
Why severe liquidity stress in 

superannuation is hard to foresee

33rd Colloquium on Pensions and Retirement Research
UNSW Sydney, 24-25 November 2025

* David Bell – The Conexus Institute

Geoff Warren – The Conexus Institute and Australian National University



2

Outline

1. Explore the pathway to a liquidity stress event in superannuation  

2. ‘Stage-gates’ framework 

• Explore issues at each stage, with anecdotes

• Initial focus on potential for liquidity-related stress event over 3-month time horizon

3. Context: 

• RBA: super and liquidity stress (April 2025)

• APRA thematic review (December 2024)

• APRA system-wide stress test currently underway

• ASIC Discussion Paper: Australia’s evolving capital markets (Feb - Nov 2025)
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Background



Stage-gates to a 
liquidity crisis 
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• Liquidity crisis requires going through 

the ‘stage-gates’ along the right branch

• Left branch is far more likely, resulting 

in the system stabilising

• We will be unpacking each level

 

 

 

 

 
 

 

 

 
 

Significant liquidity demands 

Redemptions due to switching 

• Between large super funds 
• Between investment options 
• Large super funds to SMSFs 
• Retiree savings exiting super system 

Member net withdrawals 

• Drawdowns in retirement 
• Early access for hardship 
• Early access due to policy change 

versus 
• Contributions in accumulation 

Investment-related cash demands 

• Cash settlements on derivatives, 
especially currency hedges 

• Calls on funding commitments 
versus 

• Investment income received 

Inability to sell assets 

• High illiquid asset exposure 
overwhelms ability to sell  

• Extended market breakdown 
‑ Infrastructure failure 
‑ Extremely one-sided markets 

Inaction by authorities 

• APRA refuses to suspend 
redemptions  

• RBA takes no action on market 
liquidity due to other priorities 

• Fund rescue attempts fail  

Liquidity crisis 

Sale of liquid assets to satisfy 
liquidity demands  

• Sale of liquid assets in public 
markets, e.g. equities, bonds 

• ‘Out-of-shape’ portfolio, until 
rebalancing activities feasible 

• Potential losses due to forced 
sales, reducing member returns 

Action by authorities 
(if still required) 

• APRA suspend redemptions  
• RBA takes action to shore up 

market liquidity 
• Fund “arranged mergers”  

System stabilises  
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But first … starting conditions matter
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Stage-gate #1 – Significant liquidity demands emerge

Threshold issues

Likelihood of net redemptions equal to 5%-10% of assets over 3 months at:

(a) System level?

(b) Super fund level? 

 

 

 

 

 
 

Significant liquidity demands 

Redemptions due to switching 

• Between large super funds 
• Between investment options 
• Large super funds to SMSFs 
• Retiree savings exiting super system 

Member net withdrawals 

• Drawdowns in retirement 
• Early access for hardship 
• Early access due to policy change 

versus 
• Contributions in accumulation 

Investment-related cash demands 

• Cash settlements on derivatives, 
especially currency hedges 

• Calls on funding commitments 
versus 

• Investment income received 
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Stage-gate #2 – Sale of assets to raise liquidity

Threshold issues

(a) What is the feasibility and implications of selling only liquid assets? 

(b) Is it possible that markets could fail entirely?

 
   

Inability to sell assets 

• High illiquid asset exposure 
overwhelms ability to sell  

• Extended market breakdown 
‑ Infrastructure failure 
‑ Extremely one-sided markets 

Sale of liquid assets to satisfy 
liquidity demands  

• Sale of liquid assets in public 
markets, e.g. equities, bonds 

• ‘Out-of-shape’ portfolio, until 
rebalancing activities feasible 

• Potential losses due to forced 
sales, reducing member returns 

Significant liquidity demands 
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Stage-gate #3 – Response by the authorities

Threshold issues

What is the likelihood that the authorities will come to the rescue of:

(a) A the super/financial system?

(b) An individual super fund? 

 

Inability to sell assets 

Inaction by authorities 

• APRA refuses to suspend 
redemptions  

• RBA takes no action on market 
liquidity due to other priorities 

• Fund rescue attempts fail  

Sale of liquid assets to satisfy 
liquidity demands  

Action by authorities 
(if still required) 

• APRA suspend redemptions  
• RBA takes action to shore up 

market liquidity 
• Fund “arranged mergers”  



9

Case 1 – Sensible starting position
Starting Position

Illiquid assets
30%

Overseas assets (OA)
50%

Currency hedging of OA
50%

Market Movements and Flows Scenario
Modest

• Listed assets: -15%
• Unlisted assets: -10%
• AUD:  -10%
• Net member flows: -5% 

Market Movements and Flows Scenario
Difficult

• Listed assets: -35%
• Unlisted assets: -20%
• AUD:  -20%
• Net member flows: -10% 

35% Illiquid Assets
Manageable

42% Illiquid Assets
A little concerning
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Case 2 – Stretched starting position
Starting Position

Illiquid assets
40%

Overseas assets (OA)
50%

Currency hedging of OA
75%

Market Movements and Flows Scenario
Modest

• Listed assets: -15%
• Unlisted assets: -10%
• AUD:  -10%
• Net member flows: -5% 

Market Movements and Flows Scenario
Difficult

• Listed assets: -35%
• Unlisted assets: -20%
• AUD:  -20%
• Net member flows: -10% 

47% Illiquid Assets
Problematic

57% Illiquid Assets
Traumatic
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Final state
 

 

 

 

 
 

 

 

 
 

Significant liquidity demands 

Redemptions due to switching 

• Between large super funds 
• Between investment options 
• Large super funds to SMSFs 
• Retiree savings exiting super system 

Member net withdrawals 

• Drawdowns in retirement 
• Early access for hardship 
• Early access due to policy change 

versus 
• Contributions in accumulation 

Investment-related cash demands 

• Cash settlements on derivatives, 
especially currency hedges 

• Calls on funding commitments 
versus 

• Investment income received 

Inability to sell assets 

• High illiquid asset exposure 
overwhelms ability to sell  

• Extended market breakdown 
‑ Infrastructure failure 
‑ Extremely one-sided markets 

Inaction by authorities 

• APRA refuses to suspend 
redemptions  

• RBA takes no action on market 
liquidity due to other priorities 

• Fund rescue attempts fail  

Liquidity crisis 

Sale of liquid assets to satisfy 
liquidity demands  

• Sale of liquid assets in public 
markets, e.g. equities, bonds 

• ‘Out-of-shape’ portfolio, until 
rebalancing activities feasible 

• Potential losses due to forced 
sales, reducing member returns 

Action by authorities 
(if still required) 

• APRA suspend redemptions  
• RBA takes action to shore up 

market liquidity 
• Fund “arranged mergers”  

System stabilises  

Reflections

What is the relative likelihood of 
stabilisation versus crisis (fund or system)?

Or perhaps something in-between? 
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We welcome your questions and feedback

David Bell

Executive Director

The Conexus Institute

David.Bell@TheConexusInstitute.org.au

Geoff Warren

Research Fellow

The Conexus Institute

Geoff.Warren@TheConexusInstitute.org.au

The Conexus Institute website:

https://theconexusinstitute.org.au/
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