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For individuals in the 50 to 60 age group, it is common to start thinking more 
seriously about retirement the closer they are to it. By this time they will have 
a much better sense of their health status, and their ability and willingness to 
continue working beyond retirement. They will also have clarity on the dependent 
responsibilities they might have and alternative sources of income from, say, a 
working spouse. Finally, pre-retirees will have decided on where and how they  
want to live, and what they’d like to do with their savings. 

Right now in Singapore there are around 600,000 people aged between 50 and 59 
who will be thinking about retiring in the next five to 15 years. This represents a 33% 
increase on the equivalent 2005 figure. Furthermore, there are almost half a million 
people more aged 65 and over. At the same time, the population is ageing and there 
are fewer babies being born. As a result the median age stands at 39.6, while in 2000,  
this was 34.0. Not only does Singapore have an ageing population, advances in 
medicine and technology mean that people are living longer too. On reaching age 
65, men can currently expect to live, on average, another 18.9 years and women,  
on average, another 22.1 years (in 2005, these figures were 16.9 years for men and 
20.4 years for women)1. Given this background, we believe that by 2030 there may 
be more than one million people in Singapore aged 65 and over who will go on to 
live well into their 90s. 

 As people are living for a lot longer, it is likely that they will experience a number 
of age-related ailments. Chronic disease is a health risk that everyone needs to be 
prepared for. In a 2015 study by the International Diabetes Federation, Singapore 
was found to have the second-highest proportion of diabetics among developed 
countries2, second only to the US. Lung and colorectal cancers are among the  
leading cancers for Singaporeans3, where long-term treatment is needed. Despite  
the numerous incentives in place from the government, it is widely accepted that  
many older people will have to pay for part of their healthcare costs out of their  
own wages or savings. 

Aon Hewitt estimates that healthcare inflation in Singapore stands at 15% compared 
to the global average of 10%4. Adding the high cost of healthcare to everyday living  
expenses, it is easy to see why retirement in Singapore is considerably more expensive  
than many places around the world. 

So what does this mean for the older worker? First, they need to be more reliant on 
themselves, rather than their children, to support their retirement needs. Second,  
as they are increasingly likely to live as long as 20 years post retirement, they need  
to plan as carefully as possible to ensure they have enough to live on comfortably.  
To protect the wealth already accumulated, this means:
1  Assessing financial readiness to determine if they are on track to meet  

retirement expectations
2  Continuing to contribute as much as possible
3  Taking a longer-term view on investments to help maximise growth
4  Be flexible in adapting retirement plans when personal circumstances change

1 Complete Life Tables 2014–2015 for Singapore Resident Population, Singapore Department of Statistics
2 Global Diabetes Scorecard, International Diabetes Federation
3 Top 10 Cancers, Singapore Cancer Society
4  2016 Global Medical Trend Rates, Aon Hewitt
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The Organisation for 
Economic Co-operation 
and Development (OECD) 
2015 Pensions at a Glance 
report, covering 23 
countries, states that: 

In 2010–2015, life 
expectancy at age 65 
currently averaged  
17.4 years for men and 
20.8 years for women. 
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Take stock of your finances

Before any decision is made, it’s a good idea for workers nearing retirement  
to do a quick stock check. To do this, they should answer two questions: 

1  How much has been accumulated in CPF and cash savings plans?
2  What income is needed in retirement? 

The first is a relatively easy calculation based on account balances. When it comes 
to the second, most people underestimate the income they need in retirement and 
often do not realise this until they reach that point. By then, however, it is too late.  
A simple way to avoid this is to try and live on projected retirement income while  
still working. This exercise forces spending to be cut back and reveals whether  
or not expectations are realistic. As a starting point, we believe a comfortable  
income at retirement is represented by a 50% replacement rate. 

For most people this basic stock check of their finances will show that they have  
not set aside enough savings to meet their aspirations in retirement. The key is  
not to panic as individuals still have time to improve their retirement outcome  
as we describe in the next section.

5 Complete Life Tables 2013–2014 for Singapore Resident Population, Singapore Department of Statistics

6  Median earner wage of S$3,949 per month taken from Ministry of Manpower, as at end of 2015. Additional 
capital amount required for 50% replacement rates calculated as the monthly annuity needed in excess of the 
amount provided by the Full Retirement Sum over 20.8 years, the average life expectancy in 2014 from age 65 
(according to Complete Life Tables 2013 – 2014 for Singapore Resident Population, Singapore Department of 
Statistics) from the Ministry of Health website. Source: Schroders. For illustration only

For a median earner at 
age 65, with an average 
remaining life expectancy 
of a further 20.8 years5,  
we estimate that a total 
Retirement Sum of 
S$354,3156 is needed  
to achieve the desired 
50% replacement rate.  
This would generate 
a monthly income of 
S$1,975 from the age  
of 65 to 85.8.

=Replacement rate
Post-retirement monthly income

Final pre-retirement monthly wage
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Contributions still matter

In 2016, the Government made two specific enhancements to the CPF to benefit 
those aged 50 and over. First, CPF contribution rates for those aged 50 to 65 were 
increased between 0.5% to 2%. Second, an additional 1% interest could be earned  
on the first S$30,000 of CPF balances for those aged 55 and above.

Whilst these incentives are positive, they are unlikely to substantially improve 
prospects for the median earner. The key reason for this is that the contribution 
to the Special Account (SA) falls from 11.5% to 3.5% at age 55, a considerable drop. 
Coupled with a lower contribution to the Ordinary Account (OA), the mandatory total 
contribution falls from 37% to 26% for CPF members aged 55 to 60. That being said, 
CPF members who wish to maintain a higher contribution to their SA can voluntarily 
top up their SAs, subject to CPF limits and rules. 

Let’s consider Mr Chan, who has made no additional contributions to CPF throughout  
his working life. Mr Chan is likely to have utilised a significant part of his savings  
in his OA for other purposes, for example mortgage payments and school fees.  
As a result of these constant withdrawals only 10% of his monthly contributions  
stay invested throughout his working life. In addition, when Mr Chan reaches 55,  
he has money in his bank account as he is contributing 8% less into CPF. By sticking 
only to the mandatory contribution amounts, Mr Chan will not reach the target sum  
of S$354,315 needed to achieve a comfortable income in retirement. This can be 
seen in Figure 1.

Figure 1:  Standard CPF contributions and savings will not get individuals  
to reach the required target

Based on the guaranteed rates, bonuses and contribution rates defined by the CPF. For the OA we assume that 10% 
of each year’s contribution is saved for retirement. Based on receiving the median salary of S$3,949 p.m. Results are 
discounted at 2% inflation to show them in today’s S$ value.
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Contribute more
Mr Chan can get closer to reaching the target of S$354,315 by maintaining his 
contribution rate at the level set at age 50. As figure 2 illustrates, this would mean 
dedicating 11.5% of wages (an increase from 3.5%) into his OA or his SA. 

Figure 2: Mandatory contributions significantly drop from age 55 

SA contribution rate based on standard allocation rates specified by CPF. For illustration purposes only.  
Source: CPF, October 2016.

The benefit of this can be seen in Figure 3. Investing this increase into the SA  
means that the additional contributions earn a higher interest rate.

Figure 3:  Maintaining the 11.5% contribution rate adds more than 10%  
to the value of savings

Based on the guaranteed rates, bonuses and contribution rates defined by the CPF. For the OA we assume that  
10% of each year’s contribution is saved for retirement. Based on receiving the median salary of S$3,949 p.m.  
Results are discounted at 2% inflation to show them in today’s S$ value.

It may be difficult for workers nearing retirement to think about how they may 
contribute more. One way is to cut back or cap spending. Alternatively, downsizing 
property may provide an opportunity to release some assets and divert this into 
retirement savings. Increasing the amount that is set aside for retirement savings  
is only one part of the jigsaw. The second is what individuals do with this.
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Invest in growth 

Older workers may think they should transition to more conservative investments  
as they approach retirement. But being too conservative could mean running out  
of money. 

In the last ten years before retirement, the retirement account size is likely to 
be at its largest. Whilst it is important to start focusing on the issues of potential 
investment shock, older workers still have time to benefit from investment growth. 
This means finding a balance between investments that offer a return that at least 
matches, and preferably beats, inflation, and those that protect current wealth.

If retirement assets are only invested in CPF or ‘guaranteed’ products, older workers 
are ‘safe’ from untimely stockmarket crashes which erode retirement savings. The 
downside is that they can miss out on stockmarket gains when the market rallies. 
These gains could provide a substantial boost to future retirement income. In Figure 
4, we illustrate the benefit to older workers of a 1% increase in investment returns 
relative to a 1% increase in discretionary contributions. As can be seen, better 
returns applied to a larger account size can make a significant difference to the  
overall account size. To optimise the benefits of these money-weighted returns,  
we believe it is important to invest in funds that offer inflation-beating growth. 

Figure 4: For older workers, a 1% increase in return makes more difference  
than a 1% increase in contributions

The increases are in absolute, not relative, terms, i.e., a 1% increase in returns would be 4% p.a. to 5% p.a. for the SA. 
Based on the guaranteed rates, bonuses and contribution rates defined by the CPF. Based on receiving the median 
salary of S$3,949 p.m. Results are discounted at 2% inflation to show them in today’s S$ value.
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Diversification builds greater stability
The answer is to have a balance. One way of achieving this is to diversify and spread 
investments over a wide variety of asset classes, for example, a mix of equities, fixed 
income, property and cash. As we described in “Amass or Alas”, funds that hold a mix 
of asset classes are typically known as multi-asset funds. The premise behind this is 
that different asset classes behave differently depending on market conditions.

However, sometimes this does not happen. A group of asset classes may behave in 
the same way, whether all positive, or of greater concern, when they are all negative.  
This happens when a number of asset classes are sensitive to the same underlying 
risk factor. For example global equities and property are both exposed to inflation 
risk and economic growth risk. Understanding an asset’s sensitivity to different risk 
factors should also provide more useful information on how the asset will react 
to market events. Balancing exposure between these groups can create a more 
diversified fund than one simply diversified by asset class, and in the long run, 
potentially generate greater risk-adjusted returns. 

Think about two accounts not one 
Income from CPF accounts offer guaranteed returns but these alone would unlikely 
be sufficient to meet the retirement needs of a median earner. Individuals need to 
supplement their CPF savings to attain their targeted total retirement savings.

One of the ways to achieve this is to think about the total retirement savings as two  
pools of funds: one pool consisting of ‘safe’ investments with some form of guaranteed  
return, and a second pool which seeks higher returns by taking on some risk. ‘Safe’ 
investments focus on Wealth Preservation (WP) and provide a useful buffer against 
market volatility. WP investments include existing CPF savings, investments in 
government bonds and insurance products such as endowments. In contrast,  
a return-seeking pool of investments focuses on Wealth Accumulation (WA). 

This ‘two-pools’ concept is consistent with the findings from a government-appointed  
panel7 that expects an increased number of CPF members who desire, and have 
the potential, to seek higher expected returns by taking some investment risk. The 
question, of course, is what proportion to hold in each and how the WA account 
should be invested? 

Let’s consider an example. At 55 Mr Lim has S$100,000 in his CPF account. He wants 
to understand how much it might grow to by the time he retires at 65. Instead 
of keeping this fully in CPF, he could invest a proportion into a multi-asset fund. 
Depending on the split between these two, his S$100,000 will grow at different 
rates. This is shown in Figure 5. Each strategy shows the variability and uncertainty 
of outcomes that Mr Chan might be expected to have at age 65. This variability can 
be measured by the distance between the top 25% outcome (dark blue square) and 
bottom 5% outcome (red diamond). The greater the distance, the more uncertain  
Mr Chan’s outcomes are. This variability comes from investing in assets that offer  
the opportunity for growth but come with a higher amount of investment risk.

From this chart we can see that investing 20% into the multi-asset fund for the 
purposes of wealth accumulation leads to a potential improvement in median 
savings. This is accompanied by a 25% chance of having less than the expected 
median savings had Mr Lim kept the S$100,000 in CPF. By increasing the amount 
invested in the multi-asset fund, the expected median savings increase, however 
so does the gap between the top dark blue square and bottom red diamond. The 
variability is sizeable despite there being only ten years of investment. Equally 
important to note is that all combinations lead to an expected improvement  
in outcomes compared to doing nothing with the original S$100,000!

7 Part II of CPF Advisory Panel’s Recommendation, August 2016
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Figure 5:  Adding a diversified portfolio to savings can significantly increase 
median outcomes

Based on the CPF guaranteed rates of 2.5% in the OA and 4% in the SA. Multi-asset fund assumes a return of 6% p.a. 
and a volatility of 10% p.a. Results shown in nominal terms based on a S$100,000 initial investment at age 55. Source: 
Schroders. For illustrative purposes only and does not constitute any recommendations to invest in the above.

The decision on the proportion to invest in each fund category (WA and WP) will 
be dependent on individual circumstances, and how much risk the individual 
is prepared to take at each stage of their working life. An example of how this 
proportion may change is set out below in Figure 6. The exact percentages will be 
dependent on each individual’s circumstances and, where possible, financial advice 
should be sought. 

Figure 6: How the percentage split between a WA and WP fund may vary over time

This schematic is purely for illustrative purposes. It does not form the basis of advice. Source: Schroders.
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Individuals in their mid-50s have probably started to consider when they would  
like to retire. For many, working longer than 65 is not something they would want to 
do. Shifting the planned retirement date means that the time-frame for investments 
is also extended. There is the potential to increase the chance of a higher return by  
staying invested in growth assets for longer and in a greater proportion. Additionally,  
it reduces the number of years that these savings will need to provide an income for. 

Some people may think they cannot work any longer, and that they are simply burnt 
out, but staying in the workforce doesn’t have to mean staying in the same career. 
For many, it can be a useful time to think of a second career they can transition 
into during their early or mid-60s. For others, part-time working may be a feasible 
option. The government has put in place many incentives for employers to support 
workers and encourage them to stay employed. For example, it is now mandatory 
for companies to offer three more years of work to those turning 62, the official 
retirement age, and there are plans to extend that to five years by 2017. 

Semi-retirement  
can be a good thing 

ExercisingExercising Hanging out
with friends

Hanging out
with friends

Working part-time

Daily activities Daily activities

CPF savings

Semi-retired

CPF savings

Fully retired

Semi-retirement gives you the chance to accumulate more in your CPF

Singapore’s employment 
rate for those between 
the ages of 55 and 64  
is now (as of 2014) 66%, 
among the highest of the 
34 nations in the OECD.
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Summary

Retirement may look far away, but those who are closing in on it will say that it 
comes faster than you would think. The 50s really are the final period in which 
retirement outcomes can be improved. By the time individuals hit their 60s, there 
is simply not enough time left to make a plan. When nearing retirement, workers 
should be aware that:
 – Hitting a specific age doesn’t necessarily mean they have to retire
 – Delaying retirement gives more time to build a nest egg and reduces the number 

of retirement years they need to pay for
 – Dividing your retirement savings into two pools is one potential way of boosting 

final retirement savings: one with a guaranteed return and another to seek a 
higher return by taking higher risk

 – Investment growth continues to play a vital role, and diversification can provide 
stability

Older workers also need to be mindful that best-laid plans can be swept aside if their 
own health deteriorates or a family member needs caring for, if a spouse dies or if 
an individual loses his or her job unexpectedly. Divorce can also complicate plans. 
Individuals should plan for and be able to call upon a Plan B, C or even D. Retirement 
planning is an ongoing process. It needs to be readjusted and rewritten when 
circumstances change. 

In the next and final paper of this series we focus on those people who have retired. 
We explore what people are looking for such as certainty, flexibility, simplicity, and 
how these may be achieved.
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Important information: This material is intended to be for information purposes only  
and is not intended as promotional material in any respect. The material is not intended  
as an offer or solicitation for the purchase or sale of any financial instrument. The material  
is not intended to provide and should not be relied on for accounting, legal or tax advice,  
or investment recommendations. Reliance should not be placed on the views and 
information in this document when taking individual investment and/ or strategic 
decisions. Information herein is believed to be reliable but Schroders does not warrant  
its completeness or accuracy. Reliance should not be placed on the views and information  
in this document when taking individual investment and/or strategic decisions. Some 

information quoted was obtained from external sources we consider to be reliable.  
No responsibility can be accepted for errors of fact obtained from third parties, and 
this data may change with market conditions. This does not exclude any duty or liability 
that Schroders has to its customers under any regulatory system. Regions/sectors shown  
for illustrative purposes only and should not be viewed as a recommendation to buy/
sell. The opinions in this document include some forecasted views. We believe we are 
basing our expectations and beliefs on reasonable assumptions within the bounds 
of what we currently know. However, there is no guarantee than any forecasts or 
opinions will be realised. These views and opinions may change. RC61978.

Schroder Investment Management Limited
138 Market Street #23-01, CapitaGreen, Singapore 048946
Tel: +65 6800 7000  Fax: +65 6536 6626 @schroders

schroders.com


