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June	2019	 saw	a	continuation	of	 the	 theme	of	 the	year	–	Volatility.	 	 It	 is	 a	word	 that	 seems	 to	have	been	used	 in	 every	 single
newsletter	 that	 we	 have	 written	 with	 good	 months	 followed	 by	 poor	 months	 and	 vice	 versa.	 	 Investors	 had	 a	 dreadful	 May
however	most	of	the	losses	were	recovered	in	the	current	month.
	
As	mentioned	in	last	month’s	commentary	we	tend	to	focus	on	the	local	news	but	often	local	happenings	have	less	of	an	impact
on	our	local	markets	that	what	we	feel	that	they	should	have.		A	large	proportion	of	investors	in	our	local	stock	and	bond	markets
are	foreigners	–	and	their	actions	are	driven	by	large	global	macroeconomic	events,	not	by	political	infighting	that	may	occur	in
our	 country.	 	A	good	example	of	how	 local	 and	 international	news	can	 impact	 is	 to	 look	at	 the	 impact	on	 the	markets	by	 two
different	events.
	
The	first	was	the	release	of	our	first	quarter	GDP	numbers	as	put	together	by	Stats	SA.		These	GDP	numbers,	released	at	the	start
of	the	month,	reflected	that	the	South	African	economy	had	contracted	by	3.2%.		This	was	significantly	below	all	predictions	and
indicates	 the	 troubled	 state	 of	 the	 South	 African	 economy.	 	 Whilst	 the	 Rand	 weakened	 a	 little	 on	 the	 day	 the	 stock	 market
shrugged	it	off	and	continued	higher.
	
The	comparable	event	 is	 the	US	Federal	Reserve’s	pronouncement	on	 interest	 rates.	 	 In	 their	June	meeting	 they	elected	 to	keep
rates	unchanged	but	gave	indication	that	they	will	consider	lowering	interest	rates	in	future.		This	caused	an	increase	in	investor
confidence	with	the	expectation	that	 the	“easy”	money	will	continue	and	investors	moved	back	into	riskier	assets,	 including	the
Rand	which	strengthened	and	reached	5-month	highs	at	the	end	of	the	month.
	
As	 already	mentioned,	 the	 JSE	 followed	 global	 stock	markets	 higher	 by	 ending	 5%	 higher.	 	 2019	 has	 been	 a	 great	 year	 for
investors	 with	 equity	markets	 delivering	 double	 digit	 returns	 in	 the	 first	 half	 of	 the	 year.	 	We	 do	 however	 anticipate	 that	 the
volatility	experienced	to	date	will	not	abate	with	ongoing	uncertainty	around	Trade	Wars,	Brexit,	Iran	Sanctions	and	other	global
events.
	
The	main	 bit	 of	 news	 to	 focus	 on	 locally	 though	 is	 the	 apparent	 split	within	 the	 ruling	 party.	 	 If	 individuals	within	 the	 party
cannot	agree	on	a	clear	way	forward	 then	it	will	be	difficult	 to	 turn	our	economy	around	in	 the	short	 term.	 	 It	appears	 that	not
everybody	is	worried	about	unemployment,	economic	growth	etc	but	rather	focus	has	turned	to	political	manoeuvres	which	we
can	only	 assume	may	be	 efforts	 to	 remain	 away	 from	 the	 risk	of	prosecution.	 	 If	 all	 our	politicians	 acted	 as	public	 servants	 as
opposed	to	placing	themselves	at	the	front	of	the	queue	our	country	will	turn	around	very	quickly.
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RETIREMENT	AGE
	
As	part	of	our	business	we	do	a	number	of	presentations	to	retirement	funds	and	to	individuals	around	the	country	focusing	on
retirement	 savings	 and	 all	 the	 associated	 discussions	 around	 that.	 	 The	 questions	 and	 feedback	 that	 we	 receive	 during	 these
sessions	give	us	an	idea	of	what	may	be	concerning	investors	and	people	saving	for	retirement	at	any	specific	point	in	time.	
	
Recently	 we	 have	 seen	 a	 greater	 focus	 on	 accumulated	 investment	 balances	 with	 the	 investors	 wanting	 to	 understand	 what	 it
means	for	their	own	retirement.		Unfortunately,	quite	a	large	number	of	South	Africans	just	don’t	save	enough	for	retirement	and
one	of	the	possible	solutions	that	we	need	to	provide	is	for	the	investor	to	continue	working	beyond	retirement	age.
	
In	this	month’s	Financial	View	we	look	at	the	concept	of	retirement	age	and	possible	options	available	to	the	individual.
	
Retirement	at	Age	65
	
Ask	the	majority	of	South	Africans	and	they	will	 tell	you	retirement	age	is	age	65.	 	When	you	reach	65	you	will	get	put	out	 to
greener	pastures,	hopefully	with	enough	savings	and	a	nice	gift	 to	 thank	you	 for	your	service	 to	 the	company.	 	But	what	 is	 so
special	about	age	65?
	
The	short	answer	–	nothing.	
	
The	first	proposed	massive	retirement	plan	is	attributed	to	Chancellor	Otto	von	Bismarck	of	Germany,	who	in	1881	proposed	that
workers	receive	a	state-funded	pension	at	age	70,	a	proposal	enacted	eight	years	later.		That	age	was	later	changed	during	World
War	I	to	65,	a	generous	concession	to	workers	given	that	age	65	was	still	beyond	the	life	expectancy	of	the	average	person	at	the
time.
	
Bismarck,	 known	 as	 a	 conservative	 political	 leader,	 wanted	 to	 defuse	 some	 of	 the	Marxist	 agitation	 exploding	 across	 Europe.
	Promising	workers	 retirement	 at	 the	end	of	 their	 labours	was	considered	a	 countermeasure	 to	 socialist	 critiques	of	 exploitative
capitalism.
	
The	average	 life	expectancy	 in	Europe	when	 the	 Iron	Chancellor’s	proposal	was	enacted	was	around	 the	age	of	40.	 	Bismarck
thus	knew	before	making	his	 “generous”	proposal	 that	 it	would	 cost	 very	 little	 as	 very	 few	people	would	 live	 long	 enough	 to
enjoy	a	state-funded	retirement.	
	
Over	a	100	years	later	there	is	now	not	a	single	geographic	region	with	an	average	life	expectancy	that	is	lower	than	what	it	was
in	 Europe	 in	 1890.	 	 In	 fact,	 life	 expectancies	 in	 Europe	 have	 subsequently	 doubled	 yet	 the	 concept	 of	 retirement	 at	 age	 65
remains	unchanged.
	

With	improvements	in	health	care	and	lifestyles	we	expect	the	trend	of	living	longer	to	continue.	 	How	much	longer	will	65	be
considered	an	old	age	to	retire	at?
	
Retirement	age	as	defined	in	an	Employment	Contract
	
If	 you	have	 signed	 an	 employment	 contract	 at	 your	 employer	which	defines	 the	 retirement	 age	 as	 a	 certain	 age	or	 linked	 to	 a
certain	event	 then	 through	 the	signature	of	 that	contract	you	have	already	agreed	at	what	age	you	will	 retire.	 	 In	 the	event	 that
you	are	needing	 to	work	beyond	 that	age	(to	accumulate	more	retirement	savings	or	 to	maintain	your	sanity)	 then	negotiations
would	need	to	be	entered	into	with	your	employer.		They	have	no	obligation	to	retain	you	on	beyond	the	agreed	retirement	age.
	
Retirement	age	in	terms	of	Retirement	Savings
	
Pension	and	provident	funds	have	a	defined	retirement	age	stipulated	in	them.		Previously	this	was	a	critical	age	as	membership
of	 the	 fund	ceased	at	 that	age	and	 the	 individual	was	 forced	 to	access	 their	 retirement	 savings.	 	Over	 the	 last	decade	 laws	have
changed	with	the	recent	Taxation	Laws	Amendment	Act	No	23	of	2018	(the	“TLAA”)	effectively	eliminating	all	restrictions	that
one	could	encounter	if	working	beyond	normal	retirement	age.
	
The	recent	TLAA	which	came	into	law	in	March	of	this	year	included	a	very	important	amendment	–	individuals	are	allowed	to
transfer	 their	 retirement	 interest	 into	a	pension	preservation	fund	or	provident	preservation	fund	(whichever	 is	applicable)	after
they	have	reached	retirement	age	but	before	actual	retirement	date.		
	
The	definition	of	“Retirement	Date”	states	that	a	member’s	retirement	date	will	be	the	date	on	which	he	or	she	elects	to	retire	in
terms	of	the	rules	of	their	fund	and	the	definition	of	“Retirement	Interest”,	in	turn,	refers	to	the	member’s	share	(of	the	fund	per
the	fund’s	rules)	on	the	date	on	which	“he	or	she	elects	to	retire”.
	
With	the	changes	to	the	Income	Tax	Act	individuals	are	no	longer	forced	or	required	to	access	 their	retirement	savings,	even	if
they	have	terminated	their	employment	with	the	employer.	 	Individuals	now	have	the	following	options	if	 leaving	an	employer
after	the	retirement	age	stipulated	in	the	rules	of	their	fund:
·								Remain	a	deferred	retiree	of	the	employer	pension	or	provident	fund;	or
·								Transfer	the	retirement	interest	to	a	retirement	annuity	fund;	or
·								Transfer	the	retirement	interest	to	a	pension	or	provident	preservation	fund.
	
These	 amendments	 now	 align	 retirement	 savings	 with	 the	 labour	 laws	 where	 the	 individual	 should	 be	 able	 to	 work	 /	 seek
employment	for	as	long	as	they	feel	that	they	are	able	to	work.
	
Conclusion
	
We	all	know	 that	average	 life	expectancies	are	 increasing	and	people	are	 living	 longer.	 	The	biggest	 issue	with	 living	 longer	 is
that	 you	 need	 to	 provide	 for	 more	 years	 in	 retirement,	 which	 in	 turn	 places	 a	 larger	 burden	 in	 saving	 to	 have	 enough	 for
retirement.		We	feel	that	we,	as	South	Africans,	need	to	accept	that	we	will	invariably	end	up	working	for	more	years	than	was	the
expectation	when	we	first	started	our	careers.
	
Fortunately	the	improvements	in	health	care	will	ensure	that	we	are	healthy	to	continue	working	those	extra	years…..
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Magwitch	Securities	is	a	Financial	Services	Broker	offering	the	following	products	as	a
comprehensive	financial	solution	to	both	individuals	and	businesses:

	
• Employee	Benefits • Retirement	Planning • Money	Market
• Medical	Aid • Investment	Planning • Investments
• Risk	Benefits • Estate	Planning • Treasury	Management
• Short	Term	Insurance • Foreign	Exchange • Trust	Administration
	
t:	011	453	3048 f:	011	453	0715 www.magwitch.co.za

	
Magwitch	Securities	Proprietary	Limited	is	an	authorised	financial	services	provider,
registered	with	the	Financial	Services	Board	-	FSP	number	26829

	
	
	
Disclaimer:	Although	every	 effort	 has	been	made	 to	 ensure	 the	 accuracy	of	 the	 content	of	 this	newsletter,	Magwitch	Securities
(Pty)	Ltd	 accepts	 no	 liability	 in	 respect	 of	 any	 errors	 or	 omissions	 contained	 herein.	The	 contents	 of	 this	 newsletter	 cannot	 be
construed	as	financial	advice	and	does	not	confer	any	rights	whatsoever,	enforceable	against	any	party	and	does	not	replace	any
legal	contract	or	policy	which	may	be	subject	to	terms	and	conditions.
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