
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 article. 

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

RETIREMENT SAVINGS VEHICLES FOR 
A DIGNIFIED RETIREMENT

South Africa’s lackluster savings culture also extends to retirement savings. In general, 
there is a lack of understanding of the retirement savings market by those in the 

workforce, many of whom are ill-equipped to make informed long-term savings choices. 
While there is an exhaustive list of retirement savings vehicles available in South Africa, 

most individuals tragically fail to make adequate provision for their retirement.

A pension or provident fund is one of the more common retirement 
savings vehicles but is only open for contributions from a company’s 
employees because it is deducted from your monthly salary. These 
types of funds offer limited flexibility or member choice. Within 
the fund, the board of trustees would have selected a shortlist of 
investment options for your retirement contributions and while you 
may be able to choose one or more of the underlying funds, your 
choices are limited. If you resign before you retire, you can transfer 
your funds to your new employer's pension or provident fund or 
move it to a preservation fund. 

If your employer does not provide a pension or provident fund or 
you are self-employed, a retirement annuity operates completely 
independently from an employer and serves as a tax-efficient 
savings vehicle for retirement. Retirement annuity funds provide 
clients with more choice over the provider or fund manager as well 
as the funds you want to invest in, within the limits set out by the 
retirement fund regulations.

A preservation fund is specifically designed to receive lump 
sum benefits from other pension or provident funds and allow 
your savings to continue to grow. You are able to retire from a 
preservation fund at 55, before which you are able to make one 
partial or full withdrawal. 

Any individual in their private capacity can invest in a tax-
free savings account. No tax deductions are applicable on the 
investments made but investors are not able to invest more than 
R36 000 per year and R500 000 over a lifetime. These funds are 
immediately accessible and there are no tax implications on the 
lump sum benefit.

a Pension or Provident Fund

b Retirement Annuity Fund

c Preservation Fund  

d Tax-free Savings Account

To learn more about Atleha-edu NPC and our CFE funders and partners, please download our info brochure here.
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
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In a dynamic and advanced economy such as South Africa, there 
is an extensive array of retirement savings vehicles available. This 
article seeks to highlight and simplify the main retirement products 
available to those preparing for retirement. It is always important 
to seek out independent and professional financial advice before 
making any significant investment decisions.

PRE-RETIREMENT SAVINGS OPTIONS

PRE- AND POST-RETIREMENT  
INVESTMENT PRODUCTS
It’s important to understand the difference between a retirement 
annuity, or RA, and retirement income options associated with 
annuities that are purchased at retirement. 
A retirement annuity is a pre-retirement savings vehicle. Anybody 
can contribute to and become a member/investor of a retirement 
annuity fund, whereby you contribute to the fund on a monthly 
basis and these contributions are then invested in an endowment 
policy – known as a retirement annuity policy selected by the 
member – or in a collective investment portfolio selected by 
the member. The member’s retirement benefit is that value of 
the policy or the collective investment portfolio (whichever the 
case may be) when they retire. An annuity is then purchased 
at retirement to generate regular income in retirement. In South 
Africa, this can be a living annuity, a guaranteed life annuity, or a 
combination of the two.

Traditional life annuities are designed to offer pensioners security 
by providing a guaranteed income for life that never decreases. 
They are available in two basic forms: 
• With-profit guaranteed life annuities - With-profit annuities 

have an underlying investment component that determines 
their increase potential

• Non-profit guaranteed life annuities - Non-profit annuities, 
such as inflation-linked or fixed escalation annuities, provide a 
guaranteed increase either equal to inflation or to the selected 
fixed escalation rate.

Living annuities offer a more flexible option to adjust a pensioner's 
annual drawdown rate, and thus the pensioner's monthly income 
amount, to match changing income needs. Living annuities allow 
drawdown rate adjustments every year of between 2.5 and 17.5%. 
The risk associated with living annuities is that you may run out 
of money before you die as they do not guarantee a retirement 
income for life.

One way to better manage the higher risk of living annuities and the 
rigidity of guaranteed annuities is to use a blended annuity, a product 
that has the best of both in one. At retirement, current regulations allow 
retirees to split part of their pre-retirement savings between multiple 
living annuity and/or gauranteed life annuity products, with one or 
multiple insurers. A blended annuity allows retirees to balance their 
wants and needs by deciding how much to allocate to the guaranteed 
income portfolio and how much remains flexible. 

a Guaranteed Life Annuities 

b Living Annuities 

c Blended Annuity

POST-RETIREMENT OPTIONS

INCOME CHOICES AT RETIREMENT

Guaranteed Life Annuity

Living Annuity

A guaranteed life annuity converts your retirement savings into a 
regular income for the rest of your life. 

A living annuity has flexible drawdown rates but its investment 
value is linked to financial markets, which fluctuates and has no 
guarantees.
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Blended Annuity
A blended annuity is the best of both in one.
Blending the two allows you to secure a guaranteed 
income for life to cover essential expenses, while 
also maximising the long-term growth of the rest 
of the savings to meet less essential or luxury 
expenses, or leave a legacy to your beneficiaries – 
in one investment vehicle.
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