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Did you know the retirement age story? Otto van Bismark introduced the concept of retirement in 1889. At the time 

the retirement age was 70 (Bismark was 74 at the time, the average life expectancy in Prussia was 45). In 1916 the 

retirement age was changed to 65 – life expectancy was around 49. In America, in 1935, a social security system set 

retirement age at 65, at which time the average life expectancy was 62. 

Fast forward to 2015- life expectancy has moved to over 70 for more than 150 countries and over 65 for a further 20 

countries. While SA may not quite make the average high life expectancy levels, many are living to beyond 80. And 

retirement age? Well that still seems set at 65. Does this make sense?  

Retirement – as originally conceived, is a time when a person is no longer working or no longer earning an income 

but funds their living expenses from savings or a pension plan. When the retirement age was less than life 

expectancy, this wouldn’t have impacted too many people, and when it was close to retirement not that much was 

needed to fund a few years of living expenses. However, as living expenses now need to be funded for around 30 

years, the amount needed is far greater. This is a dramatic change, one that has not been accompanied by a change 

in the retirement age. Successful change requires adaptation. Our adaptation if retirement age is to not change is, too 

logically have sufficient retirement savings, something that has not been taken into account by many. It is a 

retirement problem, and it is a 21
st

 century retirement problem. Ronald King of PSG Wealth, made an observation to 

which I conquer, he says we cannot use 20
th

 century thinking to solve a 21
st

 century problem. A lot of planning is 

based on old, outdated ideas.  

Today, if you retire at age 65, stats show that either you or your partner have a 50% chance of living to age 95. A lot 

of us are not prepared for this. This is more than just financial preparation – it’s also about lifestyle preparation 

spanning nearly 30 years, what are you going to do?  
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Topping up pension funds with an 

RA can be very beneficial 

 
As part of the 2014 Sanlam Benchmark 
survey, all people retiring were compared to 
those who retired with income of more than 
R25k per month, says Karen Muller, Sanlam’s 
Personal Finance specialist. “One of the 
differences between these two groups were 
that for the retirees who were financially 
better off, 37% of them did not only rely on 
their employer’s retirement fund. But 
supplemented their retirement savings with a 
retirement annuity.” 

As a retiree from a pension fund, provident fund or retirement annuity, you have a choice of where to invest your 

money to provide you with an income at retirement. These are called annuities, you can choose either a life annuity or 

a living annuity.   

 

 

Using an annuity to fund retirement requires certain assumptions to be made. Ideally, the annuity would run to death 

only. However, this is an unknown date, the result is that in the case of a guaranteed life annuity an insurer takes the 

longevity risk, can conservatively result in lower rates being offered. In a living annuity, the annuitant/investor takes 

the risk of ensuring that the capital is not drawn too early. For example, if a living annuity is invested in a balanced 

fund that earns 11%, 6% needs to reinvested to keep pace with the inflation leaving 5% to be taken as an income. In 

general, for every R4000 needed in retirement, R1million needs to be invested. If you do this then you are addressing 

longevity and protecting your retirement. 
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