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KEY FEATURES OF A PENSION 

Now that you have an understanding of: 

 What monthly income you need to cover your basic and luxury needs; and 

 The important risks you face in retirement 

The next step is to understand the key features of a pension. Any pension has the five key features, 
namely: 

 Choice 

 The degree of investment expertise you must have to manage your pension 

 Security 

 Inheritability 

 Cost structure 

These five features are described below – consider them carefully because next you will be asked to 
vote for which feature you value most highly. 

Choice  

Choice means the feature that you can choose each year the amount of income you receive and also 
how your money is invested. Such choice means that you have the flexibility to change your pension 
according to your needs every year.  

A vote for this feature would indicate that you attach a lot of value to choice. 

The investment expertise you must have to manage your pension  

Some pensions require you to have a great deal of insight in investing and managing your money.  

A vote for this feature indicates that you rate your investment competence highly and will therefore 
attach a great deal of value to this feature.  

Security  

Security means the extent to which your annual pension is certain to be paid.  

A vote for this feature says that it is important for you have “peace of mind” with respect to your pension. 

Inheritability  

Inheritability means the extent to which your dependants will benefit from your pension when you die. A 
narrow form of inheritability is when only the people that are financially dependent on you (e.g. your 
spouse) continue receiving a pension when you die.  

A broader form of inheritability is when even people that are financially independent (e.g. your adult 
children) continue receiving a pension after you and your spouse have died.  

A high vote for this feature indicates that you attach a high value to the broader form of inheritability. 
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Costs associated with the pension  

Different forms of pension have higher associated cost structures. Higher costs are not necessarily bad, 
but you need to receive adequate value for these higher costs.  

A vote for this feature indicates that you want to keep the costs associated with your pension as low as 
possible. 

Choose the features you assign the most value to  

You are given four "votes" to allocate to the above features. You are allowed to weight your vote - for 
example, if you feel that the inheritability is the only feature that is important, you could cast all four votes 
for inheritability. 

Feature 
Number of votes you cast 

for this feature 

Choice   

Your required investment capability   

Security   

Inheritability   

Low cost structure   

 

 

 


