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’ o001 Q What do the CPF changes mean for me? ﬁ

Closure of Special Account at age 55

1 2 3
Upon turning 55,
xces

you can now only
choose from these ~ ©
3 options

Invest CPF-OA
funds via C

Matched Retirement Savings Scheme (MRSS) now $8k

-~ To continue getting the max. of $8k CPF tax reliefs from cash
top-ups for your elderly parents, you will now have to
top up a higher amount of $10,000.

Budget 2024 4?7 changes to our personal finance strategies
Description

Therea??s been a lot of news coverage about what Budget benefits you can get, so | wona??t go into
detail here, but | wanted to focus on the changes in.onea??s personal finance strategies that this
yeara??s Budget announcements has called for.

These include:

New changes to CPF funds and RA caps, after age 55

Why this may spell the death of the popular 1IM65 movement

Changes to cash top-ups for parents under the Matched Retirement Savings Scheme
Potentially more tax reliefs for supporting your dependents

Leta??s start first with the good news &?7? the cash vouchers and goodies for every Singaporean.

1. More vouchers and rebates for individuals and households

This graphic by Today gives a great summary of what we can each expect to get:
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Support for Singaporeans
April 2024 - March 2025

Cash S$200to0S$2,150

$ for all Singaporeans aged
21 apd above

- Vdlerm -

CPF MediSave Account
$$100 to S$1,650
for all Singaporeans

NS LifeSG credits S$$200

for all past and present
national servicemen

8 cpc voucher
aod i
CDC vouchers U-Save
ssaug in total S$550 to S$950
for all Singaporean for HDB households

households
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Tip: Dona??t get too excited and start spending this money as a a??bonusa?s. The payouts are meant
to help offset the rising cost of living and 1% GST increase this year, so use them for your essentials
instead of justifying a splurge for your wants.

Even better, if you can, invest that instead! With compound interest, even an initial investment of $5k
with a 6% annualised return over 20 years, could grow into $28k.

| share investment tips and quick takes on my Instagram almost daily 4?? follow me here
@sgbudgetbabe if you havena??t already!
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2024

Closure of Special Account at age 55

_ 1
Upon turning 55,
Keep excess

you Cah) NOW Only funds in CPF
choose from these Ordinary Account

3 OptiOnSI Lower interest
of 2.5%\p.a.

g, Still can
e withdraw
anytime

220
BUDGET Q What do the CPF changes mean

2

Top up to max out

or

.{}__,1

CPFERS in

Retirement Account

Get higher

. interest and CPF

" Life payouts

Funds are lockec
into CPF-Life;
cannot be
withdrawn at will

Matched Retirement Savings Scheme (MRSS) now $

2. The end of the CPF-SA Shielding Hack

To continue getting the max. of $8k CPF tax
top-ups for your elderly parents, you will
top up a higher amount of $10

When DPM Lawrence Wong announced the closure of the Special Account (SA) at age 55 when the
Retirement Account (RA) is created, it riled up many in the personal finance community. Thata??s
because the hack allowed Singaporeans to maintain a risk-free 4% p.a. account that they could

Page 4

Footer Tagline



COMPANY NAME
Address | Phone | Link | Email

withdraw cash from anytime after the age of 55.
That made it better than any other fixed deposit or endowment plans due to the 4% p.a. with no lock-in!

The CPF-SA Shielding Hack was a strategy that allowed folks to a??stopa?e their SA funds from being
transferred into the CPF-RA, where it would be locked into CPF Life for monthly payouts. By investing
their SA funds right before they turn 55, the bulk of funds for RA would be taken from their Ordinary
Account (OA) instead. Thereafter, these folks would sell off their SA investments for the money to go
back into the SA, where it would continue earning 4.08% p.a. and available for withdrawal anytime.

With the closure of the CPF Special Account at age 55, our government has officially closed up this
loophole.

The good news is, while theya??ve taken this away from us, they have also raised the Enhanced
Retirement Sum (ERS) to 4 times the Basic Retirement Sum (BRS).

Death of 1IM65? No, but yeua??ll now have to invest, too.
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Screenshot from Mr. Looa??s video as he explains how supporters of the 1M65 movement
can no longer count on keeping their funds in the CPF Special Account anymore, and will
now need to invest their excess OA funds beyond the ERS.

CPF members wanting to get higher payouts in retirement were previously restricted to topping up their
RA to no more than the Enhanced Retirement Sum (ERS), which was 3 times of the Basic Retirement
Sum (BRS). The government has now raised the ERS to 4 times the BRS instead, which now allows
one to commit more of their CPF savings into their CPF-RA to receive higher CPF payouts if they wish.
A member turning 55 years old in 2025 can thus receive about $3,300 per month of CPF LIFE payouts
at age 65 (if he chooses to top up to the new maximum ERS), which is up from about $2,500 today.

The changes mean that you can now only choose from the following options instead:

1. Keep your excess funds in your CPF-OA: youa??ll earn a lower interest rate of 2.5% p.a. but
can withdraw anytime you wish.

2. Top up your CPF-RA to max out the ERS: commit your funds to CPF Life to get higher payouts.
Funds in the Retirement Account cannot be withdrawn at will.

3. Invest your excess CRE:OA funds: you can get a higher return than 2.5% p.a. but take on
investment risk. Risk-adverse folks.can/optfor capital-guaranteed investments such as T-bills,
whereas folks willing to take on more risk can explore other CPFIS-approved products or funds for
higher potential returns.

If youa??ve been voluntarily topping up your CPF every year and moving funds into your Special
Account with the original intention to execute the CPF Shielding Hack when you turn 55, you will now
have to rethink your strategy in light of the above changes.

3. Higher co-matching for topping up parentsa?? CPF

In 2021, the government announced the launch of the Matched Retirement Savings Scheme (MRSS) to
run for five years between 2021 4?? 2025 during which, the Government will match every dollar of cash
top-ups made to the CPF Retirement Accounts of eligible members up to $600 per year. This would
amount to a maximum of $3,000 over five years.

1a??d shared about how I4??ve leveraged it to get more money for our parents. However, my dad and
father-in-law crossed 70 during this period, which meant they could no longer benefit from the scheme.

With the increase in matching grant cap and removal of age limits, this spells good news for us who
wish to get more money from the government via the MRSS.
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Enhancements Current Fromr
Increase in matching $600 per year $2,000 per yea
grant cap an eligibl
Removal of age cap Age 55 to 70 Age

However, with the tax relief for cash top-ups that attract the MRSS matching grant now being removed,
it also means that we need to top up more to continue getting the maximum for CPF tax reliefs. In other

words:
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Q How much tax reliefs cal
my parents’ CPF under t

- Child tops up $2k to g
« Parent gets $4k
e Child gets zero tax re

Child tops up $8k to |
» Parent gets $10k
Child gets $6k tax rel

e Child tops up $10k tc
e Parent gets $12k
e Child gets $8k tax rel
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4. Higher eligibility for dependent-related tax reliefs

Remember how | shared in previous years that | could never get tax reliefs for supporting my parents
financially, because their part-time jobs or short employment stints meant that they easily crossed the
$4k annual income threshold and thus did not qualify for the relief?

Well, the government has (finally!) increased the annual income cap to $8k now, to reflect the rising
costs of living and wage growth. If you have any dependents (parents, children, siblings or spouse) who
earn under $8,000 a year, you can now claim tax reliefs on them.

This is great news for many of my friends, especially for cases where one spouse is temporarily
unemployed or has taken a career break (usually to care for their kids or sickly parents).
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Changes to personal incor

e Personal income tax
rebate of 50% for Year of
Assessment 2024, IN
capped 'at:8$200

e Annual income threshold
for dependant-related
reliefs raised from
$$4,000 to S$8,000

Infographic: Clara Ho
Source: Ministry of Finance, Feb 16, 2024

5. Preschool subsidies to be extended to non-working mothers
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la??ve friends who had to stop working because their kids needed them, and it has always felt unfair
that they were excluded from the preschool subsidies that working mothers could apply for.

Now that the government is (finally) extending the same preschool subsidies to all mothers &??
regardless of whether the mother is working or not, | feel happy for my friends who can now finally
stand on the same footing.
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SINGAPORE BUDGET 2024

Support for young families: At a

Reduced monthly Preschool su

childcare fee caps for lower-in
in government- families will
supported extended to
preschiools in 2025:  include thos
with mother

» SS640 for anchor operators
. $$680 for partner operators ~ WhO are not
Parenthood Provisional Housi
(Open Market):

« Eligible families will get a vo
HDB flat in the open market
they wait for their BTO flat tc

Infographic: Clara Ho
Source: Ministry of Finance, Feb 16, 2024
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Conclusion

This yeara??s Budget 2024 definitely has one of the more generous handouts in recent years, so it is
no wonder that most Singaporeans are generally quite happy with the announcements.

The CPF changes a?? while shocking to many a?? served as a good reminder once more that we
cannot afford to ignore policy risk when it comes to planning for retirement with our CPF. Our
government has shown that they can change the rules anytime they want, and therea??s nothing you
or | can do about it when that happens. Thus, CPF should only be one facet of our overall plan 4?7 see

mine here;
$5,000 / month $3,333 / month '

CPF LIFE SRS 4

! /-

SOURCES OF MY
RETIREMENT |
INCOME \ =

® CASH
l SAVINGS

STOCK DIVIDENDS RENTAL $1,000 / month an

$5,000 / month lNCOHE July 1

$4,000 / month

View

| was personally bummed that they didna??t reverse the changes on the Working Mother Child Relief
(WMCR) which was announced last year, much to the chagrin of many middle-class working mothers.
Read about why | wasna??t a fan of the changes, and how this negatively impacted many of my
friendsa?? consideration as to whether to have another child. Dear DPM Lawrence Wong or our dear
policy-makers, if youa??re reading this, wouldna??t you consider bringing that back, please?
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P.S. Check out the key benefits of Budget 2024 for families, in this article | wrote for The Singapore
Womena??s Weekly.

With love,
Budget Babe

Category

1. Budgeting
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