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Daar is ’n gesegde wat lui: “Die beste tyd om ’n 

boom te plant, is twintig jaar gelede – die tweede 

beste tyd is vandag.” Met hierdie metafoor as 

inspirasie gaan ons voort om elke geleentheid te 

benut om die saadjie van ons lede se kennis te 

kweek en te ontwikkel.

Ongeag jou ouderdom, bring die einde van 2016 

jou nog ’n jaar nader aan aftrede. Ons hoop jy 

kan terugkyk na die afgelope jaar in die wete dat 

jy in kennis gegroei het, en dat jy toegerus is om 

beter keuses te maak om jou finansiële toekoms te 

verseker.

Met die Kersseisoen op hande raak inkopiesentrums 

voller by die dag en die vakansiegees is tasbaar. 

Terwyl die feesgety hoogty vier, moedig ons jou aan 

om jou geld met omsigtigheid te bestee en wyse 

finansiële besluite te neem. 

Namens die LA Aftreefonds se Raad van Trustees 

wil ek graag van die geleentheid gebruik maak om 

u en u gesin goeie gesondheid en voorspoed vir die 

vakansieseisoen toe te wens.

Ilse Hartlief
Hoofbeampte

Brief van die Hoofbeampte 
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If you were a pro-cyclist aiming to win the Argus and you 

could (legally and honestly) increase your chances of reaching 

your goal by simply shaving some weight off your bicycle 

(and even yourself), 

would you do that? If 

you are climbing Table 

Mountain and you could 

increase your chances 

of reaching the summit 

by slightly reducing the 

weight of your back 

pack without leaving out 

anything, would you do 

that? In both of these 

examples physical weight 

is putting a drag on your 

performance potential, 

thereby reducing your chances of reaching your ultimate 

goal as fast as possible.

Costs associated with investments are those often ignored 

factors which put a drag on the financial performance of 

your investments and thereby reduce your chances of 

reaching your financial goals. In this snippet we illustrate that 

by being mindful of important issues such as cost-drag, an 

investor can improve their performance over the long term.

Are all costs created “evil”?

You have no doubt read many articles about costs and its 

negative impact on savings. Does this mean you have to 

avoid all costs? Are all costs bad? Certainly not.

Financial advisors, administrators/platforms and investment 

managers each fulfil a very important role and need to be 

remunerated for their work. What investors should be 

mindful of is whether they fully understand the respective 

costs and that they are comfortable paying the costs 

associated with the service rendered. Suppose you are faced 

with a selection between two investment managers with 

similar track records, processes and quality teams and skill 

but the one is more expensive than the other? 

Impact of costs on your investment

Costs make a difference over the short and long term. Cost-

drag which is the magnitude of the difference that costs 

make on performance over the long term, is staggering. 

Let’s take an example where you invest a lump sum of  

R500 000 in the following retail fund - a diversified multi 

asset class and multi manager Fund of Fund product (i.e. a 

Fund which invests across multiple asset classes and across 

multiple investment managers). Two Fund of Funds produced 

performance of 10% per year before fees, but Fund of Fund 

A charged fees of 3% per year while Fund of Fund B charged 

fees of 1% per year.

The table below shows the performance if you had invested 

R500 000 with Fund of Fund A. In year one you start with a 

lump sum contribution of R500 000. You received a return 

of 10% (R50 000), fees were 3% (R15 000) leaving a net 

performance of R35 000, hence the total portfolio value is 

R535 000. The investment and fees remain unchanged over 

the years, giving a total portfolio value of R983 576 after  

10 years, R1 934 842 after 20 years and R3 806 128 after 

30 years.

Year Start 
value

Perfor-
mance 
(before 

fees)

Fees

Perfor-
mance 
(after 
fees)

End
value

1 500 000 50 000 15 000 35 000 535 000

5 655 398 65 540 19 662 45 878 701 276

10 919 230 91 923 27 577 64 346 983 576

20 1 808 264 180 826 54 248 126 578 1 934 842

30 3 557 129 355 713 106 714 248 999 3 806 128

The effects of cost-drag on investment performance
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The table below shows the performance if you had invested 

R500 000 with Fund of Fund B. In year one you start with 

a lump sum contribution of R500 000. You received a 

return of 10% (R50 000), fees were 1% (R5 000) leaving net 

performance of R45 000, hence the total portfolio value is 

R545 000. The investment and fees remain unchanged over 

the years, giving a total portfolio value of R1 183 682 after 

10 years, R2 802 205 after 20 years and R6 633 839 after 

30 years.

Year
Start 
value

Perfor-
mance 
(before 

fees)

Fees

Perfor-
mance 
(after 
fees)

End
value

1 500 000 50 000 5 000 45 000 545 000 

5 705 791 70 579 7 058 63 521 769 312 

10 1 085 947 108 595 10 859 97 735 1 183 682 

20 2 570 831 257 083 25 708 231 375 2 802 205 

30 6 086 091 608 609 60 861 547 748 6 633 839 

The table below compares the end values for the two Fund 

of Funds.

Year Fund A
(1% fee)

Fund B
(3% fee)

Difference
(Cost-drag)

1 535 000 545 000 10 000

5 701 276 769 312 68 036

10 983 576 1 183 682 200 106

20 1 934 842 2 802 205 867 363

30 3 806 128 6 633 839 2 827 712

Cost-drag amounted to over R850 000 after 20 years and 

almost R3 million over 30 years. Clearly costs should be a 

major part of any investment decision making process. 

In closing

Albert Einstein said “Compound interest is the eighth 

wonder of the world. He who understands it, earns it ... he 

who doesn’t ... pays it”.

Just as performance compounds over time to your advantage, 

so too can costs compound over time to your detriment 

(causing a lack of performance). In the end, costs add up and 

cost-drag makes a material difference to your savings. You 

need to weigh up the different options available and select 

the best service at the best possible cost.

Fortunately, the LA Retirement Fund, as an institutional fund, 

has negotiated extremely low investment fees with all the 

fund’s investment managers on your behalf and these are 

incorporated into the various risk profiled solutions which 

the Fund currently offers. Whilst private investors typically 

pay 2% to 3% in investment fees for a retail diversified 

multi asset class and multi manager Fund of Fund, the LA 

Retirement Fund has implemented fees of well below 1%.



Trustees: Mr I du Toit (Chairperson), Mrs M van Zyl (Deputy Chairperson), Mr HF Botha, Mr DL Carstens, Mr PW Esterhuizen, Mr WR Meiring, Mr JAH van den Berg, 
Mr JDB van der Merwe, Mr S Philander • Principal Officer: Mrs IT Hartlief 

PO Box 4300, Tygervalley, 7536 • Belmont Office Park, Twist Street, Bellville, 7530 • Tel: 021 943 5305 • Fax: 021 917 4114 • www.laretirementfund.co.za • Fund registration No: 12/8/1278/2 

Please contact us if you require any of the articles in English/Afrikaans or Xhosa.

The early bird catches the worm 
An age old saying, but what does this have to do with my 

retirement savings? Simply put; you will have an advantage if 

you do something immediately or before anyone else does. 

An unfair advantage you might say, but it’s true. 

Start saving early because the sooner you start 
to save, the less you have to save per month. 
Contribute the maximum that your employer permits you 

to contribute towards your retirement fund. Remember 

that even though your employer contributes 18% of your 

pensionable earnings towards the fund (7.5% or 10% in respect 

of Councillors) and you contribute 9% of your pensionable 

earnings towards the fund (7.5% in respect of Councillors), 

you may make additional voluntary contributions of up to 

27.5% of the higher of your remuneration or taxable income 

up to a maximum of R350 000 per year.  Speak to your 

payroll department.

In addition, when you do change jobs, DO NOT take your 

retirement savings in cash, as tempting as it may be.  Leave 

it invested in the fund (called in-fund preservation) until 

you really need it and continue to benefit from the Trustees 

sound investment decisions and cost effective fund structure.  

The bottom line is that you must save as much as you can, 

from as early as possible, for as long as possible, to make the 

most of your retirement savings..

8th Wonder of the World
Compound interest doesn’t care how old you are, who you 

are, where you grew up, your gender, beliefs or how much 

money you have. It affects everyone in the same way because 

it depends on time.

While it’s busy working for you (see the examples below), it 

teaches you patience. You won’t see the results overnight but 

over time you will and that is a fact.

Let’s consider two members, named Ben and Rob. They 

both saved R100 per month and earned an effective return 

of 9% per annum. The difference between Ben and Rob 

(besides not supporting the same soccer team) is that Ben 

saved the same amount for 20 years while Rob did it for 

30 years.

After 20 years Ben’s savings with investment growth became 

almost R64 000 whereas Rob’s savings amounted to more 

than double Ben’s, having grown to slightly more than  

R170 000!

R170 000.00
Rob saved R100

per month for over 30 years
using a return of 9%

Ben saved R100
per month for 20 years
using a return of 9%

After 30 years he will have  
R170 000.00

After 20 years he will have  
R64 000.00

R64 000.00

THE MORE TIME YOU ALLOW YOUR 
SAVING TO COMPOUND THE BETTER
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This is where 
the magic of 
compound 

interest 
happens
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HOW COMPOUND INTEREST CAN WORK FOR YOU

The investment world can be complicated and confusing, 

and there are lots of different views and events that affect 

this. It’s important that you don’t get frightened by market 

events into disinvesting from the market and putting your 

retirement savings into portfolios that aim to preserve 

capital value at the expense of long-term returns, thereby 

locking in any losses. You need to stay invested.

The LA Retirement Fund encourages you, our members, to 

stick to your long term investment plan in order to reach 

your retirement goals. You are your own greatest asset and 

while we can assist you with your retirement planning,  only 

you are in control of your financial future.

The Power of Compound Interest


