
Gaining insights from the numbers
Member Watch focuses on the key stakeholders in the 
retirement journey – the members saving for retirement.

MEMBER WATCH™
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Disclaimer
Alexander Forbes has relied on the uracy and completeness of information made available when compiling this report. 
The accuracy of the facts or information supplied has not been independently verified except where expressly stated. 

Broad checks have been applied in determining the appropriateness of the data and the reasonability of the results. 
This analysis has been conducted on unaudited member data and any changes to the data made subsequent to the 
finalisation of this report may have an impact on the results disclosed in this report. 

This information is not advice nor is it intended as a personal recommendation, guidance or a proposal on the suitability of 
any financial product or course of action as defined in the Financial Advisory and Intermediary Services (FAIS) Act. While 
care has been taken to present correct information, Alexander Forbes and its directors, officers and employees take no 
responsibility for any actions taken based on this information, all of which require advice.

The information in this report belongs to Alexander Forbes. You may not copy, distribute or modify any part of this 
document without the express written permission of Alexander Forbes.

Alexander Forbes Financial Services (Pty) Ltd is a licensed financial services provider (FSP 1177 and  
registration number 1969/018487/07).
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1. Why Member Watch?

Millions of South African employees rely on the money saved in 
their employer’s retirement fund to provide them with an income 
in retirement. For many people, this is their only formal savings 
for retirement. Unfortunately, too often, this money is not enough 
to sustain them in retirement.

There are several factors that when combined, affect 
the income a member gets in retirement from a defined 
contribution fund. These are:

 ■ the overall level of contributions made to the fund
 ■ expenses deducted for risk benefits and administration costs
 ■ investment returns after fees
 ■ the portfolios that the member is invested in
 ■ how the member’s salary has progressed
 ■ how much is lost to non-preservation along the member’s 
saving journey

 ■ how much of the retirement savings is used to generate an 
income

 ■ how much pension each rand of savings can buy at retirement

Member Watch analyses membership activities and relates the 
behaviour back to the above factors. The effect of these factors 
on the expected income in retirement can be analysed and 
remedial action taken. Each of these factors needs to be given 
attention for the fund to be a success: where members are 
reaching a financially secure retirement.

How do funds measure themselves and see if they are  
a success?

Member Watch provides funds with industry and sector 
benchmarks and desired outcomes to compare their outcomes, 
such as replacement ratios. It’s also made available so that 
trustees and retirement fund custodians can use the research 
insights to inform their decision-making about:

 ■ the level of contributions being made to funds
 ■ group insurance benefits available to members
 ■ investment options available to members

It’s also used to encourage members to preserve their  
savings when they change jobs to improve members’  
pension outcomes.

The information in Member Watch is divided into economic 
sectors to help employers and trustees benchmark their benefit 
offering against employers in their sector.

Importantly, the information can also inform members of the 
amount they should be saving to reach a reasonable benefit  
in retirement.
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2. Who are the members?

Member Watch was introduced in 2006. The sample  
size has grown from 320 000 members belonging to  
460 employer clients in 2006 to over one million members 
belonging to over 2 500 employer clients at 31 March 2019.

Member Watch uses data from all the South African retirement 
funds that Alexander Forbes administers. This means that 
Member Watch has the biggest membership and employer 
groupings data sample of all the retirement fund surveys 
available in South Africa.

2.1 Economic sectors

This graph shows the proportion of fund members in each 
economic sector. This can help trustees, employers and 
management committees identify issues that the fund may be 
facing as a result of conditions within a particular sector grouping.

The largest sector with 22.5% of fund members is the retail, 
wholesale and hospitality sector, followed by 16.4% of fund 
members in the professional sector. Where funds or employers 
fall into more than one sector classification or none of the 
sectors, they are referred to as ‘unclassified’ in the graph.
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2.2 Age distribution

This graph presents the membership profile by age (compared 
with the 2018 Member Watch results and 2019 national 
population statistics)1. The age profile of the members in the 
Member Watch survey has remained stable since 2018. The 
age of the members ranges from 17 to 73 years old. The 
median age is 37, which means that half of the membership is 
below the age of 37.

2.3 Gender

This graph illustrates the proportion of members by gender.

There are more male than female members, which is consistent with the statistics published for people employed in the formal sector 
by Statistics South Africa in its Quarterly Labour Force Survey. The proportion of female members has increased by 17% since 2012 
from 39.3% to 46.0% in 2019. South Africa, like the rest of the world, aims to target a 50/50 workforce ratio and while we have a long 
road ahead of us, there are steps being taken to achieve this outcome.

1 Statistics South Africa. 2019. Mid-year Population Estimates (online).

About a quarter of all members are below the age of 30, which 
shows a significant influx of younger entrants. The young 
membership tends to have lower salaries, higher turnover 
and high average projected replacement ratios because most 
members still have most of their years of service ahead of 
them. However, later sections of Member Watch show that the 
outcomes for younger members are lower than expected.
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2.3.1 Portion of members by gender per sector
These graphs show the proportion of members by sector in 
2018 and 2019.

The proportion of members by industry has not changed 
significantly. The gender split per sector does vary quite a bit 
between sectors with the personal services sector having the 

highest proportion of female members at 63%.The personal 
services sector showed the highest increase in female 
membership by 4%. Even though female membership in the 
professional and business sector has increased by 1.3%, the 
proportion of females in managerial positions has not changed 
that much according to Statistics South Africa2.
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2.4 Projected pensions

2.4.1 Projected replacement ratios
The average projected replacement ratio is 40.5%. In 2012, the 
average replacement ratio was 41.6%. Only around 6% of the 
total membership can expect a replacement ratio above 75% of 
pensionable salary.

Member Watch only takes into account money invested in the 
fund. The outcomes for members may be better if they have 
preserved their retirement savings over their lifetime outside 
the fund. Low preservation rates, however, suggest that these 
savings are unlikely to be significant for most members.

The projection uses the actual fund credit and pensionable 
salary of members and also relies on a set of assumptions about 
future investment returns and inflation, as set out in section 11.

2.4.2 Projected replacement ratios by age
The graph below displays the distribution of projected 
replacement ratios for fund members by age.

The group aged between 20 and 30 includes members aged 
between 17 and 20 years.

Members aged 60 and above have the worst projected outcomes. 
Only 3.3% of those members have a projected replacement 
ratio of above 75%. For many older members, low projected 
replacement ratios are likely to be a result of insufficient 
contributions and not preserving when changing jobs.

A total of 55.5% of members aged between 20 and 30 are 
expected to have a replacement ratio below 60% of pensionable 
salary. This is likely to be because parameters like contribution 
rate towards retirement savings, normal retirement age and 
pensionable salary set by funds or employers are not sufficient 
for members to achieve a replacement ratio of 75% or more at 
retirement. Where flexible contribution rates are offered, it may 
be that employees (particularly younger employees) choose 
lower contribution rates to increase their take-home pay.
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3.1 Total contributions as a percentage of salaries

The graph shows the average total contribution (as a percentage 
of salaries) in 2012, 2018 and 2019.

The total average contribution paid into the fund from members 
and employers increased from 13.5% in 2012 to 14.2% in 
2019. This may be as a result of members being more aware of 
the importance of retirement savings.

Since March 2016 up to 27.5% of the member’s income could 
have been contributed to pension, provident and retirement 

Member contribution and employer contribution Proportion of member contribution and employer contribution 

Member contribution rate Member contribution rateEmployer contribution rate Employer contribution rate

3. Contributions

3.2 Member and employer contributions

The graph reveals the trends in average member and employer contributions in 2012, 2018 and 2019. 

The relative contribution between members and employers is almost the same as in the previous analysis. Members now contribute 
0.15% of salary more than they did in the 2012 analysis, which may be because members are becoming more educated about the 
importance of retirement savings.

annuity funds (capped at R350 000 a year) with before-tax 
money, which supports placing additional money into the fund.

Auto-escalation of contributions over time could be a way 
to increase contribution rates without affecting employees’ 
take-home pay. An increase of 0.25% each year since 2012 
at salary increase time would have led to a 1.75% of salary 
contribution rate increase by 2019. This would have led to an 
almost 10% improvement in expected retirement benefits for 
younger members.
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3.3 Allocation of contributions by sector

The total average contribution has increased in the last year. In the previous analysis, the professional business services had the 
lowest total average contribution of 11.5%, which has now decreased to 11.2%. The public services sector had the highest total 
average contribution of 23.03% in 2018 and 23.00% in 2019.

Sectors
Total average 
contribution

2015

Total average 
contribution

2018

Total average 
contribution

2019

Construction 13.7%

16.5%

13.9%

14.2%

15.4%

14.0%

11.2%

21.7%

14.7%

14.5%

–

14.5%

15.9%

13.5%

14.6%

15.0%

13.8%

11.5%

23.0%

14.5%

14.5%

14.7%

14.7%

15.2%

14.1%

14.5%

14.8%

14.0%

11.2%

23.0%

14.2%

14.7%

15.0%

Energy

Fishing, forestry and agriculture

Manufacturing
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Personal services

Professional and business services

Public services

Retail, wholesale and hospitality

Transport and telecommunication

Unclassified

The total average contributions as a percentage of 
salary for each sector in 2015, 2018 and 2019 are:
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The expected replacement ratio at retirement is shown below 
for a new member joining the fund at various ages, based on a 
contribution rate towards retirement savings of 9%, 11%, 13%, 
15% and 17%. This projection relies on the assumptions set 
out in section 11.

Many funds and employers target a replacement ratio of  
75%. The graphs on the next page show that a new member 
aged 20, contributing 17% of their pensionable salary towards 
retirement savings and planning to retire at the age of 60, 
will not be able to reach this target. The member will have a 
projected replacement ratio of 65%.

The second graph shows that a new member aged 20, 
contributing 17% of pensionable salary towards retirement 
savings and planning to retire at the age of 65 is on track to 
reach a replacement ratio of around 90%.

A new member aged 25 who plans to retire at age 65 
(remaining with the same employer during that time or 
preserving their retirement savings in full when changing jobs) 
will need to contribute 17% of pensionable salary towards 
retirement savings to achieve a replacement ratio of 75%.

3.5 Expected replacement ratio depending on contribution rate

3.4 Contributions – standalone and umbrella funds

The table reflects the average contribution in standalone and umbrella funds in 2018 and 2019. The average employer and member 
contribution is higher in standalone funds than in umbrella funds.

Standalone

Average employer 
contribution rate

Average member 
contribution rate

9.3% 5.5%

9.0% 4.3%

Average employer 
contribution rate

Average member 
contribution rate

9.2% 5.5%

9.0% 4.5%Umbrella

Standalone funds average contributions  
vs umbrella funds average contributions

Total average 
contribution

2018

Total average 
contribution

2019
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Members who join at older ages who have not preserved their 
retirement savings from previous funds can expect replacement 
ratios well below the 75% level. These members will have to 
increase their contributions towards retirement benefits or 
continue to work and contribute after the normal retirement age 
(if allowed) to achieve higher replacement ratios.

The average contribution rates towards retirement savings seen 
in this Member Watch analysis is not sufficient for members to 
receive a replacement ratio of 75%. Older fund members who 
have not preserved their funds when changing jobs in the past 
will need to contribute more than 17% to achieve a replacement 
ratio of 75%.

Expected replacement ratio at retirement age 60 for different contribution rates 
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4.1 Average expenses

The net contribution allocated to retirement savings is more important than the gross contribution. The net contribution is affected by 
the deductions for insured death, disability and other benefits, administration fees and other expenses. This table lists the average 
expenses as a percentage of salary for 2015, 2018 and 2019.

4. Expenses deducted for risk benefits and administration costs

Administration and other expenses

Death benefits

Disability benefit

Expenses for different fund sizes

Disability fee

Administration fee

Death fee

0.0%

0.2%

0.4%

0.6%

0.8%

1.0%

1.2%

1.6%

1.4%

Large

1.0%
1.1% 1.1%

1.2%

1.3% 1.3%

0.8%
0.9%

1.5%

Medium Small

4.2 Expenses by fund size

The graph below shows the average expenses for small (0–500 members), medium (500–2 000 members) and large funds 
(2 000 and more members).

1.0%

0.9%

2015

1.0%

1.0%
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1.09%

0.9%

2018
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4.3 Expenses by fund size

This table summarises the expenses in each sector as a percentage of pensionable salary for 2018.

Sectors

Total average 
contribution

2018

Construction 1.1%

1.8%

1.2%

1.3%

1.1%

1.0%

0.8%

1.5%

0.9%

1.0%

1.3%

2.1%

1.9%

1.4%

1.3%

1.3%

1.3%

1.0%

1.0%

1.9%

1.2%

1.2%

0.8%

0.9%

1.0%

0.9%

1.1%

0.9%

0.7%

0.8%

0.9%

0.8%

0.8%

Energy

Fishing, forestry and agriculture

Manufacturing

Mining

Personal services

Professional and business services

Public services

Retail, wholesale and hospitality

Transport and telecommunication

Unclassified

Administration and  
other expenses

Insured death 
benefit

Insured disability 
benefit
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 This table summarises the expenses in each sector as a percentage of pensionable salary for 2019.

Sectors

Total average 
contribution

2019

Construction 1.1%

1.5%

1.1%

1.1%

1.0%

0.8%

0.8%

1.5%

0.8%

1.0%

1.3%

2.1%

1.9%

1.4%

1.2%

1.3%

1.3%

1.0%

1.5%

1.2%

1.2%

1.2%

0.9%

0.8%

1.0%

1.0%

1.1%

1.1%

0.7%

1.1%

0.9%

0.9%

0.8%

Energy

Fishing, forestry and agriculture

Manufacturing

Mining

Personal services

Professional and business services

Public services

Retail, wholesale and hospitality

Transport and telecommunication

Unclassified

Administration and  
other expenses

Insured death 
benefit

Insured disability 
benefit
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4.4 Risk benefits offered

4.4.1 Death benefits
This graph shows the average death benefit insured through the 
fund as a multiple of salary. Most members are not entitled to 
receive any insured death benefit. It may be that these members 
are covered by employer-owned policies outside the fund.

Most fund members with an insured death benefit are insured 
for approximately two times annual salary. The average insured 
lump sum death benefit (where the fund provides such 
benefits) was 1.94 times annual salary. This is a slight increase 
from the 2018 analysis where it was 1.86 times annual salary.

These results only include in-fund death benefits. Many 
employers may provide death benefits in separate standalone 
group schemes. A majority of fund’s members are not entitled 
to receive any insured death benefit at all, other than their fund 
credit. Individuals can also take out life cover in their personal 
capacity. Such benefits are not included in this analysis.

4.4.2 Average insured death benefit offered in each sector
The insured death benefit as a multiple of salary varies between the different sectors.
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60%

50%

53.9%

7.9%

17.5%

13.3%

4.7%
2.7%

40%

30%

20%

10%

0%

0 1 2 3 4 5+

Insured death benefit as a multiple of salary

Insured death benefit - Average per sector

Construction 2.4

2.3

2.2

1.8

2.4

3.0

1.5

1.5

0.8

1.2

1.2Fishing, forestry and agriculture

Manufacturing

Mining

Personal services

Professional and business services

Public services

Retail, wholesale and hospitality

Transport and telecommunication

Unclassified

Energy

0.0 0.5 1.0 1.5 2.0 3.52.5 3.0

Po
rt

io
n 

of
 fu

nd
 m

em
be

rs

Multiple of salary



ALEXANDER FORBES

16 

5.1 Members not invested in the default

Many funds allow members to opt out of the default investment model and choose their own investment portfolios from a range 
offered by the fund.

The overall number of members who are not invested in the fund’s default has ranged from 24.4% in 2012 to 10.9% in 2019. The 
proportion of members who were not invested in the default portfolio in the past seven years is shown in this graph.

5.2 Switching

In any particular year, very few members make active investment choices. Less than one per cent of the fund members surveyed 
made switches during the year-ended 31 March 2019. During 1 April 2018 to 31 March 2019, 4 949 members made 7 616 switch 
transactions, this is a significant decrease from the number of switches from 2018. A total of 73.33% of members who switched 
portfolios made one switch, while 14% of members who switched portfolios made two switches.

5. Investment returns and the portfolios that the member is invested in

Proportion of members not in the fund's default portfolios
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5.3 Distribution of all investments

Overall 34.6% of the fund assets are invested in a high-risk 
portfolio and 31.8% are invested in a medium-risk to high-risk 
portfolio.

This graph below illustrates the distribution of investment 
risk, by age, according to the risk ranking of a member’s 
investment portfolio. 

In 2019, most members under 55 remained fairly aggressively 
invested, but more than 10% chose a portfolio with no equity 
exposure. About 40% of members chose portfolios with less 
than 50% exposure to equities. It is important for members with 
a long-term investment horizon to invest in sufficient equities, 
since these are expected to outperform bonds and cash over 

the longer term and will be a critical contributor to a member’s 
retirement benefit. The compounding effect of a few percentage 
points return over a 40-year lifetime can result in as much as a 
50% higher benefit at retirement.

Almost 80% of members between the age of 20 and 30 are 
invested in medium-risk to high-risk portfolios, which is sensible 
since they are 30 or more years away from retirement.
Almost 30% of members above the age of 60 are invested in 
medium-risk to high-risk portfolios. This shows the preference 
that members (especially those with higher fund credits) have 
for investing in living annuities when they retire and typically 
staying invested in a higher risk portfolio for longer. 

Investment distribution across different age groups
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5.4 When members exercise investment choice

Investment portfolios are shown below by age when members exercise investment choice.

More members aged 55 and above are invested in high-risk assets than members aged 30 to 50. This could be a function of the 
preference for living annuities at retirement, especially by those with higher fund credits, which typically would result in a higher risk 
portfolio for longer.

We would also expect to see a decline in riskiness for members exercising their own choice with age, but that is not the case.

Investment portfolio distribution of members exercising choice
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6. How the member’s salary has progressed

Contributions are based on salary. They increase when the 
member’s salary increases but it’s important to consider 
investment returns as well. These need to keep pace with salary 
growth to maintain the same replacement ratio; otherwise, past 
savings may not be sufficient to finance the increased pension 
income target based on the new living standard.

Pensionable salary determines contributions to the fund and 
therefore retirement savings, as well as the risk benefits insured. 
Pensionable salary is usually a percentage of the member’s total 
income, decided by the employer’s practice or contract. Benefit 
and projection statements are based on pensionable salary, 
so it’s important when doing retirement planning to look at the 
member’s total salary to avoid any unexpected gaps.

Alexander Forbes has done research into salary increases and 
other salary trends. 

Salary growth includes a cost-of-living inflationary increase 
given by employers to their employees, which is closely linked 
to consumer price inflation (CPI).

6.1 Inflation rate

This graph reflects the inflation rate in South Africa for the past 
11 years.

The figures below from Statistics South Africa were used as the 
inflation component of salary increases for the past 11 years.
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R
et

ur
n 

(p
.a

.)

12%

10%

8%

6%

4%

2%

0%
2008

11.0%

7.1%

4.3% 4.6%
5.0%

5.6% 5.8% 6.1% 6.3%

5.3%
4.6% 4.4%

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019



ALEXANDER FORBES

20 

6.2 Salary increases

Merit increases are typically given to people on promotions, 
or as higher than average salary increases with no promotion. 
We can calculate merit increases by considering the higher 
increase given to employees who are getting promoted and 
spreading this figure over the average duration or gap between 
the promotions.

The table lists merit increases in pensionable salary above 
inflation across different age groups for the past eight years. 

Age 
band
20–25

30–35

40–45

50–55

25–30

35–40

45–50

55–60

60–65

Real
increase 

2011

Real
increase 

2015

Real
increase 

2013

Real
increase 

2017

Real
increase 

2012

Real
increase 

2016

Real
increase 

2014

Real
increase 

2018

9.4

7.2

6.1

5.4

4.8

3.8

3.2

3.4

2.4

12.0

8.2

5.7

4.6

3.7

3.3

2.7

2.3

1.8

11.0

7.9

6.4

6.8

6.1

5.7

5.7

4.9

5.7

12.4

8.1

5.6

4.4

3.6

3.1

2.6

2.4

1.9

10.8

8.7

6.3

4.8

3.9

3.2

2.9

2.4

1.9

8.6

7.3

5.1

3.9

2.9

2.3

2.1

1.5

1.2

9.1

7.7

5.7

4.5

3.7

3.2

2.8

2.4

2.0

11.2

3.9

8.4

3.2

6.0

2.9

4.6

2.5

2.1

Pensionable salary is a percentage of total income as defined in 
employment contracts and can vary greatly between employers.

From age 55 onwards, the general trend decreases. Members 
in this age group tend to receive incentives in other forms, 
such as shares in the company, rather than increases to 
pensionable salary. 
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6.3 Salary distribution

Salary distribution by gender
In 2010 more than 85% of females earned less than R240 000, 
the portion of males in the same category is 29% less than 
females. Total membership with a pensionable salary greater 
than R960 000 are less than 2%. There are five times as many 
males in this salary band than females.

In contrast, in 2019 the proportion of females earning less than 
R240 000 has decreased by 18.6% in the last 9 years.

The proportion of males and females earning less than R240 000 
is almost the same. There is a significant increase in the portion 
of both male and female who earn more than R240 000.

Approximately 6% of the members earned more than  
R960 000, which is 3 times more than 9 years ago. There are 
twice as many males in this salary band than females.

The portion of women in higher earning positions has increased 
over the period. This may be a result of females furthering their 
education as well as an environment which encourages diversity 
and equality in the workplace.

The portion of women earning R960 000 and more is 7 times 
more than what it was in 2010. In 2008 women held 12.6% 
of directorship positions in JSE listed companies, which then 
increased by 6.5% 9 years later, with women holding 19.1% of 
directorship positions in 20173. 

According to the King IV Report on Corporate Governance for 
South Africa, a board of directors of a company needs to be 
as diverse as possible. This allows for a substantial change 
in the dynamics of the boardroom with an optimal mix of 
skills, experience and expertise, which in turn brings a range 
of different insights and methods to achieve the businesses’ 
objectives in the most effective way.

According to World Economic Forum’s 2018 Global Gender 
Gap Report, South Africa was the nineteenth most equal paying 
country out of the 149 countries that were included in the survey.

3 BWASA South African Women in Leadership Census 2017

Salary per annum
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 2019 Female 0.7% 16.7% 22.3% 26.8% 22.8% 8.9% 1.8%

 2019 Male 0.5% 15.4% 23.2% 25.0% 19.7% 12.1% 4.1%

 2010 Female 3.4% 24.2% 28.5% 29.1% 12.2% 2.4% 0.3%

 2010 Male 3.1% 28.2% 24.6% 21.8% 15.7% 5.4% 1.3%

35%

30%

25%

20%

15%

10%

5%

0%

Salary distribution



ALEXANDER FORBES

22 

7. How much is lost to non-preservation along the member’s savings journey

Low preservation rates are one of the biggest reasons for replacement ratios being lower than the target. Regulations such as, default 
preservation rules that will automatically allow the retirement savings to be made paid up in the fund when a member leaves their 
employer and doesn’t make a payment election, have been put in place to assist with low preservation rates.

7.1 Exit rates

7.1.1 All exits
In the year to 31 March 2019, approximately 134 000 members left the funds surveyed. Of these, 103 700 were resignations, 
retrenchments or dismissals, 7 230 were retirements and 3 400 were deaths. The remainder exits were transfers to the new 
employers’ fund.

The average exit rates observed over the year-ending 31 March 2019 are summarised as follows:
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7.1.2 Resignations or dismissals by age
The average exit rates for the year to 31 March 2019 are shown 
in this graph.

Exit rates have decreased since 2018 in the number of 
resignations. The rate of exits declines as members get older. Most 
exits are between the ages of 20 to 30 years. There were similar 
findings in the previous analysis and general industry research.

7.2 Preservation rates

This section analyses the proportion of members who preserved 
their withdrawal benefits (excluding transfers) rather than taking 
the benefits in cash.

Preservation rates are calculated for those members who 
resigned, were retrenched or dismissed by their employer. 
Preservation rates are calculated on benefits actually paid.
This means that members who left before 1 April 2019 but 
received their benefit afterwards were not included in the 
calculation of the preservation rate.

Even after age 55, approximately 4.1% of members resigned 
instead of retired, which may have a significant tax implication 
for them. This may be as a result of pension fund members 
choosing to resign rather than retire to take their full benefit in 
cash.

The turnover observed has decreased since the previous analysis.

Preservation rates exclude members paid in terms of a section 
14 transfer, since these members did not have the option to take 
their benefit in cash.

The number of members preserving has decreased from 11.5% 
in 2012 to 8.8% in 2019. The proportion of assets preserved has 
also decreased from 50.6% in 2012 to 48.4% in 2019.

Preservation rate (number of members)

11.5%

2012

8.7%

2018

8.8%

2019

Preservation rate (by assets)

50.6%

2012

48.8%

2018

48.4%

2019

30%

20%

10%

0%

18–25 25–30 30–35 35–40 40–45 45–50 50–55 55–60 60–65 65+

Exit types FY2019

2018 Exit rate 

2019 Exit rate

Age band



ALEXANDER FORBES

24 

7.2.1 Preservation by age
The graphs below show the preservation rate at different 
age groups by number of members and proportion of  
assets preserved.

Preservation rates increase with age. This may be due to 
members becoming aware of the importance of preserving their 
benefits until retirement.

Preservation rates have decreased slightly for the members 
between 18 and 30 by an average of 0.4% when compared to the 
previous analysis. Preservation rates for members who are 65 and 
above has increased by 1.8%.

Low preservation rates are one of the main reasons for 
replacement ratios being lower than the target replacement ratio, 
between 75% and 100% of pensionable salary.
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7.2.2 Preservation by asset size
One of the most common reasons given by members for not 
preserving their benefits is that their fund credit is too low to 
warrant the trouble and expense of a preservation fund. A total of 
61% of those who chose not to preserve any of their benefits had 
a benefit of between R0 and R25 000.

However, the other 37% of non-preserving members had already 
accumulated a significant benefit but chose not to preserve. 
Individuals should be made aware of the longer-term impact of 
not preserving even relatively modest amounts at younger ages 
because of the power of compounding.

Proportion of members taking cash withdrawals 
at different benefit categories

61.5%

0.8%

R0 – R25 000 R25 000 – 
R660 000

R660 000 –
R990 000

R990 000+

37.6%

0.6%

7.2.3 Tax paid on benefit payments
This table summarises the amount of tax 
payable when members withdraw their 
retirement savings before retirement.

18% of taxable income 
above R25 000

R203 400+ 36% of taxable 
income above R990 000

0%

R114 300+ 27% of taxable 
income above R660 000

Tax
rate

R25 000 – R660 000

R990 000+

R0 – R25 000

R660 000 – R990 000

Benefit 
category
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7.2.4 Preservation by sector
The energy sector had the highest preservation rate in 2019 with 19.6% of members preserving. The retail, wholesale and hospitality 
sector had the lowest preservation rate with only 3.9% of members preserving. The energy sector had the highest proportion of fund 
members who had access to financial advice.

Preservation rate
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Predictive analytics tools used on the Member Watch data have identified five key factors that affect the level of preservation. 

These factors are:

The higher the fund credit at exit, the higher 
the probability of the member preserving their 
retirement savings. This affects the amount of tax 
that will be paid, which acts as a disincentive for 
members to take their benefit in cash. Fund credit 
size is also correlated to the length of pensionable 
service and salary. Other factors include the 
monthly pension that members can buy with the 
retirement lump sum. If members feel that the 
monthly pension they can buy at retirement is too 
low, they are more likely not to preserve.

The exit type also has an impact of the likelihood 
of preservation. The data shows that the highest 
rates of non-preservation are on resignation and 
early retirement. The reason for the exit is also 
often correlated with the member’s financial 
situation. Members without emergency savings 
or who are highly indebted are more likely to take 
their retirement savings in cash.

Some industries have a higher average 
preservation rate than other sectors. Industries 
with high turnover rates and very high 
resignations tend to have very low preservation 
rates. The level of financial literacy within the 
industry is also a factor.

For example, in the retail sector where people 
change jobs more frequently and there are more 
contract workers, the members are more likely to 
take their benefit in cash.

Access to financial advice has a significant 
impact on the level of preservation. Members 
who have access to financial advice have higher 
preservation rates.

The analysis shows that when members can 
preserve in a fund-supported preservation solution 
that is easy to access and institutionally priced, 
the preservation rate is higher.

Size of the fund credit Exit type

Industry sector

Access to financial advice

Whether the fund offers a 
preservation solution
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7.3 Recommendations

The default regulations aim to improve outcomes for members 
by ensuring they get good value for their savings and retire 
comfortably. The regulations require funds to implement:
■ default investment portfolios
■ default preservation rules
■ an annuity strategy
■ retirement benefits counselling

To encourage preservation, the default regulation requires funds 
to offer a default in-fund preservation which allows members to 
leave their retirement savings in the fund when they:
■ leave the employer; and
■ the member does not elect how the benefit should be paid

The following interventions are recommended to assist 
members in decision-making:

1   Show members the impact of the decisions they make.
The Alexander Forbes Preservation Pro tool allows 
members to see the long-term effect of their decisions 
when withdrawing. The tool shows people the benefit they 
forgo at retirement when they take their fund credit in cash 
when withdrawing from the fund. The tool also shows the 
additional contributions that will be needed and how much 
later the member will have to retire if they want to achieve 
the same level of income in retirement that they would have 
received if they had decided to preserve.

8.1 Retirement age

The average age of retirees in the 2019 Member Watch was 
61.49 years. However, the average normal retirement age of the 
members was 63, which is an increase from 60.09 in 2012. The 
actual retirement age has increased by 1.40 years since 2012, 
which may be because most members reaching age 60 are not 
yet ready to retire as a result of insufficient retirement savings. 

On average, members are retiring around two years earlier than 
their normal retirement age. Evidence suggests that people who 
work later are least likely to die early.4 People who retire earlier 
often report that they feel in poorer health and view their job loss 
in a similar way to people who have been retrenched. However, 
continuing to work can severely damage the health of those in 
physically demanding jobs. For this reason, it’s important to note 
that certain jobs do not lend themselves to later retirement.

Higher actual retirement ages coupled with increasing life 
expectancies and the increasing cost of retirement provide strong 
motivation for employers to consider increasing their normal 
retirement age. 

2    Make financial education more accessible for members
through an employee assistance programme.

3   Availability of in-fund preservation. Exiting members now
have the option of in-fund preservation.

4   As per regulation, retirement benefit counselling must be
made available to members:

■ before their benefits are taken in cash or transferred

■  at least three months before members’ normal
retirement date

Preservation options are unlikely to succeed if the underlying 
issues that people face like reducing debt, managing monthly 
and unforeseen expenses and increasing their savings rate 
are not addressed. A financial well-being programme may be 
needed to achieve these objectives.

In addition to these interventions, Alexander Forbes is able to 
perform an analysis for an employer to identify the financial stress 
levels and related behaviours and their impact on payrolls.

8. How much of the retirement savings is used to generate an income

When considering whether or not to increase normal retirement 
ages, the following points become important:

■  Depending on the industry and, in particular, where
intellectual and people skills are required, people can add
value well beyond age 60, 65 and even beyond age 70.
Extending the retirement age retains the knowledge and
experience in the business.

■  A global comparison of retirement ages and youth
unemployment rates5 shows that there is no relationship
between the two.

■  When the employer is considering the retirement age,
different retirement ages could be considered for different
groups of workers. Other elements of the benefits package
would also need to be changed to make sure that each group
receives an appropriate package.

Extra time in employment could potentially be the saving grace, 
not only for the employee who now has extra time to save from 
income while in employment, but the entire family unit that 
relies on the ongoing monthly income and may potentially be 
dependent on the income in retirement.

4 Bellaby, P. 2006. Can they carry on working? Later retirement, health and social inequality in an aging population. International Journal of Health Sciences, Volume 36, Issue 1, pp. 1–23.

5 Bellaby, P. 2006. Can they carry on working? Later retirement, health and social inequality in an aging population. International Journal of Health Sciences, Volume 36, Issue 1, pp. 1–23.
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8.2 Retirement age in each sector

Actual and normal retirement ages are shown below across 
the sectors.

Almost 62% of the members work in sectors where jobs are 
physically demanding. Since December 2012 the actual 
retirement age has always been lower than the normal retirement 
age in these sectors.

Across all industries, members are retiring far earlier than their 
fund’s stipulated normal retirement age. The greatest difference 
is in the fishing, forestry and agriculture sector, where the average 
normal retirement age is 64.02 but members tend to retire at the 
age of 60.75, three years earlier on average.

Actual and normal retirement age in each sector
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8.3 Replacement ratio and pensionable service

Members with long service (30 years or more) can expect higher benefits at retirement. A total of 53% of members with 35 years’ service 
or more achieved a replacement ratio of 60% or more.

However, a number of retirees with long service achieved low replacement ratios, which means that the fund design may not be 
appropriate or that those people did not preserve when they changed jobs in the past.

Length of pensionable service vs actual replacement ratio

60%–80%

100%

80%

70%

60%

50%

40%

30%

20%

10%

0%
0–5 5–10 10-15 15–20 20–25 25–30 30–35 35+

90%

80%–100%

20%–40%

40%–60%

0–20%

Po
rt

io
n 

of
 m

em
be

rs

Replacement ratio

Number of years of pensionable service 



MEMBER WATCHTM

 31

8.4 Actual replacement ratios

The 2019 Member Watch analysis shows that the average 
replacement ratio at retirement is 26.2%, assuming the 
member bought a with-profit annuity at retirement. This is a 
decrease in the average replacement ratio seen in the 2012 
analysis of 31.7% and 2018 analysis of 28.8%. Although this 
analysis excludes retirement savings outside the retirement 
fund, the low level of preservation means that it is unlikely that 
many members have other significant investments for their 
retirement.

This graph reflects the estimated retirement benefits (the 
replacement ratio) received by members who retired in the 
past two and half years.

Approximately 49.7% of retirees in the analysis achieved 
a replacement ratio less than 20%. This is lower than the 
findings of the 2018 analysis where 51.7% achieved a 
replacement ratio less than 20%. There is a significant 
increase of 2.8% of retirees who achieved a replacement ratio 
above 80% as compared to the 2018 analysis.

The low replacement ratio outcomes may be because of:

■ low contribution rates

■ lack of preservation

■   the increasing cost of buying a pension at retirement (because
people live longer – longevity – and real yields are reducing)

■ the impact of the recession on retirement savings

Actual replacement ratio achieved at retirement
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8.5 Retirement benefits by sector

The following graphs show the estimated replacement ratio 
received by members in each industry at retirement.

Most members retire with a replacement ratio of less than 
20%. This is the highest in the construction sector (65.9% of 
members) and lowest in the energy and public services sectors 
(40.8% of members).

This may be as a result of low contribution rates. In the 
construction sector, the contributions are the lowest. In the 
public services sector, the contributions are the highest. On 
average, 80% of members from the construction sector do not 
preserve their retirement savings when they change jobs.

Approximately 11.6% of members in the public services sector 
retire with a replacement ratio of 80% and higher.
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8.6 Increasing retirement age

The impact of retiring at various ages is illustrated below for a 
new member aged 25 contributing at 11.8% of salary.

Deciding to retire at the age of 65 rather than the age of 55 can 
almost double a member’s replacement ratio.

Based on the information we know about retirees, they are only 
achieving a replacement ratio at retirement of 26.7%.

On average, members are retiring around two years earlier than 
their normal retirement age. For one thing, this throws into 
question whether the current de-risking in the LifeStage model 
remains appropriate.

8.7 The multiple of salary saved affects the 
replacement ratio

This graph shows fund credit at retirement as 
a multiple of salary with the replacement ratio 
achieved.

Retirees who had a fund credit of more than 9 
times their annual pensionable salary managed 
to achieve a replacement ratio of 60% or more. 
Members who retired with a fund credit less than 
4 times their annual pensionable salary retired 
with a replacement ratio of less than 20%.

At least 756 894 members were used for the 
analysis, of which 360 778 are females and 
396 116 are males. Members with a minimum 
annual pensionable salary of R40 000 were used. 
Members with a fund credit that is more than  
25 times their annual pensionable were excluded.

Retiring four years earlier means a reduction of approximately 
10% in one’s income post retirement. This is significant given 
the already low average replacement ratio.

A large number of retirees with long service still achieved a low 
replacement ratio at retirement. This suggests that the fund 
design may not be appropriate to achieve the desired outcomes.

Having a fund credit 9 times or more than your pensionable 
salary at retirement increases the chances of a member 
reaching the 75% replacement ratio mark.
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The graph shows the required fund credit as a multiple of salary 
to achieve a replacement ratio of 75% at retirement and the 
actual average fund credit as a multiple of salary that members 
currently have at each age.

Shortfall
The graph shows the average shortfall in rands between the required fund credit as a multiple of salary and the actual average fund 
credit as a multiple of salary at each age. The average shortfall for all the members we administer is R1 222 410.56

The graph shows the total shortfall in rands between the required fund credit as a multiple of salary and the actual average fund credit 
as a multiple of salary for different age groups. The total shortfall for all the members we administer is R558 billion.

9. How much pension each rand of savings can buy at retirement

The required fund credit as a multiple of salary to achieve a 
replacement ratio of 75% at retirement is 12.2%, and the actual 
average fund credit as a multiple of salary at age 65 is 3.7%.
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10. Conclusion

11. Assumptions

This Member Watch can be used together with a LifeGauge 
analysis to provide trustees with even more information and 
insights when reviewing the benefit design of their funds. 
This will assist trustees in setting appropriate objectives and 
then monitoring the outcomes that members experience and 
improving on these outcomes.

Funds, trustees and employers should ensure that the fund 
helps members address each of the issues around these factors 
affecting members’ pensions contained in this Member Watch.

Some suggestions for funds:
1.  Review the level of pensionable salary that members use,

communicate it and educate the members on this issue.
2.  Encourage members to review whether their retirement savings

are on track by facilitating access to a financial adviser.

3.  Allow members to make additional contributions to the fund.
4.  Allow members to change the level of the risk benefits they

have if they need to reduce expenses.
5.  Encourage preservation for exiting members and offer an in-

fund preservation solution to assist them.
6.  Goals-based investment strategies, particularly those that

are individualised, can add an element of certainty to the
pension income outcome.

7.  Fund-provided solutions, such as the Alexander Forbes
Retirement Income Solution, have been effective at improving
preservation behaviour.

It’s just as important for members to participate in these issues 
and take responsibility for their own financial well-being.

To calculate an expected replacement ratio for an individual member, various factors affecting the replacement ratio must be 
modelled. The model has been based on the following assumptions:

Investment returns

Unfavourable scenario: inflation +3%
Expected scenario: inflation +4.5%
Favourable scenario: inflation +6%

Inflation

No explicit assumption is made about future inflation. 
Instead the projections are based on increases after 
inflation.

Preservation

No allowance is made for losses if members did not 
preserve their retirement savings before retirement, except 
where we state explicitly.

Salary increases

Salary increases are assumed to be 2% above inflation.

Purchase of a pension at retirement

Male members are assumed to be four years older than 
their spouse. All members are assumed to use all their 
retirement fund savings to buy a with-profit annuity at 
retirement. The actual gender of the member is used. 
The annuity includes a 50% spouse’s pension and 
has a guarantee period of five years. A realistic set of 
assumptions (in line with the Alexander Forbes house 
view) is used to project replacement ratios.
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Construction 

Priorities for the sector 

Bricks and books and beyond3

High employee turnover
Incapacity
Low-income earners and incentives
Unhealthy finances

Number of members 56 841

Number of funds 103

Average age 39.71

Gender profile 10.1% female, 90.0% male

Average pensionable salary R220 689.56

Average fund credit R235 193.84

Average normal 
retirement age

63 years

Average actual  
retirement age

62.7 years

Average exit percentage 21.2%

Average preservation rate 
by number of members

9.0%

Average replacement ratio 40.6%

Average total  
gross contributions 
(member and employer)

14.6%

Average expenses
Administration fee: 
Group life premium:
Disability premium:

1.1%
2.1%
0.9%

Distribution of replacement 
ratio achieved by retirees 
in the sector 

80%+
60%–80% 
40%–60%
20%–40%
0%–20%

0.6%
3.9%
9.9%
23.6%
64.3%

Average insured group  
life benefit 

2.4 times annual  
pensionable salary

Companies involved in the construction of residential and commercial buildings  
as well as infrastructure projects.

Percentage of employers offering each type of benefit
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85.7%

Approved 
lump-sum 

death cover

3 See pages 249 to 251 of Benefits Barometer 2016 for an explanation of terms used in the sector analysis.

Education

2.4%

Accident

2.4%

83.3%

Disability 
income 
benefits

11.9%

Dread 
disease 
cover

4.8%

Permanent 
total disability 

benefits

2.4%

Total 
disability 
benefits

73.8%

Funeral 
cover
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Energy 
Companies involved in the extraction, refinement and supply of oil and gas products  
throughout the country. Water services and energy utility companies have also been included.

Priorities for the sector 

Absenteeism and presenteeism
Choice
Variability in salary inflation
Incapacity

Number of members 32 108

Number of funds 52

Average age 42.7

Gender profile 29% female, 71%  male

Average pensionable salary R439 770.4

Average fund credit R748 292.5

Average normal 
retirement age

62.3 years

Average actual 
 retirement age

60.6 years

Average exit percentage 11.5%

Average preservation rate 
by number of members

16.5%

Average replacement ratio 37.5%

Average total  
gross contributions 
(member and employer)

13.8%

Average expenses
Administration fee: 
Group life premium:
Disability premium:

1.1%
1.3%
1.0%

Distribution of replacement 
ratio achieved by retirees 
in the sector 

80%+
60%–80% 
40%–60%
20%–40%
0%–20%

1.6%
5.6%
17.6%
29.6%
48.0%

Average insured group  
life benefit 

1.2 times annual 
pensionable salary 

Percentage of employers offering each type of benefit
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68.0%

Disability 
income 
benefits

52.0%

Funeral 
cover

8.0%

Dread 
disease 
cover

16.0%

Spouse’s 
cover

8.0%

Total 
disability 
benefits

84.0%

Approved 
lump-sum 

death cover
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Fishing, forestry and agriculture 
Companies involved in farming of crops, fishing and various stages of production and supply of paper 
products. Food producers in this sector are farmers involved in the earliest stage of food production.

Priorities for the sector 

Absenteeism and presenteeism
Bricks and books and beyond
Incapacity
Low-income earners and incentives
Pensionable pay
Strikes
Temporary workers
Informal workers
Unhealthy finances

Number of members 20 032

Number of funds 104

Average age 39.8

Gender profile 32.0% female, 68.0% male

Average pensionable salary R132 945.5 

Average fund credit R157 554.7

Average normal 
retirement age

64.4 years

Average actual retirement 
age

60.5 years

Average exit percentage 16.4%

Average preservation rate 
by number of members

5.0%

Average replacement ratio 41.9%

Average total  
gross contributions 
(member and employer)

15.1%

Average expenses
Administration fee: 
Group life premium:
Disability premium:

1.5%
1.8%
0.8%

Distribution of replacement 
ratio achieved by retirees 
in the sector 

80%+
60%–80% 
40%–60%
20%–40%
0%–20%

1.4%
5.1%
11.5%
33.9%
48.2%

Average insured group  
life benefit 

1.2 times annual  
pensionable salary 

Percentage of employers offering each type of benefit
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60.0%

Disability 
income 
benefits

10.0%

Dread 
disease 
cover

60.0%

Funeral 
cover

10.0%

Education

0.0%

Unapproved 
lump-sum 

death benefit

70.0%

Approved 
lump-sum 

death cover
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Manufacturing 
This includes various industries: chemical and plastics, electrical and components, technological 
products, food and beverages, metals, motor vehicles, pharmaceuticals and textiles. Companies that 
produce consumer durables and non-durables from raw materials and chemicals, and food and beverage 
producers involved in the intermediate stages of food production and distribution are also included.

Priorities for the sector 

Low-income earners and incentives
Mass exits
Pensionable pay
Absenteeism and presenteeism
Strikes
Unhealthy finances

Number of members 137 539

Number of funds 686

Average age 41.3

Gender profile 36.8% female, 63.2% male

Average pensionable salary R265 189.9

Average fund credit R385 595.4

Average normal 
retirement age

64 years

Average actual  
retirement age

61.6 years

Average exit percentage 13.4%

Average preservation rate 
by number of members

10.4%

Average replacement ratio 42.0%

Average total  
gross contributions 
(member and employer)

14.2%

Average expenses
Administration fee: 
Group life premium:
Disability premium:

1.1%
1.3%
1.0%

Distribution of replacement 
ratio achieved by retirees 
in the sector 

80%+
60%–80% 
40%–60%
20%–40%
0%–20%

5.0%
9.7%
16.1%
27.7%
44.1%

Average insured group 
life benefit 

2.3 times annual  
pensionable salary 

Percentage of employers offering each type of benefit
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85.9%

Approved 
lump sum 

death cover

78.0%

Disability 
income 
benefit 

66%

Funeral 
cover

8.3%

Dread 
disease 
cover

1.7%

Spouse’s 
Cover

0.8%

Unapproved 
lump-sum 

death benefit

0.4%

Accident

0.8%

Lump sum 
disability 

100%
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Mining 
Companies involved in the extraction and supply of basic raw materials throughout the economy, 
including coal, steel and precious metals. Companies providing maintenance and technological 
services solely to mines have also been included.

Priorities for the sector 

Absenteeism and presenteeism
Bricks and books and beyond
Variability in salary inflation
Incapacity
Mass exits
Strikes
Temporary workers
Informal workers
Unhealthy finances

Number of members 54 728

Number of funds 107

Average age 41

Gender profile 15.8% female, 84.2% male

Average pensionable salary R334 430.0

Average fund credit R326 815.8

Average normal 
retirement age

63.0 years

Average actual  
retirement age

61.5 years

Average exit percentage 11%

Average preservation rate 
by number of members

14.3%

Average replacement ratio 39.2%

Average total  
gross contributions 
(member and employer)

14.7%

Average expenses
Administration fee: 
Group life premium:
Disability premium:

1.0%
1.5%
1.1%

Distribution of replacement 
ratio achieved by retirees 
in the sector 

80%+
60%–80% 
40%–60%
20%–40%
0%–20%

0.6%
4.5%
12.4%
34.3%
50.0%

Average insured group 
life benefit 

2.2 times annual 
pensionable salary 

P
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n

Percentage of employers offering each type of benefit
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40%

30%

20%

10%

0%

100%

100.0%

Approved 
lump-sum 

death cover

69.9%

Disability 
income 
benefits

3.1%

Dread 
disease 
cover

3.1%

Accident

46.9%

Funeral 
cover

Spouse’s  
cover

3.1%
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Personal services 
This sector includes four industries: health, education, media and marketing, and security. This is a 
labour-intensive sector that involves supplying services to consumers. Producers of equipment and 
suppliers of services intended solely for use by the industries mentioned have also been included.

Priorities for the sector  

Health:
Absenteeism and 
presenteeism
Incapacity
Longevity
Strikes
Unhealthy finances

Education:
Absenteeism and 
presenteeism
Bricks and books 
and beyond
Longevity
Strikes
Unhealthy finances

Media and 
marketing:
High employee 
turnover
Longevity
Young workers
Unhealthy finances

Security:
High employee 
turnover
Low-income 
earners and 
incentives
Temporary workers
Informal workers
Unhealthy finances

Number of members 151 873

Number of funds 335

Average age 41.4

Gender profile 63.0% female, 37.0% male

Average pensionable salary R253 046.1

Average fund credit R368 598.7

Average normal 
retirement age

64.3 years

Average actual retirement 
age

62.2 years

Average exit percentage 17.2%

Average preservation rate 
by number of members

8.1%

Average replacement ratio 38.5%

Average total  
gross contributions 
(member and employer)

14.0%

Average expenses
Administration fee: 
Group life premium:
Disability premium:

0.8%
1.2%
1.1%

Distribution of replacement 
ratio achieved by retirees 
in the sector 

80%+
60%–80% 
40%–60%
20%–40%
0%–20%

3.0%
7.2%
12.8%
31.0%
48.3%

Average insured group  
life benefit 

1.8 times annual
pensionable salary 

Percentage of employers offering each type of benefit
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Dread 
disease

59.9%

Funeral 
cover

5.1%

Permanent 
disability 
benefits

0.6%

Lump sum 
disability 
benefit 

0.6%

Unapproved 
lump-sum 

death benefit

100% 87.6%

Approved 
lump-sum 

death cover

76.3%

Disability 
income 
benefit 
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Professional and business services
This sector includes financial services providers (like banks and insurance companies), legal and 
accounting firms, engineering and recruitment consultancies and the real estate industry.

Priorities for the sector

Choice
Variability in salary inflation
Inflation
Longevity
Pensionable pay
Young workers

Number of members 163 188

Number of funds 482

Average age 38.18

Gender profile 52.5% female, 47.5% male

Average pensionable 
salary 

R326 873.8

Average fund credit R388 752.6

Average normal 
retirement age

63.0 years

Average actual retirement 
age

61.0 years

Average exit percentage 11.1%

Average preservation rate 
by number of members

13.0%

Average replacement ratio 35.2%

Average total  
gross contributions 
(member and employer)

10.9%

Average expenses
Administration fee: 
Group life premium:
Disability premium:

0.8% 
1.0%
0.7%

Distribution of replacement 
ratio achieved by retirees 
in the sector 

80%+
60%–80% 
40%–60%
20%–40%
0%–20%

8.4%
6.9%
9.8%
22.5%
54.8%

Average insured group life 
benefit 

0.8 times annual  
pensionable salary 

Percentage of employers offering each type of benefit

90%

80%

70%

60%

50%

40%

30%

20%

10%

0%

100%
90.7%

Approved 
lump-sum 

death cover

P
ro
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rt

io
n

68.7%

Disability 
income 
benefits

6.6%

Dread 
disease 
cover

57.7%

Funeral 
cover

Permanent 
disability 
benefits

2.2%

Spouse 
Cover

2.2%
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Public services  
This sector includes various government municipalities, departments and government-funded industries, 
but not parastatals.

Priorities for the sector 

Absenteeism and presenteeism
Bricks and books and beyond
Longevity
Strikes
Unhealthy finances

Number of members 53 238

Number of funds 34

Average age 42.5

Gender profile 35.5% female, 64.5% male

Average pensionable salary R258 502.7

Average fund credit R700 288.8

Average normal 
retirement age

63.5 years

Average actual  
retirement age

60.4 years

Average exit percentage 4.7%

Average preservation rate 
by number of members

15.4%

Average replacement ratio 61.2%

Average total  
gross contributions 
(member and employer)

23.0%

Average expenses
Administration fee: 
Group life premium:
Disability premium:

1.5%
1.6%
1.1%

Distribution of replacement 
ratio achieved by retirees 
in the sector 

80%+
60%–80% 
40%–60%
20%–40%
0%–20%

1.5%
12.6%
16.5%
19.6%
39.8%

Average insured group 
life benefit 

2.4 times annual  
pensionable salary 

Percentage of employers offering each type of benefit
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Disability 
income 
benefits

54.1%

Funeral 
cover

10.8%

Spouse’s 
cover

5.4%

Permanent 
total disability 

benefits

100%

81.1%

Approved 
lump-sum 

death cover
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Retail, wholesale and hospitality 

Companies include food, drug and clothing retailers and companies in the travel and leisure 
industries. This group also includes hotels and restaurants.

Priorities for the sector 

High employee turnover
Low-income earners and incentives
Pensionable pay
Temporary workers
Young workers
Informal workers
Unhealthy finances
Absenteeism and presenteeism

Number of members 223 094

Number of funds 246

Average age 35.6

Gender profile 55.3% female, 44.7% male

Average pensionable salary R127 125.0

Average fund credit R156 796.7

Average normal 
retirement age

63.1 years

Average actual  
retirement age

60.0 years 

Average exit percentage 20.0%

Average preservation rate 
by number of members

4.0%

Average replacement ratio 45.9%

Average total  
gross contributions 
(member and employer)

14.0%

Average expenses
Administration fee: 
Group life premium:
Disability premium:

0.8%
1.3%
0.9%

Distribution of replacement 
ratio achieved by retirees 
in the sector 

80%+
60%–80% 
40%–60%
20%–40%
0%–20%

3.0%
5.6%
11.7%
24.6%
55.2%

Average insured group 
life benefit 

3.0  times annual 
pensionable salary 
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75%

Funeral 
cover

4.0%

Unapproved 
lump-sum death 

benefit

3.0%

Spouse  
Cover

3.0%

Education

100%
93.0%

Approved 
lump-sum 

death cover

1.0%

Accident
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Transport and telecommunications 

Telecommunications companies are providers of fixed-line and mobile phone services, while transport 
companies are involved in both commercial logistics and distribution of consumer goods and 
passenger transport.

Priorities for the sector 

Incapacity
Absenteeism and presenteeism
Choice
Temporary workers
Informal workers
Young workers
Unhealthy finances
Pensionable pay

Number of members 53 890

Number of funds 129

Average age 40.04

Gender profile 33.4% female, 66.6% male

Average pensionable salary R273 570.5

Average fund credit R310 704.9

Average normal 
retirement age

63.7 years

Average actual  
retirement age

61.9 years

Average exit percentage 14.0%

Average preservation rate 
by number of members

7.5%

Average replacement ratio 40.3%

Average total  
gross contributions 
(member and employer)

14.7%

Average expenses
Administration fee: 
Group life premium:
Disability premium:

1.1%
1.4%
0.9%

Distribution of replacement 
ratio achieved by retirees 
in the sector 

80%+
60%–80% 
40%–60%
20%–40%
0%–20%

3.6%
4.9%
17.3%
23.3%
51.8%

Average insured group 
life benefit 

1.5 times annual 
pensionable salary 

Percentage of employers offering each type of benefit
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100%
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Approved 
lump-sum 

death cover

1.3%

Accident

46 



MEMBER WATCHTM

 47

Alexander Forbes Financial Services is a licensed financial services provider (FSP 1177). 
 

The information in this document belongs to Alexander Forbes. You may not copy, distribute or modify any part of this document without the express written permission of Alexander Forbes. 
 

This information is not advice nor is it intended as a personal recommendation, guidance or a proposal on the suitability of any financial product or course of action as defined in the  
Financial Advisory and Intermediary Services (FAIS) Act. While care has been taken to present correct information, Alexander Forbes and its directors, officers and employees take 
no responsibility for any actions taken based on this information, all of which require advice. Note that past performance is not a reliable indicator of future investment returns. 

Please speak to your financial adviser for tailored advice based on your individual financial needs before you make financial decisions based on this information. 

Credits: Alexander Forbes Communications (production) | Getty Images (imagery). 19553-B-2020-07


