
What is it?

An RA is the most tax-efficient retirement savings 
investment structure available to South African 

individuals. Think of it as a one-person 
pension fund.

Disclaimer:

All information and opinions provided are of a general nature and are not intended to address the circumstances of any particular individual or entity. We are not acting and do not purport to act in any 
way as an advisor or in a fiduciary capacity. No one should act upon such information or opinion without appropriate professional advice after a thorough examination of a particular situation. We endeav-
our to provide accurate and timely information, but we make no representation or warranty, express or implied, with respect to the correctness, accuracy or completeness of the information and opinions. 
We do not undertake to update, modify or amend the information on a frequent basis or to advise any person if such information subsequently becomes inaccurate. Any representation or opinion is 
provided for information purposes only. Bobats Insurance Brokers is an Authorised Financial Service Provider. FSP (#8201).
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Who is it for?   

         Individuals who wish to build up retirement 
savings in a secure and disciplined manner

	 •Employed	persons,	when	your	employer	
does not offer (or does not make 

contributions to) a retirement fund structure

RA contributions are
100% tax deductible
(receive up to 45% of
your contributions 
back as a tax refund 
every year)

No taxes on capital 
growth or income 
(rental income, 
dividends, interest) 
for the duration of 
the investment

Estate duty free 
(pay no taxes on the 
investment value 
upon death) 

Tax deductions on 
annual contributions 
are limited to the 
lesser of:
- 27.5% of your income
- R350 000 per annum

Limited liquidity 
(monies cannot be 
accessed before 
your age 55)

At retirement (after 
age 55), a maximum 
of one third of the 
investment value may 
be paid out in cash, 
subject to taxation 
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Check out Sterling Invest (our in-house investment manager) for more information 
regarding these model portfolios - www.sterling.za.com

Invest Across:

RetirementRetirement
AnnuitiesAnnuities

(RA’s)(RA’s)

Asset classesAsset classes 
(equities, property, 
fixed income, cash)

GeographiesGeographies 
(local, offshore
developed &
emerging markets)

Investment styles Investment styles 
(passively managed 
ETF’s, actively 
managed unit trusts 
or custom made 
portfolios)

10 15

Monthly 
Contributions 
(9%)

Investment 
return (60%)

Tax saving
(31%)

7 000 000

6 000 000

5 000 000

4 000 000

3 000 000

1000 000

2000 000

Bob’s RA progression over 30 years 

2 133 932
value added from RA tax savings
(31%of investment value) 2 133 932

4 163 306

595 604

Bobs’s RA investment value: 6 892 842

Total monthly contributions:
595 604

Local & Offshore 
Equities

Allocation

Offshore

Property

Percent Allocation Limits

75%

30%

25%

The key elements of 
Regulation 28 impose the 

following asset class & 
geographical allocation 

limits to your RA to ensure 
widespread diversification
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These 2 graphs dissect his RA’s 
portfolio	value	into	monthly	

contributions,	investment	returns	&	
tax	savings	over	the	30	year	period

Assumptions:
12% annualised return = 6% capital growth + 

3% property/interest income + 
3% dividend income

Tax rates = effective CGT rate (14%), dividend 
witholding tax rate (20%), marginal income 

tax rate (35%) 

Bob invests R 5 000 per month over the next 30 years into a diversified investment portfolio 
within an RA that generates an annualised return of 12% per annum. He increases this 

contribution by 5% every year over the 30 years .
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A living annuity is a tax-efficient investment structure that:

 • you invest into with at least 2/3rds of a matured retirement fund

 • pays you an ongoing income, funded by its underlying investment value

 • passes on to your beneficiaries, free from estate duty, upon death

Individuals invested into a retirement fund that want to mature it after age 55 and:

 • want to retain ownership of the underlying capital

 • want a Shariah-compliant post-retirement investment structure

 • don’t want to make use of a guaranteed annuity (insurance policy)

Who is it for?

Disclaimer:
All information and opinions provided are of a general nature and are not intended to address the circumstances of any particular individual or entity. We are not acting and do not purport to act in 
any way as an advisor or in a fiduciary capacity. No one should act upon such information or opinion without appropriate professional advice after a thorough examination of a particular situation. We 
endeavour to provide accurate and timely information, but we make no representation or warranty, express or implied, with respect to the correctness, accuracy or completeness of the information 
and opinions. We do not undertake to update, modify or amend the information on a frequent basis or to advise any person if such information subsequently becomes inaccurate. Any representation 
or opinion is provided for information purposes only. Bobats Insurance Brokers is an Authorised Financial Service Provider. FSP (#8201).

Living Living 
AnnuitiesAnnuities Investment

A living annuity (investment 
structure) allows more 

flexibility of ongoing income 
than a guaranteed annuity 

(insurance policy). The 
ongoing income you draw 

from a living annuity can be 
varied annually, based on your 

changing income needs and 
the underlying investments’ 

market values. This flexibility 
is not possible with a 

guaranteed annuity, in which 
the ongoing income level is 
fixed from policy inception

There are two notable risks 
associated with a living annuity:

 • You live longer than 
expected, resulting in your 
capital running out before 
death (longevity risk) 

 • The return on investment 
is lower than required 
to provide a sustainable 
ongoing income for life 
(return risk)

The following table can be used as a guide, in conjunction with proper financial advice, to 
determine the appropriate income drawdown level from a living annuity: 

The level of income you 
choose at inception of 

the living annuity is not 
guaranteed. You need 

to manage your ongoing 
income drawdown 

relative to the investment 
value and returns 

achieved, to ensure you 
do not deplete the capital 

too quickly

You must draw an 
ongoing income of 

between 2.5% and 17.5% 
per annum of the living 
annuity’s investment 

value. This ongoing 
income can be drawn 

monthly, quarterly, semi-
annually or annually

Apart from transfers 
in from retirement 

funds, no additional 
investment 

contributions are 
allowed into a living 

annuity

Your chosen ongoing 
income drawdown 

percentage and 
frequency can only 

be adjusted annually. 
These elections must be 
made before the policy 
anniversary date every 

year

Income tax is levied 
on ongoing income 

received from a living 
annuity at your marginal 

income tax rate 

You have wide 
investment choice 

within a living annuity. 
Regulation 28 (of 

the Pension Funds 
Act) investment 

restrictions do not 
apply. The underlying 

investment choice can 
be changed at any time 

after inception

There is no estate duty 
payable on the investment 

value of a living annuity 
upon death. Beneficiaries of 
a living annuity can elect to 
receive a lumpsum, ongoing 
income or a combination of 

both. Lumpsums received by 
beneficiaries are taxed per 

the retirement lump sum tax 
table of the deceased. Ongoing 
income drawn by beneficiaries 

is taxed at their individual 
marginal income tax rates
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Invest Across

 
Asset classes 
(equities, property, 
fixed income, cash)

Geographies Geographies
(local, offshore, developed 
& emerging markets) 

Investment styles
(passively managed ETF’s, 
actively managed unit 
trusts, individual shares or 
custom-made portfolios)

Check out Sterling Invest (our in-house investment manager) for more information regarding these investment options  
www.sterling.za.com

2.5% 5.0% 7.5% 10.0% 12.5%
2.5% 21 30 50 50 50

5.0% 11 14 19 50 50

7.5% 6 8 10 13 22
10.0% 4 5 6 7 9
12.5% 2 3 3 4 5
15.0% 1 1 2 2 2
17.5% 1 1 1 1 1

Years before your ongoing income will start to reduce (in today's money)
Investment return per annum (before inflation and after fees)
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Source:  ASISA Standard on Living Annuities  
Assumptions: The table assumes that you will adjust your selected ongoing income rate over time to maintain the same amount of real 
income at inception (allowing for inflation of 6% per annum). Once the number of years in the table above has been reached, your real 
income will diminish rapidly in the subsequent years

It is possible to switch 
a living annuity into a 
guaranteed annuity. 

However, it is not 
possible to do the 

reverse (switch from a 
guaranteed annuity to 

a living annuity)

There are substantial 
ongoing tax savings 
on returns generated 
from investments in 

a living annuity. There 
are no taxes payable 
on dividends, capital 
gains, rental income 
and interest income 

earned within a living 
annuity


