
EDUCATIONALS

B A N K  I N T E R E S T  V S
I N V E S T M E N T  F U N D

G R O W T H :  W H A T ’ S
T H E  D I F F E R E N C E ?

R R



www.prismeb.co.zaWhatsApp us: +27 64 909 3193

Bank Interest - Safe but Small

Example:
If you save R1,000
at 5% interest per

year, you earn
R50 in one year.

When you put money in the bank, like in a savings
account, the bank pays you interest for keeping your

money there.

What’s good:
Very safe – Your
money doesn’t go
up and down.
You always earn a
small amount of
interest.

What’s not so good:
The interest is low,
often less than
inflation.
It grows slowly, so it
may not be enough
to build wealth.
If you have a larger
amount, it will be
taxed
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Investment Fund Growth - Risky
but Bigger Potential

Example:
If you invest R1,000 in a fund
and it grows 10% in one year,

you earn R100. But some
years it could grow 15%, and
other years it might drop 5%

An investment fund puts your money into things like
stocks (shares), bonds, or property. These investments

can grow a lot, but they can also go down.

What’s good:
You have a chance
to earn more than
bank interest.
Over time (especially
long term), it can
build real wealth.

What’s not so good:
Not guaranteed –
the value can go up
and down.
You may lose money
in the short term,
but it usually grows
over time.
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Tax-deductible contributions
You can deduct contributions to a
retirement savings fund, or retirement
annuity (RA) from your taxable income.

The deduction is limited to the greater of:
27.5% of your taxable income or
remuneration (whichever is higher), up to
R350,000 per year.

This means SARS essentially gives you back
some of your tax money now, while you save

for retirement.
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Feature Bank Interest Investment Fund
Growth

Risk Low (very safe)
Medium to High (can go
up/down)

Return (Profit) Small Potentially much higher

Access to Money Easy to access
May need to wait a few
days

Good For Short-term savings, safety
Long-term growth, wealth
building

Tax Taxed Not Taxed

In Summary

Quick Comparison

Use bank accounts to keep money safe
and available, like for emergencies.
Use investment funds to grow your
money over time, like for retirement, a
house, or your children’s education.

You can even do both — keep some money in the bank,
and invest the rest to grow.
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