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How to manage a client's post 

retirement income stream effectively



Discussion points
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1. Clarity on what the main objective is

2. The appropriate level of risk

3. Continuous management of drawdown rate
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Does solving the secondary objectives lead us to compromise 
on the primary objective?

Source: M&G Investments; 1977 to 2022 (45 Years)
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Longevity:  Don’t give up growth in retirement

Source: M&G Investments 15% allocation / 6.8% Income / 68% replacement ratio
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Longevity: understanding the real cost of de-risking at retirement

Source: M&G Investments 15% allocation / 6.8% Income / 68% replacement ratio
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Analysis of pre- and post-retirement books
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Significant shift out of MA High Equity

Source: M&G Investments, Morningstar, ASISA, 20y data ending 31/12/2022
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De-risking from pre- to post-retirement
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Reduce expected return by ±0.80% p.a.

Source: M&G Investments, Morningstar, ASISA, 20y data ending 31/12/2022
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Extended periods of below average market beta

We have seen this before…but it remains difficult to stay the course 

Source: Morningstar, M&G Investments



Living Annuity scenario modelling per ASISA fund category

9Source: Morningstar, M&G Investments. Calculation: Monte Carlo Simulation

Low drawdown rate works across all fund categories

2.5% Drawdown

SA  IB Short Term SA  MA Income SA  MA Low Equity
SA  MA High 

Equity
SA  EQ General

10 Years 0.0% 0.0% 0.0% 0.0% 0.0%

15 Years 0.0% 0.0% 0.0% 0.0% 0.1%

20 Years 0.0% 0.0% 0.0% 0.1% 0.3%

25 Years 0.0% 0.0% 0.0% 0.2% 0.8%

30 Years 0.0% 0.0% 0.0% 0.4% 1.9%

35 Years 0.0% 0.0% 0.1% 1.2% 3.5%

40 Years 0.0% 0.0% 0.2% 2.5% 4.9%



Living Annuity scenario modelling per ASISA fund category

10Source: Morningstar, M&G Investments. Calculation: Monte Carlo Simulation

Increased drawdown rate resulting in increased failure rates

5.0% Drawdown

SA  IB Short Term SA  MA Income SA  MA Low Equity
SA  MA High 

Equity
SA  EQ General

10 Years 0.0% 0.0% 0.0% 0.0% 0.3%

15 Years 0.0% 0.0% 0.0% 1.4% 3.9%

20 Years 0.0% 0.3% 2.6% 10.4% 12.9%

25 Years 98.8% 26.9% 29.3% 27.1% 23.0%

30 Years 100.0% 83.8% 65.9% 43.7% 32.0%

35 Years 100.0% 98.5% 86.1% 55.6% 39.4%

40 Years 100.0% 99.9% 94.6% 65.1% 45.0%



Living Annuity scenario modelling per ASISA fund category

11Source: Morningstar, M&G Investments. Calculation: Monte Carlo Simulation

7.5% Drawdown

SA  IB Short Term SA  MA Income SA  MA Low Equity
SA  MA High 

Equity
SA  EQ General

10 Years 0.0% 0.0% 0.0% 3.9% 8.2%

15 Years 100.0% 58.6% 51.1% 40.5% 33.9%

20 Years 100.0% 99.9% 97.2% 75.2% 57.0%

25 Years 100.0% 100.0% 99.9% 89.0% 69.7%

30 Years 100.0% 100.0% 100.0% 94.6% 77.2%

35 Years 100.0% 100.0% 100.0% 97.2% 81.7%

40 Years 100.0% 100.0% 100.0% 98.2% 84.6%



Understanding the impact of alpha on living annuity outcomes

12Source: Morningstar, M&G Investments. Calculation: Monte Carlo Simulation

5.0% Drawdown

SA  IB 
Short Term

SA  MA 
Income

SA  MA 
Low Equity

SA  MA 
High Equity

SA  EQ 
General

10 Years 0.0% 0.0% 0.0% 0.0% 0.3%

15 Years 0.0% 0.0% 0.0% 1.4% 3.9%

20 Years 0.0% 0.3% 2.6% 10.4% 12.9%

25 Years 98.8% 26.9% 29.3% 27.1% 23.0%

30 Years 100.0% 83.8% 65.9% 43.7% 32.0%

35 Years 100.0% 98.5% 86.1% 55.6% 39.4%

40 Years 100.0% 99.9% 94.6% 65.1% 45.0%

5.0% Drawdown
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Income 
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M&G 
Enhanced 

Income 
Fund A

M&G 
Inflation 

Plus Fund A

M&G 
Balanced 
Fund A

M&G 
Equity Fund 

A

10 Years 0.0% 0.0% 0.0% 0.0% 0.1%

15 Years 0.0% 0.0% 0.0% 1.0% 1.0%

20 Years 0.0% 0.0% 1.0% 4.6% 2.9%

25 Years 34.9% 2.0% 4.3% 10.0% 4.9%

30 Years 99.9% 16.3% 9.8% 15.3% 6.5%

35 Years 100.0% 43.6% 15.9% 20.2% 7.9%

40 Years 100.0% 67.3% 22.2% 24.2% 8.8%



Conclusion
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1. Clarity on what the main priorities are to solve for

2. Sufficient exposure to growth assets – otherwise insurance

3. Continuous management of drawdown rate

4. Managing client behaviour

5. Active management: returns and volatility



This document is for information purposes only and is not an offer to or solicitation for investors to invest in any of the capabilities or
products offered by MandG Investment Managers (Pty) Ltd [M&G Investment Managers] (Registration no. 2013/051515/07) and
MandG Investments (Namibia) (Pty) Ltd (Registration no. 1996/85) [M&G Namibia] or any of their associates, being MandG
Investments Unit Trusts South Africa (RF) Ltd (Registration no 1999/005242/06) and MandG Investments Unit Trusts (Namibia) Ltd
Registration no. 2007/609. M&G Investment Managers is an authorised discretionary financial services provider by the Financial
Sector Conduct Authority of South Africa [FSP45199] in terms of the Financial Advisory and Intermediary Services Act, and has it’s
registered offices at 5th Floor Protea Place, 30 Dreyer Street, Claremont, 7708. M&G Namibia is an approved person in terms of
section 4 of Stock Exchanges Control Act, its offices are at 6 Feld Street, Windhoek, Namibia. Information given in this document has
been obtained from, or based upon sources believed to be from an accurate and timely source but M& Investment Managers and
M&G Namibia make no representations or warranty, express or implied, with respect to the correctness, accuracy or completeness of
the information and opinions. This information is not intended to constitute a basis for any specific investment decision. Investors are
advised to familiarise themselves with the unique risks pertaining to their investment choices. Investors should seek the advice of a
properly qualified financial consultant/adviser before investing. The value of an investment will fluctuate and past performance is not
necessarily an indication of future returns.

www.mandg.co.za
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