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Welcome back to the first edition of the
RFIN REVIEW for 2024!

As we embark on the year, 2024 kicked
off with a bang, much to its adage of
twenty-twenty-more, with some signifi-
cant activities taking place in the Retire-
ment fund industry in Namibia.

The most tragic event a country could
ever face is losing a President while in
office. Sadly H. E. Dr Hage G. Geingob
succumbed to illness and the entire
nation mourned the loss of a true Na-
mibian Leader Hero who not only led the
country but also played a key role in the
fight for Namibian Independence. We
remain blessed and honoured to have
been led by such a remarkable leader
who set the bar on social wellness high
for the country to follow.

The strong, peaceful nature and stabili-
ty of our political system ensured the
smooth transition of power to H. E. Nan-
golo Mbumba who has not faltered or
crumbled under the pressure of serving
the Namibian Nation and ensuring the
legacy of the work started by H. E. Dr
Geingob is continuing with the same
level of passion and vigour in rooting
out corruption and promoting social
welfare.

This is truly a lesson the Retirement
fund industry can learn as we undergo
the transition from the Pension Funds
Act of 1956 to the, albeit not in force yet,
Financial Institutions and Markets Act 2
of 2021.

EDITOR’S

FROM THE RFIN TEAM

Similarly, the leadership of the Retire-
ment Funds Institution has undergone
some changes, with the reduction of
directors approved in the 2023 Annual
General meeting, we are currently
serving the industry with 4 strong and
insightful female leaders as our Board
of Directors.

Structurally, the RFIN leadership has
also embarked on the strategic initiative
to combine the Committees into 2
committees being the Audit, Finance
and Risk Committee, with Ms. Sabrina
Jacobs as the Chairperson, the Legal,
Governance, Training, Strategy and Mar-
keting Committee being Chaired by Ms.
Saima Pokolo, and the Institution being
steered by Ms. Yvette Mtolo-Phiri, more
on our directors later in this edition.

One significant annual event was
the budget speech delivered by Hon.
Ipumbu Shiimi the Minister of Finance
and Public Enterprises. In the delivery
of his budget speech, we saw the
minimum of the taxable income being
lifted to N$100,000 from the previous
N$40,000 which means that everyone
earning below this amount would not
be liable for income tax. The tables
are yet to be published in the Gazette
for payroll systems to be updated
and implemented. The budget tabled
amounted to an increase of 12.4% on the
previous year's budget to N$100.1 billion.
Hon. Shiimi focused on the stimulation
of the domestic demand, accelerating
investments and productive public inf-
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rastructure as the nation continues
to cultivate fiscal prudence. These
activities call for all Namibians to play
their part in the development of the
economy, and the payment of taxes as
responsible citizens of the Country we
call home.

In the words of Benjamin Franklin: there
are two certainties in the world: death
and taxes.” | wish to add a third certainty
to this being the “certainty of change”.
We live in a constantly evolving and
changing world with the speed and rate
of change has become faster than ever
before with the aid of technology.

With that said, the Regulator has issued
proposed changes to the Regulations
under the current Pension Funds Act
which seem to be a transition between
the existing landscape and the new
landscape that FIMA would eventually
introduce. As part of the consultative
approach, the Regulator has called
for input to the Regulations, although
not mandatory, and the industry has
grasped this opportunity to make
valuable input in conjunction with our
counterparts in the long term and in-
vestment industry, the Namibia Savings
and Investment Association (NaSIA).
A joint submission was therefore formu-
lated and submitted to the Regulator
for their consideration.

The lack of the implementation of the
FIMA has also caused some level of
uncertainty in the industry, especially
pertaining to the Standards and Regula-
tions under the FIMA, but this would not
come as a surprise to the industry when
the effective date is announced since
the Act has already been published
in the Government Gazette and work
can already go into preparing for the
readiness and gearing up for FIMA. We
see the same levels of uncertainty that
prevailed under the Administration of
Estates Act, albeit to a lesser extent, but
with the correspondence and back up
from the industry we were able to app-

roach the policy makers and get our
message across to the benefit of clarity
and information for our members.

Once FIMA comes into force, the Stan-
dards would be open for another round
of input and commentary, and true to
the RFIN vision, we shall once again
facilitate the sessions to gain the input
from the industry at such time in order
to raise concerns and propose amicable
workable solutions to the major issues
we might face from a practical perspec-
tive.

One constant continued from the previ-
ous year was the RFIN training sessions,
following on from the November 2023
sessions, RFIN hosted the first training
session for the year in March so look out
for some feedback and pictures in the
next rendition of the RFIN Review. We
had a healthy mix of new and seasoned
Trustees and consultants attend and we
were all able to leverage and learn from
each other and refresh information we
might even have taken for granted with
Trustees having served on the relevant
Boards for many years. In addition, the
Committee appointed to be responsible
for the Conference or annual flagship
retirement fund event will be sure to
build on the success and remarkable
content of the R3 Conference of 2023.

This forms part of the new strategic
initiatives for the year ahead and we
urge members and the public to stay
tuned as we reveal some snippets of
the process of planning and hosting
this event later in the year. This comes
with the quarterly training for the year,
of which the training schedule and plan
has been circulated and the Annual
General meeting will surely ensure for
a productive meeting as we always
engage at this forum on matters of
common interest.

As a commitment to our Members, we
have also engaged the Namibia Employ-
ers Federation on the National Pension
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Fund and shall be sharing details
as these emerge through this collabora-
tion. RFIN feels that it is important for
the voice of the Retirement Fund Indus-
try be heard and considered through
these consultative sessions and that the
model to be followed eventually has as
little possible impact on the industry at
large.

NAMFISA also hosted their quarterly in-
dustry session which ensured for a very
good attendance and some networking
opportunities, resulting in prudent rele-
vant deliberations with the Regulator.
As customary, RFIN tabled the matters
raised by the industry beforehand and
that led to some insightful feedback
on the back of the block submission of
rule amendments which NAMFISA has
undertaken to consider in the event of
urgency or impact to members of the
fund.

Looking at the work started in 2023
already and carried over to the new year,
we anticipate the first draft report from
the Ministerial Technical Advisory Com-
mittee on FIMA and more specifically
Regulation 5.10 pertaining to Compulso-
ry Preservation, and many of you might
have been interviewed in this regard by
the independent researcher. As soon
as information is available in this RFIN
will inform the industry and keep all
abreast of the developments made. The
Windhoek consultation sessions are
still to be held, and we urge everyone
to please join the sessions if possible
and ensure that your message is heard,
RFIN will surely be there as a member
of the Committee. The Committee is
therefore set for the Khomas region
consultations between the 12th and the
14th of April 2024 at various locations
as these are the sessions expected to
be the best attended sessions. We urge
all members and Trustees to join or do
written submissions through the RFIN
Office on office@rfin.com.na or directly
to the Secretariat at fima@mfpe.gov.na
before the 17th of April to allow for the

complete consolidation of all written,
verbal and researched information into
a report for the Committee to review
and for the Minister to consider. Once
the logistic details are made available,
RFIN will issue a notice on the web page
and social media handles to inform the
members and public of these important
sessions.

RFIN remains grateful for the unwaver-
ing support from the industry and call
on all industry players to contact us
in the event of any topic of discussion
where we might be able to add value to
the discussion or provide input of any
nature, we always welcome engaging
with members on the interests of the
industry and future of the members we
serve.

This edition contains some key insights
from thought leaders and experts in
the industry such as Dean lzaaks and
Afra Schimming-Chase, who always
ensures for a refreshing read and wealth
of knowledge. Afra aims to break the
“black tax” cycle and provides some
valued insights in how we can plan
appropriately for retirement so as not
to rely solely on the next generation
for support in retirement. On the other
hand, Dean explains and unpacks the
impact of living longer and how this
impacts the levels of savings we need to
cater for in retirement which is known
as the longevity risk and most long-term
insurers monitor this as part of their risk
mitigation process. The power of com-
pounding and interest attached thereto
is another aspect of the article by Dean
that is not to be missed.

We are looking forward to the remainder
of the engagements with the industry
and the Regulator to ensure that RFIN
remains the voice of the industry and
advocates for the wellbeing of our mem-
bers.

Until next quarter, please stay blessed.
The RFIN Team
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PRESERVATION OF RETIREMENT BENEFIT

e REGIONAL CONSULTATIONS

WHATSTHE /.
PROPOSAL?

The government is considering a compulsory
preservation of retirement benefits plan. The
amount of a member’s early withdrawal benefit —
to be preserved equals 75% of the minimum
individual reserve (fund credit) in respect of the
member as at the date of early withdrawal or -
such greater percentage of the minimum
individual reserve as the member specifies
upon early withdrawal.

' 4

-

YOU can have a say in this!

#SaylIT #RetireWithPurpose

For more information:

fima@mfpe.gov.na
www.mfpe.gov.na

Ministry of Finance
& Public Enterprises

ucrm:u.m\nsd-rw |||||||

m:mnwmmlmﬂ

|
= KHOMAS REGION

PUBLIC CONSULTATIONS SCHEDULE
ON THE PRESERVATION OF RETIREMENT BENEFIT

FRIDAY 12 APRIL 2024

10h00 - 12H00 Mercure Hotel (Safari Hotel)

10HOO - 12HO0 Groot Aub - Groot Aub Primary School, Kitchen Hall
10HOO0 - 12H00 Dordabis - Dordabis Community Hall

10HOO - 12HO00 Tobias Hainyeko Constituency - Maxwilili Comunity Hall

10HOO — 12H00 Moses Garoeb Constituency - Consituency Office Hall



BY DEAN ISAAKS

Let Only Your Hair Be Grey During Retirement

According to Macrotrends, the world
life expectancy has increased from 45.5
years in the 50’s to where it currently
stands at 73.2 years. What this means is
that people are living for much longer
and we need to take this into account
when estimating how much savings and
investments we'll need to survive after
retirement. Putting one's short-term
pleasures above your best long-term
interest can have detrimental effects on
the quality of life you get to live in your
grey years and the unfortunate truth is
that most people out there realise this
too late.
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There is unfortunately no one size fits
all when it comes to investing and it all
comes down to each investor’s risk and
return profile, or rather your ability and
willingness to take risk vs the returns
you are seeking. The fact of the matter
is whether you live a modest lifestyle or
not, the earlier you start thinking about
retirement, the better off you will be
when you reach that point in your life.

There is a famous quote in investing that

says: “There is no such thing as a free
lunch”. 1 am here to tell you today, that
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Figure 1: Investment Portfolio Example

Source: Arysteq/Bloomberg




the power of compounding is a loophole
that is free to all. We're all aware that
consistency is the key to success so
adding that to the power of compound-
ing is a sure recipe for superior returns.
To explain this in a much easier way,
| think it would be best to use an exam-
ple. If you started your investment jour-
ney 50 years ago and invested N$100
in the S&P500 Index, that investment
would have grown to N$21,480 at the
end of February 2024. Keep in mind
that this is a once off investment that
was never increased or withdrawn from.
This is the power of compounding. Now
take that same investment and add an
additional N$100 every month without
any withdrawals and your investment
would have grown to N$2,667,044.
This, is the power of consistency and
compounding! (see Figure 1)

Most people out there usually think
of returns as an absolute number or
percentage but the one thing we're all
exposed to is the effects of inflation.
Whether it's the price of bread and milk,
how many units of electricity you get for
the same N$100 at the end of the month
or the price of a new car vs 10 years ago
— inflation is real and more so now than
ever before, at least in my lifetime. Infla-
tion has the potential to wipe out your
returns and hence the reason it is more
important to view returns on a relative
basis and in real terms. The real rate of
return is the annual percentage of profit
earned on an investment, adjusted
for inflation. Here is where absolute
return funds come into play and as the
name suggests it aims to beat inflation,
regardless of the direction of the market.
At Arysteq, our Real Return Fund looks
at various diversification strategies to
ensure that your investment gives you
the best risk adjusted return relative to
inflation. Over the last year, our fund has
returned 11.8% vs Namibian CPI at 5.0%
(end February 2024) which shows the
power of investing in a well-diversified
fund across different sectors, asset class-
es, geographies and currencies.

Risk means more things can happen
than will happen - Elroy Dimson.

It is important to note that returns
only tell half of the story, so let's turn
to risk. Managing risk in your portfolio
may be the most important thing in
the investment world but to do that,
you need to be able to understand it,
recognise its existence and be able to
control it. | recently finished reading
“The Most Important Thing” by Howard
Marks (American investor and writer,
and the co-founder and co-chairman
of Oaktree Capital Management) and
he quite cleverly covers each of these
aspects succinctly in three respective
chapters. In chapter 5 he uncovers
“understanding risk” in which he
concludes that “investment risk is
largely invisible before the fact - except
perhaps to people with unusual insight
- and even after an investment has
been exited”. What this essentially
means is that even if your investment
turns out to be highly successful, that
doesn’t necessarily mean the risk of loss
was low or didn't exist, it merely didn't
occur. While it can be argued that risk is
subjective, hidden and unquantifiable —
it is generally accepted that “riskier” in-
vestments fluctuate more than “safer”
investments, which is something that
can be measured using the Sharpe
Ratio (which looks at a portfolio’s excess
return above the “riskless rate” vs the
standard deviation or volatility of the
returns).
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Figure 2: Investment Risk Spectrum

To be able to control risk, you need to be
able to recognise it. Risk means uncer-
tainty about what outcome will occur
and about the possibility of loss when
the unfavourable ones do - Howard
Marks.

Recognising that risk exists in almost all
aspects of investing, is just as important.
Different asset classes vary in the level
of risk they can add to your portfolio so
it is important to recognise the impact
that this can have on your risk adjusted
returns (see Figure 2). When markets
are in an upward trend, everyone seems
to forget the notion of risk but this is
exactly when investors should be more
risk averse and apply more professional
skeptiscm. Paying too high a price for an
asset with no margin of safety, unknow-
ingly increases the risk of a particular
asset even more. When investors are less
worried about risk, we have too much
money chasing the same investments
which ultimately leads to more risk and
the potential for lower returns. This is
all too true at present with the situation
across the so called Magnificent 7, which
is a group of high performing and infl-

uential technology companies in the
US market (Apple, Microsoft, Amazon,
Alphabet (Google), Tesla, Nvidia and
Meta Platforms). While we can agree
that some of these businesses are of
high quality, the lofty levels they are
currently trading at begs the question
whether all investors have appropriately
considered the risk involved.

When you boil it all down, it’s the inves-
tor’s job to intelligently bear risk for
profit. Doing it well is what separates
the best from the rest - Howard Marks

This leads us directly into controlling
risk. Generating superior risk adjusted
returns is the ultimate goal in investing.
The important thing to realise is that risk
may still be present, even if you didn't
incur any losses. The problem here is
that when losses start to occur, it is inev-
itably too late. This intro is captured all
too well in Nassim Taleb’s book: Fooled
by Randomness, in which he states:
“Reality is far more vicious than Russian
roulette. First, it delivers the fatal bullet
rather infrequently, like a revolver that
would have hundreds, even thousands
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Figure 3: Risk vs Return Scatterplot — 3 Years ended 29 February 2024

of chambers instead of six. After a
few dozen tries, one forgets about the
existence of a bullet, under a numbing
false sense of security. Second, unlike a
well-defined precise game like Russian
roulette, where the risks are visible to
anyone capable of multiplying and di-
viding by six, one does not observe the
barrel of reality. One is thus capable of
unwittingly playing Russian roulette -
and calling it by some alternative 'low
risk’ name.” Let that sink in.

At Arysteq we spend a lot of time on risk
management. We focus our attention
on our client's needs and delivering
superior risk adjusted returns. Figure 3
proves just that and indicates how the
Arysteq Balanced Fund has performed
top quartile at the end of February
2024, ranking 2nd best in class against
its peers. Our approach follows an
assessment of risk first, in which we aim
to have a fine balance between risk and
returns. Not only do we seek a sufficient
margin of safety when it comes to our
investments, we also focus a lot of time
and energy on ensuring adequate diver-

sification when rebalancing, and place
a large emphasis on our quality assess-
ment. We all aim to retire comfortably
one day and a good balance between
risk and return in our portfolios is what
will get us there. Saving for retirement
is not something that should be pushed
down the road of “wait and see”, but
rather meticulously planned with the
right investment partner by your side.

Article by:

Dean Isaaks CA(SA), CFA

Head of Research and Portfolio
Manager - Arysteq Asset Manage-
ment (Pty) Ltd
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C I I 't The actions and decisians you take today
a I yo U r ow n . define your tomorrow. Prudent investments
mean the financial security to achieve every

CDnnECt Wlth Investments dream and aspiration you have for your family.
thﬂt h ave im pﬂ ct. At Alexforbes, we pioneer insights to provide
you with advice and fit-for-purpose investment
solutions that connect your decisions today to
www.alexforbes.com the impact you want tomorrow.

i:falexfaorbes
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RFIN had the opportunity of attending the
BPS conference for 2024 and had the privi-
lege of speaking at the gala dinner in the
evening of the conference on the topic the
role of the Board of “The role of Trustees in
ensuring adequate investments in volatile
markets ensuring fund performance and
discharging the governance duties".

A true mouthful to speak on but essential-
ly it boils down to not making emotional
and short-sighted decisions when mar-
kets are not performing the way the Board
of Trustees anticipated, and for how long
should the Board consider riding the wave
of the market before capitalizing on the
losses and moving to a new product as the
fiduciary duty of a trustee entails.

The topic for the conference was “bridging
the retirement gap” and as is customary
the speakers of the event went in detail of
how they would be able to utilize various
techniques in terms of allowing for a digni-
fied retirement for the members of funds.

The Speakers, panel discussions and
various engagements ensured for a well
convened conference with stalls that
created major networking opportunities
for industry players. The attendees at the
conference amounted to roughly 300
attendees and nothing short of excellent
in total. The experience of the Botswana
hospitality and level of engagement was
second to none. Botswana is currently ex-
periencing the major shift in the pension
market from the default defined benefit
to the defined contribution schemes in
the industry.

Like Namibia, Botswana is also currently
contemplating the introduction of a
national pension scheme, as they term
it, and are experiencing the same levels
of regulatory challenges and obstacles
as Namibia is contemplating. The social
challenges experienced in the Botswana
society and population is very similar to
the those faced by Namibians with the
high level of unemployment and the lack
of financial education amongst the public
causing uncalled for negative effects in
the population and burdens to the state
which must care for the goodwill of the
citizens of the country.

The Botswana industry is currently also
investigating allowing the members to
make their investment choices in the
funds and are faced with the difficulty of
ensuring that prudent and proper finan-
cial advice is provided to members so that
they understand the implications of such
decisions on their long-term saving.

The RFIN speech concluded with the
guote of the infamous Warren Buffet
stating that:

“The stock market is a device for trans-
ferring money from the impatient to the
patient.”

Here are some pictures of this remark-
able event:
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PENSION SOCIETY
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Author of the Book: “Retire Rich with a
Pension Fund” Mr. Batlhalefi Phale

PENSION SOCIETY
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FinancialLiteracy Initiative
WHO WE ARE

The Financial Literacy Initiative (FLI} is a natienal
platform te enhance financial education for
individuals and micro-small- and medium
sized enterprises. The FLI consists of more than
30 Plotform Supporters from the MNamibion
public, private and civil society secter working
in a coordinated effort to improve the financial
capability of all Namibians. The FLI was launched
by the Ministry of Finance with the support of
the Deutsche Gesellschaft fur Internationale
Zusammenarbeit (GIZ) on 12 March 2012,

Improved quality of life and a
narrowed economic divide achieved
through financially capable, assertive
and well-protected Namibians.

BUSINESS Finance
YOUTH ENTREPRENEURS

FLI gims to increase financial management skills

CONTACT 7/

Address: Cnr John Meinert & Maltke
Str, CBD, Windhoek

-@ Workplace Wellness:
Tel.: (+264) &1 209 2297
Training & Workshops:
Tel : (+264) &1 209 2297
Media:

Tel.: (+264) &1 209 2692
Rezearch:
Tel.: (+264) &1 20% 2687

Management:
Tel.: (+264) &1 209 2295

Q SMS Number: 77077
4 Email: info@fli-namibia.org

Website: www fli-namibia.org

Facebook: www facebook com/
finlitnam

' Twitter: @flinamibia

FinancialLiteracyInitiative

R

education

" Tibe Youtube: www youtube.com/finlitnom

Mamibians are better financially educated
and capacitated to make informed financial
decisions throughouwt their lives.

Homibians are oble to choose ond appropriately
uze the best financial products and services for
their specific needs.

Mamibians understand and act upon thair rights
and responsibilities within the financial sector; they
know about and moke use of the appropriate
resource mechanisms,

FU projects are menitered and evalvated in terms
of their efficiency; the FLI actively premotes and

conducts research in the area of finoncial literacy,

MINISTRY OF FINANCE

’ EARLY CHILDHOOD DEVELOPMENT
PERSONAL Finance % B

EMPLOYEES

The FLI aims to leave a losting impact in the
lives of Momibions and we believe the best

We believe, financial wellness is just as important Way to achieve that is to reach out to children
as physical wellness. FLI's Financial Workplace during their most formative years. In an attempt

for youth entrepreneurs through simulation- Wellness Programme targets employees fram all f@ build a basic foundation for sound financial
based trainings. These give parficipants practical sectors to produce a workforce that is copable Manogement, the FLI partners with the Ministry of
knowledge by learning hands on in areas like of making sound financial decisions. Financial Gender Equality and Child Welfare to identify and
costing, pricing, budgeting, short and long Wellness officers can alse be frained to execute ©9Vip early childhood educators with the required
term financial planning, bookkeeping, saving, the financial wellness programme within their skills and material te include financial education

spending, purchasing, banking and taxes.

MICRO ENTERPRISES

Business finance trainings for micro-entrepreneurs
take a simulation based approach in order o give

respective organizations.
ﬁ +264 (0)61 209 2297

in their curricular.
7 +264 (0)61 209 2296
PRE-YOUTH DEVELOPMENT

MINIMUM WAGE EARMERS ' : '
The initiative is mandated to make provision

participants a helistic experience as it offers all FLI cooperates with organizations working with for financial education to the young in primary

participants an oppertunity to learn by doing. minimum wage earmers with the aim to equip schools.

Young people are often faced with

These trainings target business owners in the them with skills in basic personal and business chgllenges when making financial decisions

informal market.

INFCHUB

Finding suitable financing for your business now
at your fingertips. How you may ask? By simply .
completing a form on the FLI's Infehub, you will
be directed to suitable financial products near you

E http:/ ferwrve fli-namibia.orgfinfohub/#1

START-UPS
We aim te nurture start-ups by creating
an environment which inspires sustainable

entreprenevrship. The Start-up Festival and other
initiotives targets start-ups in Namibio to celebrate
new ideas, explore funding and make Mamibiao a
heme for start-ups.

financial management.
oY +264 (0)61 209 2297

8 cC i Fealing left out? Wait, there's morel To
= = ensure everyone is cotered for, young
- g 'O B 0 ,,.' o and old, FLI has developed a number of

hence this pregram aims te enhance financial
literacy in a fun, practical and playful manner.

+264 (0)61 209 2296

4 GENERAL Public

educational materials reaching as many
Mamibians as possible. FLI booklets
are reader friendly and available in
different vernacular. These are available
at FLI offices for free and are distributed
at FLI's regulor eulreach activities. All
material are available for dewnlead on
our website. Want te learn about your
financial behaviour ¥ Take the quiz now at

;‘_. http:/ fwwew fli-namibia.org/quiz/



Financial Planning for Retirement: Setting
Goals and Creating a Strategy

“Who is going to pay for your future?”;
is not the most familiar question for the
young professional who just started
their career. Between the ages of 20
and 30, a future at retirement seems far
off and almost impossible for many, to
imagine. For the individual nearing 55
- 60, (sometimes earlier), this question
resonates deeply, an acute reminder
of the importance of planning for retire-
ment (your future).

The last thing most of us want is to
be at the mercy of the earnings of the
children we raised, or the social grants
offered by government to ensure a mod-
icum of dignity to the years of life that
are meant to represent the best of life.
Nevertheless, for a very sizeable portion
of the population, being at the mercy of
family, and/or the State is the most prob-
able and certain future, in fact, scores
of Namibians deal with conflicting priori-
ties relative to their finances, at times
stemming from prioritising the needs of
others, who find themselves dependent
on, in some cases, the one source of
income that a family has to share. We
give this state of affairs a name, but that
is not the focus of this particular article.
Suffice it to say that retiring well is statis-
tically proven to be a reality for a select
few.

So, what does it take? Is it possible to
plan for and settle into a comfortable
retirement? What does that look like?
What are the actionable steps every
(working) individual should take, in their

BY AFRA SCHIMMING-CHASE s

101

circumstances to secure the most digni-
fied future (retirement), where the fruits
of your labour are applied in a manner
that allows you to experience a lifestyle
that represents your greatest desires.

It helps to have a vision of where you
see yourself, whether at retirement in
future, or relative to shorter-term goals.
In essence, having an idea of what truly
matters for you and then prioritising
these dreams is key to justifying the sac-
rifice of some of your current earnings,
in support of a sometimes long-off
future.

It starts with a conscious commitment
from the first employment, to put away
a little for your future. To enable you to
pay for your future. It's a consistent dis-
cipline that has carried the test of time
in ensuring that the future is as bright as
the present. It requires giving up, now,
the use of some of your money, in favour
of an uncertain but most probable
future, of up to 30 years or more without
a regular source of income from labour.

You are never too young to plan your
future, considering a life in retirement,
what's your vision, how do you see your-
self spending your days, what opportu-
nities do you see yourself fulfilling in
favour of which you would design a fi-
nancial strategy that prioritises a future
retirement? It's important to consider
how much you would need, depending
on the age you choose to retire, and a

ISSUE 01

RFIN I RETIREMENT FUNDS
INSTITUTEOF NAMIBIA



quick calculation of an exercise on the
how much is enough www.howmuch-
isenough.net website, assuming a
final salary of N$ 1 500 000 (not a lot, |
concur), requires capital of N$ 15 000
000, to retire at age 60 and live a similar
lifestyle until the average age of easily
78 - 82 life expectancy, if not longer.
This rudimentary calculation assumes
a certain rate of growth for your funds
as well as taking into account inflation,
amongst others. Itis a worthwhile snap-
shot in time as impetus to taking action
on future goals. The simplest manner,
to my mind, to meet your retirement
goals is through an investment strategy
that prioritises what matters most to
you, and for which you are willing to
commit an amount, regularly, to achieve
your set retirement goals. That includes
considering what type of medical insur-
ance you may need, where you would
live, your monthly expenses and other
commitments. For the daunted by the
exercise, making use of a percentage
of current income in future terms is an
alternative.

For most individuals, a useful tool to
create a strategy for retirement, is
founded in the use of the bucket strate-
gy, first introduced by wealth manager
Harold Evensky in 1985. Originally
serving as a basis for a sustainable retire-
ment, it proposes having 3 different
buckets of varying risk and value, each
with a defined purpose, depending on
when you estimate you would need the
money. A such it is split across the entire
investment spectrum and considers,
short, medium and long-term goals,
providing a strategy to ensure that at
all times, before and after retirement
there are funds available to deal with the
everyday bills, unexpected emergencies
(short-term); have resources available
to make much needed renovations to
your home in future, or fund your child’s
education (medium-term); the money
you have set aside for your future (retire-
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ment), and the money you want to leave
for others (long-term). In other words,
this strategy could be characterised
by: today money - tomorrow money
- beyond money, the trio as coined
by Evan Lucas in his book, Mind over
Money.

The benefit of the bucket strategy,
to plan for retirement as well as for a bal-
anced financial plan during retirement,
is that it makes meeting the goal of at
least 70% of your final income in retire-
ment a possible reality. It presupposes
that your third bucket is provisioned as
early as possible, to take full advantage
of tax relief options, time in the market,
compound interest and funded by
growth assets that although subject
to volatility in the short to medium
term, have been known to outperform
income type assets in the long term.
This strategy also recognises the need of
separating the types of funds that fund
each goal/strategy. Recently, Namibians
received much needed relief relative to
contributions for approved retirement
funding vehicles and study policies
for their own children, setting the tax
deduction from income at a maximum
of N$ 150 000 per annum up from the
previous N$ 40 000 annually. This is
an additional incentive to plan for retire-
ment. However, it is not enough to take
action on the investments to fund retire-
ment, even more critical is managing
behaviour as markets go up and down
which invariably is a reality most of us
experience a few times in our lifetimes.
Each bucket covers a set purpose and
provides peace of mind, knowing that
funds are available to meet an urgent
need, a goal not too far off, and for retire-
ment. Having a bucket per grouping
of goals, also helps to provide more
comfort to those resisting planning for
their future (retirement), knowing that
they are taking care of what matters
most for them, in a set of conflicting pri-
orities, consciously selecting those they



intend to commit to, whilst ignoring
placing value on less important, not as
fulfilling places where money may go.
Conventional wisdom dictates that 15%
of your monthly income should fund
your retirement, put away consistently
over a period of 40 plus years, irrespec-
tive of employment changes, preserv-
ing all transfers at termination of em-
ployment, giving you 60 to 70% replace-
ment of your final salary at retirement,
for your living needs for about 30 years.
Creative thinking though, perhaps as
an antonym for conventional wisdom,
proposes to prioritise what matters
most to you, and if experiencing good
years in your future retirement is a
goal within that meaningful space, the
financial effort should be rewarded by
superior returns over the long-term. It
does require the willingness to take
some level of risk, and at any age of
retirement, ensuring a healthy portion
(as defined by age and life expectancy)
in growth assets is set aside to secure
a sustainable income that outlives your
retirement, rather than you running out
of money in retirement. It also requires
time, the commodity that enables your
investment to grow interest on interest
through the power of compounding
over a series of periods. And it is again
Evan Lucas who makes the point in,
Mind over Money, “[that]..having the
ability to see how your money is work-
ing for you across time will give you
the feeling described in the Journal of
Personality and Social Psychology -
‘the feeling that your life - its activities
and habits - are self-chosen and
self-endorsed.” In other words - finan-
cial autonomy.”

In conclusion, planning for a comfort-
able retirement, is possible when the
efforts are focused around maximising
the value for retirement. Start with a
clear idea of what matters most for you,
provide for different scenarios and ages
at which you want to enjoy the best of

your life. Continue with consistent be-
haviours that support the achievement
of your investment strategy, as in the
words of Andrew Bradley in How Much
is Enough, “The Difference between
success and failure is not how invest-
ment markets behave - we know they
generally do well over the long term -
but how investors behave.” In life, as
in retirement, everything is a give and
take, and what a privilege to prioritise
the rest of your life, your future, in a
meaningful way, for you.

Article by:

Afra Schimming-Chase

Financial Advisor, Consultant, Facil-
itator, Speaker - Chase & Associates
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Enongo
Dependants
Trust

People who care every day

Windhoek 061 293 7071 or 061 293 7777
Rosh Pinah 063 274 812
Email enongo@alexforbes.com

Should your employees pass away, have you considered
who will take care of their loved ones?

The Enongo Dependants Trust was founded in 1997 by
Alexforbes, a leading international provider of financial
and risk services, to manage the death benefits of
deceased employees and retirement fund members.

The Trust receives assets in the form of lump-sum death
benefits from unapproved schemes, trusts and approved
retirement funds.

Our dedicated Trustees select appropriate investments
to ensure that the money invested for beneficiaries grows
steadily and enough cash is made available for payments.

Contact us today for cost-effective and efficient trust services
that provide much more than just administrative support.
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HAVE A BLESSED AND SAFE

EASTER
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