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The 7 Biggest Retirement Mistakes South
Africans Make

Retirement should be one of the most rewarding stages of life.

After decades of hard work, many people look forward to having the freedom to spend more
time with family, pursue hobbies, travel, and enjoy the lifestyle they have worked so hard to
create.

Unfortunately, many South Africans make avoidable financial mistakes that can place
significant pressure on their retirement years.

The good news is that understanding these common pitfalls can help you avoid them and
improve your chances of achieving long-term financial security.

Here are seven of the biggest retirement mistakes South Africans make.

1. Starting Too Late

One of the most damaging mistakes is delaying retirement planning.

Many people believe they have plenty of time and postpone saving for retirement until their
forties or fifties.

The problem is that retirement planning relies heavily on compound growth.
The earlier you start investing, the longer your money has to grow.
Consider two investors:

o Investor A starts at age 25.
o Investor B starts at age 45.

Even if Investor B contributes significantly more each month, Investor A often accumulates
substantially more wealth simply because of time.

The earlier you start, the easier retirement planning becomes.
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2. Underestimating How Much Money You Need

Many people have no idea how much capital is required to generate a sustainable retirement
income.

They focus on accumulating a lump sum without understanding what that lump sum can
realistically provide in terms of monthly income.

A retirement portfolio must generate income while also keeping pace with inflation.

As a rough guideline, a retiree requiring R30,000 per month may need several million rand of
retirement capital, depending on their circumstances.

Without proper planning, many retirees discover too late that they have accumulated
insufficient capital.

3. Assuming Expenses Will Decrease After Retirement

This is one of the most common retirement myths. Many people assume they will spend far
less after retirement. In reality, spending patterns often change rather than decrease.

Retirees frequently spend more on:

Travel

Leisure activities
Family support
Medical expenses
Home improvements

Healthcare costs, in particular, tend to increase significantly with age.

Retirement planning should therefore be based on realistic future spending rather than
optimistic assumptions.
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4. Keeping Too Much Money in Cash

Many retirees feel comfortable keeping large portions of their savings in bank accounts, fixed
deposits, or money market investments.

While these investments provide stability, they often struggle to outperform inflation after tax
over long periods. The result is a gradual erosion of purchasing power.

Although cash plays an important role in a retirement portfolio, excessive exposure to cash
may increase the risk of running out of money later in retirement.

A diversified investment strategy is often more effective.

Real (actual) purchasing power with 3% inflation
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5. Drawing Too Much Income Too Soon

One of the biggest dangers facing retirees with living annuities is withdrawing income at an
unsustainable rate.

Many retirees increase their income to support their desired lifestyle without fully
appreciating the long-term impact.

Every rand withdrawn today is a rand no longer invested for future growth. Excessive
withdrawals can significantly reduce the lifespan of retirement capital.

A sustainable withdrawal strategy is essential for long-term success.

6. Ignoring Inflation
Inflation is one of the greatest threats to retirement security.

Even moderate inflation can dramatically reduce purchasing power over time.
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For example:

e R20,000 per month today may need to be more than R35,000 per month in ten years.
o Over twenty years, the required income could be substantially higher.

Many retirees focus on current income requirements while failing to consider future increases
in living costs.

Retirement investments should therefore be structured to provide both income and long-term
growth.

7. Failing to Have a Retirement Plan
Many South Africans have investments but do not have a retirement plan.
There is a significant difference.
An investment portfolio answers the question:
""Where is my money invested?"'
A retirement plan answers the question:
"Will my money last for the rest of my life?"
A comprehensive retirement plan should consider:
e Retirement age
e Income requirements
e Investment returns
e Inflation
e Tax implications
e Healthcare costs
o Estate planning objectives

e Longevity risk

Without a plan, it is difficult to know whether you are on track.
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The Common Theme

Most retirement mistakes are not caused by poor investment performance. They are caused
by poor planning.

The most successful retirees typically:
o Startearly.
e Save consistently.
e Invest appropriately.
o Manage risk carefully.

o Review their plans regularly.
o Seek professional guidance when necessary.

Final Thoughts

Retirement is one of the largest financial projects most people will ever undertake.

Avoiding these seven common mistakes can significantly improve your chances of achieving
financial independence and enjoying a comfortable retirement.

The earlier you identify potential problems, the more opportunity you have to correct them.

Retirement planning is not about predicting the future perfectly. It is about preparing for it as
effectively as possible.
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FinEd — Empowering Better Financial Decisions Through Education

This article is intended for educational purposes only and should not be construed as financial,
tax, accounting or legal advice. Professional advice should be obtained before implementing
any financial strategy.
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