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THE STARTING FRAMEWORK FOR THE MMGPI

PILLARA4

Financial and
non-financial
support
outside formal
pension
arrangements
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THE FUNDAMENTAL QUESTIONS

ADEQUACY

“What do you get?”

SUSTAINABILITY “Can it keep delivering?”

INTEGRITY “Can it be trusted?”
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CALCULATING THE MMGPI

P Benefits

P System design

» Savings

P Tax support

» Home ownership
» Growth assets

! ! !

ADEQUACY INTEGRITY

P Regulation

» Governance

P Protection

» Communication
» Costs

Buipnoul
SJ0jedlpul

1 l 1
40% 35% 25% ]
|
MELBOURNE MERCER
GLOBAL PENSION INDEX

Covers 34 systems and more than 60% of the world’s population
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ADEQUACY

ADEQUACY

1 (e

*  Minimum (or base) pension 2 France /9.5
* Net replacement rate

* Benefit design @ lreland 79.0
* Non-super savings/debt

* Level of “growth” assets 16th  Australia 63.4

.. Hong Kong SAR, India, Mexico

®» MERCER PY MONASH | s vounﬂs

MAKE TOMORROW, TODAY w University FINANCIAL STUDIES ictoria_



SUSTAINABILITY

SUSTAINABILITY 1 Denmark 81.8

Coverage of private pension plans 2 Netherlands 79.2
Level of pension assets as % of GDP

Demographic issues
Mandatory contributions with Australia 73.8
funding

Labour force participation rate

Net government debt
Real economic growth ... Spain, Austria, Italy
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INTEGRITY

1 Finland 92.1

INTEGRITY

24 Norway 90.2
* Regulation of private pension plans

* (Governance requirements —
national and pension plans

Netherlands 88.8

* Protection of members’ benefits
e Communication to members Ath Australia 85.7

* Costs of the system
.. China, Argentina, Mexico
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OVERALL 2018 RESULTS
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ADEQUACY v SUSTAINABILITY

100 — A Good benefits
DEU
80 — FRAN Mg
IRL WONK
can  EFIN |
NLD
WERA EgNoR
ITA-AUT MESP COLM mPER scp MSWE
|
_y m SAU NZL WAUS R
¥ . WUSA | ) =
% Not sustainable JAP POL gBR = EHE GHE Sustainable
S B gcHn B
]
IDNm
2 KORM mMYS
40 — BARG Z-AF. HK&
20 —
Poor benefits
0 | | | | |
0 20 40 60 80 100
Sustainability
e ErREER 7 MONASH s oURNE
University FINANCIAL STUDIES Victoria

MAKE TOMORROW, TODAY



LET'S DO SOME COMPARISONS

Netherlands
== Denmark ond
'l- Finland 3rd
== Sweden gth
: : Norway Gth
Singapore 7th

New Zealand gth
B+ canada 10th
; g United Kingdom 15th
E United States of America 19th
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ADEQUACY — NET REPLACEMENT RATE

For the average income earner allowing for the age pension and SG in Australia
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WHAT DO THE MEANS TESTS TAPERS LOOK LIKE?
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Assessed income expressed as a % of the average wage

Means-tested income as % of
average wage
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WHAT DO THE MEANS TESTS TAPERS LOOK LIKE?
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Means-tested income as % of

average wage
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COVERAGE OF PRIVATE PENSION SYSTEMS — 15-64y0
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RETIREMENT OR PENSION ELIGIBILITY AGES
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RECOMMENDATIONS FOR AUSTRALIA

Moderate the assets test for the age pension
What about a single means test?
Is a part universal pension feasible?
Broaden superannuation coverage
S450 pm threshold; self employed

Increase pension eligibility and preservation ages
gradually with links to life expectancy

Introduce requirements for an income stream

Continue to raise labour force participation rates at
older ages
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