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SAVING BUSINESS

ARE YOU SAVING ENOUGH? 
JACKIE CAMERON FINDS OUT 

HOW MUCH MONEY YOU SHOULD 
BE SETTING ASIDE TO ENSURE A 

COMFORTABLE RETIREMENT
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day
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f you want to be wealthy, or even 

just well off, you don’t have to pin 

your hopes on being named among 

the favourites in your rich spinster aunt’s 

will. Nor do you have to pick the lucky 

lottery numbers, or be the biggest earner 

in town. 

You can make your own good fortune. 

A few simple but committed steps can 

ensure your financial security and a life 

surrounded by creature comforts. 

Goals are essential for any winning 

strategy, so start by figuring out why you 

want to save and how much you’ll need. 

If you’re a young professional, you may 

be eyeing a new car or a deposit for your 

own home, so saving a cash lump sum  

is likely to be top of your list. 

If you’re at a later life stage, you’ll be 

saving to give yourself an income at a 

time you’re no longer working – and that 

day may come sooner than you think. 

You may decide you want to take more 

time to smell the proverbial roses after 

years of toiling away, or you could be 

nudged out of employment to make  

way for younger blood. Or, business 

could just be bad.

Regardless of your age or retirement 

intentions, you should always have 

money set aside to help you through 

unexpected tough times. 

PLANNING FOR  
THE FUTURE 
Think about what kind of lifestyle you 

would realistically like to have during  

your retirement, then estimate how much 

it will cost to pay for the basics (and then 

include the luxuries too). Johannesburg-

based financial adviser Brian Goodall of 

Investment Management Services has 

I crunched the numbers. He says that  

if you feel you’ll need R800 000 a year 

when you retire, your savings and invest- 

ment pot will have to be in the order of 

R20 million.

‘A good starting point for anyone is  

to ask whether they intend to die leaving 

little or no capital or whether they want 

to leave a legacy,’ says Goodall, who has 

written textbooks for financial advisors. 

If you want to leave assets for your 

beneficiaries, aim for a withdrawal rate  

of four percent on your capital, assuming 

income is reinvested.

Be wary of outliving your money. It  

is preferable to delay drawing on your 

pension for as long as possible. Holding 

off for the five years between 65 and  

70 gives your investments more time  

to grow, says Goodall.

On the other hand, Ian Beere, an 

award-winning financial planner at Netto 

Financial Services in Cape Town, says you 

should take care of your own financial 

well-being rather than worrying about 

whether your children will inherit. Of 

course, you should safeguard a regular 

income for them – for example, by having 

life cover – while they are dependent on 

you, but don’t obsess about what you’ll 

leave behind. ‘Look after yourself first.  

It won’t help your children if you aren’t 

financially independent,’ says Beere.  

TRIED-AND-TESTED 
FINANCIAL ADVICE
There’s a very simple secret to always 

having enough in savings and investments, 

says Beere. ‘Spend less than you earn.  

It sounds obvious, but it is a habit you 

should get into as soon as you start 

working and you should stick to it.’

Saving is like exercising, he reckons. 

You need to do it all the time or it won’t 

be a regular feature of your life. ‘Many 

people say they don’t earn a lot and think 

about saving later when they expect to 

have advanced to a bigger salary. But 

they tend to blow more money as their 

salary increases. Even if you start by 

saving only R100 a month, get into the 

habit,’ says Beere.

Sharman Williams of The Wealth 

Corporation in Durban has similar advice. 

‘Live within your means. People can get 

so caught up with the trappings and 

trimmings of affluence, they never achieve 

true wealth,’ she says, making reference 

to those who spend all their hard-earned 

money, and their overdraft facilities, on 

conspicuous consumption. 

‘Focus on real investments such as 

shares, bonds and income-producing 

properties. The earlier you create the 

savings discipline, the more comfortable 

your retirement years will be.’

GROW YOUR WEALTH
This doesn’t mean you have to immedi-

ately start pondering major investments 

or retirement plans that will place your 

money out of reach for decades. Begin 

by saving where you can access funds  

if you need to, and see how it feels to  

watch your money grow, advises Beere.  

If you’re in a committed relationship, 

consider saving one salary and living off 

the other. ‘This way you can get used to 

living off one income, so you don’t have  

to downgrade your lifestyle if you have 

children. You can also quickly build up  

a significant lump sum, which you can 

use for investments or to buy into a 

business,’ says Beere.
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Not only should you start saving  

as soon as possible, you should also  

keep saving throughout your working 

years. Financial advisors generally agree 

you should increase your savings as a 

percentage of your income as you get 

older. If you don’t have at least R1 million 

to R2 million in investable assets by the 

time you’re 50, start worrying.

Work on 10% in your twenties and aim 

for 15% of your monthly income in your 

annual increases, says Beere. ‘It’s a hassle 
to cancel automatic increases, so most 
people don’t. Suddenly you turn around 
and you have more money saved than 
you thought.’ 

He also says there’s a way to salvage 
the situation if you’re staring retirement  
in the face without a pension. ‘If you are 
proactive, you may be able to put some- 
thing together using your house and other 
assets.’ Still, expect to live modestly and 
rely on help from others. 

And don’t forget to invest in your 
relationship with your partner, says Beere. 
Divorce is a very costly business, and can 
wipe out savings. 

You need two of everything  
when you part company, so 
use some of your savings to 
keep nurturing a happy union. 

Cynical, but practical. 

There’s a very simple secret to always having 
enough in savings and investments. ‘Spend less 

than you earn. It sounds obvious, but it is a habit 
you should get into as soon as you start working 

and you should stick to it’

As a rule of thumb, you need  
a return of at least five percent in 

excess of inflation, says Alan Wood, 
head of Institutional Business at 

Investment Solutions.
The way to achieve this is to invest  
a large proportion of your money  
in growth assets, such as shares  

and property. If you invest in cash  
or money market instruments, 

inflation will eat away your savings 
in the long run, he adds.

MAKING YOUR 
MONEY WORK  

FOR YOU

thirties, increasing this amount to at least 
25% by the time you hit your fifties, says 
Goodall. At 60, if you haven’t been saving, 
you may have left it too late. 

‘If you’re comfortable, try to set aside 
something for medical expenses once you 
reach 80, unless you have a very good 
medical aid,’ is Goodall’s recommendation 
for individuals reaching retirement age.
Keep developing yourself professionally 
so you can stay in employment for longer 
if necessary. 

Alan Wood of Investment Solutions 
says: ‘Take a careful look at your skills and 
adapt these so that you remain relevant 
to the labour market and can continue 
working in your old age.’

If you wake up to the reality that you 
need to play catch-up with your savings, 
and you are still relatively young (say,  
in your thirties), implement automatic 


