
Tax-free savings FAQs
A tax-free savings account (TFSA) is a convenient and flexible way 
to accumulate savings over time in a tax-efficient manner. Here are 
some of the common FAQs.
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Give me the basics. What is a TFSA?

Tax-free savings accounts (TFSAs) were introduced in 2015 to 
encourage South African residents to save more. Through a TFSA, 
the growth and income received on the investment is tax free, which 
means you are not liable for any capital gains tax or income tax on 
the dividends and interest received on your investment.

How much can I invest in a TFSA?

There are limits to how much you can contribute. Currently, the 
maximum amount you can contribute to a TFSA is R36 000 per 
year (or R3 000 per month via debit order) and the maximum 
lifetime contribution is R500 000. Don’t be daunted by this 
amount, however. You can start your TFSA investment with 
Ninety One Investment Platform from as little as R500 a month.

Can I withdraw from a TFSA?

You can withdraw money from your TFSA at any time without 
penalties. However, withdrawals do not create additional contribution 
room. This means that if you’ve already used your full annual 
contribution limit for the tax year, you won’t be able to top up again 
until the next tax year – even if you haven’t reached your lifetime 
contribution limit. Once you’ve reached this lifetime limit, you won’t 
be able to make any more contributions. By dipping into your TFSA 
over the short term, you are not only missing out on the tax benefit 
that accumulates over time, but you’re also losing out on the 
potential long-term returns.



What investment horizon should I have for my 
TFSA? Can I use it as a short-term emergency 
cash pool?

TFSAs are best suited to long-term investing – whether to supplement your 
own retirement savings or to help fund your children’s future needs as adults, 
such as tertiary education or a deposit on a first property. Over time, the value 
of the tax incentive becomes more meaningful. 

Since all growth and income earned in a TFSA is tax free, the benefit builds up 
as your investment compounds without any tax drag. This tax advantage 
typically becomes more significant over longer investment periods as capital 
growth accumulates.

It’s also important to remember that there is a maximum lifetime contribution 
limit of R500 000. Withdrawals do not create additional contribution room. If 
you’ve already used your full annual contribution limit, you won’t be able to 
contribute again until the next tax year –  and once you’ve reached the lifetime 
limit, you won’t be able to make any more contributions. 

Dipping into your TFSA for short-term needs can therefore reduce the long-
term value of the tax-free growth you can achieve. You may not reap the full 
benefits of your contributions if you make short-term withdrawals. 

Almost every financial services company 
offers a TFSA in some form or other. It can be 
confusing to pick one. Where do I start?
Keep it simple. There are a multitude of service providers and options to 
choose from, which can feel overwhelming. There are several benefits to 
using an investment platform. In addition to the fact that investment 
platforms offer an extensive choice of local and international funds 
covering all risk profiles, asset classes and sectors, investors also have 
the flexibility to switch between them. Furthermore, investors can easily 
see a consolidated view of their entire portfolio, which might include a 
retirement annuity and discretionary investments in addition to a TFSA.

How do I decide between the multitude of 
underlying funds offered by a platform?

Given our view that TFSAs are best suited to long-term investing, we 
believe the portfolio’s asset allocation should reflect a long-term 
view and have a higher allocation to growth assets (such as equities, 
both locally and offshore), rather than a large allocation to cash, 
which typically delivers much lower returns over time.
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It’s simpler to illustrate with an example: If you’re diligent, and set up a TFSA 
once your child is born, you’d be able to contribute R3 000 per month for 
just short of 14 years before you reach the current maximum allowed 
contribution. If you invest in a growth portfolio that generates investment 
returns of 10% per year after all costs, the value of your investment at the 
end of that 14 years would be just over R1.2 million. Taking inflation into 
account, the equivalent value in today’s money terms would be 
around R500 000.

If you had instead invested these TFSA assets in a money market fund (or 
cash deposit), the portfolio would likely be worth only R330 000 or less in 
today’s money terms.

It seems that a good starting point for most TFSA investors is to have a 
look at South African unit trust funds from the “ASISA Domestic Multi-
Asset: High Equity” or similar category. These funds have historically 
produced very attractive long-term risk-return trade-offs, and work even 
better when tax does not affect the structure of the investment decision.

One can comfortably move even higher up the risk curve, especially for 
longer investment horizons. The most commonly selected investment 
option on our investment platform has been the Ninety One Global 
Franchise Feeder Fund.

Are TFSAs the only tax-efficient savings vehicles?

TFSAs are a fantastic additional incentive to encourage investors to save more, 
specifically for those with a long-term horizon, but the first savings priority for 
any investor should still be their contribution to a registered retirement fund 
(either through their employer or via a retirement annuity).

Secondly, investors sometimes forget that they have an annual tax-free 
interest exemption. Where the interest earned on cash investments remains 
within this exemption, no income tax is payable on that interest. For this 
reason, it can make sense to make use of the exemption to set up an 
emergency cash pool rather than relying on a TFSA for this purpose.
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https://ninetyone.com/en/south-africa/funds-strategies/funds/global-franchise-feeder-a-inc-zar-zae000031423
https://ninetyone.com/en/south-africa/funds-strategies/funds/global-franchise-feeder-a-inc-zar-zae000031423
https://ninetyone.qumucloud.com/view/mU0AKaInMZQ?loop=false&start=0
https://ninetyone.com/en/south-africa/investment-platform/our-product-solutions/tax-free-savings
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Important information

All information, representations and opinions provided are of a general nature and provided for information purposes only. We are not 
acting and do not purport to act in any way as an advisor or in a fiduciary capacity. No one should rely or act upon such information 
or opinion without appropriate professional advice. We endeavour to provide accurate and timely information but make no 
representation or warranty, express or implied, with respect to the correctness, accuracy or completeness of the information and 
opinions. We do not undertake to update, modify or amend the information on a frequent basis or to advise any person if such 
information subsequently becomes inaccurate. If specific funds are mentioned please refer to the relevant fact sheet for the 
necessary information regarding those funds.  

Ninety One Fund Managers SA (RF) Pty Ltd, “the Management Company”, is registered as a management company under the 
Collective Investment Schemes (CIS) Control Act 45 of 2002. The Management Company has outsourced its portfolio management 
to Ninety One SA (Pty) Ltd (the Manager), a member of the Association for Savings and Investment South Africa (ASISA). CIS are 
generally medium to long-term investments, the value of which may go down as well as up. Past performance is not necessarily a 
guide to future performance. The Management Company does not provide any guarantee either with respect to the capital or the 
return of a portfolio. CIS are traded at ruling prices and can engage in borrowing and scrip lending. A schedule of fees and charges 
may be requested from the Management Company. Where performance fees are charged, these are applied daily and quoted net of 
fees with income reinvested. Though portfolio performance is shown, individual performance may differ depending on factors such 
as initial fees, date of actual investment and reinvestment of earnings and withholding tax where applicable. Where the fund may 
invest in foreign securities, it can be exposed to specific material risks, such as potential constraints on liquidity and the repatriation 
of funds, macroeconomic risks, political, foreign exchange, tax and settlement risks, and potential limitations on the availability of 
market information. The Management Company may close the fund to new investors or stop additional investments by existing 
investors, to ensure the fund remains in line with its investment mandate or objectives. If there are too many withdrawals from the 
fund, it could impact its liquidity. In such cases, withdrawal instructions may be processed differently to safeguard the fund. 

Certain Ninety One funds are offered as long-term insurance policies issued by Ninety One Assurance Limited, a registered insurer in 
terms of the Long-term Insurance Act.  

Except as otherwise authorised, this information may not be shown, copied, transmitted, or otherwise given to any third party 
without Ninety One's prior written consent. Ninety One Investment Platform (Pty) Ltd and Ninety One SA (Pty) Ltd are authorised 
financial services providers.  © 2026 Ninety One. All rights reserved. Issued by Ninety One.

36 Hans Strijdom Avenue

Foreshore, Cape Town 8001

Telephone: +27 (0)21 901 1000

Client service support: 0860 500 100

Email: clientservice@ninetyone.com

www.ninetyone.com

Please contact our Advisor Service Centre 

on telephone: 0860 444 487.

Alternatively, please contact your Ninety One 

investment consultant. 
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