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Minute with

Welcome to SuperNews

I must admit I was a little surprised to 
learn recently that start-up companies 
and entrepreneurs are among the largest 
contributors to new jobs in Australia.1 

Surprised, I suppose, because I assumed 
that start-ups were something of a niche 
market rather than a major employer.

The funding provided to start-up 
companies is called venture 
capital, and it’s an area 
that’s attracting more 
and more interest – 
and dollars – from 
large investors like 
First State Super.

We rarely invest directly 
in start-up companies. It’s 
more common to work with 
specialist venture capital partners 
who help us identify opportunities 
and manage the investment. These 
opportunities are typically businesses 
starting from scratch, so from an 

investment point of view, the growth and 
return potential from backing a business 
right from outset can be very attractive.

Investing in a start-up business means 
investing in an idea that is largely untried 
and untested. But there are certain elements 
we look for that reduce the risk, including 

a strong foundation team, good market 
dynamics, and sound revenue-cost 

projections. And if all goes well, 
the business must be scalable to 
accommodate future growth.

Aside from the potential returns, 
one of the main reasons we are 
funding selected start-ups is 

to keep Australian innovation in 
Australia. There’s never been any 

shortage of ideas but until recently, 
attracting local funding has been difficult. 
Investing in these businesses on your behalf 
fits very neatly with our broad investment 
philosophy of supporting the communities in 
which our members live, work and retire.

‘Start-ups are 
among the largest 

contributors to  
new jobs in 
Australia’

Bringing new ideas to life

1  The Venture Capital Effect, The University of Sydney, Australian Private Equity & Venture Capital 
Association, June 2017.

2 SuperNews | Spring 2017



Minute with

Michael Dwyer AM
Chief Executive Officer

Michael

Investing in innovation 4
Inside our team 6
Why super is still great  8
When being irrational is perfectly rational  10
Your questions answered  12
Your fund in the community 14
Keeping you up to date 16
Making it easier to see the fees and costs of your investments 19
Investment commentary 22

INSIDEWhat’s

We look at two very interesting venture 
capital investments we’re supporting in 
this issue.

You might also notice some changes  
to the way we show fees and costs on  
your member statement. These are 
industry-wide requirements and most 
importantly, they are simply a change  
to the way we display these items.  
See page 19 for more information.
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As a First State Super member, 
you’re investing in some of the 
world’s top brands, buildings, 
hospitals and roads. But did you 
know that you’re also investing 
in driverless cars and Australia’s 
coolest technology company?

A small but growing part of our 
investment portfolio – your money, that 
is – is being used to fund small start-up 
businesses developing unique products 
or services with global growth potential. 
We’ve partnered with Australian venture 
capital funds like Blackbird Ventures 
to help us identify promising start-up 
opportunities.

Investing in

While it’s still early days for autonomous car technology  
(self-driving cars), there’s a race building within the automotive and 
technology industries to bring the best self-driving technologies to market.

Zoox 

Zoox is a robotics start-up based in California. 
Compared to the likes of Apple, Google and General 
Motors, Zoox is one of the smaller players working 
on self-drive cars, but the company is still valued 
north of $US1.5 billion.

Founded by Melbourne creative entrepreneur Tim 
Kentley-Klay and engineer Jesse Levinson, previously 
a member of Stanford University’s autonomous driving 
team, Zoox is aiming to provide a fully autonomous taxi 
service, similar to Uber but with no driver. 

SuperNews | Spring 2017

It’s estimated 
the driverless car 
market will be 
worth $77 billion 
by 2035.

Boston Consulting Group
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         Find out more 
Venture capital investments are 
part of our investment in alternative 
assets, which are a component of 
our pre-mixed options. Read more 
about projects we’ve invested in at 
firststatesuper.com.au/investments

The rise of the tech sector
The tech sector is growing fast. Ten years 
ago, Microsoft was the only technology 
company in the world’s top ten by market 
capitalisation. Today, half the top ten are 
venture-backed technology companies. 

Over the last couple of years, we’ve been 
involved in several early stage technology 
and innovation ventures with strong 
Australian ties, such as Zoox and Canva.

Investment benefits 
Venture capital investments tend to 
perform differently to more traditional 
assets like shares and property. 

Not only are these investments interesting 
to read about, they can also provide 
diversification benefits by smoothing out 
returns when share markets are fluctuating.

According to Damian Graham, First State 
Super’s Chief Investment Officer, ‘Our 
investments in start-up companies like 
Zoox and Canva help us provide the 
strong investment returns required by 
members, and also support innovation 
and Australian industry, which benefits 
the communities we all live and work in.’

Investing in

If you’re interested in graphic design but don’t have quite the  
right skills, then maybe a company called Canva has the answer.

Tech start-up Canva makes graphic design easy and accessible to 
everyone through free DIY design templates. With 10 million users and 
counting, Canva has received significant interest from global investors, 
including First State Super. 

Canva

Canva has been named 
Australia’s ‘coolest 
technology company’ for 
the second year in a row. 

JobAdviser

While the service is free, Canva makes 
money through the sale of stock images 
as well as a premium offering that helps 
organisations set up brand guidelines.  
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our
INSIDE

team

So Anika, is there such a thing as  
a typical day for you?
No, not really. The great thing about 
my role is its diversity. One day I might 
be researching a potential investment 
company, which could be a tiny industrial 
cleaning services business or a company 
building driverless cars. The next day 
I might be drafting a private equity 
investment report or doing reference 
checks on a potential investment 
opportunity. My days are very different.

You mentioned private equity 
investments. What can you tell us 
about your work in that area?
An important part of my job is to manage 
our relationships with some of our 
investment managers, such as Blackbird 

What’s a typical day like for a member of our investment team? There’s 
no such thing, investment analyst Anika Choudhury told us when we 
caught up with her during a rare break in her hectic day.

Ventures. Blackbird helps us identify 
and invest in early-stage venture capital 
opportunities. These are often start-up 
companies so we can really capitalise on 
the growth of a business right from its 
earliest beginnings.

But Blackbird and our investments in 
venture capital companies are just a 
small part of a much bigger picture. 
Our private equity portfolio is spread 
across a range of regions, industries and 
companies because this is the best way 
to manage risk and achieve appropriate 
‘risk-adjusted’ returns. While it’s generally 
true that higher risk equals higher return, 
we try to moderate risk by holding a 
diversified private equity portfolio that 
includes over 200 private companies 
through our primary, secondary and  
co-investment relationships.
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What do you like about working  
for a profit for member fund?
One of the main reasons I wanted 
to work for First State Super was its 
profit for member structure. I believe 
superannuation should be member-
focused and profit motives muddy the 
waters. I can confidently say that at First 
State Super, everyone really is working 
towards one goal: to help our members 
have financial dignity and peace of mind 
in retirement.

With Australia’s ageing population and 
a public pension system that is under 
increasing pressure, appropriate super 
savings are hugely important. On a 
personal note, as my parents head towards 
retirement, the value of superannuation is 
front and centre for me.

What gives you satisfaction in 
your job? 
As clichéd as this sounds, my 
satisfaction at work comes from being 
a part of a broader team that is working 
to support the retirement needs of 
Australians and, more personally, the 
needs of my family and friends.

Draft investment paper

Call fund manager

Complete investment 
fee model

Discuss terms with  
legal team

To do list

 
Anika Choudhury 

talks about her  
role as one of our  

investment  
analysts
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New rules from 1 July 
this year changed the 
super landscape yet 
again and you may be 
wondering whether 
you should continue 
to build your savings 
through super. The 
good news is that 
super continues to 
offer great tax breaks.

is still great
Super continues to be one of the most tax-friendly  
investments around. This is because: 

 5 Money which your employer puts into your super account 
such as compulsory SG and amounts you choose to salary 
sacrifice, are taxed at 15%, which is lower than most  
people pay on their income.

Income Marginal tax rate1 Super contributions tax

$0-$18,200 0% 15%2 

$18,201-$37,000 21% 15%2 

$37,001-$87,000 34.5% 15% 

$87,001-$180,000 39% 15% 

$180,001-$249,999 47% 15% 

$250,000 and over 47% 30%3 

1 Assumes Medicare levy of 2%. 
2  The Low Income Superannuation Tax Offset may reduce this by up to $500. 
3  Additional tax applies to contributions when income plus concessional 

contributions to super exceed $250,000.

 5 Your super earnings are taxed at a maximum of 15%. 
Usually it’s lower because we use any franking credits we 
receive on our investments in Australian shares to offset  
this tax. And if you’re in a retirement income stream you  
don’t pay any tax at all on your earnings. 

 5 Once you reach 60, any regular payments or lump sums  
paid out of your savings are tax free. 

Why super

8
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Other benefits of super
Here are some other benefits you may 
qualify for by investing in super:

 5 Do you earn less than $37,000? 

If your adjusted taxable income is less 
than $37,000 a year, you qualify for 
the Low Income Superannuation Tax 
Offset, which is effectively a refund 
of up to $500 of the 15% tax on your 
contributions. You don’t have to do 
anything to receive this refund – the 
Australian Tax Office will let us know if 
you qualify. 

 5 Do you earn less than $51,813 and have 
you made an after-tax contribution? 

You could be eligible for up to $500  
from the government, paid into your 

super as a co-contribution. For every  
dollar you put in from your after-tax pay, 
the government may put in 50 cents,  
up to $500. If you qualify, your  
co-contribution will be paid into your 
super automatically. 

 5 Does your spouse earn less than $40,000? 

If you make contributions on behalf of your 
spouse (married, de facto or same sex) you 
may receive a tax offset if your partner 
earns less than $40,000 a year. If you 
contribute $3,000 you could qualify for 
the maximum tax offset of $540. The offset 
falls as your partner’s income rises above 
$37,000 and cuts out completely when 
their income reaches $40,000.

 Super tax breaks add up over time

Sam has a spare $200 a month which he wants to invest. If he invests outside super, 
he will pay 34.5% tax (including the Medicare levy) which leaves him $131 to invest 
from his original $200. If he invests in super he only pays 15% tax, so $170 goes into 
his super account each month. 

That difference adds up over time. In 30 years, Sam will have over $47,000 more by 
saving through super.

 Investing inside super Investing outside super
Savings each month $200 $200

Tax $30 $69

Amount to invest each month $170 $131

After 10 years $28,669 $22,092

After 20 years $86,992 $67,035

After 30 years $205,643 $158,466

Assumptions: 7.36% annual compound return on both investments, Sam uses a salary sacrifice 
strategy to invest in super. This is illustrative only and does not consider your personal circumstances.

Find out how you can contribute to super and save tax at 
firststatesuper.com.au/contribute
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Mark Twain once quipped that October 
was a dangerous month to buy stocks, 
along with July, January, September, 
April, November, May, March, June, 
December, August and February.  
(That’s all of them, by the way). 

Twain wasn’t risk averse; he was something of 
a speculator. But he went bankrupt because 
his emotions and personal biases contributed 
to a string of poor decisions. 

It’s perfectly normal for our unconscious 
biases to influence our decision-making. 
But while it may be normal, quite often it’s 
also irrational. And irrational decisions can 
affect prices, cause market movements and in 
extreme cases, bubbles and crashes. 

is perfectly 
rational 

When being 

It’s perfectly normal 
for our unconscious 
biases to influence our 
decision-making, but  
it’s also irrational.

irrational

10



firststatesuper.com.au  |  1300 650 873  |  enquiries@firststatesuper.com.au

How can we overcome our unconscious bias? 
As these tend to be unconscious biases, they can be tricky to change. But as long as 
you’re aware of them, you can control their influence and improve the likelihood of 
making rational – which usually means better – decisions.

Anchoring 
This is the common tendency to 
rely too heavily on one piece of 
information or ‘anchor’ when making 
an investment decision. 

Confirmation bias 
People tend to seek out information 
that confirms what they already 
believe. For example, if you believe 
the share market is going to crash, you 
are more likely to believe information 
that supports your view. 

Overconfidence 
Some people overestimate their  
ability to time the market, which can 
lead to too much trading, switching 
and – possibly – poor returns. 

Loss aversion 
We tend to feel greater pain from a  
loss than pleasure from a gain, which 
can create challenges – and bad 
decisions – when managing money. 

Blinkers 
Only seeing what you want to see – 
for example, taking a narrow view of 
a particular asset class or investment 
rather than a more informed view.

Five common investment biases 

Everyone has different needs and 
preferences so it’s good to know you 
can get advice to help you choose 
the investment option that’s right 
for you. To book an appointment 
call us on 1300 650 873 or visit 
firststatesuper.com.au/advice.

Financial planning advice is provided by  
First State Super Financial Services Pty Limited 
ABN 37 096 452 318 AFSL No. 240019.

Need some help choosing  
your investment options? 

1 4

2

3

5
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QA&

 What’s the difference between the $1.6 million transfer  
balance cap and the $1.6 million total superannuation balance cap?

 These two caps were introduced 
on 1 July 2017. The transfer balance 
cap (monitored by the Australian Tax 
Office) applies to superannuation in 
the retirement phase, which includes 
retirement income streams and defined 
benefit pensions. If you have more than 
$1.6 million, you’ll have to remove the 
excess from the retirement phase of 
superannuation and penalties may apply.

The purpose of the total superannuation 
balance cap of $1.6 million is to prevent 

further after-tax contributions once 
the total value of your superannuation, 
retirement income stream and defined 
benefit accounts reaches $1.6 million. 
This amount was initially measured on 
30 June 2017 and will be measured on 
each subsequent 30 June. The cap only 
applies to after-tax contributions made 
on or after 1 July 2017. This cap does not 
prevent you from receiving concessional 
contributions such as your employer’s SG 
or salary sacrifice contributions.

Your questions
In each issue, we respond to common 
questions members are asking. 
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 I currently salary sacrifice to 
my super. Can I stop my salary 
sacrifice and just claim my after-
tax contributions as a deduction? 

 Yes. Recent changes to super rules 
give you greater flexibility. You now have 
a choice of salary sacrificing to super, or 
making lump sum personal contributions 
and claiming a tax deduction at the end of 
the financial year. If you decide to claim a 
tax deduction at the end of the financial 
year, you will need to let us know by 
completing a Notice of intent to claim or vary 
a deduction for personal super contributions 
form. And you’ll have to include these 
details in your next tax return. 

There is a work test requirement for those 
aged 65 to 74 years, and once you reach 
75, no further contributions to super are 
allowed, except for SG contributions.

 Why do I need to supply a 
bank statement when I request a 
benefit payment? 

 This requirement is for your own 
protection because it helps us ensure that 
we pay the benefit to the right person.

When you request a benefit payment (or 
when you set up an income stream with us) 
you need to provide a copy of your bank 
statement or passbook which shows your 
full name and account details. If you don’t 
provide a bank statement, your payment 
will be made by cheque to your current 
postal address. 

answeredYour questions

To read more Q&As go to  
www.firststatesuper.com.au/
supernews
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Members of First State Super’s Sydney 
office came together with approximately 
500 other people at the annual World 
Refugee Day breakfast. Attendees heard 
from keynote speakers including Mr Deo 
Masudi, a former refugee from Democratic 
Republic of Congo, who shared insights 
and personal stories from his time in a 
refugee camp in Kenya, and his experience 
of finally being welcomed in Australia.  

Your fund in the community
Helping the community is important to our members, and important to us. 

UNHCR World Refugee Day breakfast  

As part of our commitment to investing in 
projects and businesses that contribute  
to a better future for all Australians, we 
have invested in the Oak Tree Group 
as the major stakeholder. The highly 
reputable Oak Tree Group manages 28 
retirement villages throughout Australia. 

Our investment in Oak Tree should  
deliver sustainable, long-term returns 
for our members and contribute to the 
quality of the communities in which our 
members live, work and retire. 

The breakfast was a resounding success, 
raising approximately $180,000, which 
will go towards building a vocational 
training centre in the Kyaka II Refugee 
Settlement in Uganda. 

‘I would like to thank everyone 
involved for their help and support 
with this important event.’ 
Michael Dwyer, AM 
Chief Executive Officer, First State Super 
Director, Australia for UNHCR

Our investment 
in retirement villages
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To read more about how we’re working in the community, visit 
www.firststatesuper.com.au/supernews

Over the past few months, First State Super 
team members have joined forces with 
players from the Geelong Cats Australian 
Rules football club to pay regular visits  
to hospitals in the Geelong region.  

Partnering with the
Geelong Cats AFL Club

 

We have more than 15,000 members in 
the Geelong region, many of whom work 
in the health and community care sectors. 
Our Geelong Member Service Centre 
is staffed by a team who have a real 
appreciation of the needs of our members 
and employers in the area. So if you’re in 
the neighbourhood, call in and say hello.

Geelong Member Service Centre  
164 Moorabool St, Geelong VIC 3220
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Visit us in Geelong

The idea is to participate in ‘ward walks’ 
to personally thank the doctors, nurses 
and orderlies, many of whom are our 
members, for their continued support.

The response to the visits was incredible. 
It’s a very pleasant surprise to see just 
how much people appreciate a simple 
acknowledgement and word of thanks. 

We are proud to be involved in this 
initiative with the Cats which helps 
recognise the amazing work our 
members do every day.
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Even more socially responsible
We have made some changes to our Diversified Socially Responsible Investment (SRI) 
option. We have extended our positive and negative screens – including the fossil fuel 
exclusion – to all the option’s asset classes from May 2017. Previously, the screens were 
applied only to Australian and international shares in this option. 

Also, from May 2017, we changed the guidelines for how much we can invest in each 
asset class for this option, called the ‘strategic asset allocation’. Consequently the 
allocation to growth and income assets changed to 76% growth assets / 24% income 
assets. The objectives and risk measures of the Diversified SRI option have not changed.

Old New

Target Range Target Range

Australian shares SRI 26% 16%-36% 26% 16%-36%

International equities SRI 30% 20%-40% 24% 14%-34%

Alternatives 24% 4%-44% 26% 6%-46%

Fixed income 10% 1%-20% 18% 8%-28%

Cash (for transactions) 10% 1%-45% 6% 1%-36%

For more information on our socially responsible investment options, 
go to firststatesuper.com.au/sociallyresponsible. 

Keeping you

in super and your fund

up to date
with developments
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Our administrator has a new owner
Pillar Administration was recently sold to 
Mercer (Australia) Pty Ltd and changed its 
name to Mercer Administration Services 
(Australia) Pty Limited (ABN 48 616 275 980, 
AFSL 245591). 

Personal deductible contributions 
for defined benefit members
From 1 July 2017, you can claim a tax 
deduction for personal contributions made 
to your accumulation account. You can 
claim if you are under 65, regardless of 
your work situation, up to the new annual 
concessional cap of $25,000. This also 
applies if you are aged between 65 and 
74, but you have to meet the work test1. 
You are not able to claim a tax deduction 
for contributions you make to your defined 
benefit account(s) with us.
1  To meet the work test you need to work at least  

40 hours in any consecutive 30-day period 
during the same financial year in which the 
contributions are made.

Retirement income stream  
members over the $1.6 million 
transfer balance cap
If you transfer more than $1.6 million into 
retirement phase accounts (which includes 
retirement income streams and defined 
benefit pensions) you will need to remove 
the excess amount from one or more of 
your retirement income stream accounts. 
We will try to contact you to find out what 
you’d like to do, but if we don’t hear from 
you within 60 days we will transfer the 
excess to an existing super (accumulation) 
account you have with us. If you have more 

than one super account with us, we’ll use 
the latest account you have set up.

If you don’t have an existing super account 
with us, we’ll set up a personal account for 
you and transfer the excess to this account. 

Increase to the co-contribution 
income thresholds
On 1 July 2017, the income thresholds 
for the government co-contribution 
increased. For the new thresholds visit 
firststatesuper.com.au/GrowYourSuper/
GovernmentCoContributions.

To check if you are eligible for a 
government co-contribution read  
our fact sheet Low-income super  
support options available from  
firststatesuper.com.au/factsheets.

Our cut-off time for switch 
requests is now 4 pm (AEST)
If we receive a valid paper or online 
request from you to switch the investment 
option for your current account balance 
before 4 pm (AEST) on a business day, we 
will normally process it using the unit price 
that applies for that business day when it 
becomes available. You can cancel a switch 
request online before 4 pm (AEST) on the 
day the switch request is made. 

If we receive your request to change 
the investment allocation for future 
contributions before 4 pm on a business 
day (AEST), the change will be effective 
on the next business day. Where a 
contribution is attached, the nomination 
takes effect immediately.

  There are also new ways of reporting investment fees. See pages 19-21.

Keeping you

in super and your fund
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Keeping you up to date continued

Super and transition to retirement income stream options

Expected frequency of negative returns Risk label & band

New Previous

High Growth 5 5.1 High (6)

Growth 4.5 4.6 High (6)

Conservative Growth 1.8 1.9 Low-medium (3)
International Equities 6.1 6.2 Very high (7)
Property 4.9 5.1 High (6)

Australian Fixed Interest 5.5 4.9 High (6)

International Fixed Interest 3.8 3.2 Medium-high (5)

Cash 0.3 Negligible Very Low (1)

Retirement income stream options

Expected frequency of negative returns Risk label & band

New Previous

Balanced Growth 3.6 3.7 Medium-high (5)

Diversified Socially 
Responsible Investment 4.3 4.4 High (6)

Conservative Growth 1.7 1.9 Low-medium (3)
Australian Equities 6.5 6.6 Very high (7)

Australian Equities Socially 
Responsible Investment 6.5 6.4 Very high (7)

International Equities 6.0 6.1 Very high (7)

Property 4.9 5.1 High (6)

Australian Fixed Interest 5.5 4.9 High (6)

International Fixed Interest 3.8 3.2 Medium-high (5)

Cash 0.3 Negligible Very Low (1)

Update on our investment options: Changes to asset allocations, 
frequency of negative returns and risk ratings
The Standard Risk Measure (SRM) shows an option’s risk band and label and allows 
you to compare investment options that are expected to deliver a similar number of 
negative annual returns over any 20-year period.

The expected frequency of negative returns for the following investment options 
changed following our recent annual review (see tables below). The frequencies for 
our other investment options have not changed. In addition, the risk rating for our 
International Equities option in our retirement income stream changed from High  
(Band 6) to Very high (Band 7). 
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On 30 September 2017, new rules for reporting investment fees and costs 
came into effect. While there are no new or additional fees, under the new 
rules all super funds are providing more detail about the costs incurred 
when investing their members’ super. 

Under the new rules, the term ‘investment fees’ is broadly defined to include all fees 
and costs associated with the purchase, sale, and ongoing management of the fund’s 
investments. As a result, investment fees are not just ‘fees’; they also reflect the costs we 
incur when we invest your super. These amounts are paid from the investment option 
before we calculate the unit price and are not deducted directly from your account. 

the fees and costs of your investments

Making it easier

What’s changed?
The new rules require us to include a broader 
range of costs in our reported investment 
fees. For example, the costs of:

 5 buying and selling investments, such 
as brokerage, stamp duty and sales 
commissions

 5 using derivative contracts to help 
minimise the impact of movements 
in the Australian dollar on investment 
returns

 5 managing the fund’s securities  
lending program.

These costs are (and have always 
been) incurred in managing the fund’s 
investments but we are now making them 
clearer by including them in our reported 
investment fees.

Another important change is that, 
while investment fees were previously 
estimates for the coming financial year, 
the new rules require us to report the 
fees and costs incurred over the previous 
financial year. 

for you to see
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Making it easier for you to see the fees and costs of your investment continued

We now disclose our borrowing and 
property operating costs separately. 
Borrowing costs include loan 
establishment costs and interest payments 
and are most significant for illiquid asset 
classes such as property and infrastructure 
where asset prices can be substantial. 

Property operating costs include a range  
of costs associated with managing 
property investments, such as council  
and water rates, utilities and lease  
renewal costs.

An estimate of borrowing and property 
operating costs for the 12 months to  
30 June 2017 is shown in Table 2. 

Investment fees may vary from year to year and cannot be precisely calculated in 
advance. The new investment fees shown in Table 1 are based on the estimated fees and 
costs for each investment option for the 12 months to 30 June 2017. In future, the actual 
amount you’ll pay will depend on the actual fees, costs and taxes incurred by the trustee 
in managing the investment option.

Table 2: Borrowing and property  
operating costs

Investment option
Borrowing 

costs

Property 
operating 

costs

High Growth 0.08% 0.07%

Growth1 0.06% 0.06%

Diversified Socially  
Responsible Investment 0.09% 0.08%

Balanced Growth1 0.06% 0.05%

Conservative Growth 0.05% 0.04%

Property 0.38% 0.48%

1 The fees shown are the same for MySuper and 
Choice members.
Except for the Property option, none of the single 
asset class options incurred borrowing or property 
operating costs for the period.

Investment option

Investment 
management 

costs
Performance-
related costs

Explicit 
transaction 

costs

Other 
fees and 

costs

Total 
investment 

fees
High Growth 0.37% 0.14% 0.07% 0.11% 0.69%

Growth1 0.35% 0.14% 0.06% 0.11% 0.66%

Diversified Socially 
Responsible Investment

0.40% 0.12% 0.10% 0.13% 0.75%

Balanced Growth1 0.32% 0.14% 0.05% 0.11% 0.62%

Conservative Growth 0.28% 0.13% 0.04% 0.10% 0.55%

Australian Equities 0.06% 0.00% 0.00% 0.02% 0.08%

Australian Equities Socially 
Responsible Investment

0.36% 0.00% 0.12% 0.03% 0.51%

International Equities 0.06% 0.00% 0.00% 0.03% 0.09%

Property 0.81% 0.23% 0.21% 0.09% 1.34%

Australian Fixed Interest 0.06% 0.00% 0.00% 0.03% 0.09%

International Fixed Interest 0.06% 0.00% 0.00% 0.06% 0.12%

Cash 0.04% 0.00% 0.00% 0.01% 0.05%

Table 1: Estimated investment fees (% per year) 

1 The fees shown are the same for MySuper and Choice members.

Borrowing and property operating costs
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Watch our video explaining the change at firststatesuper.com.au/investmentfees

 5 Returns depend on a range of factors, not 
just fees. We take a disciplined approach 
to building a diversified portfolio of 
investments. This helps us to maximise 
returns over the long term while keeping 
investment risks to a minimum.

There is no need for you to take any action, 
but please contact us if you would like to 
know more. Alternatively, refer to our Member 
Booklet Supplement: Fees and costs if you are 
an accumulation member, or your Member 
Booklet if you are an income stream  
member. These booklets are available on  
our website and from customer service.

What does this mean for you?

 5  Remember, this change doesn’t necessarily 
mean your super will cost more to manage. 
It is simply a new way of reporting the fees 
and charges that already apply.

 5 The change aims to show you more clearly 
the expenses involved in managing your 
investment. It is intended to help you 
compare super funds more easily.

 5 Fees and costs are a necessary part of 
investing and we try to keep these as  
low as possible.

Investment option

Investment 
management 

costs
Performance-
related costs

Explicit 
transaction 

costs

Other 
fees and 

costs

Total 
investment 

fees
High Growth 0.37% 0.14% 0.07% 0.11% 0.69%

Growth1 0.35% 0.14% 0.06% 0.11% 0.66%

Diversified Socially 
Responsible Investment

0.40% 0.12% 0.10% 0.13% 0.75%

Balanced Growth1 0.32% 0.14% 0.05% 0.11% 0.62%

Conservative Growth 0.28% 0.13% 0.04% 0.10% 0.55%

Australian Equities 0.06% 0.00% 0.00% 0.02% 0.08%

Australian Equities Socially 
Responsible Investment

0.36% 0.00% 0.12% 0.03% 0.51%

International Equities 0.06% 0.00% 0.00% 0.03% 0.09%

Property 0.81% 0.23% 0.21% 0.09% 1.34%

Australian Fixed Interest 0.06% 0.00% 0.00% 0.03% 0.09%

International Fixed Interest 0.06% 0.00% 0.00% 0.06% 0.12%

Cash 0.04% 0.00% 0.00% 0.01% 0.05%

Transactional and operational costs
As part of more detailed reporting of investment fees, we now also show transactional 
and operational costs separately. Transactional costs relate to the purchase and sale of 
the fund’s investments. In addition to the transaction costs shown in Table 1, implicit 
transaction costs such as bid/offer spreads are embedded in the price of certain 
investments. Estimates of these costs for the 12 months to 30 June 2017 are provided 
below. These costs, together with the explicit transaction costs shown on the previous page, 
make up the total estimated transactional and operational costs shown below.

Table 3: Transactional and operational costs

Investment option
Estimated implicit 
transaction costs

Total estimated transactional 
and operational costs

High Growth 0.05% 0.12%

Growth 0.05% 0.11%

Diversified Socially Responsible Investment 0.08% 0.18%

Balanced Growth 0.07% 0.12%

Conservative Growth 0.03% 0.07%

Australian Equities 0.00% 0.00%

Australian Equities Socially Responsible 
Investment

0.26% 0.38%

International Equities 0.00% 0.00%

Property 0.03% 0.24%

Australian Fixed Interest 0.03% 0.03%

International Fixed Interest 0.07% 0.07%

Cash 0.00% 0.00%
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Investment commentary

Strong returns

Members enjoyed strong performance from most asset classes for the year 
to 30 June 2017. Double-digit returns in major share markets, and good 
returns from alternatives such as infrastructure, direct property and private 
equity, gave members in our diversified (pre-mixed options) the best 
returns for several years. 

Following President Trump’s election in 
November, markets reacted positively 
to his expansionary economic agenda. 
But the good performance didn’t last. 
Promised reforms to tax, healthcare and 
infrastructure made little progress, the 
oil price slumped and the commodity 
price surge of late 2016 shifted 
direction.

Despite all this, the US 
share market remained 
strong, underpinned 
by better corporate 
performance. The S&P 
500 finished the year 
up 15.5% and other 
global share markets 
also performed strongly 
including Japan (up 28.6%), 
Hong Kong (up 23.9%) and the UK (up 
12.4%). In Australia, the S&P/ASX 300 
Accumulation Index finished up 13.8%.

Outlook 
One major focus for the coming twelve 
months will be global interest rates 
and inflation. Central banks are likely 
to reduce their holdings of government 
bonds after huge purchases in the years 
since the global financial crisis. These 

central bank purchases, along with 
low global economic growth, have 

kept interest rates low in many 
markets. But the ‘unwinding’ of 
these holdings will not be easy 
in the face of ongoing low 
inflation in many developed 
economies. 

There’s a sharp focus these 
days on geopolitical issues within 

particular countries and regions. 
While these tend to attract a lot of media 

interest, as we saw over the last year with 
Brexit, they’re unlikely to have a negative 
longer-term impact on share markets. 

Your statement 
shows our 

investment returns 
to 30 June 2017

for the 2016-17 year

22 SuperNews | Spring 2017



 
Potential hotspots

What this means for your super
Geopolitical issues may make great dinner party or lunch room 
conversations, but as we have seen over the last six to twelve months, 
they generally have little long-term impact on investment markets. 
When it comes to your super, remember the words of that very famous 
investor, Warren Buffet: once an investment is made, stick with it for the 
long term, and calmly ignore the short-term noise. 

Here are some of the main geopolitical issues that could emerge in 
coming months:

 5 Relations between major global powers, particularly China, the US, and Russia

 5 Actions from North Korea and the response from affected nations

 5 Middle East relations, particularly Iran and Saudi Arabia, and the Syrian crisis

 5 General election in Italy (due by May 2018, but possibly later this year)

Past performance is not a reliable indicator of future performance and does not guarantee returns.
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Service and advice
Phone 1300 650 873

Fax  1300 722 072

Email  enquiries@firststatesuper.com.au

Web  firststatesuper.com.au

Post  PO Box 1229, Wollongong NSW 2500

This document contains general information only and does not take into account your specific objectives, financial situation 
or needs. Before making a decision about First State Super, consider the Product Disclosure Statement (PDS) for the product 
you currently hold or are considering. The PDS is available from firststatesuper.com.au or by calling 1300 650 873. FSS Trustee 
Corporation ABN 11 118 202 672 AFSL 293340 is the trustee of the First State Superannuation Scheme ABN 53 226 460 365.

Issued October 2017.

  
  

Visit firststatesuper.com.au/lifeevents

What can you do today to  

   feel future ready?
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