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Dear Ms Chew 

CONSULTATION PAPER 351 – SUPERANNUATION FORECASTS: UPDATE TO RELIEF AND GUIDANCE 

Thank you for the opportunity to provide feedback on Consultation Paper 351. AIA Australia operates a Savings 
& Investments business that provides both superannuation and retirement income products, and we welcome 
the proposal to amend the current regulatory guidance on superannuation forecasts. We believe that fund 
members should be empowered to make decisions about how their superannuation balance can best support 
them in retirement, and effective retirement estimates and superannuation calculators are an essential input for 
this. 

Relief and guidance that provide greater direction for trustees will allow them to better support members to 
make optimal decisions, including giving them greater comfort about drawing down their funds. These will also 
assist trustees to meet the increased obligations under the Retirement Income Convent (RIC). This is expected 
to help members achieve and balance a number of objectives, particularly maximising their retirement income 
and managing expected risks to sustainability and stability. 

We support a principles-based assumptions approach, using standard inflation measures and bringing super 
calculators and retirement estimates together. The flexibility proposed to deliver these forecasts via online 
portals and statement messaging will ensure greater reach and usage. Interactive retirement estimates will 
likely drive greater engagement, and trustees should be positively encouraged to develop this capability.   

However, we believe the proposed relief and guidance misses an opportunity to address two significant areas: 

• Comparison between different income stream combinations 

• Outputs should be modelled on a range of outcomes based on the selected product construct, rather than 
one which assumes a uniform rate of return each year in retirement, unless the intention is to allocate 100% 
towards a guaranteed income stream. 

Superannuation forecasts should present a comparison between different income stream combinations 

The RIC is expected to drive greater innovation in retirement income products; in particular, more options to 
protect against key risks such as inflation, sequencing and longevity.   

Trustees are required to develop their retirement income strategies to assist members to achieve and balance 
three objectives – maximising their retirement income, managing expected risks to the sustainability and 
stability of their expected retirement income and having flexible access to funds during retirement 

The relief and the proposed guidance should support these objectives and facilitate members making more 
informed decisions about their retirement income needs, with the option to seek personal financial advice in 
more complex scenarios. 

It is not clear how the proposed guidance will support the development of tools that meet these objectives. 
Rather, the proposed guidance seems weighted towards a continuation of current practice – that is projecting 
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retirement income based on investing in an Account Based Pension (ABP) and any Age Pension entitlements (if 
included). Paragraph 95 of the consultation paper reinforces this: 

“Our proposals are consistent with the member starting an account-based pension on reaching the retirement 
age. Account-based pensions generally offer flexibility (e.g., to withdraw capital or switch to a different product) 
and do not come with the cost needed to support a financial guarantee.” 

As drafted, this is likely to lead to tools that fail to consider critical inputs such as a member’s risk profile or the 
desire for certainty over future income. If trustees are expected to properly engage members and provide 
increase in confidence during the draw-down phase, then the tools that support members making decisions 
about how they invest in retirement should be built to compare and contrast outcomes.   

Both retirement estimates and superannuation calculators should allow and encourage members to compare 
different income stream combinations, by showing that there will be a trade-off between certainty achieved via 
guaranteed income streams versus the inevitable volatility (i.e. material range of outcomes) if only an ABP is 
selected. By allowing members to compare outcomes between different options for their retirement balance 
(where relevant, aligned to the strategy developed by that trustee for that particular cohort), including for 
example lifetime or deferred annuities, we expect member engagement to significantly increase, as they are 
empowered to determine the best approach to structuring their own retirement income needs.   

While it will be important to balance the provision of additional or more targeted information against the risk of 
introducing extra complexity, we believe that superannuation calculators and interactive retirement estimates 
should include a simple risk profile – in particular, the user’s preference for achieving a known (guaranteed) 
income in retirement. While most members’ risk profiles would not be known when developing a retirement 
estimate, this could be presented as several scenarios reflecting different approaches to structuring retirement 
income; e.g., one which includes a guaranteed income component and one that does not. The scenarios 
presented in these retirement estimates would be aligned to the retirement strategy determined by the trustee 
for a particular member cohort. Failing to include these in retirement estimates and superannuation calculators 
is likely to create a false sense of security if a potential range of outcomes is not considered. 

Outputs should show a range of outcomes 

ASIC provided an update to the FSC and its members in December 2021, noting its intent to provide flexibility to 
providers on how outputs are presented, specifically noting the use of stochastic (or ‘range of outcomes’) 
modelling. This isn’t particularly clear in guidance and isn’t widely used by providers today. With the 
development of new innovative income stream products and a focus on managing sustainability and suitability 
risks, this is an important consideration for members in making optimal decisions. 

A straight-line average investment return to life expectancy, consistent with the majority of forecasts used today, 
does not cater for volatility in how the averages are achieved. The timing and amount of volatility in investment 
earnings relative to drawdown patterns can lead to vastly different outcomes for members. 

Additionally, using standard population mortality tables to estimate life expectancy means it underestimates a 
member’s lifetime, on average, about half of the time. Further complicating this is the proposal to use default 
retirement age and period in retirement, that doesn’t consider the differences between males and females.   

Retirement estimates should take a more prudent approach and model a range of outcomes up to the maximum 
probable lifespan; for example, where there is a 10% chance of living beyond an age, rather than just an 
average life expectancy. For example, a female aged 65 has a 50% chance of living beyond age 89 years and a 
10% chance of living beyond age 97 years, so a retirement model should model outcomes up to at least 97 
years.1  

Rather than displaying one scenario, based on straight line average investment returns (which are highly 
improbable), stochastic modelling or other ‘range of outcome’ modelling that presents a range of outcomes and 
the probability the individual income needs would be met, should be best practice.  

This is likely to provide greater certainty to members to draw down capital and achieve a better lifestyle in 
retirement, as the risk of outliving their retirement assets has been effectively managed.  

 

1 Based on ABS Life Tables 2018-20. 










