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APPROACHING 
RETIREMENT:
WHAT YOU NEED TO KNOW

Do you retire from one or more of your retirement funds
(if you have more than one)?

When can you retire? 

What should you think about before deciding to retire?

Can you stagger your retirement?

What are your options when retiring?

Choosing to retire from your Nedgroup Investments Retirement Funds is independent of your 
membership to any other retirement fund.  

For example, you don’t have to retire from your employer retirement fund (or any other retirement 
fund that you are a member of ) in order to retire from your Nedgroup Investments Retirement 
Funds. And likewise, you can retire from your employer retirement fund (or any other retirement 
fund that you are a member of) and not retire from your Nedgroup Investments Retirement Funds. 

If you are a member of more than one Nedgroup Investments Retirement Funds, you can choose 
to retire from one and not the others. 

On turning 55 you are at the age when you can retire from your Nedgroup Investments Retirement 
Funds if you are ready to do so. “Nedgroup Investments Retirement Funds” means Nedgroup 
Investments Retirement Annuity Fund; Nedgroup Investments Pension Preservation Fund; and/or 
Nedgroup Investments Provident Preservation Fund.

Retirement is that point in your life when you start drawing an income from the money you have 
saved. The right time to retire depends on your personal circumstances and is an important choice 
that you will need to make.

Importantly, you don’t have to retire now from your Nedgroup Investments Retirement Funds 
because the longer you remain invested, the more time your money has to grow. Your investment 
will continue as is until you are ready to retire.

Do you have enough savings to retire and draw a sustainable income to meet your post-retirement 
living expenses? Remember to factor in inflation and expenses as well as the tax you will need to 
pay on your income.

You should plan for your savings to sustain you with an income that can last for your lifetime. 

It is strongly recommended to seek guidance from a financial adviser that is best suited to your 
unique circumstances and who will help you to make informed decisions.

If you have multiple investment accounts administered for you in one of the Nedgroup Investments 
Retirement Funds, you need not retire from all your accounts in that retirement fund at the same 
time. This option is subject to rules, and you will have to make enquiries at the time if staggered 
retirement is available to you.  

You can take a maximum of one-third of the retirement value as a cash lump sum. The balance 
must be invested in a financial product that pays you an income or “pension”. This financial product 
is called an annuity.
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There are exceptions to the one-third cash lump sum rule 

•	 You can take more than one-third of the retirement value as a cash lump sum if the investment 
or a portion thereof has “vested provident fund rights”. 

•	 You can also take the full retirement value as a cash lump sum if your investment value in the 
retirement fund (less any “vested provident fund rights”) is R247 500 or less.

What are vested provident fund rights?

•	 For members of the Nedgroup Investments Retirement Annuity and Pension Preservation 
Funds, vested provident fund rights means, subject to legislative requirements:

	 The value of an investment account in the Retirement Annuity or Pension Preservation Fund 
provided it is attributable to a transfer from a provident fund or provident preservation fund 
after 1 March 2021 and such transferred benefit is designated as a vested provident fund right 
(due to membership of the transferor provident fund or provident preservation fund on 1 March 
2021). 

•	 For members of the Nedgroup Investments Provident Preservation Fund, vested provident 
fund rights means, subject to legislative requirements:

a.	 The value of an investment account in the Provident Preservation Fund, provided that the 
investment account was already in administration under the Provident Preservation Fund 
on 1 March 2021; or

b.	 The value of an investment account in the Provident Preservation Fund provided it is 
attributable to a transfer from a provident fund or provident preservation fund after 1 March 
2021 and such transferred benefit is designated as a vested provident fund right (due to 
membership of the transferor provident fund or provident preservation fund on 1 March 
2021).

You do not have to take a cash lump sum and can invest the full retirement value in one or more 
annuities. 

Any amount taken as cash may be taxed and will also reduce the amount you have to invest in an 
annuity and the income you will receive in retirement from your annuity.

How much tax will you pay if you take a cash lump sum?

The amount of tax is determined according to a sliding scale. The first R500 000 is 
taxed at 0% but this tax-free amount will be less if you have previously withdrawn any 
of your retirement savings.

Taxable portion of cash lump sum Rate of tax

R0 - R500 000 0%

R500 001 - R700 000 18% of taxable amount above 
R500 000

R700 001 - R1 050 000 R36 000 + 27% of taxable amount 
above R700 000

R1 050 001 and above R130 500 + 36% of taxable 
amount above R1 050 000

Retirement Tax Table
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What is an annuity?

An annuity is the financial product that is purchased from an insurer with that portion of your retirement value that is not taken as a cash lump sum. 
Annuities are grouped into two broad categories: living annuities and guaranteed annuities. There are also annuities that are a combination of these two categories called hybrid annuities.

Living annuity

A living annuity pays a regular income in retirement that 
is based on a draw-down of your capital. The income is 
not guaranteed. 

If you choose a living annuity, you take  the responsibility 
of:

A living annuity is suitable if you: Risks of a living annuity:

•	 choosing the underlying investments;  

•	 choosing the level of income once a year                   
(within legal limits, currently between 2.5% and 17.5% 
of investment value);

•	 making sure your money lasts for your lifetime.

•	 want flexibility and control;

•	 can take investment risk because you want your 
savings to continue to grow over time (depending on 
the performance of the investments);

•	 want any money left when you die to be paid to your 
beneficiaries;

•	 can take longevity risk i.e. making sure your money lasts 
for your lifetime;

•	 want the option of transferring your investment to 
another insurer to purchase another living annuity or a 
guaranteed annuity at a later stage.

•	 you take the investment risk because the value of your 
investment is determined by the performance of the 
underlying investments that you have chosen; 

•	 you take the longevity risk because a reduced or poor 
investment performance may mean that you outlive 
your money;

•	 if the investment return is not higher than inflation you 
may not be able to maintain the buying power of your 
income;

•	 the value of your investment reduces with high income 
draw downs, and this increases the chances of your 
capital becoming depleted and you not being able to 
draw a sustainable income i.e., you run out of money.
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What is a guaranteed annuity?

A guaranteed annuity pays a guaranteed income for the rest of your life. There are different types of guaranteed annuities. You can choose income increases and income protection (to provide for a 
guaranteed income to continue to be paid to your spouse after your death). You do not take the investment or longevity risk. Depending on the income option you choose, you may take the risk of your 
income not keeping up with inflation.

A guaranteed annuity is suitable if you: Risks of a guaranteed annuity:

•	 do not want to take longevity risk and want an income that is guaranteed to be paid for 
the rest of your life; 

•	 do not mind that no money is paid out to your beneficiaries when you die (unless you 
purchased income protection);

•	 do not mind that there is no flexibility to transfer to another insurer to buy another 
annuity product;

•	 do not mind that you cannot change your income;

•	 want your spouse to get a guaranteed income for the rest of their life after your death i.e., 
you purchase income protection;

•	 do not want the responsibility of making investment decisions that could impact your 
income.

•	 you do not have the flexibility to change your income;

•	 your beneficiaries do not get a pay-out on your death, unless you purchased income 
protection to provide a guaranteed income for them (the cost of this guarantee will 
reduce your starting income);

•	 you cannot transfer your investment to another insurer at a later stage to purchase 
another living or guaranteed annuity;

•	 depending on the income option you choose, there is a risk of your income not keeping 
up with inflation.
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What if I struggle to choose an annuity option on 
retirement?

It is strongly recommended to seek guidance from a financial adviser that is best suited 
to your unique circumstances and who will help you to make informed decisions.

Pension fund regulations require all retirement funds to offer members - who are not 
comfortable to make their own annuity decision- an annuity option when they retire. This 
annuity option is referred to as a “default annuity strategy” or “default annuity”. 

Retiring members of the Nedgroup Investments Retirement Funds have the option (i.e. a 
member makes a voluntary choice) to opt into the default annuity that applies at the time 
of deciding their annuity option on retirement.
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NEDGROUP INVESTMENTS 
DEFAULT ANNUITY OPTION
There are many living annuity products available for you to choose 
from, at Nedgroup Investments we offer a default annuity option, 
as well as other options that may suit your needs.

The Nedgroup Investments Living Annuity 
(Nedgroup Investments Retirement Funds Default Annuity)

The default annuity option of the 
Nedgroup Investments Retirement Funds

The trustees of the Nedgroup Investments Retirement Funds have decided on the Nedgroup 
Investments Living Annuity (underwritten by Nedgroup Structured Life Limited) as their 
current default annuity option. The default annuity strategy is reviewed annually, and the 
default annuity option may therefore change from time to time.

The Nedgroup Investments Living Annuity is held in the name of the retiring member and the 
underlying investments are the following two collective investment scheme portfolios (unit trusts):

Information about these collective investment scheme portfolios and their performance is 
available on the Nedgroup Investments website www.nedgroupinvestments.co.za.

Nedgroup Investments 
Core Guarded Fund

50% 50%

Nedgroup Investments 
Core Diversified Fund

The trustees consider the default annuity option appropriate for members of the Nedgroup 
Investments Retirement Funds for the following reasons:

•	 As the member base consists of retail investors, the most appropriate annuity strategy is to use 
a living annuity investment vehicle. A living annuity allows members the flexibility of changing 
their investment portfolios when their circumstances change as well as the ability to transfer 
their retirement savings to another provider. 

•	 A 50/50 split between Nedgroup Investments Core Diversified and Nedgroup Investments 
Core Guarded Funds is appropriate for the member base. This is the typical asset allocation 
within living annuities and is aligned to a Human Capital model where an investor has around 
50% in growth assets and 50% in income assets. 

•	 Low-cost multi-asset unit trust portfolios (passive balanced funds) were selected from the 
Nedgroup Investments Core Range as these funds are aligned to the default regulations. They 
offer investors low overall costs, typically 1% lower than the average multi-asset unit trust 
portfolio. They also offer investors simplicity and transparency as their asset allocation and 
stock selection are determined by pre-defined rules and indices. This removes the complexity 
of manager selection for the end investor.
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How often can you change your 
income on your Default Annuity?
You can change your income once a year in the 
anniversary month i.e., the month you first purchased 
your annuity.

•	 Investment management fees

•	 Initial fees = 0%

•	 Annual fees = 0.57% (including VAT)

•	 There are no exit penalties

Should a member appoint a financial planner they may charge an initial and annual fee.

The table below shows the maximum income levels that a member can withdraw if they opt into 
the Nedgroup Investments Default Living Annuity. These are based on the values provided by the 
Financial Services Conduct Authority (FSCA) in their draft conduct standard dated 7 November 
2018. This table may be changed in future either by the FSCA, the trustees of the Nedgroup 
Investments Retirement Funds or any other relevant authority. Any changes to the table may 
result in the trustees having to reduce the elected drawdown percentage. Whilst the trustees will 
elect maximum drawdown rates to ensure income sustainability, they are not able to guarantee 
that the percentages below will last for the remainder of the annuitants’ life.

Fees associated with the Default Living Annuity

How much income can you take on retirement from your Default 
Living Annuity?

Age Male Female

55 to 59 4.5% 4.0%

60 to 64 5.0% 4.5%

65 to 69 5.5% 5.0%

70 to 74% 5.5% 5.0%

75 to 79 6.0% 5.5%

80 to 84 7.0% 6.0%

85 and older 8.0% 7.0%
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NEDGROUP INVESTMENTS 
PRODUCTS OFFERED AT 
RETIREMENT
Living Annuity
Living Annuity Plus
MyRetirement Solution

The Nedgroup Investments Living Annuity is a post-retirement investment product that:

•	 allows investors to re-invest accumulated retirement savings after retirement to receive 
an income;

•	 provides a retirement income for retired investors or their beneficiaries (after their 
death);

•	 targets further investment return after retirement;

•	 allows investors flexibility to select annuity income amount (subject to legal limits); and

•	 enables a death benefit to be paid to nominated beneficiaries.

Benefits

The Nedgroup Investments Living Annuity offers investors:

•	 access to a wide range of Nedgroup Investment local and offshore funds; and

•	 no causal event fees or penalties (on transfer to another provider).

Who should consider this investment?

The Nedgroup Investments Living Annuity is suitable for any investors who:

•	 want to select their annuity income amount in retirement; and

•	 want to choose from a range of underlying investments.

Nedgroup Investments Living Annuity

Minimum investment amount R125 000

•	 Investment management fees

•	 Initial fees = 0%

•	 Annual fees = 0.57% (including VAT)

•	 There are no exit penalties

Fees associated with the Default Living Annuity

8|



Nedgroup Investments Living Annuity Plus

Nedgroup Investments does not offer a guaranteed product but offers a hybrid annuity that combines the features of a guaranteed annuity and a living annuity. It provides the same flexibility that a living 
annuity does in terms of choosing your investments and income but helps your money last longer as it pays extra money into your annuity account on top of your investment returns. These extra payments 
are called top-ups. This top-up percentage increases with age.

With the Living Annuity Plus:

Like a living annuity, the Living Annuity Plus 
pays a regular income in retirement that is 
based on a draw-down of your capital. The 
income is not guaranteed.

If you choose the Living Annuity Plus, you take 
the responsibility of:

The Living Annuity Plus is suitable if you: Risks of the Living Annuity Plus:

•	 your income is not guaranteed for life, but it 
will last longer than a traditional living 
annuity; 

•	 you have the flexibility to choose your 
investments and once a year to choose your 
income (within legal limits, currently between 
2.5% and 17.5% of investment value); 

•	 you can leave a portion of your total savings 
left in your annuity when you die as an 
inheritance for your dependents; 

•	 based on the percentage you choose to 
leave as inheritance; we calculate the top-up 
amount that we will pay into your annuity 
account each month. There is a trade-off: the 
greater the percentage you leave for your 
dependents, the smaller your top-ups will be 
and the greater the risk that your income 
won’t last, and vice versa;

•	 You have the option to transfer your money 
out of the Living Annuity Plus and into either 
a similar annuity where you give up at least 
the same % on death, or into a life annuity.

•	 choosing the underlying investments; 

•	 choosing the level of income once a year                   
(within legal limits, currently between 2.5% 
and 17.5% of investment value);

•	 choosing the percentage of your savings 
that you leave as an inheritance;

•	 making sure your money lasts for your 
lifetime.

•	 want flexibility and control; 

•	 can take investment risk because you want 
your savings to continue to grow over time               
(depending on the performance of the 
investments);

•	 want to leave some inheritance to 
beneficiaries;

•	 want the comfort of earning extra ‘returns’ in 
the form of top-ups to help your income last 
longer;

•	 can take longevity risk i.e. making sure your 
money lasts for your lifetime.

•	 you take the investment risk because the 
value of your investment is determined by 
the performance of the underlying 
investments that you have chosen;

•	 although the top-ups help your money last 
longer, you still take the longevity risk 
because a reduced or poor investment 
performance may mean that you outlive your 
money;

•	 the value of your investment reduces with 
high income draw downs, and this increases 
the chances of your capital becoming 
depleted and you not being able to draw a 
sustainable income i.e., you run out of 
money.
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A free retirement coaching session

CLICK HERE TO LEAVE US YOUR DETAILS AND WE WILL CONTACT YOU.

Our retirement coaches can help you answer these questions. You can set up a no obligation, free 
session with a retirement coach if you are retiring in the next five years. In this session, your coach 
will ask for more information about your circumstances and generate a retirement plan tailored to 
your needs using our online retirement tool. You are also able to make changes to this plan and see 
the long-term impact.

Nedgroup Investments MyRetirement Solution:
Developed with Retirees

We developed the MyRetirement Solution together with South Africans from all walks of life who 
are approaching retirement, or who are already retired, incorporating their input, feedback and 
experiences. We chose the name MyRetirement Solution as it was co-created with retirees. It is 
suitable for anyone retiring in the next 5 years or less.

Retirement is often an exciting yet daunting time. It is something most look forward to for many 
years, but this is often dampened by the fear of not knowing what to do with your hard-earned 
savings and whether your savings will last. We can assist you by answering your questions and 
recommending the right options for your circumstances.

The typical questions that retirees want answered and that we will help you answer in the 
Nedgroup Investments MyRetirement Solution are:

Important retirement questions to ask

How much cash should I take when I retire?

How should I spend this cash?

What income can I safely take in retirement?

How long will this income last?

What happens to my retirement savings if markets are poor?

MyRetirement fees (based on inhouse coach default investment funds) when making 
use of the Nedgroup Investments Living Annuity or LA Plus

•	 Ongoing investment management:         			   0.57% incl VAT

•	 Ongoing advice fee (this is for a retirement coach and tool):	 0.29% incl VAT
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It is strongly recommended that you seek guidance from a licensed financial adviser that is best suited to your unique 
circumstances and who will help you to make informed decisions. 

There is also the option to set up a meeting with a retirement coach from the Nedgroup Investments MyRetirement 
solution who will help you make an informed decision. For more information click here.

As Nedgroup Investments cannot give you advice but can give you information, you can contact us on the details below:

Nedgroup Investments (Pty) Limited

Street Address:	 Nedbank Clocktower, Clocktower Precinct, V&A Waterfront, Cape Town, 8001
Postal Address:  	 PO Box 1510, Cape Town, 8000.

Telephone:	 0860 123 263 
Email: 		  clientservices@nedgroupinvestments.co.za

Who can you speak to?

Nedgroup Collective Investments (RF) Proprietary Limited administers the Nedgroup Investments unit trust portfolios and is authorised to do so as a manager in terms of the Collective Investment Schemes Control Act. 
Collective Investment Schemes (unit trusts) are generally medium to long-term investments. The value of participatory interests (units) or the investment may go down as well as up and past performance is not necessarily 
a guide to future performance. Nedgroup Investments does not guarantee the performance of your investment and the investor will carry the investment and market risk, which includes the possibility of losing capital. 
Collective Investment Schemes are traded at ruling prices and can engage in borrowing and scrip lending. A schedule of fees and charges and maximum commissions is available on request from Nedgroup Investments. 
Certain Nedgroup Investments unit trust portfolios apply a performance fee. For the Nedgroup Investments Flexible Income Fund and Nedgroup Investments Stable Fund, it is calculated daily as a percentage (the sharing 
rate) of total positive performance, with the high watermark principle applying. For the Nedgroup Investments Bravata World Wide Flexible Fund it is calculated monthly as a percentage (the sharing rate) of outperformance 
relative to the fund’s benchmark, with the high watermark principle applying. All performance fees are capped per portfolio over a rolling 12-month period. Certain Nedgroup Investments unit trust portfolios include 
international assets, whereby a change in the exchange rates may cause the value of those investments to rise and fall. The Nedgroup Investments money market portfolios aims to maintain a constant price (e.g. R1.00) per 
unit. A money market portfolio is not a bank deposit. The total return to the investor is made up of interest received and any gain or loss made on any particular instrument and that in most cases the return will merely have 
the effect of increasing or decreasing the daily yield, but in an extreme case it can have the effect of reducing the capital value of the portfolio. The yield is calculated using an annualised seven day rolling average as at the 
relevant dates provided for in the fund fact sheet. Excessive withdrawals from the portfolio may place the portfolio under liquidity pressures and that in such circumstances a process of ring-fencing of withdrawal instructions 
and managed pay-outs over time may be followed. A fund of funds is a portfolio that invests in portfolios of collective investment schemes, which levy their own charges, which could result in a higher fee structure for the 
fund of funds. A feeder fund is a portfolio that invests in a single portfolio of a collective investment scheme, which levy its own charges, which could result in a higher fee structure for the feeder fund.

Please note that Nedgroup Collective Investments (RF) Proprietary Limited is not authorised to and does not provide financial advice. This presentation is of a general nature and intended for information purposes only. It 
is not intended to address the circumstances of any investor and cannot be relied on as legal, tax or financial advice, either express or implied. Whilst we have taken all reasonable steps to ensure that the information in this 
document is accurate and current on an ongoing basis, Nedgroup Investments shall accept no responsibility or liability for any inaccuracies, errors or omissions relating to the information and topics covered in this 
presentation. Nedgroup Collective Investments (RF) Proprietary Limited is a member of the Association for Savings & Investment SA (ASISA).

Directors: I Ruggiero, NA Andrew, RC Williams
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