
As life expectancy increases,
Singaporeans will need to prepare
more for retirement, says Mr Tse.
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Investors need to
consider the possibility

of living longer than
average, says Ms Chong.
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Early start
to investing
is crucial
Young andmid-career working professionals should
put their future first, by getting up to speedwith their
retirement investments and savings plans

BROUGHT TO YOU BY

JO-ANN HUANG

WHEN workers reach the prime
of their lives, after climbing the
corporate ladder and achieving
a comfortable pay packet, it should
be the most ideal time for them to
explore ways to safeguard their
future.
But earning a decent wage

means a plethora of options is open
to them.
Whether it is buyinganexpensive

car as a reward for their hard work,
buying a property or supporting
their ageing parents , these
professionals may feel that they
are entitled to enjoy the freedom
that comes with their hard-
earnedmoney.
Unfortunately, many of these

people also suffer themisconception
that they have plenty of time
ahead, and put off planning their
retirement until it is too late.
Based on figures from the Central

Provident Fund (CPF) Board, CPF
contributions from workers aged
35 to 45 amount to 37 per cent
everymonth. But in “Amass or alas:
the choices you make today have
an impact on your retirement”,
Schroders reported that the total
amount saved for retirement from
CPF translates into one of the
lowest savings rates in theworld.
For instance, a person earning

$5,000 a month would get only
$325 set aside for retirement, after
deducting $1,525 for expenses such
asmortgage payments and housing
downpayments. Only an average
of 6.5 per cent is ring-fenced for
retirement.
Mr Albert Tse, Schroders’ head of

Intermediary Business (South-east
Asia) and Private Banks (Asia), says
taking a short-term view on their
finances is a global phenomenon
amongyoungtomid-careerworkers.
“Some are not prepared or able to

commit to investing more of their
hard-earnedmoney into long-term
retirement schemes, which will
likely realise benefits for the savers
only 40 years down the road,”
he says.
Many also fail to take into account

the impact of inflation on their
savings, saysMrTse.
According to figures by the CPF

Board, Retirement Account (RA)

moniescurrentlyearnupto5percent
per annum. The Retirement Sum
Scheme provides CPF members a
monthly income to support a basic
standardof livingduring retirement
for about 20 years.
However, Mr Tse points out:

“Inflation discounts savings and
investment returns.
“It is worth noting that an

inflation rate of 2 per cent almost
halves the real return achieved.”

Never too late to start
One should start on a savings and
investmentplan forone’s retirement
as early as possible. That way,
investors will have more funds set
aside for their retirement on top of
what theyhave in theirCPF.
Ms Chung Shaw Bee, UOB’s

head of wealth management for
Singapore and the region, says time
is a top determinant of returns on
one’s investments.
She adds: “By start ing to

plan earlier, you can put aside a
comfortable and affordable cash
outlay tohaveameaningfulfinancial
plan so that you can have your
desired lifestylepost-retirement.
“It is imperative for investors

to ascertain the desired lifestyle
they wish to have when they stop
generating active income and
how much that would cost in their
retirement.
“Assuming a retirement age of 65

and with Singapore’s average life
expectancy of more than 80 years,
one is likely to enjoy about 20 years
of retirement.
“Investors should be prudent and

consider the possibility of living
longer thanaverage.”
Mr Tse concurs. He says: “As life

expectancy in Singapore continues
to increase, individuals will need to
prepare more for retirement, and it
is also likely that they will have to
support their parents financially for
a longer period.
“They will unlikely be able to

build up adequate resources upon
retirement, especially if they only
rely on theirCPFalone,” he adds.
According to the Schroders

report, starting to save at the age of
25 could give a person 50 per cent
more in their retirement savings
than if they start at 40. The key
reason for this is compound interest.
Young savers can boost their total
savings by saving regularly, as well
as increasing their contributions to
their savings, as each dollar saved
can bring them closer to their
retirementplan.
“As such, younger savers should

start taking action now, as CPF is
unlikely to provide fully for their
retirement,” saysMrTse.

Growyour savings
through investment
Young and mid-career workers
need to invest their savings as well
in order to make their money work
for themover time.
It is important to find out their

investment risk appetite and time
horizon to bestmeet their financial
goals.
Investors would need to accept

and decide their level of investment
risk, as well as understand that
growth in excess of inflation is
vital if they want to turn their
contributions into somethingmore
substantial, saysMrTse.
The key, however, to minimising

risk is to ensure there is an optimum
level of diversification and the
right make-up of asset classes in a
retirement investmentportfolio.

“Diversification offers investors
a risk-controlled way of achieving
theirdesiredoutcomedespite a low-
growthenvironment,” saysMrTse.
As young investors will go

through fluctuations in market
cycles for a longer span than their
older counterparts, it is particularly
important for them to be able
to maximise their risk-adjusted
income by investing flexibly across a
diversifiedportfolio,headds.
For example, young and middle-

aged workers can invest in multi-
asset funds.
“Investors should ensure their

multi-asset allocations can be
dynamically managed (which
means the funds adapt their
allocations in response to new
market conditions) and as a result,
maintain an appropriate balance
between risk and return through
economic cycles,” saysMrTse.

Visit schroders.com.sg/RetireSmart
for more information. Make sure you enjoy retirement life

Fly Entertainment artiste Jacelyn
Tay attributes her financial
prudence to her father, who taught
her that being responsible also
means managing her money wisely.

“Since I was young, my father had
always taught me to be responsible
for everything in my life, so I had
to manage the money myself,”
she says.

The 41-year-old founded Body
Inc, a holistic health and wellness
company that focuses on detox,
active ageing and integrated
medicine, in 2006.

“When I was 19, I won $60,000 in
cash and a $80,000 car during
Star Search ’95. Even at that age, I
knew the importance of money, so I
sold the car, bought a second-hand
one and cashed out. I placed the
money in a fixed deposit, as I didn’t
really know how to invest back
then,” says Ms Tay, who has a five-
year-old son.

The entrepreneur is currently
working on some short films and
a new book on health and weight
management.

“Responsibility plays a big part
in retirement planning. You will be
more anxious to plan for the future
if you feel responsible for your own
life and loved ones,” she says.

She shares how she plans for
her future:

When planning for retirement,
are you more of a saver or a
spender?
I am a spender but in the form
of investments, especially in
fashionable items. I do “rightful”
shopping, for instance buying
Hermes and Chanel handbags as
they depreciate less and can even
earn me some profit. I try as much

as possible to have returns for
my money.

By nature, I am a risk-taker but I
just need to manage them. I love to
travel, hence I save some money in
foreign currencies.

What are your retirement plans?
When did you start planning for
your retirement?
I started planning for retirement
in my mid-20s. I worked very hard
as an actress and saved enough
money to start my business. I also
invested in property.

Now, I plan to create as much
passive income as possible, which
should be greater than expenditure
when I am not physically fit to
work. I have adequate insurance
coverage.

I don’t expect my son to take care
of me, but I do want to be able to
provide for him. I tell myself I must
be self-sufficient when I am old
so that my son can be a happy
husband and father to take care of
his own family.

As a wellness coach at Body Inc,
how has it changed your way of
looking at retirement?
Many people work towards
retirement, but when they
finally achieve financial stability,
they are not in good health
to enjoy or sustain their
retirement days.

Quality of life during retirement
is very important to me. Would
I want to retire and spend my days
in a hospital or on prescriptive
drugs?

For many, they think “to stop
working” is to retire, but for me,
retirement is having the financial
and physical ability to enjoy life.
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