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THE STATE OF THE SOUTH AFRICAN
RETIREMENT CRISIS
A guaranteed income for life and leaving money
for children and grandchildren are the most
important needs for South Africans when reaching
retirement. This is according to Just Retirement
Insights, independent research commissioned by
Just in which South Africans between the ages of
55 and 85 years in the major metropolitan areas
were interviewed.
When it comes to income in retirement, 89%
of survey respondents wanted a guaranteed
income for life (up from 86% in Just’s 2015
survey). The second most important aspect
for 53% respondents (up from 44% in 2015)
is leaving an inheritance for their children and
grandchildren. However, statistics from the
Association of Savings and Investments South
Africa (ASISA) show that 92% of retirees currently
invest in living annuities, which do not cater for
both needs as these products typically do not
provide a guaranteed income. This unfortunately
means that running out of money becomes
a reality in later years and, as a result, the
likelihood of being able to leave a legacy is
severely reduced. However, there are unique
retirement solutions which seek to address both
these needs simultaneously.
The Just Retirement Insights survey indicates
that people’s expectations of how much
retirement income they will receive do not match
reality. This is concerning, considering that most
people are not saving enough for retirement
in the first place, which means their pot of
assets available at retirement is not sufficient
to begin with. The average rand value of survey
respondents’ retirement funds is R1,8 million,
and the anticipated average monthly income is
R12 000. However, a typical couple retiring – for
example, a male aged 65 with a female spouse
aged 61, who will receive 75% of the income upon
his death – require R2,2 million, or 22% more, to
secure that level of income for life, with future
increases in income targeting inflation.

“The research also showed that leaving
something for their wife was not a priority for
50% of the married male respondents. This
only exacerbates the retirement crisis further
for any women who have not made their own
independent provision for retirement,” says Bjorn
Ladewig, Longevity Actuary at Just.
Another disturbing result was that two thirds of
the research sample perceived themselves to
be good at financial planning, but in reality only
31% had done any calculations about how much
they would need annually in retirement (down
from 45% in 2015). This result can be compared
to a similar study done in 2017 in Australia*
which showed that 77% of respondents had not
begun formally planning for their retirement.
44% of respondents in the same study described
themselves as not proactive in planning their
retirement. Compared again to South Africa,
however, here there are lower levels of retirement
income state support than in Australia, which
means that even more South Africans should be
carefully planning their own retirement from a
financial point of view.

Longevity
Although more South Africans are thinking about
their life expectancy now when choosing how to
apply their retirement savings than they did in
2015 (75% vs 70%), females were not aware that
they could and most probably would outlive their
male counterparts. When males and females
were asked what age they thought they would
live to, males said 83 on average and females
said 79 on average. In reality the opposite is true.
In post-retirement a woman’s life expectancy is
three to four years longer than a man’s. The total
life expectancy for a male at age 65 is 83 and for
a female it is 87.
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“Unfortunately, living longer brings with it an
increased risk of dementia, a degenerative disease
of the brain that primarily affects the elderly and
is currently on the rise. However, very few people
plan for the effect that this disease would have
on their ability to make sound financial decisions
in retirement. Our survey showed that only
13% of people have thought about dementia or
Alzheimers and started planning to protect their
financial future. 15% had thought about it to some
extent. 72% have not thought about it at all,”
says Ladewig.

Solving South Africa’s crisis
of unsustainable retirement income
43% of people surveyed currently receive an
old-age grant from the South African government.
46% indicated that they would rely on their
children or grandchildren to take care of them
and 30% said that they would rely on the
government to take care of them. It is clear
that we are in a retirement crisis. So how can we
lessen the burden on family and the state and
ensure sufficient retirement funding to last
a long lifespan?

Currently, most retirees purchase a living annuity
to provide their retirement income. One of the
reasons given for the popularity of living annuities
is that, on death, the remaining capital can be left
to beneficiaries. The harsh reality is that those
retiring do not have enough savings to sustain
their income for life and their desire to leave a
legacy will ironically result in them becoming
dependent on their family or the state.
“There are unique solutions now, such as one
developed by Just, that allow retirees to secure
a guaranteed income for life and provide for a
legacy for loved ones (should they not outlive their
savings). Not being forced to choose between
a guaranteed income and a living annuity may
assist in providing retirees with a more sustainable
retirement income. A combination of a guaranteed
annuity to cover basic living expenses for life and
a living annuity to invest any additional retirement
savings may often be the best solution for many
retirees,” concludes Ladewig.
*Australian Unity Retirement Planning Research, May 2017
https://www.australianunity.com.au/wealth/retirementplanning-survey-2017

Notes to editors:
In 2018, Just commissioned an independent,
quantitative face-to-face research survey amongst
a representative sample of 345 respondents
between the ages of 55 and 85 years in the major
metropolitan areas of South Africa. Just performed
a similar survey in 2015.

Given that their essential expenditure is already
covered for life, this allows investors to be
more adventurous in pursuing long-term
investment returns without changing their
overall risk appetite.

Living annuity investors can benefit from
thinking about their retirement assets in two
portions:

Just Lifetime Income is an asset class designed
to provide sustainable income for life in order to
meet essential expenditure needs. It is available
as an investment option within selected living
annuities, and has the following key benefits:

•

One that secures a level of lifetime income that
will meet their essential expenditure needs for
life (food, accommodation, utilities, medical,
transport, insurance) and is targeted to grow
with inflation;

•

The investor receives a lifetime income that will
never reduce, regardless of what happens to
investment markets or how long the client (and
their spouse where applicable) lives.

•

•

The remainder to meet their needs for a rainy
day, and for long-term growth for themselves
and their beneficiaries, knowing that their
essential expenses are covered.

The lifetime income is increased each year
at a rate that targets inflation. The increase
is linked to the returns of independent asset
managers with no insurer discretion, and
is smoothed.

An appropriate solution:
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Below is an illustration of the percentage income which the asset class would
provide in various scenarios:

Starting income as a % of amount invested

Age 65

Age 75

Age 85

Single male

8.0%

12.5%

20.5%

Single female

6.5%

10.0%

17.0%

Married couple (spouse 4 years younger,
income unchanged on death of investor)

5.0%

7.5%

11.5%

Who would benefit most from Just Lifetime Income?
The following people would benefit from
investing in Just Lifetime Income at retirement:
•

The typical person or couple at retirement
wanting to cover essential expenses for life and
invest the balance of their assets to maximise
long-term growth

•

The living annuity client who is drawing more
than 5% and starting to consume capital

•

The widow who is seeking to sustain income

•

The person who has recently had a severe
medical event
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•

The person who wants to ensure that essential
expenses and frail care costs are covered in
case dementia strikes

•

The healthy and wealthy person looking for a
diversifying asset class that increases in value
with increased longevity: they can accumulate
these lifetime income payments in their living
annuity without having to draw them. This
provides a very interesting diversifying asset
class where part of the return comes from their
own longevity.

