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RETIREMENT PLANNING

By Bernhard Visser and Petro Kriek | Financial Planners | PWM Rustenburg

and we’re loving it!and we’re loving it!
John and Jane are in their 70s and loving life. John was a financial planner and Jane a pharmacist. They 
retired at age 60. They had always dreamed about becoming swallows after retirement – chasing sunny spots 
all over South Africa when winter lurked. They are happy, healthy and financially independent.

Sadly, not everybody is that lucky. The path to a comfortable retirement can be daunting, pricey and full of 
sacrifice. The greatest challenge on this path is finding the right balance between needs and wants. This is 
our take on the subject:

1. I am RETIRING and EMOTIONS are running high
Spiders, snakes, the dark, clowns... These are our most common fears, according to Kathleen Coxwell in her 
article “Three Biggest Retirement Fears and How to Beat Them”. The thought of retiring and going into the 
phase of spending money for a living is daunting, to say the least. Transamerica listed the number one fear 
amongst prospective retirees as THE FEAR OF RUNNING OUT OF MONEY. This thought is scarier than any 
of the hair-raising stuff Kathleen discusses in her article. Having been in the industry for 23 years, we can 
confirm that this is true. However, it often happens that retirees feel inadequate and unsuccessful due to 
leaving their much-loved occupations. Mixed emotions are the order of the day. If you experience any of this, 
know that IT IS NORMAL. 

2. Choosing the right FINANCIAL PLANNER is crucial
Like cooking and load shedding, your head space and your financial plan must be in sync. Robo-advisers and 
self-help retirement tools are available at your fingertips. Yet, the reality is that having a close relationship 
with a qualified financial planner is crucial in keeping your hopes and dreams aligned with your financial 
realities. We see the bigger picture of how you relate to money. The Financial Planning Institute (FPI) or PWM 
websites are excellent starting points for choosing the right financial planner. Obtaining references on any 
planner before getting in the boat together is very important, as you will be embarking on a lifelong financial 
journey. A trust-based relationship is the solid foundation on which you must build your retirement house of 
hopes, dreams and desires. 

3. My BUCKET LIST is my friend 
There is more to life than money. Wealth should always be a means to support your desired lifestyle. Over 
the past 23 years, we have learned that it is not the amount of money you have that determines your level 
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of satisfaction and contentment. Discuss your goals and dreams with your financial planner. The partner 
on your retirement journey can only craft the correct plan if he/she understands what makes you tick. The 
writers on the verywellmind.com website point out that depression is very common amongst retirees. They 
list a number of coping mechanisms. One of these tips is to fulfil your dreams. Planning for this is critical. 
Maybe you’ve always wanted to learn to play a musical instrument, or perhaps to travel? Now is the perfect 
time. You have the freedom and you are still young enough to enjoy it. Go for it!

4.  DEATH and TAXES – the only certainties in life
This is the boring stuff! In planning for retirement, it is important to limit the drainage due to taxes as far 
as possible. Proper planning is super important! Income tax, estate taxes and tax on retirement lump sums 
can eat into the amount of funds available at different stages. Remember to discuss your will, beneficiary 
nominations on policies and retirement funds, and other sources of income with your planner. Your planner 
will know how to structure your portfolio efficiently. For this discussion we will stick to the impact of taking 
a cash payout at retirement from your retirement fund. The retirement and death benefits or severance 
benefits tax table will be used to determine the tax implications of the lump sum you will be taking. Previous  
retirement fund cash withdrawals, on resignation or retrenchment (including severance) packages will be 
taken into account. The current retirement tax table looks like this:

TAX TABLE RETIREMENT BENEFITS20

TAXABLE INCOME RATES OF TAX
Not exceeding R500 000 o per cent of the taxable income

Exceeding R500 000 but not exceeding R700 000 18 per cent of amount by which taxable income 
exceeds R500 000

Exceeding R700 000 but not exceeding R1 050 000 R36 000 plus 27 per cent of amount by which taxable 
income exceeds R700 000

Exceeding R1 050 000 R30 500 plus 36 per cent of amount by which taxable 
income exceeds R1 050 000

Find the sweet spot between the luxury and the flexibility of having cash, and taxation of the lump sum. Also 
consider “voluntary” (non-retirement fund) income and optimise your tax by drawing down across voluntary 
and compulsory (retirement) funds.

5. To have a BUDGET or not…
“How can you be lost if you don’t know where you are going?” It is important that you have a monthly expense 
budget and stick to it! How else would your financial planner know what to aim for? The desired income is 
one of the main drivers behind the portfolio structuring.
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1. Guaranteed income for life products (Life annuities)  
This group of products offers a guaranteed life-long income. The annual increase is determined at 
the onset and there are different options available. Be sure to discuss the implications on death with 
the financial planner – your kids (beneficiaries) might not be so happy with the option you decide on. 

2. Market-linked retirement income products (Living annuities)   
This investment should be managed very carefully with the help of a financial professional. The 
level of income can be selected annually, and must be between 2.5% and 17.5% of the value of the 
investment, according to current legislation. The principle of this investment is similar to a bucket of 
water that has an inflow and an outflow. Investment funds must be chosen to determine the inflow 
(growth). These funds will influence the likelihood of a fund value roller-coaster ride due to market 
ups and downs versus a lazy river ride. The outflow tap is where the problem lies. The wider the 
tap is open, the bigger the risk of the water running out too quickly, leaving the investor without a 
sufficient income at a later stage in life. 

6. The RIGHT PRODUCT is a means to an end
When you go on holiday, you can choose between going by car, by aeroplane or by train. The destination 
stays the same, but the route is vastly different. The same applies to deciding which post-retirement income 
product to go for. The challenge is balancing each person’s unique financial needs with their personal 
circumstances and views on life. 

Money from your retirement funds, minus any lump sum taken in cash if applicable, could be invested in 
mainly two ways (remember, you will not have access to the capital when investing in either of the two types 
of products):

INCOME FOR LIFE  
(LIFE ANNUITY)

MARKET-LINKED INCOME 
(LIVING ANNUITY)

Guaranteed income

Investment risk protection

Longevity risk protection

Flexible income

Investment choice for growth

Inflation protection Depending on income increase option 
chosen

If correct level of income is selected 
between 2.5% and 17.5%

Capital available

Beneficiary nomination

SOURCES: OLD MUTUAL WEALTH AND OMIS
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8. In summary
Going into retirement requires a major transition. It does not only 
include financial matters, but also requires rethinking some major 
life strategies. The help of a qualified financial planner is of the 
utmost importance. The planner will help you keep a clear head 
in balancing your life and finances. Start planning as early as 
possible, so that you can keep your eye on all the balls that are 
important to you.

Start spending your kids’ inheritance – AND ENJOY THE JOURNEY! 

Disclaimer:
The name(s) and the example(s) used in this article are for illustration purposes 
only. Each person’s circumstances are unique and should be assessed on their own 
with a financial planner before deciding on any action steps.
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The SARS Website: www.sars.co.za

7. So what now? Here are some TIPS
The brilliant article “7 Surprisingly Valuable Assets for a Happy 
Retirement”, Jacob Schroeder notes that once your retirement 
plan is in place, it is essential to focus on the following things that 
money cannot buy:

Good health: It is never too late to become more active 
and enjoy a healthy lifestyle! Staying healthy and making 
your children wait for their piece of the pie can be fun 😊.

Strong social connections: Happier retirees are those with 
more interaction. Do the stuff you like with the people you 
love.

Purpose: Even though it seems that the leisure time 
associated with retirement is the ultimate pleasure, a 
sense of purpose can be more fulfilling. Volunteering 
to help people in need can bring more happiness than 
spending money on oneself.

Education: Learn something new that you would enjoy, to 
keep you mentally sharp.

Optimistic outlook: Optimism is a trait that anyone can 
develop. Your brain is wired to think positively.

Gratitude: People who count their blessings have a more 
positive outlook on life and a lower need for materialism. 
Rather compare yourself to people who have less than 
you, than to people who have more.

(Wo)man’s best friend: Lastly, he writes, “The 
companionship of a furry friend can be just as beneficial 
as that of another human being.”

Inheritance: Benefiting from an estate is a privilege – not 
a right! However, your staying financially independent is! 
Stick to the plan.
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