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Start
with your
aspirations

What does a successful retirement look like?
Depending on your needs, circumstances and personal goals, your idea of an ideal retirement will be
different to anyone else’s. However, there are some common denominators.
Research shows that happy retirees generally have the following to say:
1.
2.
3.
4.
5.
6.

We had a plan for when and how we were going to retire.
We got advice and learned what we could before we retired.
We are financially independent.
We have someone we can rely on for emotional support.
We focus on exercise, diet and regular check-ups to maintain good health.
We engage in meaningful activities for more than five hours each week. This includes realising dreams
we’ve always had (for example, learning a new language), doing volunteer work, and having a circle
of friends beyond family relationships.

These points provide a useful framework for thinking about what you can do to ensure you have a happy
retirement.

Why is it important to think about this before you retire?
As the saying goes: failing to plan is planning to fail
If you don’t have a clear picture in mind of what you’d like your retirement to be like, it can lead to a
situation where:
• you don’t have enough money to do the things that you actually wanted to do

OR
• you don’t enjoy your retirement.
By thinking about what you want from retirement beforehand, you can avoid this.

What are your aspirations?
The life wheel can help you identify your goals
If you haven’t thought about your ideal retirement outcome yet, the life wheel on the next page can
serve as a helpful starting point. It helps you identify how satisfied you currently are with your life in
relation to your goals and therefore where you can make adjustments.
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An example of a completed life wheel
Areas of life

Score out of 10

Relationship with spouse/
partner

8

Relationship with family

7

Relationship with friends

6

Health

7

Finances

4

Spirituality

6

Hobbies and leisure

4

Physical exercise

5

Life wheel
Relationship
with spouse/
partner
Physical
exercise
5

Hobbies
and leisure

Relationship
with family

8

4

6

7
6

0
4

Spirituality

Relationship
with friends

7

Health
Finances

How it works:
1. Consider the different areas of your life that are important to you and rate your level of satisfaction
with each area by allocating a score between 1 and 10 in the table.
2. Write your chosen areas next to the lines in the circle and make a dot in the appropriate place on
each line to show your score for that area, as shown in the example wheel. The centre of the wheel
represents zero and the outer edge represents 10.
3. Join the dots to see what the different areas of your life look like.

Your life wheel
Areas of life

Score out of 10

Life wheel

Relationship with spouse/
partner
Relationship with family
Relationship with friends
Health
Finances

0

Spirituality
Hobbies and leisure
Physical exercise
Other
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Ideas to improve your life wheel
If you want, you can already jot down ideas of what you can do to improve a low-satisfaction area to
reach your goals. For example, if you are not satisfied with your hobbies, you can jot down ‘Find out
about adult painting classes in my area’.

Things to think about before you meet with your financial planner
•
•
•
•
•

When do you want to retire?
What do you look forward to most in retirement?
What concerns you the most about retirement?
Do you have specific plans about what you would like to do when you retire?
Do you know how much income you will need in retirement to maintain your lifestyle?

Thoughts and questions:
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Take stock
of your
finances

Do you know your current financial position?

To put a retirement plan in place that is appropriate for your means and goals, you first need to know
where you currently stand. The following checklist is a helpful guideline of everything that contributes
to your overall financial position:
What information you need

Why this is important

Non-investment income, for example your It determines your saving capacity and impacts
salary, profits, or rental income
tax planning
Living expenses

These will determine your likely retirement
lifestyle

Your capacity to save

You can improve your retirement income/
lifestyle

Total value of your investments

It determines how much you can retire on

Insurance contracts

You may be over-insured and wasting valuable
income on something you don’t need

Total value of your personal assets, for You may be able to downscale your home so you
example your house and car
can have more holidays in retirement
Total liabilities, for example your mortgages These will determine whether you may need to
and vehicle finance
use some of your retirement funds to repay loans
Not ready to retire yet?
What information you need
How much you can save every month

Why this is important
This can be added to your investments to improve
your retirement income/lifestyle

For a detailed budget planning spreadsheet tool, go to www.netto.co.za and click on ‘Free resources’.

Forecast the future to check if you’re on track

Based on your current position, a financial planner can forecast how long your money will last
When you have all the information relating to your current financial position, a good financial planner
can use this to forecast your future financial position using a range of calculations. This helps make your
situation ‘real’ by showing you how long into retirement your money will last if you don’t make any
changes to how you manage your money.
The graphs on page 7 show what such a projection could look like and the different outcomes for an
inappropriate versus an appropriate investment strategy.
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The risk of keeping your investments in cash while drawing an income
Initial investment

Lump sum expenses (eg.
a new car, medical costs,
overseas holiday)

65

67

69

71

Inappropriate
investment
strategy

The value of your investments
decrease over time as you draw
an income from your portfolio
Your money
runs out
at age 83

73

75

77

79

81
83
85
87
Your age
Annual income withdrawals
Investment value

89

91

93

95

97

99

Investing in an inflation-beating portfolio can help your money last
Appropriate
investment
strategy
Initial investment

65

67

69

The value of your investments grow
as the returns you earn exceed the
amount of income you draw

71

73

75

77

79

81
Your age

Annual income withdrawals

83

85

87

89

91

Your money
lasts a
lifetime

93

95

97

99

Investment value

This is why financial advice is so important
Things change
The economic, investment, legislative and tax environments are constantly changing. Your personal
circumstances can also change quickly with unexpected events. Research shows that investors’
decision-making can be impaired by emotions when it pertains to their own money. An objective
view from a financial planner can protect you from inappropriate investment decisions made from
an emotional viewpoint.
It’s a complicated process
It’s hard to estimate what your financial position will be in a few years’ or decades’ time. The scope
of the exercise and the different factors that all play a role means it’s quite a complex process.
Financial planners have specialist skills to do these calculations.
It helps to have somebody to guide you
Think of it this way: the top athletes in the world all work closely with a coach who helps them to
achieve their goals. When it comes to your financial fitness, you should also have an expert guide
who can help you achieve your goals.
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3 things you can do before retirement to improve your retirement lifestyle

If you realise you are not on track to meet your goals, there are still things that you can do before you
retire to catch up:
1. Save more and spend less
This means re-evaluating your lifestyle and budget to see where you can cut down so that you can
put more money towards your nest egg.
2. Change your investment choices
Depending on your personal circumstances and how far you are from retirement you can, for example,
invest more appropriately to earn higher returns or structure your investments differently so that
you benefit from tax rebates.
3. Decide to delay your retirement
Working a little longer than you planned to has two benefits: you earn an income for longer and your
retirement savings have more time to grow. This does not mean you have to continue doing the same
job after you retire — you can work for a different employer or yourself, and you can work full day,
half day or flexitime.

Things to think about before you meet with your financial planner
•
•
•
•
•
•
•
•

How much do you invest or save each month/year? Do you know the current value of your savings?
Do you have the capacity to save more if need be?
What insurance policies do you currently have? Do you know their current value?
When you pass away, how much income will your dependants need?
Are you planning any major expenses (for example, buying a house or car)?
Are you expecting a boost in your income (for example, a bonus or receiving pay for extra work)?
If you were temporarily unable to work for a few months, how would you survive financially?
If you become disabled and are unable to work, how much income would you need to survive?

Thoughts and questions:
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Basic
investment
principles

Understanding some investment basics can help you make informed decisions
Before you make decisions about how to invest your money in order to get from your current position
to your ideal outcome, it’s helpful to understand some basic investment principles. This will help you
make decisions with confidence and avoid unpleasant surprises down the line.
Stick to the five timeless guidelines that apply to all investments
Time in
the market
counts

Staying invested over the long term — five years and more — gives you the
benefit of compounding. This refers to earning returns on your returns. Over a
long period of time, small differences in returns can make a large difference to
your investment value because of the effects of compounding.

We can’t
predict the
future

Our review of the past 40 years shows that markets go both up and down, and
that despite extensive research, the only certainty is that future returns are
impossible to predict.

Avoid the
rollercoaster
of emotional
investing

Making short-term investment decisions based on your emotions is never a good
idea. Always stay focused on your long-term goal despite any fears or hype
created in the media. If you’re worried that the fears or hype may be credible,
get professional advice.

Don’t invest
yourself
poor

‘Playing it safe’ by, for example, keeping all your money in the bank can actually
be the most short-sighted thing you do. To grow your money and keep up with
inflation, you must take on some level of risk.

If it sounds
too good to
be true, it
probably is

Be careful of people, schemes or institutions promising to double your money
overnight.

Maximise the tax benefits of different investments
Tax can have a significant impact on how much money you
end up with in your pocket. We can generally distinguish
between pre- and post-tax investment solutions.

So what does this mean for
you now?

a. Retirement funds are ideal for saving for retirement
because your contributions are tax-deductible and
you only pay tax when you withdraw money from the
investment. This means you could boost your savings
by up to 70% with tax refunds.

Make sure your current investments
are tax-efficient — a professional
financial planner can help you
with this. Smart tax planning can
increase your return on investment.

b. Investment portfolios and unit trusts have
contributions that are not tax-deductible, and you
pay tax on the returns as you earn them, not when
you make a withdrawal. Unit trusts are flexible and
provide easy access to your money. They are therefore
a good investment choice.

When you retire, this will become
even more important because that
is when you set up your retirement
investment portfolios.
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Understand that different asset classes offer different levels of risk and return
Investment solutions will use asset classes
that have different risk and return profiles. To
simplify, there are generally two categories:

How do risk/return profiles relate to
your retirement planning?

a. High risk/high return — Growth assets, for
example shares or property, offer returns
that are higher than inflation, enabling you
to grow your money. These investments
are however risky, which means your
investment value can drop in the short
term.

As a general rule, when you are close to or in
retirement, you should aim to minimise the
risk of losing money. However, your investment
returns’ need to be high enough so that you
don’t run out of money. The greater the return
— and the more you spend — the greater the risk.
The key is to find a balance between the two
extremes. You should avoid investing:

b. Low risk/low return — Defensive assets,
for example cash or bonds, offer lower
returns, which means your money may be
more secure but may not grow as much in
the long term.

• purely to limit risk, because then you may run
out of money, or
• to achieve the maximum return, because the
risk may be too high.

Continuously spreading your investments across
a number of different asset classes lowers the
overall risk of your portfolio because different
asset classes do not move up and down together.
This is known as diversification.

Your investment strategy should be based on
what you need, not just what you want. A good
financial planner can help you put a suitable
strategy in place.

Risk/return profiles of different assets classes

Expected return

Shares
High risk, high return
Property

Low risk, low return

Bonds

Cash

Expected risk
Defensive assets

Growth assets
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What
happens at
retirement

There are 3 key decisions you have to make at retirement
1. Are you going to take some of your retirement fund savings as cash? If yes, how much?
When you retire, you have the option of taking a
portion of the money in your retirement fund as
cash.
• How much can you take?
The amount of cash you’re allowed to take
will depend on the rules for the type of fund
you have (retirement annuity, pension or
provident fund).
• What is the impact of taking cash on your
retirement outcome?
Firstly, while some of your lump sum may
be tax-free, it is subject to tax. Secondly,
your retirement savings will be reduced,
which will reduce the income you can draw
in retirement, unless the cash withdrawn is
invested as part of your retirement plan in,
for example, a unit trust or property.

How do you determine how much
cash to take?
To determine how much cash to take, you
should consider the following questions and
discuss these with your financial planner:
• Do you have debt that you need to settle?
• What is the amount that can be taken tax
free?
• Do you have any discretionary, nonretirement investments that you can
access easily to fund capital costs?
• What is your expected marginal tax rate
once you retire?

2. How will you invest the balance of your savings to get an income?
Once you’ve decided how much cash you will take, if any, you must use the balance of your savings to
purchase a financial product that can provide you with an income during retirement. Life annuities and
living annuities are specifically designed for this purpose.

Before you retire
Retirement
fund savings
Cash portion

Existing capital

After you retire
Living annuity
(and/or life annuity)
Monthly
income

Investment portfolio
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To establish which one is most suitable for you, answer the following questions:
Living annuity
• If you have sufficient capital, are you able to assume some investment risk?

Y

N

• Do you want to be able to adjust your monthly income?

Y

N

• Do you want your family to inherit your capital when you die?

Y

N

• Do you prefer to have no investment risk?

Y

N

• Do you want the certainty of an income for the rest of your life?

Y

N

• Are you happy to lose your capital when you die in exchange for an income for life?

Y

N

Life annuity

Your choice of annuity will ultimately depend on your personal circumstances
Although the questions above can help guide you in the right direction, there are other factors
that can affect which annuity is most suitable for you, for example, receiving an additional income
from renting out a property. That is why it is best to discuss your specific situation with a financial
planner. Also, you don’t necessarily have to choose between them — you can invest in both a life
and a living annuity.
3. How much income will you draw? (Living annuity only)
You are in control of how much income you draw
from a living annuity:
• You choose the level of income you start
with.
• Each year, you have the opportunity to
change this income, within certain limits
determined by legislation (between 2.5%
and 17.5% of the total value of your annuity).
The investment strategy and your age will
determine the appropriate level of income.

The level of income you draw will
determine how long your money will last
The appropriate amount to withdraw will depend
on many factors, such as your income needs, your
tax rate, and whether you have other investments
or income sources. But what’s most important to
remember is that the level of income you draw
will determine how long your money will last. If
you choose too high an income, you’re at risk of
running out of money.

Why this doesn’t apply to a life annuity
If you invest in a life annuity, the assurer calculates the income you start with based on the total value
of the annuity. After that, the increase in your income is determined by the type of life annuity that
you bought. For example, the increase for an inflation-linked life annuity will obviously be linked to
inflation. You should avoid non-escalating annuities where possible.
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3 things you can do at retirement to improve your retirement lifestyle
1. Minimise your tax liabilities
When you move your money from one type of investment to another, you may become liable for
capital gains tax and lump sum tax according to regulations. You can avoid unnecessary tax liabilities
by the way in which you structure your investments — a qualified financial planner can help you with
this.
2. Reduce your disability and life cover
Because you are no longer working, you don’t need insurance to protect your salary. In addition, your
children are likely to be grown up and financially independent, which means you no longer need to
provide for them. Scaling down on unnecessary long-term insurance means you can free up money to
save or put towards your living expenses.
3. Adjust your budget to cut down on unnecessary expenses
When you are retired, many of your daily living expenses will decrease, such as fuel and transport
expenses for travelling to work. You can also make a conscious decision to reduce excessive convenience
spending because you will have more time than when you were working. Examples include avoiding
buying pre-packaged meals and going on holiday out of season.

Things to think about before you meet with your financial planner
•
•
•
•

Do you have a clear idea what your current monthly budget looks like?
Do you know of specific expenses that will change in retirement?
Do you have any health issues that may affect your long-term plans?
Are you a member of a medical aid?

Thoughts and questions:
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Managing
your money
once you
retire

Maximising your retirement income is an ongoing process
Make sure you can access your money when you need to
• Avoid lock-ins where you cannot access or move your money for a fixed period and/or are penalised
by being taxed at higher rates if you withdraw money.
• Consider the liquidity of your investments — can you easily sell/buy investments if you need to make
adjustments?
Be willing to adjust your lifestyle
Retirement planning does not stop once you retire. You are still exposed to life’s uncertainties, which
means you must be willing to make adjustments to your plan when unexpected things happen, including:
• Financial adjustments, such as adjusting your medical aid cover if you are diagnosed with a serious
illness that requires regular treatment and medication
• Lifestyle adjustments, such as moving to a low-maintenance home that requires less work and
ongoing expenses

Having a long-term relationship with a financial planner helps
If you involve a financial planner in your retirement planning, the planner will know your personal
circumstances but still have an objective view of your overall situation. Big events that you encounter
once in a lifetime, experienced financial planners see every month, which gives them a better
perspective. Planners can make suggestions about what you can adjust if your circumstances change.
They can also help you understand the impact of your decisions so that you have peace of mind.

3 things you can do during retirement to improve your retirement lifestyle
1. Invest smartly to keep growing your money
The market continuously goes through ups and downs. This means you may have to adjust your
investments to ensure you stay on track with your plan.
2. Monitor your budget to avoid unnecessary expenses
Just as you need to continually monitor and adjust your pre-retirement budget, you must do the
same with your post-retirement budget. If you are aware of where you are over- or underspending,
you can manage your money better. A financial planner can help you find a balance between either
over- or underspending by:
•
•
•
•

Being an objective sounding board for your concerns
Helping you monitor and control your finances
Giving you confidence and peace of mind to spend on the big things you’ve always wanted
Helping you make more money available to spend in a sustainable way

3. Do part-time work to supplement your income
If your body and mind are still fit and healthy, why not take on a part-time or contract job? This can
be related to your pre-retirement employment or something completely new that you have always
wanted to do. Apart from the benefit of an extra income, this may also give you renewed purpose,
motivation and enhance your social connections.
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Maximise
what you
leave to your
loved ones

Provide your loved ones with continuity whatever happens
An important element of retirement planning is putting plans in place to ensure there is continuity when
you are unable to act for yourself and that your wishes are carried out when you pass away.

Draw up a Will and keep it updated
A Will provides instructions on how your assets must be distributed at your death.
It enables you to make provision for those who are
dependent on you, so that they are not left financially
destitute when you pass away.
If you die without a valid Will, those who you wanted
to benefit from your wealth may not receive any of it.
Administrative delays and unintended consequences
are very likely.

How regularly must you update
your Will?
You should review your Will whenever
there is a significant change in your
circumstances, for example, if your
marital status changes, if you move
country, or when your grandchildren are
born.

Appoint a Power of Attorney
A Power of Attorney can help protect your best interests if you are unable to do so
A Power of Attorney means you give someone the authority to act on your behalf if you are physically
unable to do so. For example, if you are unable to attend to your affairs while in hospital, your spouse
can be given authority to access your assets.
Your assets cannot be accessed without a valid Power of Attorney, even for your own benefit. It is
therefore important that you choose and appoint someone who you know will act with your best interests
at heart.
Note that a Power of Attorney in South Africa becomes invalid if the grantor becomes mentally
incapacitated.

Draw up a Living Will
A Living Will is an instruction about whether or not you wish to be kept alive artificially
A Living Will is not legally binding – it’s simply a way to make your wishes and intentions known to your
family if you are in a position where you are unable to make a decision. It gives your family peace of
mind to make difficult decisions about your future care on your behalf and prevents differences of
opinion in tough times when your family needs to be united.
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Form a trust
This is a useful tool when you need continuity and asset protection, for example, when a Power of
Attorney is no longer valid.
If you have a trust, make sure it is managed and structured to benefit your loved ones
A trust is the ideal vehicle to preserve your assets and provide continuity to your loved ones
because it ‘lives’ beyond the lifespan of the founding beneficiaries (since it does not form part of
your estate). However, to ensure your loved ones continue to benefit from the trust after you die,
you should pay special attention to how the trust deed is structured and how the trust is managed.
Specific points you should consider and discuss with your planner include:
•
•
•
•
•

Is there an independent trustee?
Is the trust managed independently of your assets and are all transactions correctly minuted?
Is the trust deed up to date and are current trustees reflected on the Letter of Authority?
Have you considered a Letter of Wishes to guide the trustees if you or your spouse pass away?
Have tax implications been taken into account?

Things to think about for when you meet with your financial planner
• When last did you review your Will (if you already have one)?
• Do you have any specific gifts, assets or amounts that you wish to pass on to specific people?
(These are called ‘bequests’ and an example is passing on items of jewellery to your daughter.)
• Who will be your heir? (It’s usually your spouse.) Do you have an alternative heir? (This is usually
your children.)
• Who do you want to fulfil your instructions on your death? (In other words, who is the executor?)
• Do you have any concerns about the beneficiaries you have nominated to your estate?

Thoughts and questions:
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Physical address:
301 Howard Terraces
Corner Howard Drive and Forest Drive
Pinelands, Cape Town
South Africa

Telephone: 0861 001 356
International: +27 21 530 1260
Email: invest@netto.co.za
Web: www.netto.co.za

Netto Invest (Pty) Ltd is an authorised financial services provider. Licence No. 17699.

