
Old Mutual Max Investments

Question

If you became disabled, would your financial goals still be attainable?

Solution
Adding Premium Protection (Disability) Benefit to your plan:

Provides peace of mind knowing that your financial goals can still be attained in the

event of disability.

Ensures that Old Mutual will pay your premiums while you are disabled.

Ensures that capital continues to accumulate — refer to the graph on the right.
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Add Premium Protection Benefits to your Committed Retirement Annuity and enjoy
peace of mind...

Assumptions
 Client is paying R500 p.m.
 Premium Paying Term of the plan is 15 years.
 Life Covered/Client becomes disabled after 5 years.
 Premiums increase at the rate of inflation (currently 5% p.a.).
 Assumed growth rate at 10%.

The graph illustrates the illustrative fund values with and without Premium Protection Benefits, taking into account that Old Mutual pays the premium on disability where
PP (Disability) is selected.
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It’s time in the market that counts. Make use of the 8th wonder of the world - the compounding effect of

returns over time - to exponentially increase your retirement savings.

Investing in cash may be a safe bet as the risk of capital loss is very low. However, it comes at a price:

lower expected returns.

Equities have outperformed cash as an asset class over the long term, helping investors beat inflation.

Investing wisely over the long term can mean the difference between having and not
having enough retirement capital.
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Income tax saving on contributions
RA contributions are tax deductible up to a maximum of 15% of income. (Assuming no pension/provident fund,
i.e. all income is non-retirement funding.)

Example:
John and Dave are business partners and each earns an income (including bonuses) of R600 000 p.a. John
contributes R90 000 each year to a retirement annuity, while Dave puts the same amount into a bank savings
account.

By investing in a Retirement Annuity, John gets R36 000 p.a. back from the tax man!

No tax on fund build-up
The inside build-up of the fund is taxed at 0% on interest income and there is no tax on capital gains.

Protection against insolvency
RAs are protected against claims from creditors, meaning business risks can be kept separate from personal
investments.

Funds remain intact until retirement
Withdrawals can only be made from age 55, ensuring that funds cannot be used for any purpose other than
providing a retirement income.

Tax saving after retirement
After retirement, the first R300 000 of any lump sum taken is tax free.

John’s annuity income is taxed, but if Dave were to make regular disinvestments from his savings he would
also pay tax on investment returns (for example, on interest income earned). John may actually be paying
less tax than Dave.

An RA can also be used to build up a fund for post-retirement medical expenses. After the age of 65, all medical
expenses are fully tax deductible.

Annual income R600 000 R600 000

RA contribution (R90 000) R0

Taxable income R510 000 R600 000

Income Tax (2007/8 rates) R155 125 (30%) R191 125 (32%)

After-tax income R354 875 R408 875

Non-deductible savings R0 (R90 000)

NET INCOME R354 875 R318 875

John (RA) Dave (NO RA)

Why you
should have an
RA if you are
self-employed
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94% of South African people cannot afford to maintain their current standard of living once they retire.

Even people with 40 years’ service in a typical defined benefit pension fund will see a reduction of at least

20% of pre-retirement income the day they take leave of their company.

THE SOLUTION:
Old Mutual Max Investments Retirement Annuity offers you maximum opportunity

to bridge the income gap at retirement.

You can retire comfortably if you start planning early.

PENSION VS SALARY
The Gap at Retirement
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Why save
for
retirement?
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