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In developed countries, a significant portion of
households benefit from inheritances in the

form of:
Paid-off homes
Investment portfolios
Retirement funds
Life policies

What is Generational Wealth?
Generational wealth refers to financial assets—such as

property, investments, savings, or businesses—passed
down from one generation to the next.

These inherited assets often provide the next
generation with a head start in life, enabling:

Debt-free education
Easier entry into the property market
Greater access to business capital
Reduced financial stress
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The South African Reality
In South Africa, the cycle is often very different.

Over a typical working life, many employees:
Withdraw from their retirement savings
when changing jobs.
Access any available funds under the two-
pot retirement system as soon as possible.
Cash out lump sums instead of preserving
them.

Erosion of Retirement Capital

By the time retirement age arrives:
Insufficient savings to provide a
decent, inflation-linked income for
life.
Government grants—while vital—cover
only a small fraction of living costs.
Many retirees are forced to move in
with their children or family members.

Impact at Retirement

While this may provide short-term relief, it significantly
reduces the capital available at retirement.
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This has two consequences:
Immediate financial pressure: 

Loved ones must divert income away from
their own savings and future investments

to support parents.

Generational wealth depletion: 
With children unable to build their own

assets, the next generation starts life
without financial head starts, perpetuating

the cycle.

The Hidden Cost: Eating Into
the Future

When retirees cannot support themselves
financially, the burden shifts to their

adult children.

In effect, retirees in financial distress consume the
resources that could have built their grandchildren’s

future—even if unintentionally.
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In many first-world countries:
Higher rates of retirement

preservation mean more people
reach retirement with sufficient

capital.

Assets like paid-off homes, well-
funded retirement annuities, and

investment policies are passed on to
beneficiaries.

This means children often inherit
property or investments, enabling

them to start life financially
ahead.

 The International Contrast

The result is a virtuous cycle:
Inherited wealth provides opportunities for better

education, safer neighbourhoods, and early investments,
which in turn are passed to the next generation.
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To move toward building generational
wealth:

Preserve retirement savings when changing
jobs.

Avoid unnecessary withdrawals from the
two-pot system unless in genuine financial
crisis.

Invest consistently and start early to benefit
from compound growth.

Seek financial advice to ensure that
retirement plans are inflation-proof.

Protect assets through wills, trusts, and
estate planning to ensure they pass
efficiently to beneficiaries.

Breaking the South
African Cycle
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Generational wealth is not just about
leaving money behind—it’s about breaking
the cycle of financial dependency.

Every rand preserved and invested today is
a step toward ensuring that your children
and grandchildren have the resources to
live better, freer lives.

By making disciplined choices now, we can
turn the South African story from one of
consumption of the future into one of
investment in the future.
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