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YOUR THREE MAIN RISKS 

As a pensioner, there are three important risks you must deal with in how you invest your retirement 
savings in order to meet your needs, namely:  

 Investment risk  

 Inflation risk  

 Somewhat surprisingly, the risk of living too long!  

Investment risk  

  
Investment risk refers to the chance that the investment return you earn on the money you invest at your 
retirement is insufficient to provide a reasonable income throughout your retirement.  

As a former member of a defined contribution arrangement, you should be aware of and have 
experienced investment risk. As you know investment risk depends largely on the asset class (e.g. 
shares, bonds or cash) in which you invest your money and your investment horizon. 

Inflation risk  

One of the big risks you face in retirement is that inflation reduces the buying power of your pension.  

It is very difficult to predict the future course of inflation (i.e. it may go much lower or maybe it could 
increase sharply). It is therefore important that you invest your retirement money, or at least that part 
which covers your basic needs, in such a way that your income goes up each year more or less in line 
with inflation. 

The following chart shows how the buying power of R100 declines over each of the next 20 years if 
average future inflation is, 5% p.a., 10% p.a., 15% p.a. and 20% p.a. 

Value of R100 in future under different inflation conditions
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Clearly future inflation is a significant risk to your standard of living in retirement. 
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Risk of living too long  

This seems like a strange risk - but the longer you and your dependants live, the more money you need 
whilst you are on pension. 

Many people have a pessimistic view of how much longer they will live once they retire. The following 
table shows, how long, on average a male and female are expected to live if they retire at different ages.  

Retirement age 
Life expectancy 

Male Female 

55 22 years 27 years 

60 18 years 22 years 

65 14 years 18 years 

 
The above figures may well understate the position, because as medical research improves (and it is 
improving at a dramatic rate currently), the life expectancy of people may increase. 

 


