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- Why do we care?

== Members

e 80% of people are in their funds’ default investment option.
e Earnings are the largest driver of superannuation savings.

Regulation

e SIS Act requires that trustees formulate and review regularly
the investment strategies for their options.

e Focus of the regulator (APRA MySuper Product Heatmap).

Fortunately current designs
are usually good — though
they could be optimised
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Investment horizon and asset allocation
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Pre-retirement
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e From the
current point
until the point

the member
makes an
election to
retire

Retirement

e From the point
of retirement
until the last of

the members
balance is
expended




Individuals typically
retire between age 55
and age 70.

Wealthy individuals
retire earlier than those
who are poor.
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- Implications

Member investment horizon
IS not just to retirement.

| Members are likely to spend

a substantial period in the
retirement phase unless
their balance is low.
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Investment strategies which
adjust to a member’s
changing investment horizon
may deliver better outcomes
for members — both to and
through retirement.
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Investment Default Design
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Starting Annual
30

Investments

Cameo1 $7,900 $1,500

Cameo 2 30 $26,900 $3,800

Projected

Member

Cameo 3 30 $89,900 $10,550 Experience

Cameo 4 60 14,500 $1,500

Investment
Strategies

Cameo g 60 $52,700 $3,500

Cameo 6 60 $338,000 $38,000
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Investment Strategies considered
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Income in retirement — age 30 and balance $26,900

Single Single
Strategy Strategy

(70/30) (85/15)

Lifecycle

Lifecylea | Lifecyle2

(Age and

(Age) (Age) Balance)

(s)
Low (10" Percentile) $610,500 $611,600 $610,700 $612,900 $612,700
$664,200 $681,300 $652,200 $679,200 $682,500

High (9oth Percentile) [EyyoRylels) $851,400 $717,400 $829,300 $870,100
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Age 30, Low Balance

Low (10" Percentile)

High (9ot" Percentile)

Age 30, Moderate Balance

Low (10" Percentile)

High (90t" Percentile)

Age 30, High Balance

Low (10t" Percentile)

High (90t" Percentile)

Single Strategy
(85/15)

Single Strategy
CLIELY)

Single Strategy
(85/15)

Lifecyle 1
(Age)

Lifecyle 1
(Age)

Lifecyle 1
(Age)
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|

. Two-dimensional

. Lifecycle) strategies
. typically outperform
i Balanced strategies

First-generation
Lifecycle strategies
. typically underperform.

High Growth single-
sector strategies will
typically beat Second-
generation Lifecycle.
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Comparative performance —age 30 and balance of $26,900

Balanced Lifecyle | Lifecyle | Lifecycle

Strat Strat
26,0k rategy rategy 1 2 (Age and

(70/30) (Age) (Age) Balance)

Age 30/ Balance

Balanced Strategy

8.4%
(70/30) e

86.2% 7.4% 8.2%

Single Strategy
(85/15)

Lifecyle 1 (Age)

Lifecyle 2 (Age)

Lifecycle (Age and

0,
Balance) SR

73.2%

91.2% 84.6%
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Age 60, Low Balance

Low (10" Percentile)

High (9ot Percentile)

Age 60, Moderate Balance

Low (10" Percentile)

High (9ot" Percentile)

Age 60, High Balance

Low (10" Percentile)

High (9ot Percentile)

Single Strategy
(85/15)

Single Strategy
(85/15)

Single Strategy
(85/15)

Lifecylea
(Age)
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(Age)

Lifecyle 2
(Age)

Lifecyle 2
(Age)

Lifecyle 2
(Age)
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Comparative performance —age 60 and balance of $52,700

I High Growth strategies

! will typically i : Lifecvel

I Outperform lower : Balanced Single Lifecyle1 Lifecyle 2 trecycle
. ) ! Strategy Strategy (Age and
I growth strategies | (70/30) (85/15) (Age) (Age) Balance)

Second-generation
Lifecycle will usually
outperform First-
generation and
Balanced

I Two-dimensional |
I Lifecycle will typically
! beat Second- I
' generation. I
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Inference

Defensive Lifecycle
High allocations to growth investments will typically Two-dimensional Lifecycle
assets is not inherently a poor underperform unless strategies can provide excess

strategy, even at advanced investment returns are poor return while still being able to
ages. and the members are control risk.
approaching or actively retired.

: : IMPORTANTLY — IT IS UNLIKELY THAT THERE IS A SINGLE
SOLUTION THAT MEETS THE NEEDS OF ALL FUNDS FOR
ALL MEMBER COHORTS. ;

...................................................................................................................................................
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- Next steps

We consider that it is in members’ best interest that funds review the:

Membership Design of their MySuper
investment option to

cohorts ensure consistency
considering: with the funds:

Current membership Future member

: : Investment outlook Membership profile
profile profile

RICEWARNER .

Insight like no other



RICE

DISCLAIMER

The information contained in this presentation is provided by Rice Warner Pty Limited, ABN 35 003 186 883, AFSL 239191 (Rice Warner).

It is intended as general information and is not personal advice as it does not take into account the particular circumstances of any reader. While due care
and attention has been exercised in the preparation of this presentation, no representation or warranty, either express or implied, is given as to the
accuracy, completeness or reliability of this information. The information presented is not intended to be a complete statement or summary of the matters

Insight like no other

SYDNEY

Level 1
2 Martin Place

Sydney NSW 2000
P +61 2 9293 3700
F+612 92335847

referred to in the presentation.

MELBOURNE ABN 35 003 186 883
Level 20, Tower 5 AFSL 239 191
727 Collins Street
Melbourne VIC 3008
P+61 386214100
www.ricewarner.com

© 2018 Rice Warner. All rights reserved. Proprietary and Confidential. For Rice Warner and Rice Warner client use only.

December 2019
Document No: 406691




Appendix A —Two-dimensional Lifecycle

Account Balance [$)
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