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Overview

As you move into or approach retirement, 
your investment needs change. 
You’re no longer just growing a pot; 
you’re paying yourself a reliable income, 
most often from a living annuity. That 
shift brings a new mandate for your 
portfolio: still deliver inflation-beating 
growth over decades but also cushion 
the ride so withdrawals can continue 
through tough markets. 

In short, the mix that worked pre-
retirement (maximise growth) isn’t 
the same mix you need now (growth 
and reduced volatility, with liquidity 
for income).

This edition breaks down how your 
needs change, the new risks that come 
with drawing an income in retirement, 
and the Coronation portfolios built 
specifically for this purpose – Coronation 
Capital Plus and Coronation Balanced 
Defensive – with long, consistent track 
records of delivering on these needs 
across market cycles.

https://www.coronation.com/en-za/personal/funds/capital-plus/#js-overview
https://www.coronation.com/en-za/personal/funds/capital-plus/#js-overview
https://www.coronation.com/en-za/personal/funds/balanced-defensive/#js-overview
https://www.coronation.com/en-za/personal/funds/balanced-defensive/#js-overview
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Why do your investment needs 
change in retirement?

For most of your working life you’re in accumulation mode. The job is straightforward: 
keep contributing, stay invested, and own enough growth assets (such as equities) so 
your savings can outpace inflation. In that phase, the portfolio’s mandate is largely to 
maximise long-term, tax-efficient growth.

As you approach (and enter) retirement, the job changes. You start drawing a regular 
income, most often from a living annuity. That pivot introduces new realities: markets 
can be bumpy at the same time you need cash, and the order of returns now matters 
more because withdrawals lock in gains or losses.

Your objectives therefore shift from a single goal to a balanced set of investor needs:

	 Keep growing above inflation for decades. Retirement can last 25-30 years or 
more; your capital still needs growth engines.

	 Manage short-term ups and downs so income can continue to be drawn 
comfortably. The portfolio must cushion volatility and hold enough liquid assets 
so you’re not forced to sell growth holdings at the wrong time.

In short: the mix that worked pre-retirement isn’t the same mix you need now.

Your investment needs change when you start drawing an income
Two phases of retirement investing (illustrative)

Accumulation phase

Prioritise long-term growth

Decumulation phase

Balance growth with 
short-term volatility 
management for steady 
income
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* Illustrative only. Path and duration depend on your drawdown rate, returns and inflation

Retirement start (first withdrawal)*

30-40 years ~30 years
typical typical
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What risks do you need to navigate 
in retirement?

A living annuity is often the most appropriate investment account from which to 
draw a regular income in retirement. It gives you flexibility and any unused capital 
can pass to your heirs. 

The trade-off

Because you’re drawing an income each year, you face a new set of risks that must be 
managed continuously inside the portfolio. The following illustration offers a quick 
overview of these risks and what investors often underestimate when it comes to 
these risks.

1. Inflation  
risk

The risk that your 
buying power erodes 

as prices rise

What helps: 

Keep growth assets in 
the mix to beat inflation 

over time

3. Longevity  
risk

The risk of outliving your 
money – retirement can 

last 25-30+ years

What helps:

Maintain sufficient 
growth exposure and a 

sensible drawdown

2. Sequence of returns 
risk

The risk of retiring into 
a downturn – early losses 
plus withdrawals can do 

lasting damage

What helps: 

Hold defensive assets 
(bonds, ILBs, cash) and 

manage volatility, 
especially in the first decade

  How inflation compounds over decades
  The impact of early bad markets without enough defensive assets

  How long retirement can really last (plan for ~30 years)

Investors often underestimate:

At 6% inflation, R1 buys ~17c after 30 years; at 3%, ~41c.
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1. Inflation risk – it’s the after-inflation outcome that matters

When planning for retirement, inflation remains one of the biggest long-term risks to 
your purchasing power. In South Africa, long-term inflation expectations may need to 
be revised lower from the 5%-6% range used for long-term financial planning purposes. 
Using a lower assumption helps set more realistic expectations for future investment 
returns – since lower inflation usually means lower nominal growth. Ultimately, though, 
it’s important to judge your investments in real terms (after inflation) and stay prepared 
for periods when inflation can rise unexpectedly. A well-diversified portfolio with 
exposure to growth assets remains the best defence against this risk. 

Who is most exposed to inflation risk?

	 Living annuity investors with too little growth exposure

	 Life annuity buyers whose starting income doesn’t keep pace with CPI over time 

The long-run impact of inflation (why it still matters)

While policy is shifting to anchor inflation lower over time, even “low” inflation quietly 
erodes buying power when you’re drawing an income for decades. The compounding 
effect is what bites.

	 At 3% a year (a lower anchor): R1 today buys about 41c in 30 years

	 At 6% a year (long-run planning assumption): R1 shrinks to ~17c after 30 years

	 At 10% a year (a high-inflation scenario): R1 falls to ~5c over 30 years

That’s why a retirement portfolio still needs growth assets (to beat inflation) 
alongside defensive assets (to smooth the ride), even if the headline inflation target 
is lower.
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2. Sequence of returns risk – when timing hurts

Two portfolios can earn the same average return, yet end with very different 
outcomes once withdrawals start. Poor markets early in retirement can permanently 
dent capital because you’re selling (when you withdraw) into weakness. Managing 
volatility and keeping enough liquidity for income in down markets makes a 
meaningful difference: in our illustration, the portfolio that cushioned early losses 
ends with ~13% more capital than the one that didn’t.  

Why early-loss protection matters (sequence of returns risk)
R1m invested at retirement: 5% constant annual income (i.e. your rand income 
resets annually based on portfolio value)

Year Year
0  1  2  3  4  5  6  7  8  9  10

R’million 
(nominal)

Illustrative paths, not fund returns
Source: Coronation Research

Unfavourable 
sequence Unfavourable 

sequence

Protected 
capital

Protected 
capital

Ends 
~13% 
higher

Favourable 
sequence Favourable 

sequence

Same average return, different 
order – no withdrawals

Same average return, different order 
– with withdrawals

2.5

2.0

1.5

1.0

0.5

0
0  1  2  3  4  5  6  7  8  9  10

Limiting early losses when you start drawing an income can meaningfully lift long-term 
outcomes – despite the same average return. We use defensive assets and other tools 

(when cost-effective) to manage this risk.
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3. Longevity risk – making your money last 

A 60-year-old should plan for ~30 years in retirement; that requires a portfolio with 
sufficient growth asset exposure and a sensible starting drawdown. As the table 
shows, at ~10% net annual return, a 5% starting drawdown (that adjusts annually 
by 6% to maintain the same amount of real income) is typically sustainable for 
~33 years; at 7.5% returns, the same 5% draw may last only ~19 years – a sharp drop 
that underlines how important return assumptions and drawdown discipline are.  

It’s crucial to select a prudent initial income rate
At a 10% p.a. investment rate of return, initial income drawdown rates  
up to 5% are sustainable 

It is important to note that the table above assumes that you will adjust your percentage income selected over time to maintain 
the same amount of real income (i.e. allowing for inflation of 6% per annum).
Source: ASISA Standard on Living Annuities; 2024

Investment return per annum (before inflation & all fees)

2.5%      5.0% 7.5% 10.0% 12.5%
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5.0% 11 14 19 33 50+

7.5% 6 8 10 13 22

12.5% 2 3 3 4 5

15.0% 1 1 2 2 2

17.5% 1 1 1 1 1

Investors can consider blending a life annuity later in retirement to 
transfer some of the longevity risk to an insurer (for a fee), alongside 
an appropriately invested living annuity. 

What this means for your portfolio

In retirement, you need a multi-asset, valuation-led portfolio that balances 
growth (to beat inflation) with defensive assets (to smooth the ride) and offshore 
diversification. That’s the design behind Coronation Capital Plus and Coronation 
Balanced Defensive – built for living-annuity investors to help sustain real income 
over decades while managing the bumps along the way.

https://asisa.org.za/media/fc0e333v/standard-on-living-annuities-updated-20250416.pdf
https://www.coronation.com/en-za/personal/funds/capital-plus/#js-overview
https://www.coronation.com/en-za/personal/funds/balanced-defensive/#js-overview
https://www.coronation.com/en-za/personal/funds/balanced-defensive/#js-overview
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Choosing the right fund for your 
living annuity

As we have explained earlier in this document, once you start drawing an income, your 
investor needs split into two:

	 keep growing above inflation, possibly over decades; and

	 keep the ride steady enough for you to withdraw a regular retirement income over 
the long term.

A living annuity portfolio must therefore achieve the above two objectives.

Same toolkit, different emphasis

Both Coronation Capital Plus and Coronation Balanced Defensive are multi-asset 
funds designed for living annuities. Each manages the three key retirement risks – 
inflation, sequence of returns, and longevity – but with different levels of emphasis. 
Both keep enough growth assets to help your money last, while holding defensive 
assets such as South African bonds, inflation-linked bonds, cash, and selective hedges 
to cushion the impact of weak markets early in retirement.

Coronation Capital Plus
Prioritises inflation risk  

& addresses longevity risk

Coronation Balanced Defensive
Prioritises sequence of returns risk 

& addresses longevity risk

What it does: 
Leans more into growth assets to 

help defend purchasing power over 
a 20-30-year retirement

What it does: 
Holds fewer growth assets and more 

defensive assets to keep the path steadier 
when you’re drawing an income

Typical growth-asset mix: 
~60% through the cycle (not a fixed cap)

Typical growth-asset mix:
~40% through the cycle (not a fixed cap)

Domestic 
equities

Offshore 
equities

Property

Bonds & 
ILBs / cash / 

hedges

Bonds & 
ILBs / cash / 

hedges

Growth 
assets

Income 
assets

Domestic 
equities

Offshore 
equities

Property

Growth 
assets

Income 
assets

https://www.coronation.com/en-za/personal/funds/capital-plus/#js-overview
https://www.coronation.com/en-za/personal/funds/balanced-defensive/#js-overview
https://www.coronation.com/en-za/personal/funds/capital-plus/#js-overview
https://www.coronation.com/en-za/personal/funds/balanced-defensive/#js-overview
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How to use these funds?

If inflation defence is your main concern and you can handle some volatility, lean 
toward Coronation Capital Plus.

This fund is best for the first half of retirement or for investors who need higher real 
growth while being able to tolerate some market ups and downs.

If smoother withdrawals matter most, lean toward Coronation Balanced Defensive. 
Many retirees may choose to blend the two (for example 60/40 or 50/50) and review 
annually with their adviser as drawdown needs and market conditions evolve.

This fund is best for investors with lower tolerance for volatility, or who are in the 
second half of their retirement.

Case study: sustaining a 5% drawdown over the long term

The following case study shows how a multi-asset fund with sufficient growth assets 
and global diversification, such as Coronation Capital Plus, can support a prudent 
drawdown over decades.

What we tested

R1 million invested in Coronation Capital Plus (our flagship living-annuity portfolio) 
since launch in 2001, drawing a 5% constant annual income (i.e. your rand income 
resets annually based on the portfolio value).

What we found

Over 24 years to end-September 2025, Coronation Capital Plus (moderate risk, higher 
growth asset exposure) enabled:

•	 A cumulative income withdrawal of R3.1 million (nominal) over the period; and

•	 Portfolio value growth of R4.4 million (nominal) and R1.2 million (real), even after 
paying out an income.

Why it matters

Maintaining sufficient growth exposure (guided by valuation) is what protects 
purchasing power over the decades. Defensive assets (bonds, ILBs, cash and selective 
hedges) help steady the journey, so you’re not forced to sell growth at the wrong time.

https://www.coronation.com/en-za/personal/funds/capital-plus/#js-overview
https://www.coronation.com/en-za/personal/funds/balanced-defensive/#js-overview
https://www.coronation.com/en-za/personal/funds/capital-plus/#js-overview
https://www.coronation.com/en-za/personal/funds/capital-plus/#js-overview
https://www.coronation.com/en-za/personal/funds/capital-plus/#js-overview
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Indicative returns over the period: 11.5% p.a. (based on Capital Plus’ annualised returns net of fees as at 30 September 2025).

Source: Coronation, as at 30 September 2025

 
R’million

6

4

2

0

Capital Plus: Real growth and sustainable income from one fund
R1 million invested 24 years ago delivered R3.1 million in income (nominal) 
and still grew the portfolio value in nominal and real terms

What if you didn’t have growth above inflation?

If a portfolio only kept pace with inflation (~0% real return) while paying an initial 
5% income each year (annually adjusted based on the portfolio value), inflation would 
do far more damage to both the remaining capital and the real value of income. 
Over long periods, real outcomes would be materially lower versus a portfolio that 
compounds above inflation.

Real growth is the difference between merely keeping up and moving ahead.

Why Coronation Capital Plus for living annuities?

The fund balances growth for inflation defense with defensive assets for a steadier 
path, helping investors keep drawing an income – calmly – through different market 
conditions. The fund’s multi-asset approach blends local and global shares, bonds, 
property and cash in a single, well-diversified portfolio. It aims to smooth the ride 
when markets are volatile while still growing your capital over time. For investors 
drawing an income, that balance means a steadier experience and a better chance 
of your savings lasting through retirement.

R1m

Nominal

R3.1m
R4.4m

Nominal Adjusted 
for inflation 

(Real)

R1.2m

Growth
Portfolio value after 
24 years and income 
payments deducted

Initial capital 
invested in 2001

Income
Cumulative 

amount withdrawn 
since 2001

https://www.coronation.com/en-za/personal/funds/capital-plus/#js-overview
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Managing your income over time 

Further to setting a sensible starting income and choosing a fund with appropriate 
growth exposure, here are some pointers that you can consider to keep your drawdown 
on track with a few guardrails. 

Each year:

1.	 Index for inflation. Start with last year’s rand income and add inflation. This is 
called the modified withdrawal rule.

2.	 Loss-year stop. If the portfolio had a negative return and the inflation increase 
would push today’s withdrawal rate above your initial withdrawal rate (IWR), keep 
income flat this year. This is called the capital preservation rule.

Guardrails check: 

Work out today’s current withdrawal rate (CWR) = this year’s income ÷ current portfolio 
value. Compare CWR with your IWR:

	 Prosperity (upside): If CWR is more than 20% below IWR, give yourself a 10% raise 
this year.

	 Capital preservation (downside): If CWR is more than 20% above IWR, 
cut income by 10% this year. (Apply this downside guardrail mainly in the first 10-
15 years of retirement.)

That’s it: inflation as the baseline, a loss-year pause, and two simple guardrails to 
keep withdrawals sustainable.

Initial withdrawal rate 
(IWR)

Current withdrawal rate 
(CWR)

Guardrail  
band

First-year income ÷  
starting portfolio  
(e.g., R250 000 ÷ 

R5 000 000 = 5%)

This year’s income ÷ 
today’s portfolio value

IWR ±20% 

Inside the band → just 
take inflation 

Outside → apply the 10% 
raise/cut
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Applying the prosperity and capital preservation rules

Assume inflation-adjusted 
income requirement is R340 000 
(or 6.2% of portfolio value).

As the difference between 6.2% 
and 5% is >20%, the capital 
preservation rule applies: 

	 Cut income by 10% to draw 
R306 000

Period of 
higher inflation 
and lower 
returns

Period of low 
inflation and 
high returns

5 years after retirement date

Portfolio value 
at retirement 

date: R5m
Initial withdrawal  

rate: 5%  
(or R250 000 
in first year)

Assume inflation-adjusted 
income requirement is R300 000 
(or 3.75% of portfolio value).

As the difference between 
3.75% and 5% is >20%, the 
prosperity rule applies:

	 You can afford a ‘raise’ in 
income of 10% to draw 
R330 000

Portfolio  
value grows  

to R8m

Portfolio  
value reduces  

to R5m
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Conclusion

Retirement changes your investment needs. You still need growth that beats inflation, 
but you also need a steadier path so withdrawals can continue through rough markets. 
A living annuity gives you the flexibility and legacy benefits; the difference comes 
from the multi-asset portfolio you use to fund it.

Coronation Capital Plus and Coronation Balanced Defensive are built for this 
stage. Both manage the three big retirement risks (inflation, sequence of returns, 
and longevity) through one integrated, valuation-led process. The tilt differs by need: 
Capital Plus prioritises inflation defence with more growth assets and offshore 
diversification; Balanced Defensive prioritises a smoother income path with more 
defensive assets. Many retirees use a blend and review the split each year.

Our commitment is simple: manage to your needs. We size growth and defensive 
assets deliberately, trim when prices run ahead of fundamentals, add when value 
appears, and use protection only when it’s worth paying for. The goal is the same in 
every market – sustain your real income and protect your plan over decades.

If you need assistance to identify the right mix that fits your drawdown and comfort 
with ups and downs, speak to your adviser. We’ll do the rest: a disciplined, diversified 
portfolio managed for the realities of retirement, so your income can keep up with life, 
not just with prices.

https://www.coronation.com/en-za/personal/funds/capital-plus/#js-overview
https://www.coronation.com/en-za/personal/funds/balanced-defensive/#js-overview


Disclaimer:
All information and opinions provided are of a general nature and are not intended to address the circumstances 
of any particular individual or entity. As a result thereof, there may be limitations as to the appropriateness of any 
information given. It is therefore recommended that the reader first obtain the appropriate legal, tax, investment or 
other professional advice and formulate an appropriate investment strategy that would suit the risk profile of the reader 
prior to acting upon information. Neither Coronation Fund Managers Limited, Coronation Management Company 
(RF) (Pty) Ltd nor any other subsidiary of Coronation Fund Managers Limited (collectively “Coronation”) is acting, 
purporting to act and nor is it authorised to act in any way as an adviser. Coronation endeavours to provide accurate 
and timely information but we make no representation or warranty, express or implied, with respect to the correctness, 
accuracy or completeness of the information and opinions. Coronation does not undertake to update, modify or amend 
the information on a frequent basis or to advise any person if such information subsequently becomes inaccurate. Any 
representation or opinion is provided for information purposes only. Unit trusts should be considered a medium- to 
long-term investment. The value of units may go down as well as up, and is therefore not guaranteed. Past performance 
is not necessarily an indication of future performance. Unit trusts are allowed to engage in scrip lending and borrowing. 
Performance is calculated by Coronation for a lump sum investment with income distributions reinvested. All underlying 
price and distribution data is sourced from Morningstar. Performance figures are quoted after the deduction of all costs 
(including manager fees and trading costs) incurred within the fund. Note that individual investor performance may 
differ as a result of the actual investment date, the date of reinvestment of distributions and dividend withholding 
tax, where applicable. Annualised performance figures represent the geometric average return earned by the fund 
over the given time period. Where foreign securities are included in a fund it may be exposed to macroeconomic, 
settlement, political, tax, reporting or illiquidity risk factors that may be different to similar investments in the South 
African markets. Fluctuations or movements in exchange rates may cause the value of underlying investments to go 
up or down. The Coronation Money Market and Coronation Corporate Money Market Funds (“Money Market Funds”) 
are not bank deposit accounts. The fund has a constant price, and the total return is made up of interest received and 
any gain or loss made on any particular instrument. In most cases the return will merely have the effect of increasing or 
decreasing the daily yield, but in the case of abnormal losses it can have the effect of reducing the capital value of the 
portfolio. Excessive withdrawals could place the Money Market Funds under liquidity pressures. In such circumstances 
a process of ring-fencing of redemption instructions and managed pay-outs over time may be followed. A fund of 
funds invests in collective investment schemes that levy their own fees and charges, which could result in a higher fee 
structure for this type of fund. A feeder fund invests in a single fund of a collective investment scheme, which levies its 
own charges and could result in a higher fee structure for the feeder fund. Coronation Management Company (RF) 
(Pty) Ltd is a Collective Investment Schemes Manager (the “Management Company”) approved by the Financial Sector 
Conduct Authority in terms of the Collective Investment Schemes Control Act. Unit trusts are traded at ruling prices 
set on everyday trading. Forward pricing is used. For Domestic Unit Trust Funds and Tax-Free Investments, including 
rand-denominated Offshore Unit Trust Funds, fund valuations take place at approximately 15h00 each business day, 
except at month end when the valuation is performed at approximately 17h00 (JSE market close). For these Funds, 
instructions must reach the Management Company before 14h00 (12h00 for the Money Market Funds) to ensure 
same day value. Withdrawal instructions from the Coronation Corporate Money Market Fund will be paid by 14h00 
on the day of instruction if they are received before the 12h00 (noon) cut-off time. Withdrawal instructions from the 
Coronation Corporate Money Market Fund received after 12h00 but before 17h00 will be paid by 09h00 on the 
following business day. For Offshore Unit Trust Funds that are denominated in a foreign currency, fund valuations take 
place at approximately 17h00 each business day (Irish Time) and instructions must reach the Management Company 
before 12h00 (SA Time) to ensure the value of the next business day. For Retirement Products, fund valuations take place 
at approximately 15h00 each business day, except at month end when valuation is performed at approximately 17h00 
(JSE market close). For these Products, instructions must reach the Management Company before 14h00 to ensure the 
value of the next business day. For full fund details, please refer to their minimum disclosure documents available on 
www.coronation.com. Additional information such as fund prices, brochures, application forms and a schedule of fund 
fees and charges is available on our website, www.coronation.com. This publication is for informational purposes and 
should not be taken as a recommendation to purchase any individual securities. The companies mentioned herein are 
currently held in Coronation managed strategies, however, Coronation closely monitors its positions and may make 
changes to investment strategies at any time. If a company’s underlying fundamentals or valuation measures change, 
Coronation will re-evaluate its position and may sell part or all of its position. There is no guarantee that, should market 
conditions repeat, the abovementioned companies will perform in the same way in the future. There is no guarantee 
that the opinions expressed herein will be valid beyond the date of this presentation. There can be no assurance that 
a strategy will continue to hold the same position in companies described herein. Coronation Fund Managers Limited 
is a Full member of the Association for Savings & Investment SA (ASISA). Coronation Asset Management (Pty) Ltd (FSP 
548), Coronation Investment Management International (Pty) Ltd (FSP 45646) and Coronation Alternative Investment 
Managers (Pty) Ltd (FSP 49893) are authorised financial services providers. Coronation Life Assurance Company 
Limited is a licenced insurer under the Insurance Act, No.18 of 2017. Coronation International Limited is an investment 
manager authorised and regulated by the Financial Conduct Authority.

Date of issue: November 2025



For enquiries you can call us on 0800 22 11 77
or email us at clientservice@coronation.com.

For new applications or transactions you can email your forms directly to
transact@coronation.com or fax us on +27 21 680 2100.

For more information or to invest online, visit us on www.coronation.com.




