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KiwiSaver fund accumulations 
 
 
Assumptions: 
A hypothetical male who is 25 years old and joins KiwiSaver in 2010 is assumed to 
earn the average wage over a 40 year working life.  The average wage over this period 
is taken from Treasury’s long term fiscal model.  The individual and his employer each 
contribute to KiwiSaver at a rate of 2% of his wages (i.e. 4% contributions in total).  He 
does not make any further voluntary contributions nor does he make any withdrawals 
during his working life.  It is assumed that the KiwiSaver settings do not change over 
the contribution period.  In particular, the government provides a $1,000 kick-start and 
member tax credit (MTC) of up to $1,042.86 a year.  It is assumed that the MTC is not 
adjusted, so inflation erodes its value over time.  It is assumed that the employer’s 2% 
contribution is exempt from ESCT.  The individual pays PIE tax at his prescribed 
investor rate, with the tax bands being adjusted for inflation every 5 years.  It is further 
assumed that the KiwiSaver fund earns an annual real rate of return of 4%, and 
inflation is 2% a year.  His funds can be converted into an inflation-adjusted annuity-
due with a 4% real rate of return at age 65.  The term of the annuity is based on 
Statistics New Zealand forecasts of male life expectancy under medium mortality 
assumptions. 
 
Accumulated amount: 
Under the above assumptions, the individual would have approximately $478,000 in 
nominal dollars, or $221,000 in real dollars, accumulated in his KiwiSaver fund at age 
65.  Converting this into an inflation-adjusted annuity as described above would give a 
first year payment of about $31,400.  To put this amount in context, his earnings in his 
last year of employment would be about $186,000, and assuming that New Zealand 
Superannuation settings remain unchanged, he would receive approximately $56,800 
in NZS payments in his first year of retirement1.  
 
Required contribution rate for 70% replacement rate 
What KiwiSaver contribution rate would be required to give the individual a 
replacement rate in his first year of retirement of 70% of his final year’s wages 
(assuming NZS and KiwiSaver are his only sources of retirement income)?  Taking into 
account the $56,800 that would be received in NZS, this would require employee and 
employer contribution rates of about 6% each (i.e. about 12% contribution rate in total). 
 
 
 
 
 
 
 

                                                 
1 Gross rate paid to a member of a couple. 


