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09/02/2024 

By email: 

treasury@treasury.gov.au 

Director 

Retirement Advice and Investment Division 

Treasury 

Langton Cres 

Parkes ACT 2600 

Dear Sir/Madam, 

Re: Mandala Submission: Superannuation in retirement consultation 

Mandala welcomes the opportunity to make a submission responding to Retirement phase of 

Superannuation – Discussion paper. As Australia’s superannuation system matures, it will be critical 

that public policy responds to the changing needs of millions of Australians. It is imperative to adjust 

settings to deliver a society that successfully supports ageing and longevity. 

This submission to the Treasury is informed by Mandala’s recent research report Default 

Dividend: How a default retirement product can help Australians retire with confidence (see 

Appendix A: Default Dividend report). 

About Mandala 

Mandala is a research firm with offices in Melbourne, Canberra, and Sydney. Mandala specialises in 

combining cutting-edge data and advanced analytical techniques to generate new insights and fresh 

perspectives on the challenges facing businesses and government. 

Views and opinions expressed in this document are prepared in good faith and based on Mandala's 

knowledge and understanding of its area of business, markets and technology at the time of the 

preparation of this report. Opinions expressed herein are subject to change without notice. 

Australia’s maturing superannuation system warrants a retirement phase solution that 
benefits its members. 

Over the last three decades, Australia has developed a world class retirement income system. This 

includes a superannuation system that has accumulated more than $3.5 trillion in savings since the 

early 1990s. This has been underpinned by the Superannuation Guarantee (SG), preservation of these 

savings until 55 to 60 years of age, and strong fund performance that has delivered 8 per cent returns 

over the past decade.1 These strong settings have placed Australia 6th on the Global Pension Index 

(GPI)2 as of 2022. 

 

1 APRA (2022) Annual fund-level superannuation statistics. 
2 The Global Pension Index score produced by Mercer is based on the ‘Adequacy’, ‘Sustainability’, and ‘Integrity’ of each countries retirement 

income system. The rankings consider 44 global pension systems. 
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As Australia’s superannuation system matures, there are a growing number of Australians moving 

into retirement with large superannuation balances. The typical Australian retiring in the next three 

decades could have a balance of up to $500,000 (2023 dollars) by the time they can access their 

superannuation savings.3 With this structural change imminent, there is a need for Australia to evolve 

its current policy architecture to reflect the importance of the retirement phase of the 

superannuation system, and support those transitioning into retirement. 

Without the right retirement product, Australians moving into retirement could be losing out on 

thousands of their savings. For example, Australians that continue to hold an accumulation phase 

account will be subjected to earnings tax —costing the typical Australian that is eligible to retire up 

to $1,900 in a year. Similarly, Australians that opt to withdraw their savings in a lump sum could be 

missing out on up to $3,800 of additional earnings in a year if they had a retirement product invested 

in a balanced asset allocation. 

While advice can be an important part of the solution, policy settings could be improved by 

introducing a default retirement product. Given this, there is a need to identify how the Government 

and industry should design a default retirement product, and who is likely to use and benefit from it. 

Default retirement products need to be flexible, have an appropriate asset allocation and 
minimum safeguards to protect the interests of Australians. 

To protect the interests of Australians transitioning into retirement, a default retirement product 

needs to be flexible, have an appropriate asset allocation and minimum safeguards. 

Retirement products have an inherent trade-off between flexibility and longevity risk. Account-based 

pensions provide members with significant flexibility and choice, however this is at the cost of 

managing longevity risk. On the other hand, annuities provide protection against longevity risk, but 

provide very limited choice and flexibility to members. While a default retirement product follows a 

generalist approach, it may not address individualised needs for all retirees. Therefore, it is critical for 

a default product to be reversible, ensuring Australians maintain control over their savings and 

retirement. 

High levels of flexibility come at the expense of traditional longevity protection offered by products 

such as annuities. Default retirement products should have appropriate asset allocation that helps to 

manage risks associated with longevity and inflation. This will require exposure to growth asset 

categories such as equities, property and infrastructure. 

Default products need to also be complemented with minimum safeguards focused on protecting the 

interests of Australians in retirement. At a minimum, retirement products that are eligible for 

defaulting should be (i) performance tested and included in a comparison tool; (ii) have low fees; and 

(iii) be standardised to ensure easy comparability. 

The introduction of a default retirement product can be government-led, industry-led, or 

collaboration between the two. 

 
 
 
 
 
 

 

3 Mandala analysis (see Appendix A, page 8). 
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By 2040, there could be 3.3 million retired Australians using and benefiting from a default 
retirement income product. 

Just like the accumulation phase, a default product will not be appropriate for everyone. However, as 

of 2023 there are 1.4 million Australians that are likely to use and benefit from a default retirement 

product. This could grow by 1.9 million to 3.3 million Australians by 2040. For these Australians, a 

default product will provide them with a safety net that improves financial outcomes in retirement. 

Australians with limited understanding and engagement with the superannuation system are most 

likely to use and benefit from a retirement default product. They are typically Australians with low 

superannuation balances that are confused about their financial options in retirement, are less 

engaged, and desire a simple, low fee product for retirement. A majority of these Australians 

(70 per cent) will also need to supplement their super savings with the Age Pension. 

Australians benefiting from a default retirement product are also likely to have benefited greatly from 

MySuper products, the default product for the accumulation phase. 

Next steps in superannuation policy reform. 

Reforming the existing policy settings and enabling these Australians to benefit from a default 

retirement product requires a three-phased approach: 

1. Update legislative and regulatory frameworks to define the core objective of 

superannuation (noting the current bill before the parliament means this step is currently 

being progressed). 

2. Establish frameworks and regulatory requirements for the default retirement product. 

3. Evolve industry standards to introduce default retirement products for all Australians. 

 

Further information 

We would welcome the opportunity to appear before the committee to provide further information 

if it would be of assistance. 

 

Contact 

Tom McMahon, Director 

 

Sergio Suarez, Associate 

 

 

 
Yours sincerely, 

 

Amit Singh 

Managing Partner 

 
 

 
3 



 
 
 
 
 
 
 
 
 

 
Appendix A: Default Dividend report 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 







This study examines the minimum 
standards for a default retirement 
income product for Australians in 
retirement, and how many are likely to 
use and benefit from such a product 

▪ This study provides a guiding framework for designing a default retirement 
income product for Australia’s superannuation system. This considers the core 
features and minimum safeguards required for a default retirement product. It 
also uses survey data from Susan Bell Research to examine how Australians 
understand and engage with the superannuation system. This was used to also 
identify and quantify the size of cohorts that would likely use and benefit from 
a default retirement income product. 

▪ This study builds on the extensive collection of research on this topic, 
specifically, the Super System Review, Retirement Income Review, and various 
other initiatives. In unison, these studies have identified the need for reform in 
Australia’s superannuation industry, specifically the retirement phase, and 
proposed various pathways forward. 

▪ For simplicity, this study does not factor in the interaction between products 
and the age pension, however acknowledges this is an important consideration 
for Australians transitioning to or in retirement. 

▪ This study could be extended to define the thresholds under which a default 
retirement product would come into effect for Australians as well as how to 
implement a default product and overcome its associated challenges (e.g., 
superannuation funds limited knowledge of when Australians retire or having 
the necessary details to facilitate income payments), however this is not 
directly addressed in this paper. 

▪ All information in this report is derived or estimated by independent Mandala 
analysis using both proprietary and publicly available information. 
















































































