
Understanding the Difference

Between Stokvels and Investing

And why the latter might be better



Stokvels have long been a trusted financial tool in many South African communities. They 
represent a collective saving scheme where members pool their money and share it periodically. 
While stokvels have proven effective for short- to medium-term savings and community support, 
they lack the wealth-building potential of investing. Let’s look at the key differences between 
stokvels and investing, and why investing is a more solid strategy for building long-term financial 
stability.


What is a Stokvel? 

A stokvel is a joint savings system in which members contribute a fixed amount of money  
at regular intervals (weekly, monthly, or yearly). The pooled funds are distributed to members  
on a rotational basis or saved for a collective purpose at the end of the year, such as holiday 
expenses or purchasing bulk groceries.


What is Investing?

Investing involves allocating money to financial derivatives such as stocks, exchange-traded 
funds (ETF), and commodities with the expectation of earning a return over time. Unlike stokvels, 
investing is individual and growth-oriented, with a focus on compounding returns and building 
wealth.  

Benefits of a Stokvel

 Community Support: A stokvel nurtures members' sense of belonging and mutual aid

 Discipline: Regular contributions enforce a savings habit

 Short/Medium-Term Goals: Ideal for achieving short-term objectives like buying groceries 
or paying school fees.



However, stokvels have specific constraints when it comes to growing wealth over time.
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Benefits of Investing

 Wealth Growth: Investments can grow over time thanks to compounding interest and capital 
appreciation

 Passive Income: Certain investments, like dividend-paying stocks, provide ongoing income

 Diversification: Investors can spread their money across various assets, reducing risk

 Inflation Protection: Investments may outpace inflation, preserving and increasing 
purchasing power.
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Key Differences Between Stokvels and Investing

 Wealth Accumulation Through Compounding: The magic of investing lies in 
compounding. When you reinvest your profit, it generates additional income over time. For 
example, investing R10 000 in an index ETF with a 10% annual return can grow to over R67,000 
in 20 years, an unattainable level of growth for a stokvel

 Higher Returns: While stokvels offer assurance and predictability, their returns are limited to 
member contributions. Investing, on the other hand, provides opportunities to profit significantly 
higher returns through capital appreciation, dividend payouts, or interest.  


Why Investing is Better 

for Long-Term Financial Goals

Feature Stokvel Investing

Purpose Short- and medium-term 

savings

Long-term 

wealth creation

Growth 

Potential Limited High

Risk Minimal Varies based 

on asset class

Returns Fixed

and predictable

Variable but potentially 

higher

Purpose Group decision-making Individual control

Purpose Immediate and tangible

funds

Long-term commitment 

required
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 Diversification Reduces Risk: Investing allows you to spread your money across various 
asset classes, industries, or geographies, managing risks. Whereas a stokvel is a single-
purpose fund with no rules or mechanisms to safeguard against inflation or economic 
downturns

 Economic Empowerment: Investing equips individuals with financial knowledge and tools to 
manage their wealth. This empowerment drives independence and can lead to financial 
freedom

 Inflation Protection: Money saved in a stokvel loses purchasing power over time due to 
inflation. Investments, particularly equities, typically grow faster than inflation, preserving and 
increasing value

 Individual Management: Investing gives you complete control over your financial decisions. 
Unlike stokvels, where funds are pooled and managed collectively, investing lets you retain full 
control over how, when, and where your money is allocated. By managing your investments 
directly, you also reduce the risk of mismanagement or potential fraud.  
 

How to Transition from a Stokvel to Investing

Transitioning from a stokvel mindset to investing doesn’t have to be overwhelming. Here are 
some tips:


Stokvels serve as a powerful savings tool, nurturing community and discipline. However, their 
limitations, lack of growth, inflation risk, fraud vulnerability, and short-term focus, make them 
disadvantaged in building long-term wealth. Investing, with its potential for compound interest, 
diversification, and potentially higher returns, is a far better strategy for achieving financial 
independence and securing your future.

 Start Small: Begin with accessible options like exchange-traded funds (ETFs)

 Educate Yourself: Learn about different investment options and their risks

 Set Clear Goals: Define your financial objectives, whether it’s retirement, education, or building 
wealth

 Recurrent Investments: Use recurrent investment to maintain consistency, similar to stokvel 
contributions

 Professional Advice: Consult a financial advisor to create a tailored investment strategy.



Investing isn't just about trading. Most investment platforms allow you to grow your money safely 
and individually while earning up to 10% interest, which is higher than most stokvels offer. 
Platforms like BROKSTOCK pay interest on available funds, meaning you can earn returns even 
when your money isn’t actively invested.  



With over two decades of global investment experience, BROKSTOCK understands the value of 
growing your money beyond traditional savings. The derivative instruments available are not 
limited to stocks. They include currencies, ETFs, and commodities. With a range of investment 
solutions tailored to your needs, you can transition from saving to investing and unlock your 
money’s full potential in just a few taps. 



Get started on the app with quick and seamless registration, and use the extensive tools, 
resources, and support team to help pave the way to lasting success and financial 
independence.


These instruments are available exclusively as CFDs (Contracts for Difference). BROKSTOCK SA (Pty) Ltd. Trading as BROKSTOCK.

An authorised Financial Services Provider - FSP 51404, T&Cs and Disclaimers are applicable: https://brokstock.co.za/









Read the full Ts and Cs.
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https://brokstock.co.za/cdn/FSP_51404_BCS_Markets_SA_BROKSTOCK_PLUS_04_October_2024_update_nov_d540ac6c23.pdf

