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WHY IT MAKES
SENSE TO START SAVING EARLY!

Are you young enough that you still staying with your parents and no children whilst working? Do you have traditional 
roles and responsibilities of taking care of your family? So why not take advantage of this limited period of your life and 

start saving. Did you know that starting early can actually set you up for life? Remember that the life expectancy has now 
increased from 60 years to almost 80years, and there are predictions that we could live beyond 100 years. 

A few points to consider:
1. The power of compounding is in your hands! The term refers to earning interest income on the interest income 

invested, resulting in your investment growing at an accelerated level. See what you could miss out on, if you start later 
on. Say as an example: 

Investor Invested amount Start Age # of years ROI Cash Invested Value of investment

A R500 25 35 8% R210,000 R1,033,901

B R500 35 25 8% R150,000 R438,636

C R1180 35 25 8% R354,000 R1,035,180

D R500 25 10 8% R 60,000 R595,265

That is the magic of compounding! Yep! Albert Einstein once noted that it is the “most powerful force in the universe”.  
However, it comes with the length of time. The longer you are invested, the more returns you will get. 

Compounding further assists during the times when you cannot continue investing. Say investor D above, invests for 10 years 
only and stops investing at age 35, but keeps his money invested until age 65. His R60 000 investment will be worth R595 265 
at the age 65. This is still better than investor B who started at age 35. 
 
2. Make investing part of your lifestyle! If you plan on spending 90% of your income from the time you start working, it is 

going to be easy to get into the habit of saving. Money is not a tool, but a way to realising your lifestyle goals. As you age, 
you need to increase your savings in line with your income and inflation.  We all know that time value of money influences 
the purchasing power. The value of R1 as it was in 1975 and now is different to what it is now. So, make sure that as a 
minimum, your savings increase in line with inflation.  

3. It is said that there are two things that are certain in life, “dying and paying taxes”. So why not utilise the available 
tax allowances to maximise your savings goal. Tax-Free investments are a best way to start your savings plan. These are 
such that any interest derived from the investment does not attract tax. You can also make use of your provident fund or 
pension fund contribution (RA) to reduce your tax. See the table below.

No RA RA @ 21.5% RA @ 27.5% No RA RA @ 27.5%
Annual Package     250,000     250,000     250,000     650,000     650,000 

Retirement Annuity (RA)                  -       (52,500)    (68,750)                   -      (178,750)
TAXABLE INCOME     250,000      197,500      181,250     650,000     471,250 

Tax payable 49,331 35,681         32,625 184,706 117,524 
Primary rebate  (14,067)  (14,067)  (14,067)  (14,067)  (14,067)

TAX LIABILITY       35,264         21,614       18,558       170,639      103,457 
Effective % Tax paid 14% 11% 10% 26% 21%

4. Have investment goals! These can be short term – emergency fund, or medium term – maybe you are planning to go 
on holiday, buy a house, buy a car or start a family in the next 3 or so years, or long term – retirement planning or starting 
a business.

5. Self-Improvement! Learn at least one thing related to investing. Read books, listen to business news, take note of 
political and economic changes that has an affect your investment. See article on “what is investing”

6. Avoid quick returns! If it’s too good to be true, it probably is! Be wise! Consider if the returns made will be consistently 
received in the next 10 years. If returns are too good in the short term, then reconsider! Patience is key. Good return take 
time and the compounding effect will be powerful

If you are not certain as to where to start, consider having the services of an Independent Financial Advisor who can help 
you with the discipline of saving and can give the best investment advice.  
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