Prosperity Foundation,  
ASISA Foundation, ASISA Academy and Batseta.
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FOUNDATION

This educational publication is funded by ASISA Foundation and Old Mutual

INTRO TO UMBRELLA FUNDS
Retirement funds in South Africa;

standalone vs umbrella funds

MANAGEMENT COMMITTEES
An overview of management 

committees

GOOD GOVERNANCE
An overview of good governance for 

management committees

UMBRELLA FUNDS 
& MANAGEMENT COMMITTEES

I N V E S T M E N T S  /  G O V E R N A N C E  /  E F F I C I E N C I E S  /  C O S T S

ALSO IN THIS ISSUE:  MANAGEMENT COMMITTEES’ ROLES AND RESPONSIBILITIES;  
ADDRESSING CONFLICTS OF INTEREST AND DIRECTIVE 8 OF 2018
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CULTURAL PRACTICES

ALSO IN THIS ISSUE:  CUSTOMARY MARRIAGES & RETIREMENT | AN OVERVIEW OF SECTION 37C OF THE  
PENSION FUNDS ACT | TRANSLATED DEFINITIONS
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This educational publication is funded by the ASISA Foundation and Prescient
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through multiple asset classes

LONG-TERM INVESTING
and infrastructure

PRESCRIBED ASSETS
in South Africa

AN INTRODUCTION TO 

ALSO IN THIS ISSUE: EXAMPLES OF INFRASTUCTURE INVESTMENT | UNDERSTANDING THE DIFFERENT  
TYPES OF INFRASTRUCTURE INVESTMENTS | INFRASTRUCTURE RESOURCES FOR RETIREMENT FUNDS
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INFRASTRUCTURE INVESTMENTS

FOUNDATION

This educational publication is funded by the ASISA Foundation

FSCA INTERVIEW
'Everything you do is risk management'

UNDERSTANDING RISK
and the importance of managing it

RISK MANAGEMENT
process steps

RETIREMENT FUNDS 

ALSO IN THIS ISSUE: GUIDELINES FOR RETIREMENT FUNDS AND RISK MANAGEMENT | OVERVIEW OF RISK MANAGEMENT PROCESS 
| RESOURCES FOR FURTHER INFORMATION
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SOUTH AFRICA-UK PACT
Supporting transformational climate action

SUSTAINABLE FINANCE PRACTICES
Opportunities to unlock investment

CLIMATE RISK
Improving corporate reporting
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ALSO IN THIS ISSUE: AN INTRODUCTION TO CLIMATE RISK AND INVESTMENT  
CLIMATE RISK AND SCENARIO ANALYSIS | OVERVIEW OF THE TASK FORCE ON 
CLIMATE-RELATED FINANCIAL DISCLOSURES (TCFD) 

SPECIAL EDITION

CLIMATE-RELATED
FINANCIAL DISCLOSURE

Aligning South Africa to global best practice
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UK PACT 
Brand guidelines

6.1 Country Programmes: 
 logos for country partners 

The country name should always be right  aligned above the  linear  version of the  
master logo. The country name should appear in the  same blue used in the  master 
logo. Kerning  should be set to optical and tracked to +130. The corresponding country 
flag should be placed to the  right  of the  Union Jack at equal size. The width of the 
two flags should not exceed the width of the  linear  master logo. A 0.25pt keyline set 
in 30% black  should be used to frame flags which include blocks of white (with the 
exception of the UK).

In deciding on the most appropriate way forward, it 
may help you to think about your retirement savings in  
two pots:

Choose appropriate investments for each pot: 
• An appropriate investment for the first pot is a life annuity, 

which you can access as a standalone product or as an 
investment choice within certain living annuities.

• Once the first pot is secured, you can consider options that 
provide flexibility, growth, and a legacy for beneficiaries.

Choose the right life annuity
• New-generation with-profit annuities are designed to 

withstand market conditions to guarantee your income 
for life, while providing annual increases linked to the 
performance of a balanced fund.

• You can use your retirement savings or discretionary 
savings to invest in these annuities.

• You can also access a life annuity in certain living annuities 
through some of South Africa’s leading living annuity 
providers. 

3 Importance of seeking sound pre-retirement 
counselling and advice

National Treasury in March 2019 introduced the requirement 
that all retirement fund members should receive free retirement 
benefit counselling before they retire. This should happen at 
least three months before retirement, although the Financial 
Sector Conduct Authority (FSCA) suggests counselling five 
years, as well as one year prior to retirement.

It is important to keep in mind that the counselling should be 
provided by your retirement fund, the fund’s administrator or a 
specialist appointed by the retirement fund and that it should be 
done free of charge to you as the member. This counselling is by 
no means financial advice and it should never be used to coerce 
you into buying a retirement product. What the counselling 
should do, is at least give you a better understanding of the 
fund’s performance in the last year and options available to you 
as the member at retirement. The counselling should also touch 
on the availability of a default option available to you if you are 
unsure of what to do.

Unfortunately, many people on the cusp of retirement think 
their retirement is taken care of thanks to attending a pre-
retirement counselling session and selecting the default option. 
Unfortunately, as is the case with so many “default” options, 
these regulations cannot cater to each person’s specific 
financial and life needs. This means that you are probably not 
getting the best possible retirement benefits if you simply pick 
the default option available.

At the same time, much of the pre-retirement counselling 
that is available to members who are preparing to retire is 
very generic and simple, as it needs to meet the needs of the 
average fund member. With this in mind, it is recommended that 
those individuals nearing retirement age should actively seek 
out professional and independent financial advice – and to do 
so well in advance of retirement.
It is worth considering advice from a qualified financial adviser, 
especially if you need help:
• understanding your options;
• taking specific account of your personal financial 

circumstances;
• considering how your retirement savings can be used with 

other savings and investments, including a house, to meet 
your financial needs;

• considering the tax implications of your choices. 

Pot 1: A pot to ensure 
you have enough income 

to cover your essential 
expenses for your needs 
in your retirement years.

Pot 2: A pot for 
discretionary spending on 
non-essential ‘wants’ or 
to leave money to loved 
ones and beneficiaries.

"Default options cannot cater to 
each person’s specific financial 

and life needs."
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