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South Africa’s retirement crisis is set to
worsen, with even fewer people prepared
for retirement than previously thought.
The second annual 10X Investments report
on retirement readiness in South Africa
interrogates this issue and the underlying
reasons based on the results of our
Retirement Reality survey.

Last year's inaugural Retirement Reality Report
(RRR18) made it clear that South Africa was sitting on a

retirement timebomb, with the data aligning very closely
with a widely quoted National Treasury statement that
only 6% of the country’s population was on track to
retire comfortably. The report also outlined some of the
key reasons why so many South Africans face a bleak
reality after their working lives come to an end.

This year’s report (RRR19) builds on that and delves
deeper into factors affecting people’s retirement
planning across the various demographic groups in SA.

A key issue that cropped up again and again in the data
from which this report was compiled was that mounting
financial pressure is preventing people from saving

for retirement. This talks to two things: that times are
extremely tough for very many people, and that too
many people think of retirement saving as a low priority
expense rather than an essential investment.

This report confirms that retirement planning is a very
low priority item for most people. For most South
Africans, it is not front of mind because of the day-to-
day financial struggle. But even among those who are
saving for retirement, an alarming number have no

idea whether their savings plan is on track or what
proportion of their savings they are paying away in fees.

The report serves as both an analytical tool and a
descriptive interpretation of the current local retirement
landscape. 10X Investments hopes the report will draw
further attention to this crisis, which is downplayed by
some and ignored by the majority. It is hoped that the
RRR19 will broaden the discussion on the necessary
steps needed to improve the situation.
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https://www.10x.co.za/blog/south-african-retirement-reality-report
https://www.10x.co.za/blog/south-african-retirement-reality-report

BRAND ATLAS

In 2019, at the behest of 10X Investments, the well- active South Africans, as determined by Stats SA
respected annual Brand Atlas survey of the South (namely those with a monthly income in excess of
African population was expanded to include questions R7,600) through online completion surveys. All findings,
about people’s savings and investment habits. Brand analysis and interpretation within this report by

Atlas sampled the universe of 15.1 million economically 10X Investments are based on Brand Atlas data.

Brand Atlas samples the
universe of 15.1 million
economically active
South Africans

10X INVESTMENTS

10X Investments - an authorised financial services less than half the industry average. 10X invests in a mix of
provider, licenced retirement fund administrator and shares, property, bonds and cash to maximise growth, and
investment manager - provides a range of simple, relies on index tracking to deliver the returns of the market
effective, low-cost solutions to investors. as a whole. 10X automatically adjusts portfolios as savers

get closer to retirement to reduce risk. The disruptive asset
Fees are a valuable tool for predicting future investment manager manages in excess of R12 billion in private and
performance. The fees on 10X's retirement annuity are corporate retirement investment funds.
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Chapter 1:
What's the plan?

How do you feel about your current retirement plan?

[, 46%

| don't have a plan
I 1 %

My retirement plan  EEG_——EGEE ' W 2019
isabitvague INIIIININEGNGGGNGN 2%
B 2018

I'have a pretty good G 0%
idea of what 'm doing I 1%

| have a thought-through —  c%
plan which I am excecuting IS 7%

RRR18 identified a startling lack of preparation for retirement among South Africans.
The results of this year's survey suggest that the South African savings crisis is not getting any better.

V

There has been a 5 percentage point increase in the number of people who say they don't have a retirement plan, from 41%
last year to 46%. There is also a 5 percentage point decrease in the number of South Africans who feel good or pretty good
about their retirement plan, from 38% to 33%. The proportion of South Africans who feel their plan is somewhat vague is the
same as last year, at 21%.

The fact that 67% of people surveyed either have no retirement plan at all, or just a vague idea, highlights the need for more
education on this topic. A significant majority of respondents just do not seem to have the tools or the know-how to prepare
for a financially stable life after work.

A mere 6% of South Africans surveyed said they were executing a retirement plan that they had properly thought through.
This figure, which is down from 7% last year, chimes with National Treasury's figure that only 6% of South Africans were on
track for a decent retirement.

According to information released by StatsSA in April 2019, 49.2% of South Africa’s total adult population of 35.1 million live

below the upper-bound poverty line. Without action to tackle the retirement savings crisis in South Africa this will be pushed
significantly higher as more and more of the retiring population slip into poverty.
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After this point the universe of respondents is separated into two groups:

People who said they have some sort of a plan: 8,093,602. Most of the report focuses on this group

People who have no retirement plan at all: 6,977,422. Chapter 6 gives more information on this universe of people

How many years do you think you need to plan for a comfortable retirement?

6% Less than 5 years

' 4% 5 - 9 years
30% 40 or more years 9% 10 - 14 years

‘ 4% 15 - 19 years

. ‘ 15% 20 - 24 years
21% 30-34y 5% 25 - 29 years

ears

Percentages may not add up to 100 due to rounding

This year's report includes analysis for the first time
about how long people think they need to save for
retirement to ensure a comfortable one. Industry
guidelines vary but few disagree that workers should

be saving for retirement for most, if not all, of their
working life.

Unfortunately, a large number of people believe that

done in a relatively short time, which is one reason so

setting themselves up for a decent retirement can be - -
many people leave it too late. In fact, more than a third ‘ ‘ ‘ ‘ ‘ ‘

of South Africans believe that a comfortable retirement

can be achieved through saving for just 24 years or less. I
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Chapter 2: How is it looking?
Are you on track?

I worry about whether | will have enough money to live on after I retire

13% Totally disagree

26% Strongly agree

15% Somewhat agree

33% Agree in part 13% Unsure

Percentages may not add up to 100 due to rounding

Of the respondents who said they had some sort of retirement plan, 72% felt concerned or were unsure that they would
have enough to live on after they retired.

I expect that | will need to keep earning some money after | retire

7% Totally disagree

8% Somewhat agree

41% Strongly agree
’ &Y 98 9% Unsure

35% Agree in part
Percentages may not add up to 100 due to rounding

76% accepted that they would need to keep earning some income after they retired, over and above the savings and/or
pension they had accumulated.

However, these responses, which suggest a level of realism about their situations, do not correlate with the view of

almost 69% of this group (overleaf) that they expect to be able to retire with about the same standard of living they had
during their working lives.
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When | retire, | expect the same standard of living | enjoyed before retiring

Percentages may not add up to 100 due to rounding

\ll

9% Totally disagree

14% Somewhat agree

9% Unsure

39% Agree in part

_O_ This contradiction shows a lack of appreciation of the consequences of not preparing for retirement. It also

S talks to the dire need for education about what is involved in setting yourself up for a decent retirement.

When retirement is reached, financial obligations to
maintain your current standard of living are likely to
decrease. Take for instance cost savings from no longer
having to commute to work (public transport bills, or fuel
and wear and tear costs of a vehicle), and not having to
provide for children.

There are also savings in terms of a lower average tax rate
and higher income tax rebates over the age of 65 and then
again over the age of 75.

Those who have been saving the recommended 15% of
their gross salary each month into their retirement savings
plan will also not have this expense.

Some expenses, such as healthcare costs, might increase
but in general it is expected that your overall costs of living

will decrease.

A reduction in financial obligations means that in

X

retirement, a gross monthly income lower than the gross
final salary should sustain one’s lifestyle in retirement.
The proportion of your final salary required to maintain
your lifestyle is called your replacement ratio. It can range
anywhere from 60% up to 100% of final salary, depending
on the individual's situation.

In order to know whether your savings can fund this
required income, you need to have an idea of what your
final savings pot will be at retirement.

can help you work out whether you are on track
to maintain your lifestyle in retirement based on your
current saving habits and investment strategy.

The first step is for investors to take the time to
understand what position they are in today. They must
then work out what they need to do today and for the
rest of their working lives to put themselves in a position
where they are able to maintain their living standards in
retirement.


https://www.10x.co.za/retirement-annuity#calculator
https://www.10x.co.za/retirement-annuity#calculator

Chapter 3: Women need more, have
less - and reject the best chance
they have of closing the gap

According to StatsSA, women in South Africa earn approximately a quarter less (23%) than their male
counterparts, a disparity that is often exacerbated when women'’s careers are interrupted during pregnancy
and the raising of children. Also, women are expected to live longer than men on average.

\/

Last year's report showed that women were, in general, saving less than men for retirement. The majority understood
less than their male counterparts about the subject and were generally significantly less engaged with the issue.

Unfortunately, while the data for this report shows that South African women do appear to be giving more thought to
investing for the long term, even fewer women than last year are taking action and actually making plans and provision
for retirement.

How do you feel about your current retirement plan?

I -2

[ E
. FE

I don't have a plan 51%

2019
. I % Male
My retirement 1% o
planisabitvague G Female
I -
2018
I ;1%
| have a pretty good 23% B vale
idea of what | am doing S > W Femae

i

| have a thought L o
through plan which | 6%

; I
am carefully executing I 70/8 ’
(]

/\

This year's report shows that as many as 72% of women (up from 64% in 2018) either don't have
a retirement plan at all or have only a vague plan, compared with 63% of men.
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How happy are you with your financial predicament?

I 0%
I'm doing badly 16%
financially D =~
2019
]
I'm not doing ver .
; g / y 33% B wvale
well financially NG
I 5 Female
2018
I 5%
, 26% Male
‘mnotsure N - -
— ¢ bt
I 27
I'm doing quite 24%
well financially N o'
- ___Eu
B 2%

2%
I'm doing very D +%
well financially B

0 10 20

Percentages may not add up to 100 due to rounding

Compared to RRR18, the number of women who felt they
were doing badly financially increased from 9% to 16%,
with a total of 75% of female respondents believing they
were doing badly or feeling unsure about their financial
predicament.

The RRR19 confirms anecdotal evidence that times are

getting tougher for South Africans of both genders, with a
lower proportion of individuals thinking of themselves

| f
A

e

30 40 50

as doing either well or very well financially. For men, this
figure has decreased from 40% to 29%; for women, it is
down from 37% to 26%.

The data also shows that not only are more South African
women in a precarious financial situation than men,
women are less likely to be taking the steps required to
narrow the gap.

| |
e F
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Which of these investor types are you closest to?

| don't save
or invest

I 37 %

I 32%
. EGl

42%

2019

B Male
, N 9
I'm a saver who puts 3506 Female
money away in cash savings 310
I
A ——————————————————————
0
2018
B Male
[ Female

| am an investor who
invests in various options
to grow my wealth

I 22%

13%

I 269%

I 6%

I 139
| do both of these 1% )
inequal measure GGG 2%
I %
0 10 20

Data from last year showed that, while women were
actually more likely than men to save, they were less likely
to invest their savings. A worrying statistic that is getting
notably worse is the percentage of women who neither
save nor invest: this is up to 42% from 36% in 2018.

This deteriorating trend reinforces RRR18 findings, that
although in general women are better savers than men
they are less likely to invest their savings for growth.

Financial knowledge and misunderstanding

While the survey shows that a higher proportion of women
(33%) than men (27%) believe that 40 or more years'

worth of planning and investment is required to set up a
comfortable retirement, fewer women than men appear to
have the resources to make this happen.

A total of 75% of female respondents acknowledge the
reality that they will have to continue generating an
income after they retire to supplement whatever savings
they have. Less realism is exhibited when people think
of their lifestyle in retirement: 67% of women surveyed

30 40 50

Investing in a well-diversified, high-equity portfolio and
keeping fees low is the most effective way to grow money
over the long term.

Unless women reverse the current downward trend and
start investing with a long-term perspective, they have
little chance of beating inflation and generating a decent
income in retirement.

expect to be able to maintain the same or a similar
standard of living in retirement, while 70% expect their
retirement savings to last 15 years or longer.

Coupled with this, the survey showed that women have
less to fall back on than men do, in terms of both fixed and
financial assets, with 38% of women reporting having no
assets whatsoever, and another 42% saying they had less
than R1 million worth of assets.

Not much of a safety net at all.
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Chapter 4.
The racial divide

Given South Africa’s history, it is not surprising that stark differences in people’s financial situation continue to present

along racial lines, as evidenced in the graph below. RRR18 showed pronounced differences in general in how different racial

groups were preparing for retirement. As expected, RRR19 found that racially-based differences continue to endure along

similar lines. These differences are often described as cultural but frequently they are circumstantial.

How would you rate your financial predicament?

60%

54%

50%
50%
40%
30% 29%
25%
22% 22%

20%
10%

0%

Asian Black

Percentages may not add up to 100 due to rounding

White South Africans have been eligible to receive a state
pension since the 1920s, but it was not until the 1944
Pension Laws Amendment Bill, that the old-age pension
was extended to other race groups. However, even then,
eligibility, frequency and value of these payments differed
according to the arbitrary and punitive policies

of apartheid.

Wealth accumulation via traditional avenues of investing
and property ownership was not available to black South
Africans, who had little or no access to financial services.
Employers were not obliged to make financial contributions

to employee retirement funds and those who did were

generally discriminatory. Black civil servants, for example,
saw up to 60% lower employer contributions to their

41%

B Positive
B Negative
39% I Notsure

31%
30%

31%

29%

Coloured White

pensions than their white counterparts. It stands to
reason that generations of black employees were unable
to provide for their own retirement using the traditional
savings avenues available to whites.

In many South African communities, supporting older
generations who were not able to save for their own
retirement, largely thanks to apartheid era discrimination,
and helping the next generation with financial contributions
towards studying, is seldom considered voluntary.

This notwithstanding, an increasing number of people
across all demographics and incomes are beginning to
experience what is generally referred to as “black tax”,
to a greater or lesser extent.




68% 68%

s1%
B Asian/indian
B Black
Black Tax is a relatively new term that colloquially B coloured
describes the additional financial burden of supporting W whie
family and friends that the (largely black) emerging
middle class has in South Africa. For many people in

communities that are previously disadvantaged this is

frequently less of a choice than an obligation. Those who have people
fully or partially dependent
on the money given to them

In some cases, the younger generation may have no choice but to support elderly parents and other relatives who have no
retirement savings at all ie no other means of survival. In the case of other remittances, such as paying for younger family

members’ education, “Triple Jeopardy”, a 2019 report by the University of the Witwatersrand School of Governance , found
that young, black working people felt obliged to help others because it “was expected from me to do so by my family”, “it is
important to support others” or “this is just the way things are done”.

The additional financial burden on what is known as the sandwich generation (who must support their own children as well
as members of the older generation) results in added financial pressure and is one of a number of reasons that people say

they just cannot afford to save for their own retirement.

That said, the evidence suggests that ‘black tax’ is not purely a racial phenomenon, it is a common factor of South African
society. It does, however, follow that historically disadvantaged and poorer communities will feel the burden the most.

Chapter 5:
What about the role of employers?

Have you ever been part of a corporate retirement savings scheme?

6% Yes, but left the company
and preserved my savings

8% Yes, but cashed out when | left “‘

3% Yes, but now | am retired

44% Never

39% Yes, and | am a
contributing member
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More than half of those survey respondents who said

they had some sort of a retirement plan said they had at
some point belonged to a corporate retirement savings
fund. More than half of those respondents that have left a
corporate retirement savings scheme said they had cashed
in their savings when they left that job.

When changing jobs, retirement savers have the option to
preserve their savings, either by preserving their benefit

The power of compounding, the need for preserving

- Save R1,000 pm for 40 year working lifetime, versus

in the current retirement fund or transferring their benefit
tax-free to a new employer’s fund or to a preservation fund.
However, many members opt to cash out their benefit,
which is subject to tax, and this will result in them severely
denting their momentum for achieving their retirement
goals. Statistics from the wider retirement savings industry
suggest that the national average is, in fact, significantly
higher than the 57% of respondents in this survey who
claimed to have cashed out when exiting a fund.

- Save R1,000 pm for 20 years, cash in and start again (i.e. no preservation)

R1 800 000
R1 600 000
R1 400 000
R1 200 000
R1 100 000
R800 000
R600 000
R400 000
R200 000
RO

—— Cash-in after 20 years

— Save for 40 years

R1.7m

Reduces
value by 75%!

0 5 10 15 20
Years

25 30 35 40

Source: 10X Investments; saving R12,000 pa, growing 1% pa in real terms, earning net real return of 5,0%

Cashing out retirement savings when changing jobs is one of the classic retirement saving mistakes. Cashing out means
starting again from the beginning and, far more damaging, losing out on the compound growth that early savings generate
over the years, which is one of the real game changers in long-term saving.

The previous graph shows how large a portion of a retirement fund early savings make and the damage that is done by

cashing out.

@ Bottom line: Never stop saving, increase your saving as your income increases, and never cash out!

1"

V
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both start
contributing R1,000 a month
to retirement funds.

both
Asg; change jobs. James cashes in.
Khanyi preserves.

Age

retire.

Savings: R 673,000

Savings: 0 Savings: 0

Savings: 0

Savings: R 144,000

Savings: R 1,140,000

What is your level of knowledge about your corporate retirement savings scheme?

10% Not really interested -
| trust my employers/the fund
managers to make the best choices

14% No idea “

37% | knew/know little
about it, but I wish | knew more

Percentages may not add up to 100 due to rounding

Respondents who at some time belonged to a corporate
retirement savings fund were asked about their level of
knowledge about the scheme. Of the total, more than 60%
said they knew little or nothing about the fund or were not
interested, with 37% wishing they knew more.

The fact that the majority of respondents know so little or
are not interested in knowing anything about their fund
shows a worrying lack of engagement with corporate
retirement funds. This could be due to a lack of proper
communication from the employer and/or fund to the
members. It could also be because of the complexity and

40% | have a
good understanding
of the scheme

lack of transparency in many corporate scheme offerings.
It is quite likely some combination of the two.

This data highlights the fact that most members of
retirement funds are poorly informed and/or ill-equipped
to understand their retirement funds. This is effectively

a lack of empowerment with fund members frequently
distancing themselves from aspects of their fund they

do not understand. These two factors are mutually
reinforcing: the more complex the fund seems the

more likely it is that the members will be reluctant to

ask questions.
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Chapter 6:
The road to ruin ... not saving

Why do you not have a retirement plan?

A S . | ;)
55% . Respondents (%)

| have nothing left over at
the end of the month

It is not a priority for me

at this stage of my life  EG_—_I__—

My spouse and/or wider
family will take care of me

%

The government will
0,
look after me B 1%

| have valuable assets that | o
B 1%
can sell whenever | need

| have a business that
will take care of me

B 1%

1am NOLPIaNNING gy 1 30y
0

on retiring

Of respondents who said they were not saving for As might be expected, younger people are more likely to
retirement, the majority (55%) said they simply could not say retirement saving is not a priority (80% of people under
afford to save money towards retirement, and 36% said 35 in this group said retirement saving was not a priority at
retirement saving was not a priority for them at this stage. this stage).

Why do you not have a retirement plan?

80
73%
69%
65%
B 16-24years
60
54% Il 25-34years
B 35-49years
I 50+ years
40 38%
26%
19%
20 ’
15% ,
1% I11%11%12/°
0 l l l l
| cannot afford to save - Itis not a priority I am not planning
| have nothing left over at for me at this on retiring
the end of the month stage of my life
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The data shows that many South Africans prioritise their High fees are a contributing factor in South Africa’s

current lifestyle, at great expense to their future selves. retirement crisis. Seemingly small regular charges
Most are leaving it perilously late to start applying their against savings compound to leave a huge hole in
minds to implementing a retirement plan. It's a terrible people’s pensions. For example, in the context of a
trade-off because while current lifestyle improvements consistent 40-year savings regime, someone paying
made by not saving, or saving too little, are marginal, the 3% in fees rather than, say, 1% pa, receives almost
resultant drop-off in retirement will be dramatic. 50% less money at retirement.

The road to ruin. ... fees

Fee paid in total for current retirement annuities

16% There is no fee
8% Depends on .‘

performance

12% 4% or more ‘

9% 2% - 3%
4% 1% or less

50% | don't know

Percentages may not add up to 100 due to rounding

Half of respondents in the survey with a retirement plan didn’t know what fees they paid. Another 16% say there is no fee.
The fee paid on an investment might be difficult to find (and almost impossible to understand) but you can be sure there will
be a fee.

The average policy-based RAs sold by the large insurance companies in South Africa cost close to 3% pa, made up of around
0.75% for advice, 0.25% for administration, 1.5% for investment management and 0.4% for Vat. Even though there are low-
cost alternatives on the market, charging less than 1% pa and delivering similar or even superior performance, most of the
industry continues to sell the more expensive versions ... and get away with it.

South Africa’s retirement savings timebomb is ticking ever louder. At the same time, the country’s
unemployment crisis seems to be running out of control, and people are living longer lives.

South Africans need a wake-up call. Retirement saving is retirement. Whilst it is recommended that everyone save
not discretionary spending but rather a necessary long- 15% from day one, it is just not practical for many in this
term investment for every working South African. It is not climate. What is practical, however, is to take steps such
something that should be considered only once other adult as educating yourself, engaging with your options and,
responsibilities rear their head, or worse still, once these crucially, keeping fees down.

have been met, such as when the bond is paid off, or the

children have left home. Lifestyles should be adjusted to Paying low fees is the easiest way to increase savings

the saving that is required, not the other way around. without impacting take-home pay or living standards. It
This report talks to the financial stress that most people is the path of least resistance for every saver to ensure a
are under, which leads to them under provisioning for better outcome for their future self.
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Planning for retirement is not that complicated.
Set yourself up for success by downloading these free e-books.

Table of contents I

The SA guide to saving and Moving jobs? what to do with
investing for retirement your retirement savings

This e-book covers: This e-book covers:

* What is retirement planning? * Whatis a preservation fund?

¢ Calculating your retirement goal * Why should you preserve?

¢ Investment vehicles * Tax implications of cashing out

Get the e-book Get the e-book

Table of contents

PO

Moving into retirement: Free guide to becoming
What are your options? a Top Trustee

This e-book covers: This e-book covers:
* How to assess your situation * Types of funds and annuities.
¢ Living Annuities * Role players in pension funds

* Guaranteed annuities *  Demystifying legislation

Get the e-book Get the e-book
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https://resources.10x.co.za/retirement-annuity/south-africans-guide-to-saving-and-investing-for-retirement?__hssc=175931517.4.1567602428021&__hstc=175931517.b67e653627e6a6e0fa7c919166bdd1c2.1563978066721.1567523861861.1567602428021.34&__hsfp=1480354220&hsCtaTracking=436f6ade-7e18-44ca-a3f7-922ac86312e0%7Cd06c8340-7a39-4e66-b47d-70459269727f
https://resources.10x.co.za/preservation-fund/guide-to-preserving-your-retirement-savings?__hssc=175931517.4.1567602428021&__hstc=175931517.b67e653627e6a6e0fa7c919166bdd1c2.1563978066721.1567523861861.1567602428021.34&__hsfp=1480354220&hsCtaTracking=7137849c-d7f4-4480-921c-b5f8f5a443b4%7C394ac71c-2d05-42a4-9f04-35e322bb8e23
https://cdn2.hubspot.net/hubfs/3390004/Marketing%20Assets/Landing%20Pages/LA_Making%20your%20savings%20last%20in%20retirement/The%20South%20African%E2%80%99s%20guide%20to%20making%20your%20savings%20last%20in%20retirement.pdf?utm_campaign=Monthly%20newsletters&utm_source=hs_email&utm_medium=email&utm_content=76268607&_hsenc=p2ANqtz-9PEUb2HlaB5d_0ckZM58Snuqc0YjWKuXH4uqeeRvO2k0JGQIsGGvqni3jeCs4LyX9TOX8ND0gjOBj0USds22c5VcvO5g&_hsmi=76268607
https://resources.10x.co.za/corporate/becoming-a-top-trustee?__hssc=175931517.4.1567602428021&__hstc=175931517.b67e653627e6a6e0fa7c919166bdd1c2.1563978066721.1567523861861.1567602428021.34&__hsfp=1480354220&hsCtaTracking=966208d3-60a8-4365-9fcc-1451453345e0%7Ce35288e2-346a-4a97-953c-23d211cce409

