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Santa rally delivers 10.5% return for super
funds in 2017

Australia’s superannuation funds are expected to deliver double-digit returns over the year, with 2017 marking the sixth
consecutive year of positive returns for super. 2017 has proven to be another eventful year for investors, with some local
market weakness during the year accompanied by a strengthening global outlook. In December, superannuation continues
to deliver, helped along by a late rally from Australian shares.

According to SuperRatings, the SR Balanced (60-76) Index, used to measure balanced super fund returns, is estimated
to rise 0.6% in December, bringing the annual return for 2017 to 10.5%. Australian shares have been the main drivers of
growth through December, offset by negative performance from global shares, which also comprise a significant proportion
of most super fund portfolios.

“Investors will certainly be starting out 2018 on the front foot, despite some of the challenges we have seen throughout the
past 12 months,” said SuperRatings CEO Kirby Rappell. “For Australian investors, it was a frustrating year in many respects,
with the share market rallying in fits and starts. However, a falling Australian dollar in the latter part of the year did help boost
returns for funds’ international share exposures. Of course, the US market has provided some crucial support, with the new
US tax package providing some momentum in the market; however, we will have to wait and see exactly how that will flow
through to returns in 2018.”

Monthly and accumulated Balanced Option returns for calendar year 2017
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*Estimate based on interim returns as at 22 December 2017
Source: SuperRatings
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/ Median balanced option returns to 30 November 2017

Period Accumulation returns Pension returns

Month of November 2017 A 13% A 14%

Financial year return to 30 November 2017 A 52% A 57%
Rolling 1-year return to 30 November 2017 A 12.5% A 134%
Rolling 3-year return to 30 November 2017 A 82% A 87%
Rolling 5-year return to 30 November 2017 A 99%% A 10.9%
Rolling 7-year return to 30 November 2017 A 84% A 93%
Rolling 10-year return to 30 November 2017 A 51% A 55%

Interim results only. Median Balanced Option refers to ‘Balanced’ options with exposure to growth style assets of between 60% and 76%. Approximately
60% to 70% of Australians in our major funds are invested in their fund’s default investment option, which in most cases is the balanced investment
option. Returns are net of investment fees, tax and implicit asset-based administration fees.

According to SuperRatings’ data, the Median Balanced Option returned 1.3% in November, following October’s return of
2.3%. A final push from Australian shares in December means the final monthly return for 2017 is shaping up at around
0.6%. Should we finish at this point, it would mean that the median Super Fund’s Balanced option delivered positive returns
in 11 out of 12 months in 2017, which would be the first time since 2013 that this feat was achieved.

Super funds deliver six straight years of positive returns

Despite the Australian market largely missing out on the global rally through the middle of 2017, super funds were able to
match the string of positive retunes experienced since 2011. The estimated 10.5% delivered in 2017 is well above the annual
10-year average of 5.6%, which has dragged down due to the 19.7% negative return experienced in 2008 when the global
financial crisis (GFC) hit.

Longer-term returns continue to sit close to funds’ inflation targets, with the seven-year return reaching a very healthy 8.4%
p.a. (well-above most funds’ CPI targets). The 10-year return of 5.1% remains relatively low in historical terms, due to the
large negative return from 2008.

“Over longer periods, superannuation funds have generally delivered solid performance,” said Mr Rappell. “The 10-year
figure may appear relatively weak and below the common CPI plus 3.5% target, but when we look back to 1992 we see that
returns sit above this benchmark.”
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Median Balanced (60-76) Option calendar year returns
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oM The S&P/ASX 200 in 2017
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About SuperRatings

SuperRatings Pty Ltd ABN 95 100 192 283 AFSL 311880 (SuperRatings) is a
superannuation research house with specialist areas of expertise, that was origi-
nally established in 2002. From 1 July 2011, SuperRatings became a fully owned
subsidiary of the entity currently registered as Lonsec Fiscal Holdings Pty Ltd, a
privately owned entity with a multi-brand strategy of providing leading financial
services research and investment execution. SuperRatings believes that profes-
sional financial advisers need informed opinions on the best superannuation and
pension financial products to provide real value for their clients. To meet this
need, SuperRatings has in place an experienced research team, which draws on
a robust research process to undertake in-depth assessment of superannuation
financial products. No fee is paid by superannuation and pension funds to Super-
Ratings for reviewing and rating superannuation and pension financial products.

Warnings: Past performance is not a reliable indicator of future performance. Any ex-
press or implied rating or advice presented in this document is limited to “General Advice”
(as defined in the Corporations Act 2001(Cth)) and based solely on consideration of the
merits of the superannuation or pension financial product(s) alone, without taking into
account the objectives, financial situation or particular needs (‘financial circumstances’)
of any particular person. Before making an investment decision based on the rating(s) or
advice, the reader must consider whether it is personally appropriate in light of his or her
financial circumstances, or should seek independent financial advice on its appropriate-
ness. If SuperRatings advice relates to the acquisition or possible acquisition of particular
financial product(s), the reader should obtain and consider the Product Disclosure State-
ment for each superannuation or pension financial product before making any decision
about whether to acquire a financial product. SuperRatings research process relies upon
the participation of the superannuation fund or product issuer(s). Should the superannua-
tion fund or product issuer(s) no longer be an active participant in SuperRatings research
process, SuperRatings reserves the right to withdraw the rating and document at any
time and discontinue future coverage of the superannuation and pension financial pro-
duct(s). Copyright © 2017 SuperRatings Pty Ltd (ABN 95 100 192 283 AFSL No. 311880
(SuperRatings)). This media release is subject to the copyright of SuperRatings. Except
for the temporary copy held in a computer’s cache and a single permanent copy for your
personal reference or other than as permitted under the Copyright Act 1968 (Cth.), no
part of this media release may, in any form or by any means (electronic, mechanical,
micro-copying, photocopying, recording or otherwise), be reproduced, stored or trans-
mitted without the prior written permission of SuperRatings. This media release may also
contain third party supplied material that is subject to copyright. Any such material is
the intellectual property of that third party or its content providers. The same restrictions
applying above to SuperRatings copyrighted material, applies to such third party content.
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