


Should it only be about 

retirement?

Developing a long term savings 

programme that serves the 

broader needs of South Africans



Let’s look at the facts

If choice = reduce pensionable pay & contributions 

Less than 5% of members  > 75% replacement ratio

Reform process has been halted

Less than 10% preserve when changing jobs

People don’t see retirement as their priority – mortality reality 

Trust is low: in financial services; in government  

IN SPITE OF YEARS OF PROMOTING A SINGULAR FOCUS 

ON RETIREMENT SAVINGS WE ARE NOT WINNING THE 

HEARTS AND MINDS OF MEMBERS 

 If given a choice, members maximise take home pay

 Less than 10% preserve

 Less than 5% reach a 75% replacement ratio

 About 30% don’t expect to see retirement at all

 Reforms halted 



Fragmentation is the root of the failure to deliver

What it takes to get it right

What people need



These critical insights led us to the following 
questions?

 Is it us, or them?

 We know that employee benefits provide effective conduit for 

personal savings & family protections, but do the employers & their 

members?

 Problem seems to rest with a singular focus on retirement savings as 

the central theme for long term savings

 Securing financial wellbeing is the goal – but how?



The priorities



Why investment in housing is important

 A savings priority

 Biggest default savings 

interventions

 Substantial retirement 

asset

 Contributes to financial 

wellness

 How can retirement funds be leveraged 

to improve housing investment by 

employees as an important part of the 

retirement package?



How employees earning R7 000 to R25 000 live

46%

38%

6%

5%

4%

own formal houses

rent formal accommodation

have shacks in an informal settlement

have formal or informal dwellings in backyards

have traditional dwellings often on tribal land

Source: Census 2011

Overall there is severe overcrowding



Housing Market segments

Subsidy Market Gap Market Affordable 

Market

Normal Market

Income <R3.5k

Price <R180k

Income R3.5k – R12.5k

Price R180k – R370k

Income R12.5k – R17.5k

Price R370k – R500k

Income >R17.5k

Price >R500k

Formal housing delivery

Incremental housing delivery

Subsidy housing 

delivery



How is housing financed?

Housing delivery Housing subsidies
Private housing

finance

Subsidy housing 

delivery

Government housing & 

basic services subsidy 

(40m² give away house)

 Personal savings

 Unsecured micro loans

Incremental 

housing delivery
No government subsidy

 Personal savings

 Unsecured loans 

 Pension backed 

loans

Formal 

housing delivery

FLISP sliding scale 

subsidy for incomes of 

up to R15k pm linked to 

mortgage loan

 Personal savings

 Mortgage backed 

loans



The priorities



Ability to cope with unforeseen expenditure

Source: Old Mutual Savings and Investment Monitor, July 2015



Ability to cope with unforeseen expenditure

Source: Old Mutual Savings and Investment Monitor, July 2015



The priorities



Your biggest bang for buck 

 Start investing in the early years of education as this would provide the 

greatest payoff

 Educational inequalities start as early as primary school

 2/3rds of children cited lack of fund as the main reason for not attending 

school





So what did the modelling reveal?



The priorities



Retirement funding



Dealing with emergencies

% of pay

Retirement 12.5%

Emergencies 10.0%

Target 

number of 

salaries = 6 

months



Housing

% of pay

Retirement 12.5%

Emergencies 10.0%

House 45.0%



Education

% of pay

Retirement 12.5%

Emergencies 10.0%

House 45.0%

Education 20.0%



Medical health during retirement

% of pay

Retirement 12.5%

Emergencies 10.0%

House 45.0%

Education 20.0%

Healthcare 3.1%



Risk benefits

 Benefit dependent

 Assumed 3%: basic 

death, disability & 

funeral cover

% of pay

Retirement 12.5%

Emergencies 10.0%

House 45.0%

Education 20.0%

Healthcare 3.1%

Risk benefits 3.0%



Total picture is scary

% of pay

Retirement 12.5%

Emergencies 10.0%

House 45.0%

Education 20.0%

Healthcare 3.1%

Risk benefits 3.0%

Total 86.6%



Clearly there is a problem

 Funding all priorities in full, at one time, is not typically possible for most

 Lifecycle theory provides some hope – sequencing helps manage the cost

 But it requires individuals to stay the course

 Which is difficult if the system does not meet immediate needs as well as 

long term needs – so individuals cash out!

 So who will help individuals stay on track?



Can we have it all?





What did we learn

46.2% lifetime contribution to 

approximately meet all objectives



Levers to lower the overall contribution

 Power of time

 Subsidisation



46% reduces to 36% starting 2 years earlier



Subsidisation

Removing education (subsidised at lower levels), the required 

contribution drops to 20%



The effect

Assuming a 30% total contribution is acceptable, subsidisation of 

education ranges from 60% to 9% & lower as salaries rise



A word about modelling




