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……As always we are here to assist you with any queries you may have, big or small …… 

 

Until our next newsletter 

 

Take Care 

 

    
    
    
    
    
     
 
Advantage or Disadvantage - you 

decide 

 

Legislation imposes the biggest 

inflexibility on RAs are that no 

withdrawals are allowed until 55. 

This enforces saving – some 

people see this as an advantage 

and others see it as a 

disadvantage. 

“Preservation is indeed a 

contentious topic, it prevents 

people from accessing their 

money, but it does preserve 

savings for retirement.” You have 

to decide what is more 

important. 

While there may be inflexibility 

in terms of access, unit trust RAs 

underlying investments are 

flexible, providing investors with 

a range of different underlying 

investment funds  and the 

flexibility to switch free of 

charge between investment 

funds. The important thing about 

retirement remains, that you 

need to continue to save 

regularly to be able to retire 

comfortably. 

Retirement annuities have various 

tax benefits that cannot be over 

looked: 

 

 Contributions to an RA are made 

from pre-tax money up to certain 

limits 

 RAs earn tax-free investment 

returns 

 RAs defer income tax to the post –

retirement phase – this is 

beneficial since the tax 

dispensation (income tax and 

medical scheme rebates) is 

significantly better for people 

post retirement  

 In addition, at retirement the 

client can get up to one third of 

the funds in the RA (the curiosity 

maximum is R500 000) tax free  

 Funds accumulated in a RA are 

exempt from estate duty and tax 

executor’s fees. In the event of 

death the beneficiary can either 

preserve these funds in his/her 

own RA for retirement later or buy 

an income product (like a life 

annuity or living annuity) and 

receive an income from this 

investment. 

 

The impact of Retirement reform  

The rules governing pension funds 

and RAs differ, retirement reform 

proposals are to see an alignment of 

these rules. “The intention is to 

create one, combined limit for all 

retirement provisions”.   

A key success factor  

 

 

 

A key success factor in your RA’s 

is using the correct asset an 

investing in the most appropriate 

investment funds for you. 

Financial advice plays a very 

important role. RAs typically 

charge administration fees, asset 

management fees and advice 

fees. Things to look out for 

include treatment of rebates or 

platform fees paid by the asset 

manager to the administrator. 

This is why it is so important to 

do reduction – in – yield 

comparisons, as this will show 

the extent to which the 

investment returns will be 

reduced until the maturity date 

of the investment product, 

taking all fees into account. The 

comparison must include the 

effect of loyalty bonuses plus 

pay back options if using an 

insurance based product. These 

products often disguise actual 

costs. An independent Financial 

Advisor can help you assess this. 

Retirement annuities have been 

used to save for retirement for 

many years. They have 

significant tax benefits and 

offer preservation 

opportunities.  


