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Super fund trustees have a duty to exercise their 

powers in the best interests of members as a whole … 

 

 
… but what if they are all different? 

 

 



The more diverse (heterogenous) the 

members are, the bigger the challenge 

The Stronger Super regime formalised a choice architecture with choices at several points: 

 Fund Choice (incl SMSFs) 

 Member Investment Choice 

MySuper products cater to those who do not choose an investment option (and some who do) 

Trustees can (and arguably should) respond to heterogeneity by: 

1. Offering member investment choice 

2. Implementing a life-cycle approach in their MySuper product* 

 

 

 

* Assuming you think this is a good thing, and I am not convinced 

 



What drives individual investment strategy 

optimality over the life-cycle? 

Salient inputs (Merton, Bodie et al): 

 Time horizon (age, health) 

 Wealth (relative to needs) 

 Income 

 Marital status (because of joint holdings) 

 Gender (because of different contribution trajectory and longevity) 

 

Note this is distinct from subjective and behavioural factors (which is 

where choice architecture comes in) 

 



What do trustees know about individual 

members? 

The key dimensions of diversity that trustees can observe are: 

 Age (as a proxy for investment time horizon) 

 Gender 

 Account size (as a very poor proxy for wealth) 

The key dimensions of diversity that trustees cannot confidently observe are: 

 Marital status 

 Health 

 Current income 

 Other stores of wealth 

 



There is considerable age diversity 



There is also diversity by gender and 

account size 



So yes,  

there is salient heterogeneity at fund level 



So do trustees manage their MySuper products 

differently, depending on their membership? 

 If you ask them, they say yes (See Butt et al 2017) 

 If you look at their stated objectives, you have to conclude “no”. 

 If you look at their actual asset allocation, you cannot confidently 

say “yes”. 

 If you look for a decision to use a life-cycle approach, you have to 

conclude “no”. 



The pictures don’t tell the story we expect … 



The numbers do not 

reveal a compelling 

relationship between 

MySuper product 

demographics and 

either the trustees’ 

declared target return, 

nor their actual 

investment strategy 



The story is no clearer in respect of trustees 

adopting life-cycle approaches … 



Conclusion 

It does not appear that trustees responsible for MySuper products are 

calibrating their investment strategies to match their members’ 

demographics or responding to diversity by offering Life-cycle 

But before we jump to conclusions … 

 This could be because they feel the need to be ‘true to label’ 

Or 

 There may be a hidden variable (which is ?) 

Or 

 The statistical tools are inadequate 

(but I don’t think that is the reason) 

 

 


