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The multi-billion dollar battle 
that you must win

Superannuation is a growth industry. The past 15 years has seen assets under 
management grow on the back of generally double digit returns and the rise 
in Superannuation Guarantee contributions to 9 per cent of earnings. Last 

year assets topped $1 trillion and, even allowing for a “blip” in 07–08 they are 
expected to triple over the next 13 years. Significantly, the fastest growth will be 
in post retirement money that members retain within the superannuation system 
– partly as a direct result of the 2006 Budget.

This is massive growth and it offers plenty of headroom for average and even poorly 
performing organisations, fed on a diet of asset based fees, to prosper and to 
demonstrate growth and success.

However, overall super growth masks the fact that performance within the industry 
varies widely. Industry funds, for example, reveal growth rates over the six years to 
30 June 2007 ranging between 9–30+ per cent per annum. These are the rates that 
we see in annual reports.

The numbers sound excellent. However they include investment income and if we 
exclude this “natural” growth then increases range between 1 per cent and 25 per 
cent per annum. This is much more sobering.

Here is not the place to comment on future super fund returns. What we can say is 
that the recent past has delivered historically high returns for funds of all shapes and 
sizes. This has reinforced a view, particularly within the for-profit parts of the 
industry, that it makes sense to link fees to assets, which once done can be expected 
to increase at a far faster rate than either inflation or costs.

This probably makes commercial sense but it does introduce volatility into revenue 
and profit, which hits hard in a year like 2007–08.
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But some industry segments  
are growing faster than others
The super industry is diverse. The role of the employer in 
determining an employee’s super fund is changing and 
becoming somewhat less crucial. Corporate plans are folding 
into multi employer arrangements. Many individuals with 
substantial super see benefit in establishing their own personal 
or family fund. If these trends continue then the industry will 
continue to change shape.

Figure 2 combines pre and post retirement assets.

The predicted growth in self managed superannuation fund 
(SMSF) assets is staggering and is driven by their use as a repository 
for post retirement assets, primarily for members with larger 
benefits. It is no coincidence that some institutions are looking at 
how they can develop services that can effectively compete with 
SMSFs or indeed to service the large SMSF market.

The twin pillars of “group” arrangements into the future will 
increasingly be retail trusts and industry funds. The former 
emphasise the value of advice, service and extent of choice. The 
latter, as their advertising confirms, focus on a simple value 
proposition of fees and performance. This distinction is a 
simplification and in practice the position is much more blurred 
and we see all “shades of grey”.

What we are already observing, and what Deloitte believes will 
become more important, is that funds of all types will invest in 
improving their ability to engage with members, to build broad 
relevance, and to allow members to better tailor their super to 
meet individual needs. A number of industry funds have rolled 
out advisory services, heavily phoned based, to their memberships. 
All funds have offered, or soon will offer, access to a suite of post 
retirement services.

the demographic tidal wave…  
time BomB or Bonanza?
It is well recognised that the Australian population is aging and 
living longer. However, few appreciate the extent of the changes 
that are currently underway, or the magnitude of the challenges 
and opportunities that they present to all of us.

The pace at which the Australian population will age depends 
on many things including immigration levels and future 
improvements in mortality. Figure 3 draws on the ABS 
population projections – medium scenario. The numbers hold 
many implications for business, government (especially in 
relation to pension and aged care policies), the superannuation 
industry, and for our older Australians – who in many cases have 
not had a lifetime of super to support themselves in retirement.

Demographic change is often thought to be slow moving and 
gradual. And so it is – in the sense that it emerges as the result of 
many years of incremental but cumulative experience. But it 
builds up into a tidal wave which delivers rapid, yet far reaching 
and fundamental change. Once this wave is at full strength it is 
very difficult to stop.

The population projection chart looks a mere 13 years into the 
future. This is not a long time. Yet we still see dramatic increases 
in the number of retired Australians. It is also worth reflecting 
that these numbers are predicated on the continuing immigration 
of working aged people to maintain our workforce (and tax 
base). Take immigration out and the position is more stark.

There are many important messages in this. They include:

● Australian businesses need to think about how they will 
employ older Australians. The over 55 “scrap heap” 
represents a huge national treasure that has all too often 
been lost to us all. In similar vein, we will see strong 
growth in those businesses that deliver services and products 
to the elderly and aged.

Source: Deloitte Actuaries & Consultants, 2008 
Deloitte Superannuation Model: Base Case Scenarios

Figure 1.  Total superannuation assets 2008–2021

All industry projections in this paper are  
based on the Deloitte Superannuation
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Figure 2.  Total assets by segment

Figure 3.  Population growth by age band (series B) 2008–20021

Source: Deloitte Actuaries & Consultants, 2008 
Deloitte Superannuation Model: Base Case Scenarios

Source: ABS Deloitte analysis

● Government must prepare for rapid escalation in health, 
aged care and retirement income costs, and come up 
with ways to help our fellow Australians as they live 
longer and longer. While this is clearly a major financial 
issue for the Commonwealth, it is also, by dint of the 
number of votes involved, one of the critical political 
issues of the next decade. 

● Super funds have for many years seen their role as 
supporting Australians to accumulate assets through their 
working lives as they seek to provide for their retirement. 
Often the role of super is simply to supplement the 
Government funded aged pension. The 2006 Federal 
Budget sent a powerful signal that this will broaden. Now, 
Australians are encouraged to leave their retirement savings 
in the super system throughout their retirement. Going 
forward, we will see super funds with a large and increasing 
retired membership. Funds will help members into their 80s 
and 90s as they gradually draw down on their retirement 
savings and meet the high costs of health and aged care.
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Figure 4 draws on Deloitte modelling. It shows in more detail 
the build up in post retirement assets held within the 
superannuation system.

The impact of the 2006 Federal budget is clearly brought home. 
Indeed something approaching 40 per cent of all growth in super 
assets over the next 13 years is directly attributed to members 
keeping their money in the super system after they retire.

This is a dramatic change to industry dynamics. Funds will need 
to develop value propositions that engage with older and retired 
Australians if they are to grow with the industry. From a 
member’s perspective, a fund that does not provide a lifetime 
solution will be increasingly irrelevant.

The dominance of SMSF and personal retail in the post 
retirement market is undoubtedly related to the important role 
that advisers play in assisting Australians when they retire from 
full time employment, and the popularity of the SMSF model 
which allows many Australians to be “hands-on” in managing 
their money.

longevity – a Blessing and a curse 
Australians are living longer than at any time in the past. We 
have seen steady reductions in mortality for much of the past 
century, and we can anticipate further improvement into the 
foreseeable future.

Table 1 compares historical life expectancies at birth and (because 
of its especial relevance to retirement) at age 65. It serves to 
highlight the leveraged pressure that increased longevity places 
on self funded retirees and on Government. Indeed, the last 60 
years has seen the average length of retirement enjoyed by 
Australians increase quite dramatically. The table draws on 
official Government numbers up to the present time and extends 
the trend with a modest assumption about future improvements 
in health and life expectancy throughout the next 30-35 years.

Table 1.  Improvements in average life expectancy (years)

 Male Female Male Female 
           at birth        at age 65

1947 66.1 70.6 12.3 14.4

2005 78.7 83.5 18.3 21.5

Improvement 47-05 19% 18% 49% 49%

Estimated 2008-2040   19.5 22.9

Life expectancy is the metric generally used to illustrate longevity. 
But it is a blunt measure that fails to highlight that many people 
will, by definition, live longer. Some by a lot longer!

Moreover, if overseas research is anything to go by then the 
majority of Australians will both live longer than they expect and 
also retire earlier than they plan. Put simply, we underestimate 
how long we will be retired and how much super we will need.

The following table explores this in more detail. We consider 
respectively a single male, female and a couple all aged 65 and show 
the probability that each will survive to old age. For the couple we 
show separately the probability that both or at least one will survive.

Table 2.  Probability of survival: current age 65

                               A couple 
 Male  Female Both   At least  
   alive one alive

Life expectancy:  19.5 22.9 15.7 25.7

  65 100% 100% 100% 100%

  80 68% 80% 54% 90%

  85 49% 65% 32% 78%

  90 29% 44% 13% 56%

  95 13% 23% 3% 30%

  100 5% 9% <1% 12%

One in 20 males now age 65 will live to 100! For a couple, there is a 13 per cent chance that both 
will still be alive at age 90, and a 56 per cent (better than even money) probability that at least 
one will be alive at that age.

Probability  
of survival  
until age:

Figure 4.  Post retirement assets by segment

Source: Deloitte Actuaries & Consultants, 2008 
Deloitte Superannuation Model: Base Case Scenarios
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Of course, many Australians will retire before they turn 65. 
Some have no choice. The average retirement age of recent 
years is about 61. Those now retiring at age 60 face an even 
“longer” retirement.

Table 3.  Probability of survival: current age 60

                               A couple 
 Male  Female Both  At least  
   alive one alive

Life expectancy:  24.0 25.8 18.7 28.8

  60 100% 100% 100% 100%

  80 66% 79% 52% 90%

  85 49% 64% 31% 79%

  90 30% 45% 13% 58%

  95 14% 24% 3% 32%

  100 5% 10% 1% 14%

The implications in financial terms are clear. People will generally 
under provide for their retirement – even if they have the financial 
wherewithal to save adequately. This paints a fairly dour picture 
for the retirement of many of the baby boomers now approaching 
their 60th birthday. The reality is even worse. Many now retiring 
have only had super for 20 years, and for much of that time 
contributions were well below the 9 per cent now being paid.

The risk of outliving your money 

The Australian superannuation system falls short of delivering 
benefits that allow those now retiring to fully fund their 
retirement. Many will rely on the value of their home, and also 
need to claim Government support in their old age. Of real 
concern is the lack of awareness of how much is required at 
retirement to deliver a comfortable life into old age.

The following table assumes a benefit of $400,000 – an amount 
many Australians would liken to winning lotto. We then 
calculate the likelihood that retirees will “outlive their benefit”. 
This depends on the annual drawdown, the age of retirement, 
and assumed rates of investment return and inflation. We have 
ignored interaction with the Government aged pension. 

Table 4.  The probability of outliving your $400,000 benefit 
(after tax return 8 per cent per annum and cost growth 4 per 
cent per annum)

                 A couple 
Retirement  Income pa  Male Female Both alive  At least 
       age  (real $ ’s)    one alive

65 $40,000 77% 86% 67% 94%

 $25,000 29% 44% 13% 56%

60 $40,000 90% 92% 79% 98%

 $25,000 51% 64% 25% 79%

There is a 94 per cent chance that at least one of a couple retiring at 65 with $400,000 and draw-
ing $40,000 per annum will still be alive when the money runs out, and a 67 per cent chance they 
will both be alive. The numbers are scalable in the sense that the same couple with a $100,000 
benefit would have the same probability of outliving a $10,000 per annum income.

Responding to longevity risk

Longevity risk (or its flipside – benefit adequacy) is perhaps the 
major policy issue facing Government today. It is also imposing 
pressure on those managing super funds as they seek to retain 
and remain relevant to their working and retired memberships. 
It should come as no surprise that much effort is being devoted 
to developing solutions – both here and overseas.

The Institute of Actuaries has developed ideas that seek to add 
flexibility to the Government supported aged pension. The aim is 
to better integrate superannuation with the aged pension in ways 
that impose no added cost to Government but that offer individual 
Australians better incomes into old age. Interestingly, Deloitte is 
currently working with an overseas Government in developing a 
national programme that will deliver income to the very aged on 
the basis of efficient pooling of risk. Much can be done.

Deloitte is also working with the private sector on other 
longevity initiatives, both in Australia and overseas.

the super “honey pot”
There is evidence that super fees are coming down though it is 
difficult to be precise on the extent. Superannuation fund financial 
statements are uneven in quality and difficult to interpret. The 
way costs and fees are described varies. However, the work that 
we do in advising the industry allows us to confirm that competition 
for business has driven down the fees charged for new business 
since 2003 – especially for large corporate business. There are 
some signs that fees are bottoming out, but competition for a 
declining volume of new business remains intense.

Good quality data on the superannuation industry is hard to come 
by. We are fortunate to have access to material, not in the public 
domain, which allows us to develop reasonable assumptions of 
where we are now, and where we might be heading.

In our modelling we segregate total fees into: investment related 
fees; platform and distribution charges; and the cost of advice. The 
mix varies between segments and depends on the way in which 
products and services are distributed.  Our modelling suggests that 
“margin squeeze” will continue in ALL sectors as fees continue to 
slowly decline and these new, lower, fees gradually pass through 
to business written some years’ back when fees were materially 
higher. Much of the reduction will be in the costs and charges 
associated with platform and distribution.

Care needs to be exercised in drawing comparisons. Different 
segments offer different packages of services, and the fees shown 
do not readily allow for “like for like” comparisons – a point not 
always made in public comment.

The relative margin chart does nevertheless show the anticipated 
decline when fees are expressed as a percentage of assets. Even 
so, it still needs to be interpreted carefully.

As an example, they suggest that retail super arrangements cost 
about the same as SMSF. But the average retail account is less 
than $30,000 (1.4 per cent of $30,000 is about $420 per annum) 
while APRA estimates the average SMSF balance to be about 
$400,000 – and 1.4 per cent of $400,000 is $5600 per annum. 
Even this is a little misleading as a number of low balance ERFs 
are classified as retail and there are many inactive accounts that 
drag down average balances. 

Figure 6 confirms that declining margins mask a more than steady 
increase in the total dollar volume of fees expected to be deducted 

Probability  
of survival  
until age:
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from member accounts over the next decade or so.

With many fees tied to assets, good investment returns, and the 
“maturing” of the compulsory Superannuation Guarantee system 
we have seen strong growth in the actual quantum of fees paid by 
members. This is likely to continue into the foreseeable future.

SMSF – a huge but fragmented industry

The big news has got to be the sheer growth in the size of the 
SMSF market.

If the phenomenon of the past decade has been the growth of 
SMSFs in the pre-retirement market, then the phenomenon that 
may well mark the next decade will be SMSF within the post-
retirement market.

While the SMSF industry is huge, it remains a fragmented 
market with no dominating providers. We see parallels with the 
corner milk bar which thrived until extended trading hours 
acted to simultaneously deliver value to customers (convenience) 
and increase competitive pressures (in the form of extended 
working hours) on the small family operator.

There are undoubtedly scale benefits within the SMSF market 
which if harnessed (and gain shared with members) could build 
a major superannuation business! The organisation(s) that 
develop value added services and products for the SMSF 
customer base may well dominate the market.

The flip side is that any initiatives taken by Government that 
curtail the growth of SMSFs will fundamentally alter the 
landscape of Australian financial markets.

Long standing and inactive customers  
may be paying more

Fees charged for new business are reducing as a percentage of 
assets, whether it be group business via employer sponsored 
plans or individual advisor placed plans. We should give credit 
here to both the industry and the regulators who have improved 
disclosure – as well as to competitive forces.

At the same time, some have been more pro-active in going 
back to long standing customers who joined when fees were 
higher. We know there are substantial blocks of long standing 
business still on higher fees and margin. In a way this provides 
the financial wherewithal that allows organisations to price 
aggressively for new business.

Figure 5.  Total fees – relative margins

Source: Deloitte Actuaries & 
Consultants, 2008 

Deloitte Superannuation Model: 
Base Case Scenarios

Figure 6.  Total fees by segment

Source: Deloitte Actuaries & 
Consultants, 2008 

Deloitte Superannuation Model: 
Base Case Scenarios
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However it also leaves organisations exposed to concerted 
competitor attack on those of its members who are charged 
higher fees. That this has not been widespread, or particularly 
successful, is put forward as further evidence of member apathy 
to super. There is some truth in this, but the complete answer 
would recognise the complexity of super.

A super fund or product is more than just fees.

Value should be attached to good quality advice, member 
service, and quality returns and insurance arrangements. 
Changing funds may put continuing insurance cover at risk, 
which explains the existence of some inactive accounts.

Moreover, it is not always simple to change funds. This last 
point is often overlooked. Super is still a “paper based” experience 
for many Australians and the fund/member interface can be 
slow and unfriendly.

This is a significant inefficiency in the system. Many Australian 
employers struggle to cope with remitting contributions to a 
multitude of super funds, and in quickly updating their systems 
to reflect the exercising of choice by their employees. To date 
we have seen some super institutions put in place “clearing 
house” solutions to address this. But they are not always readily 
available to the multitude of small enterprises that employ 
millions of Australians, and they lack the “universal” coverage, 
and low cost seamlessness that is needed going forward.

This is an issue increasingly well recognised by both industry 
participants and by Government. Effort from the former to 
upgrade their ability to assist employers (and their employees) 
are ramping up, and this dovetails with the Government’s 
stated intention to actively promote an effective and universal 
clearing house.

The related issue for the Australian super system is that there are 
still millions of inactive and lost accounts gathering dust and 
attracting fees. While the industry has known about this for 
some time there has been little coordinated action to address the 
matter. Indeed there are some funds where assets supporting 
inactive accounts are a considerable portion of total fund assets 
and revenue,

The Government’s announced intention to aggregate inactive 
accounts into active accounts on an opt-out basis is at first blush 
a simple procedural change intended to smooth out inefficiencies. 
But a more considered analysis reveals that the potential impact 
on many funds and on ERFs will go much further. Indeed, it is 
possible that it may result in the mandated transfer of many 
billions of dollars depending on what is defined as inactive.

The end result is that the business models of some funds and 
organisations will likely need to change.

exercising fund choice
In the lead up to July 2005 there were many exaggerated 
predictions that there would be a massive take up and we would 
see wholesale movements of members. Now, three years later 
many commentators are citing switch rates in the order of 3-5 
per cent as evidence that fund choice has been a virtual non 
event, and certainly has had far less impact than it should.

Deloitte Actuaries and Consultants presents a different view and 
for a number of reasons.

Visible switching at levels of 3–5 per cent  
was to be expected

It has always been our view that switching under Fund Choice 
would be triggered by events such as change of employment, 
dissatisfaction with the current arrangement, or by a desire to 
consolidate entitlements personally or within a family group.

Over time, and particularly as the role of the employer in super 
steadily reduces, we expect an increasing number of Australians 
to find the right fund and stick with it for life – or until an 
adverse experience prompts a further change. We draw a parallel 
with the many families that use one bank and stick with it loyally 
– until an event, be it poor service or performance, prompts 
them to switch.

If we assume that 15 per cent of Australians change job each year 
then visible switching of 3–5 per cent is significant.

Even 3 per cent levels involve many billions of dollars

Simple arithmetic proves the point. If only 3 per cent of 
“average” members switch funds each year then, in a trillion 
dollar industry, this amounts to $30 billion per annum. In fact, 
much more money is at stake, as many of those members 
switching have far greater than average accrued benefits.

Figure 7 shows the impact of just one component of “visible” 
member switching. Our model assumes that each year some  
2.5 per cent of industry fund members (still in employment) will 
switch to either a personal retail product or to an SMSF. The 
former is often accompanied by a change of employment and/or 
assistance from a financial advisor, while the latter typically 
occurs at older ages. In both cases the members have (sometimes 
considerably) higher than average account balances.

We modelled the impact of industry funds reducing the rates of 
switching by half – from 2.5 per cent to 1.25 per cent per annum. 
The results speak for themselves. If this occurred then in just 13 
years the industry funds would hold an extra 23 per cent (almost 
$200 billion) in pre-retirement superannuation assets.

Intuitively, we would expect that switching would have an 
even greater proportional impact on post-retirement assets. 
Our modelling, as reflected in Figure 8, confirms that this is 
the case.

If the industry funds could reduce switching amongst retired and 
retiring members by half to about 1.5 per cent per annum then, 
over the next 13 years the amount of post-retirement assets they 
hold would increase by almost 50 per cent – an increase in assets of 
about $70 billion.

The battle for members involves huge sums of money.

Even visible switches at what many contend are surprisingly low 
levels delivers large rewards for those that can attract members 
and retain them into their retirement. The converse is true for 
those funds that cannot retain members. They can expect longer 
term decline in market share.

Visible switching … the tip of the iceberg

We believe that many more than the visibly switching 3–5 per 
cent of super members are exercising choice. The difficulty is in 
accurately quantifying the impact.

Some anecdotal evidence was provided through a Deloitte 
survey of corporate super funds where we asked questions about 
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the impact of choice. Many of these funds are generous with 
contributions greater than 9 per cent and/or subsidised fees. In 
most cases respondents said that very few members had opted 
out of the company fund. However, a number did advise that 
they were not capturing all eligible new employees (not everyone 
was measuring this).

Deloitte does a lot of work with corporates and we know of 
cases where up to 30 per cent of otherwise eligible new members 
are not joining company funds. These people are exercising 
choice to not switch out of their existing fund.

At another level, one large Australian employer surveyed fund 
members and found that more than 50 per cent of members had 
another super account. Many had more than one! This could 
mean many things. At one level it offers support for Government 
action on inactive accounts. But the respondents to this survey 
knew they had other accounts, and to some extent were 
comfortable in that fact, suggesting that many Australians may 
be consciously “diversifying” their superannuation.

Either way, a lot of conscious but unrecorded decision making 
is going on. The size of the battle for members is much larger 
than the huge numbers already mentioned.

memBer retention – the main game
The past two decades has seen many of the strong public offer 
funds devote large resources and some of their best people to 
winning new members. Much of this new business was relatively 
easy to capture. It came from two sources:

● the decision made by almost all but the very largest of 
Australian employers to move the super for all of their 
people into a master trust or industry fund; 

● the explosion in the number of Australians covered by 
super since 1983.

But it is now much harder. The “low hanging fruit” has been 
picked. Remaining company plans are generally complex and 
working Australians are now already in a super fund that will 
want to keep them when employment changes.

Winning new business now means capturing members (and 
their assets) from another fund. Getting members to move means 
convincing them individually that they should switch, or in 
developing a value proposition that convinces an employer to 
support a change in the default fund.

This will only happen if funds can demonstrate superior value in 
terms of service, performance, advice, or fees. However it will 
not achieve much if your fund is losing existing members to 
other funds!

Understanding members and drivers  
of behaviour is paramount

As decision making powers have passed from employers to 
individual members it has become ever more important for 
funds to gain a much better understanding of their members, so 
that they can develop customised superannuation solutions, and 
to better educate and assist individual members get the most out 
of what is offered.

This is radical change.

In the past, the actions of many funds have implicitly suggested 
“one size fits all”. For members it was a case of “take it or leave 
it”. Fund choice has been a catalyst to build maturity within a 
super industry now obliged to respond to competition in the 
same way as most businesses.

Members are now customers. Growing the customer base is an 
imperative. The best way to do this is to offer superior products 
and services based on a deep understanding of customer needs 
and what competitors are doing.

Long gone are the days when it was sufficient to apply a simple 
segmentation of customers using data cubes so that you could 
group the membership into broad categories and then give them 
slightly different messages. Now a genuinely competitive fund 
needs to be able to access granular stakeholder data in a form 
flexible enough to be used quickly and deftly so as to:

● accurately identify needs and to then engage with the 
individual member to best meet them;

● identify those at risk of moving and to cost-effectively act 
to retain them as satisfied members;

Figure 7.  Pre-retirement assets by market segment

Source: Deloitte Actuaries & Consultants, 2008 
Deloitte Superannuation Model: Base Case Scenarios
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● use the ongoing knowledge gained from member actions to 
refine retention, growth, and product, strategies.  Indeed 
the ability to accurately predict member behaviour and to 
take early action should be the goal of every fund.

Barriers and solutions

Unfortunately, the administration systems supporting many 
super funds are old and rigid. They were not designed to facilitate 
genuine and meaningful customer engagement, but rather to 
process contributions and benefits. Moreover, as communication 
channels with members multiplied over the past decade, so did 
the systems deployed by funds. A single member view 
encompassing the entire membership, their personal details, and 
transactional/engagement history has become less accessible to 
meaningful and value added analysis.

The use of existing aged infrastructures as the platform for 
customer engagement is slow moving, costly, and ultimately 
limited in its effectiveness.

The solution draws on the experience and success that data 
analytics has delivered in consumer marketing and forensics.

Deloitte has now worked with a number of funds to circumvent 
these barriers by designing and establishing a granular, member 
centric data warehouse. Automatic feeds from existing systems 
are built so that fund management has continuous access to 
current, usable, and detailed data. This can then be used to 
deeply mine data, gain insights into behaviour, develop marketing 
and other campaigns, and importantly, to update and refine 
strategies with knowledge that is progressively gained from 
ongoing member engagement.

To date, our work has been driven by the importance of member 
retention as an issue for our clients and the fact that these tools 
can be developed and put in the hands of fund management in 
weeks, rather than the many months or years needed to develop 
highly structured CRM systems.

But there is additional and latent benefit. We know that the 
same data capabilities also deliver substantial value to funds in 
managing group insurance, fraud, and other risks as well as in 
engaging with employers as stakeholders.

Retired Australians … as fund members 

The facts speak for themselves.

The super fund of tomorrow is going to have many members 
retired from the workforce and drawing down their benefits. As 
these people get older they will become increasingly concerned 
with conserving their reducing balances and juggling income 
against the rising costs and implications of health and aged care.

This is new territory for many super funds. It poses important 
questions about the role they can and should play. Some of these 
questions are properly directed to Government.

From a commercial perspective the imperative is clear – post 
retirement dollars are crucially important. We believe that this 
represents tremendous opportunities for super funds to prosper 
and to add value for their older members.

One simple and fairly obvious example will illustrate.

A super fund can be regarded as a huge affinity group comprising 
many (sometimes hundreds of) thousands of people. If the fund 
can harness the buying power that this represents in areas that are 
important to members then the fund will forge bonds with those 
members, and deliver real value over and above the balance 
standing in their super account. This will improve retention and 
benefit individual Australians.

This is not happening to any great extent. But it must. It is 
inevitable.

Figure 8.  Post retirement assets by segment

Source: Deloitte Actuaries & Consultants, 2008 
Deloitte Superannuation Model: Base Case Scenarios
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conclusions
Super has been a fast growing industry for many years. This 
will continue.

However, we can expect the nature of fund membership to 
change as it reflects the rapid aging of the Australian population, 
the impacts of the 2006 Budget bite, and retired Australians 
increasingly leave their benefits within the super system into 
their retirement and old age. This is reflected in Deloitte 
projections of the super industry which highlight the rapid 
growth in post-retirement assets and the increasing importance 
of the SMSF market place.

The implications for Australian financial markets are 
fundamental.

The reality is that most Australians will outlive their super 
benefit. They must rely on other savings and on Government. 
Longevity risk and ways to address it are major issues for 
Government and for funds that need to find ways to add value 
and be relevant to older members.

It has been easy to grow super fund membership and assets over 
the past 15 or so years. But it is getting tougher. Fees are being 
squeezed, and the role of the employer in directing employee 
super is reducing.

Choice of fund is occurring at visible levels that of themselves 
suggest huge amounts moving between funds and into the SMSF 
segment. New members will need to be “won” from other 
funds, most obviously at the time they change jobs, and anecdotal 
evidence suggests that many members are exercising (invisible) 
choice to stay with their old fund.

Battle has already been joined. It is a multi-billion dollar battle.

Funds are moving to arm themselves so that they can better 
work to retain existing members, and to capture members 
from other funds. The role of advice is important. Equally, 
some funds are moving rapidly to create the tools that allow 
them to engage one on one with each member, and to deliver 
quite targeted and very relevant personal service in a cost 
effective way.

The world of super has changed fundamentally under the impact 
of fund Choice and the 2006 budget. It will be further fuelled by 
the demographic forces that will transform super fund 
membership over the next decade.

Funds, and Government, ignore this at their peril.

 


