
INCOME BE ENOUGH?
WILL YOUR RETIREMENT

The COVID-19 pandemic has had a devastating financial impact on the economy and 
South Africans. With many losing their jobs and having to tap into savings, the concern 

for many retirees is that their retirement income will not be sufficient. This article 
considers some of the ways you can be proactive in working towards financial security 

when it comes to your retirement income.  

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.

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

Staying invested for the long term is one of the key pillars when 
it comes to managing your money. However, in the past five 
years South African markets have been tough and the COVID-
19-induced market crash in 2020 has left many investors and 
savers worried about their financial stability. Many abandoned 
their investment strategies amid the turmoil, with figures from a 
2021 study conducted by Momentum Investments estimating 
that South Africans collectively lost R100m of their savings 
overall between April and December of 2020 by switching 
funds.  After many investors moved their savings into cash, 
South African equities delivered a huge 54% return in the  
12 months to March 2021, which many missed out on. 

Added to this, the government lockdowns implemented 
in order to curb the spread of COVID-19 have left many 
South Africans having to endure economic hardship whereby 
companies have either had to introduce wage freezes, decrease 
salaries – or even cut jobs entirely. 

For potential retirees, the concern is whether their retirement 
savings will be enough to sustain them – especially in the light 
of poor market performance and having to ensure retirement 
income keeps up with inflation. 

Boosting your savings pot
The South African gross savings rate is already low. According 
to the South African Reserve Bank, this rate was just 14.4% in 
December 2020. 

Your retirement income needs to last – not only to pay 
regular bills, but for a variety of other needs. From paying off 
debts, to making provision for your partner and any long-term 
care needs that may arise as you age. Then there is also the 
fact that you would like to be able to retire with dignity and enjoy 
your retirement – not only live from day to day. And, of course, 
for some retirees it is important to be able to leave money for 
their children and dependants.

In a recent study that, among other things, surveyed the 
impact the COVID-19 lockdowns had on retirees in particular, 
three in five respondents indicated that they are not confident 
that their retirement savings will last. 

Planning for an uncertain future
Given how important retirement savings are – and the 
increasingly difficult economic environment – what can potential 
retirees do to ensure their retirement income will be able to 
meet their financial needs for at least 30 years?

Your approach to retirement should be the same, regardless 
of market conditions. If you are facing retirement in the time of 
COVID-19, here are some things to consider: 

Think about retirement savings in two pots:
• The first pot should ensure you have enough sustainable 

income to cover your essential expenses for life.
• The second pot is for discretionary spending or to leave as 

a legacy to children and dependants.
• The way to secure the first pot with certainty is with a life 

annuity or by switching a portion of your living annuity 
assets to a lifetime income portfolio within your living 
annuity. 

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

Consider the following choices for your retirement income:
• If you are already invested in a blended living annuity, 

consider increasing your allocation to the lifetime income 
portfolio to secure a higher guaranteed income for life.

• Transferring your entire living annuity to a blended living 
annuity to access a lifetime income portfolio.

• Converting your entire living annuity to a guaranteed life 
annuity, especially if you are drawing at a rate higher than 
the recommended drawdown rates.

• Remaining in a standard living annuity and effectively self-
insuring against volatile markets and outliving your capital.

Choosing the right 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.

• As mentioned above, you can also access a life annuity in 
certain living annuities through certain South African living 
annuity providers.
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• 66% of retirees stated that the COVID-19 lockdown affected them financially
• 70% re-evaluated what was important in retirement
• Half said they had to find other means of income and had to make special 

arrangements to cover payments
• Over 30% asked for financial assistance from family or friends
• Almost 62% said they looked more closely at their risks 
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3 in 5 are not confident 
their savings will last
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