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Foreword

This is J.P. Morgan’s fifth annual Future of Superannuation report.

Over that time, we have traced the forces reshaping Australian super: the state of the
industry, global investment and private assets, data and Al, consolidation and scale,
and now retirement.

Across those editions we have interviewed dozens of chief executives, chief investment
officers and other senior leaders at asset owners managing around $1.7 trillion
between them.

This year’s contributors alone manage more than $1 trillion in collective assets on behalf
of 10 million-plus members . They are tackling the industry’s defining challenge of the
coming decade: retirement.

Australia has built a world-class system for accumulating retirement savings, but a far
less developed one for spending retirement savings. The asset owners in this report are
working to close that gap across products, advice and guidance that will carry members
through decumulation, not just into it.

I’'m honoured to lead an organisation that has such a close view of the industry’s
direction. As Australia’s largest provider of assets under custody, J.P. Morgan holds
around $1.6 trillion in Australian investor assets at June 30, 2026°. Our role is growing
as funds get ever larger, more complex and require a trusted partner with the scale,
expertise and technology to safeguard assets, enable innovation, and support the
industry’s continued evolution.

We are grateful to the executives who have candidly shared the challenges they face,
where they are focusing their efforts, and how they are delivering on their retirement
promises for members.

The future of super will be shaped by many of the trends set out in these pages. At
J.P. Morgan, we will continue to play our part in supporting the Australian
superannuation industry.

Robert Bedwell

CEO, Australia and New Zealand
J.P. Morgan
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Executive Summary

Australia’s superannuation system holds around $4.5 trillion
in retirement savings and is widely regarded as one of the
best accumulation frameworks in the world. Helping members
spend those savings, however, remains the system’s next great
challenge.

Across 11 interviews with senior executives at funds managing
more than $1 trillion in assets on behalf of more than 10
million members, one finding is unanimous: the system faces a
structural transition challenge as it shifts from accumulation to
retirement income delivery.

The industry agrees on the diagnosis - retirees underspend
out of fear, not necessity, leaving large balances intact - yet
disagrees on the solution.

Whether structured retirement defaults or scaled financial
advice should lead the response remains unresolved, with fund
positions ranging from opt-out pathways to outright rejection of
defaults.

Longevity risk sits beneath the confidence problem, but the
products designed to address it remain too expensive, too
complex, or too unfamiliar for most members.

And the operational infrastructure that must underpin a mature
retirement system - payments, cybersecurity, registry platforms
- is stretched by a pace of growth that has outrun the industry’s
capacity to build.

Not everyone shares the same confidence in the system’s future.
At least one contributor cautioned that everyday Australians

— particularly younger workers — may be less supportive of
compulsory superannuation than the industry realises, and

that the industry must continue to earn and strengthen the
broad political and community support that the superannuation
system relies on. The sections that follow examine how the
industry intends to close the gap: through retirement defaults,
scaled advice and guidance, longevity protection, and the
infrastructure required to deliver it.




Key Highlights:

oy

(*]

Australia built a world-class
accumulation system but has yet
to develop a decumulation system
to match.

The underlying problem holding back
retiree lifestyles is the confidence-to-
spend gap, not the size of balances.

TR

Structured retirement defaults
and scaled financial advice are
converging on the same problem,
but the industry has not resolved
where product design ends and
advice begins.

Longevity risk is the reason retirees
underspend, but the industry has not found
a way to protect against it that is affordable,
scalable, and acceptable to members.

e

Super funds’ ability to become the
trusted centre of the retirement
ecosystem is constrained by
capital, expertise, and legacy
architecture.
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From saving to spending

Australia has spent decades building a retirement savings
system that is the envy of the world. The challenge now is that
the tools and services needed to help members spend those
savings are still being developed.

It is one of the few unanimous findings across the 11 interviews
for this report: the system is structurally misaligned. It was
designed to accumulate, and it does that well. But the shift
from saving to spending demands a fundamentally different
set of products, services, and institutional capabilities that the
industry is still assembling.

“We need to acknowledge that today we’ve built a world-class
accumulation system, but we're yet to build a world-class
decumulation system,” UniSuper Chief Advice Officer Andrew
Gregory says. “The shift will not be about how much money
have | accumulated; it’s actually how confidently can I live in
retirement.”

Aware Super CIO Simon Warner frames the same challenge
through the lens of what members experience. The
accumulation phase, he highlights, is “almost perfectly
designed to align to good outcomes” - an individual account
structure that gives members transparency, control, and the
benefits of scale.

Retirement Exposure (selected super funds)

But in retirement, members want the opposite: the certainty
that defined benefit schemes once provided, without the risks
that came with them.

His hope is that the industry can bridge that gap over the next
decade: “We’ve translated the account experience through
accumulation into an outcome experience when you’re
drawing down and relying on that for your lifestyle.”

Many retirees pay unnecessary extra tax by keeping their
assets in accumulation mode, despite being eligible to move
their savings into tax-free retirement products. But the

deeper problem is that retirees who do transition into pension
accounts still struggle to spend. Research consistently shows
that many Australians die with larger super balances than they
had at the point of retirement?.

Katherine Santiago, Head of Quantitative Research, Multi-
Asset Solutions at J.P. Morgan Asset Management, oversees
retirement research drawing on a decade of Chase bank
transaction data. She observes the same reluctance to spend
among American retirees, who show a steep early-retirement
spending curve followed by a sharp pullback, and strong
anchoring to government-mandated minimum withdrawal
amounts.

Member accounts, assets and pension payments in retirement phase, at 30 June 2025.

Retirement
Assets ($M)

Retirement

Accounts ('000)

% of Assets in
Retirement

Pension
Payments ($M)

State Super -

64.0 38,000
CLOSED DB
Australian 108.5 53939
Retirement Trust
AustralianSuper 125.8 56,657
Aware Super 133.8 48,042
UniSuper 59.2 35,133
HESTA 30.3 9,256
CBUS 24.1 9,042

100% 5,750
16.2% 3,899
14.6% 3,789
*0p of assets in retirement for
APRA-regulated funds reflects
21.2% 3,312 assets in pension (tax-free)
phase as a proportion of total
net assets (Conexus Institute,
State of Super 2026, based on
24.3% 3,287 APRA FY2025 data). State Super
figure reflects total Pooled Fund
net assets; as a closed defined
benefit fund the entire fund is in
9.6% 728 decumulation.
** State Super pension members
include 52,100 SSS, 6,713
8.9% 700

PSS and 5,193 SASS pension
members at 30 June 2025.
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“People have no idea how much to spend,” Santiago says.
“They know how much they need. They know what they want
to do. But they don’t necessarily know how much they could
spend. And so, any amount of guidance they’ll take, even if
it is the bare minimum and most conservative. People are
desperately looking for information.”

The retirement system is complex, relying on the interaction
between superannuation, the Age Pension, and housing. State
Super CEO John Livanas notes that superannuation accounts
for around a quarter of the average Australian’s wealth, while
housing represents approximately half, with other assets
making up the remainder.

A wealthy retiree with $1 million in super may have a total
net worth of $4 million. In contrast, someone retiring with a
relatively modest $200,000 in super, “may well have more
limited assets outside of superannuation,” notes Livanas. This
means that these retirees might actually benefit from more
holistic support.

CBUS Chief Strategy Officer Bernie Dean says most of the
fund’s blue-collar members retire with $150,000-$200,000
yet too few take the obvious path to maximise their retirement
lifestyle.

“We've built a world-class accumulation system, but
we’re yet to build a world-class decumulation system.”

Andrew Gregory
Chief Advice Officer, UniSuper

___”

“There’s probably still about a third of our members in that
55 to 60, and 65 year-old cohort that aren’t aware that we
actually have really good, robust long term performance on
our income streams,” Dean says.

AustralianSuper Head of Retirement Jacki Ellis says their
vision is to provide personalised guidance to every member in
the pursuit of helping them live well in retirement, integrating
the different pillars of the retirement system - super, the

Age Pension, housing - at a household level. She admits that
achieving this vision is ambitious.

“We tend to overestimate the amount of change you can
generate in a year and grossly underestimate the amount of
change that you’ll see in a decade,” Ellis says.




What the system owes its members

Few questions in Australian superannuation provoke
sharper disagreement than whether funds should default
retiring members into income stream products - and if so,
how forcefully.

The accumulation phase is relatively simple. Most Australians
are automatically placed in low-cost default MySuper products
that offer a broadly similar experience across funds. There is
no such mandated retirement-phase default product given the
unique nature of retirees’ wants and needs.

“We can’t do retirement well if we take a one-size-fits-all
approach,” says AustralianSuper’s Ellis.

The concept is not new. In 2014, the Financial System Inquiry
suggested that well-rounded standardised retirement income
products balancing income, risk management and flexibility
could increase retirees’ incomes®.

More than a decade later, the system still has no equivalent of
MySuper for retirement. The account-based pension - drawn
down at the legislated minimum rate and invested in the
trustee-directed default strategy - has become the de facto
retirement default by omission rather than design®.

That is now changing.

Treasury’s February 2026 Guidance on best practice principles
for superannuation retirement income solutions sets out
principles for trustees to deepen their understanding of
member cohorts, design suites of products including lifetime
income and account-based pensions with drawdown pathways
above minimum rates, and build engagement strategies.
However, it attaches no enforcement mechanism and explicitly
leaves adoption to each fund’s discretion®.

The interviews for this report reveal a genuine spectrum
of positions on retirement defaults, shaped heavily by
the demographics and engagement levels of each fund’s
membership.

At one end, HESTA advocates for an opt-out retirement
pathway transition, where a member is automatically shifted
unless they actively choose otherwise. The fund’s position is
driven by a membership where inaction is the real risk: 80 per
cent of members are women working in health and community
services, and 86 per cent sit in the fund’s MySuper option.
Both a gender super gap and an undervalued sector pay gap
leave them with lower retirement balances, so every dollar
counts.

“HESTA's latest research shows that between 2017 and 2025,
eligible Australians missed out on a staggering $13.5 hillion in
retirement income simply because they weren’t transitioned
into retirement phase products when they became eligible,”
says Shannon O’Shea, General Manager, Retirement at HESTA.

0’Shea further adds, “Our position isn’t about treating
members as a homogenous group. We’ve invested heavily in
sophisticated member segmentation modelling, drawing on
enriched qualitative and quantitative data, as well as our deep
connection with the Health and Community Services sector,
which gives us genuine insight into our members’ preferences
and needs. Our insight tells us the majority of our members
have relatively simple advice needs, and for them, inaction is
the real risk. An opt-out pathway is how we make sure good
member insight leads to good outcomes.”

CBUS occupies similar ground. Bernie Dean says the fund is
“much closer to the end where HESTA is at,” driven by the
same logic of low engagement in a compulsory system.

“You can’t just be all care and no responsibility, set up this
system, get to $4.5 trillion and then just say, that’s it, it’s all
over to you now,” Dean says.

At the other end of the spectrum, UniSuper takes a different
view on the concept of defaults, arguing that the complexity
hidden behind superficially similar member profiles -
including different debt levels, government entitlements and
family structures - makes defaults inappropriate for its more
affluent membership.
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“Between 2017 and 2025, eligible Australians
missed out on a staggering $13.5 billion in
retirement income simply because they weren’t
transitioned into retirement phase products when
they became eligible.”

Shannon 0’Shea
General Manager, Retirement, HESTA

”

“Our view is that defaults should be active decision-

making and that every member is different and every set

of circumstances are different,” says Gregory at UniSuper.
“Whilst in a super fund Customer Relationship Management
system, it might look like you’ve got the same balance and the
same age, perhaps even the same income, when you look at
the things that you can’t see in a super fund, there may be a
very different picture - for example, assets and liabilities the
super fund may not be aware of, or even very different family
or personal circumstances.”

State Super’s Livanas, whose closed defined benefit
membership is in the retirement phase, is sceptical of any
approach that seeks to impose a one-size-fits-all solution.

“People’s family circumstances are all very different. Their
requirements might each be different. Their sensitivity to risk
and their financial needs are likely to be different,” Livanas
says.

He argues that the very architecture of the superannuation
system, and the visible, personal relationship members
have with their money, makes a prescriptive approach
counterproductive.

“Every month, members can see their money on their
statement. It is real and it is theirs to access. So why tell them
what to do with it? Let them make their own decisions. If we
break that relationship, they may start to lose faith in the
system altogether.”

While Livanas is not opposed to defaults in principle, he
acknowledges that they serve an important purpose. But they
need to also allow flexibility to choose differently. “People
need the freedom to move away from default options if they
choose. That freedom builds trust in the system and helps
individuals feel that they are active participants in it, rather
than being governed by something beyond their control.”

N




The dominant middle ground

Between HESTA’s opt-out and UniSuper’s rejection sits the
position held by the largest cluster of funds interviewed:
opt-in cohort-based defaults, where funds present tailored
suggestions based on what they already know about a
member. AustralianSuper, Australian Retirement Trust (ART)
and J.P. Morgan Asset Management all, to varying degrees,
occupy this ground.

“Our position is that we’re very much in favour of opt-in
cohort-based defaults for retirement, paired with easy and
freely available guidance and advice, embedded in really great
and easy service and transactions,” AustralianSuper’s Ellis
says. “That is the model for the future that we support.”

Ellis sees these retirement presets as the building blocks for
deeper engagement.

“Even for members who are engaging with us and making
use of tools to make informed choices, those default settings
are incredibly powerful anchors,” she says. “They are a tool
through which we can say, ‘Well, as a trustee who is legally
required to act in your best interests, for people like you, we
think something broadly like this is a really great starting
point’.”

ART was among the first funds to publicly call for some form
of nudge or soft default. Brnic Van Wyk, Principal, Retirement
Solutions at ART, frames it as complementary to advice, not
competitive with it.

“We are talking about offering pathways to members that
could provide them with better options. We're not suggesting
that soft defaults replace any form of existing or future digital
or human advice, rather they complement it.”

“We’re not suggesting that soft defaults replace any
form of existing or future digital or human advice,

rather they complement it.”

Brnic Van Wyk
Principal, Retirement Solutions, ART

What ART is calling for, Van Wyk says, is the ability to take

a modest but meaningful step: “We want to be able to use
what we do know about somebody to provide them with

a suggestion on that basis. And that’s an enormous step
forward, but a baby step away from integrating data with
the ATO and all these other ambitious things that people are
talking about.”

Vanguard Australia Chief of Personal Investor, Renae Smith,
also opts for a middle ground.

“Retirement defaults will continue to play an important role,
particularly softer, opt-in approaches that guide members
without limiting choice. Entry into retirement should remain
an active decision rather than driven by hard assignment
models.”

From a global perspective, Daniel Oldroyd, Portfolio
Manager and Head of Target Date Strategies, J.P. Morgan
Asset Management describes a model already emerging in
the United States where guaranteed-income options are
embedded within accumulation vehicles as an opt-in feature.

Oldroyd also cautions against judging retirement defaults by
immediate uptake.

“Utilisation shouldn’t be dismissed as a success metric.
Adoption of these solutions is a long game — you don’t launch
and immediately see 100% of members signing up day one.
However, the picture looks very different after 5 years.”

A recurring theme across the interviews is that the opt-in-opt-
out debate should not be framed as a binary choice between
advice and structured retirement pathways. Every fund that
supports some form of default pathway also emphasises that
it sits alongside advice, not instead of it.

Defaults function as anchors - starting points that make the
advice conversation more productive rather than redundant.
And for members who will never access advice at all, a well-
designed opt-in default is the difference between remaining in
accumulation by inertia and beginning to draw a retirement
income.
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Advice, guidance, and the missing middle

All participants in this year’s Future of Super report agreed
that financial advice has a clear role to play. But defining
where that line is, and how advice is best delivered, remains
unclear.

Retirement is one of the thorniest problems to solve in finance
- no-one knows exactly how much they’ll need in retirement
because they don’t know how long they’ll live. Meanwhile,
many people struggle to predict how much they’ll even spend
in retirement, while investment returns remain another
variable with year-to-year volatility having a greater impact on
retirees than accumulators.

There are only about 15,500 licensed financial advisers serving
roughly 10 per cent of all Australians, with cost the main
barrier stopping people from seeking advice®. The number has
almost halved since 2018, when roughly 28,000 advisers were
licensed, driven by the FASEA education requirements and the
fallout from the Banking Royal Commission®.

fimf 15,500

licensed financial advisers
serving roughly

1 O %, of all
Australians ©

Source: 2025 Australian Financial Advice Landscape

The result is millions of Australians with growing super
balances are making sub-optimal decisions that lead to poorer
retirement lifestyles.

For example, around 700,000 Australians over the age of 65
keep their super in accumulation phase rather than moving it
to an account-based pension, where investment earnings are
taxed at zero. The result is they pay about $650 more in tax
per year, according to the SMC°.

It is a pattern driven by inertia and complexity, not by choice.

“Principally advice should be part of core retirement
infrastructure,” UniSuper’s Gregory says. “It’s not a luxury
service that only the wealthy can access or that everyone else
can only aspire to. It should be something that is simply part
of being an Australian.”

Every fund interviewed for this report expressed the same
conclusion: advice alone cannot solve the retirement
challenge. The industry consensus is that bespoke financial
advice, while valuable, is not sufficiently scalable for the
populations that need it most.

Gregory estimates 3.5 million Australians will navigate a
retirement decision in the next decade, and that 9.1 million sit
in a “missing middle” category - people with a simple advice
need who are not being well served by the financial services
sector.

The mismatch between supply and demand is stark. About
1.1 million Australians receive professionally advised, fee-for-
service financial planning. The rest either cannot access it,
cannot afford it, or do not know they need it®°.

“Financial advice alone can’t be the answer for every
member’s retirement journey, the math just doesn’t work.
There aren’t enough advisers, and high-touch advice is
expensive to scale. We value advice, and so do our members.
But the real answer is a mix: digital tools that meet people
where they are, guidance that’s easy to access, and human
support when the big decisions come up,” HESTA’s O’Shea says.

ART works with about 6,000 external registered financial
advisers and employs around 70 internal intra-fund advisers,
but acknowledges it is not enough.

“Ultimately the advice structure has limited penetration
and, at a point, zero scalability, particularly at the end of the
spectrum,” says Van Wyk.
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The digital promise

At CBUS, where the membership is predominantly male, blue-
collar, and younger, the challenge takes a different form. Dean
says most CBUS members retire with relatively low balances
and don’t have complex financial needs.

Yet rather than converting to an income stream which is
combined with the Age Pension, too many members set up
individualised self-managed super funds in an effort to achieve
outsized returns quickly.

“The level of faith that people put into customised,
personalised products is frightening, but it’s rational because
they want to feel things are tailored and not generic,” Dean
says. “However, even when members gain access to these
exclusive options, they often find they don’t actually use
them.”

Better communication and engagement is part of the solution,
as is digital advice - scalable, low-cost guidance delivered
through online tools that can reach members who would
never see a financial planner. Most major funds are investing
in digital advice platforms, and early evidence suggests that it
can bridge part of the gap.

UniSuper’s digital financial adviser, launched in 2025, provides
a hybrid experience where members can start a journey about
their investment choice and move from idea to execution in
seven minutes. Gregory reports a 45 per cent completion

rate among members who begin a digital advice journey - a
promising result for “a very immature service.”

AustralianSuper has partnered with digital advice provider
Ignition Advice and plans to roll out digital advice options to
its 3.6 million members, with digital advice journeys targeted
for availability this financial year, Ellis says.

“I'm very confident that we’ll be able to do a lot more in five
years’ time than we imagine today because of the technological
innovation that’s happening everywhere,” Ellis says.

But question marks remain about the technical limits of
embedding digital advice in super platforms today.

“If you take the covers off most of the digital advice providers
in market, at least in Australia, they’re either glorified
calculators or they are pointing you towards a PDF statement
of advice or they’re requiring you still to self-navigate
implementation decisions,” UniSuper’s Gregory says. “Most of
our advice processes are leading to a dead end or a friction,
and it’s not actually making it as simple as it needs to be.”

State Super’s Livanas goes further and suggests a wide range
of people won't be comfortable with digital advice.

“Digital solutions will be important,” he says. “But | don’t
think they will be enough. At this stage, many people are not
comfortable relying alone on a digital solution for advice. The
next generation may be different.”

Livanas further noted, “The conundrum lies in the challenge
of creating a business model that appropriately support those
retirees with say $300,000 or $400,000 in super.”

“A wonderful thing about Australia is its large cohort of
retirees with a moderately large super balance (and getting
higger). And yet for these people, there simply aren’t enough
advisers to meet their needs. There has been a myriad of
voices suggesting that ‘digital’ is the solution. However, our
research has shown that people facing retirement are deeply
concerned about how to manage the largest pot of money
they’ve probably ever had. And that’s worrisome. A wholly
digital solution won’t be there to support them. There has to
be a third way.”

Roughly half of digital users (53 per cent aged 55-59; 48 per
cent aged 60 and above) prefer a combination of human

and digital advice, according to Financial Services Council
research'. Digital advice appears to act as more of an on-ramp
to full advice, with digital users 2-2.5 times more likely to seek
retirement advice over the next three years compared to non-
users.

Members will also increasingly seek out Al-enabled tools for
financial guidance and quasi-advice due to affordability. It
is an opportunity and a risk, according to Vanguard’s Renae
Smith.

“Ensuring industry and regulation keeps up with these
technological advances will be important in supporting
innovation to help deliver more consistent, high-quality
outcomes for members.”
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Longevity and the product puzzle

Pooled longevity protection can lift spending confidence and
smooth income - yet demand remains low, because members
give up flexibility and control, and the products are often
complex.

The possibility of outliving retirement savings, or longevity
risk, is a powerful force shaping retiree behaviour. Most
people die with the bulk of the wealth they had at retirement
intact, with one super fund reporting that members who died
left 90 per cent of the balance they had at retirement.

It is the reason millions of Australians who have enough
money to live comfortably in retirement choose not to spend
it. It is also the problem the industry has been trying to solve,
with limited success.

The dominant product in Australia’s retirement phase, the
account-based pension, places the entire burden of managing
that risk on the individual.

Members must choose their own investment mix, set their
own drawdown rate, and make their own judgment about how
long their money needs to last. The result, across nearly every
interview conducted for this report, is a system that produces
decision paralysis.

“Many retirees are underspending, not because of the lack

of assets that they have, but because of the lack of confidence
in what their income will be and whether that will last,”

says Giacomo Tarantolo, Head of Retirement Solutions at
Acenda Life.

He points to CoreData Retirement Income research that found
nine in 10 Australians believe the Age Pension alone will not
be enough, while two-thirds say income certainty is one of
their top two priorities in retirement. Yet very few understand
what guaranteed income products are or how they work.

The account-based pension provides retirees with flexibility,

but it also exposes them to sequencing risk - the danger that
poor investment returns in the early years of retirement will

permanently reduce the longevity of their savings.

“If markets perform really well at the start of their retirement,
they’re probably never going to run out of money,” Tarantolo
says. “But if markets perform poorly in those early years of
retirement, their money could run out 10-15 years earlier than
anticipated.”

CBUS’s Dean adds a dimension to the longevity challenge that
most industry commentary overlooks: healthcare. He points
to the Victorian public hospital system as a driver of longevity
that is already stretching the retirement savings of his fund’s
members.

“In Victoria, advances in healthcare mean it’s now much less
common for people to become seriously ill or die young,”

Dean says. “The healthcare system here is keeping people
alive. Many CBUS members who are now 65 or 70 and living in
Victoria will benefit from earlier and better cancer diagnostics,
improved care, and overall better health outcomes,” Dean
adds. “And while that’s great for our members, it also means
their $150,000 in super will need to last longer.”
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Income layering: the reframe

Acenda Life’s Tarantolo argues the longevity debate has
historically been framed as a product choice: account-based
pension or annuity.

But he contends it should be reframed as income construction
- assembling multiple sources of retirement income to serve
different spending needs. The Age Pension, topped up with a
guaranteed income layer, covers essential spending (housing,
food, utilities, healthcare) - with most retirees receiving more
Age Pension over time - while the account-based pension layer
funds discretionary spending (travel, dining, hobbies).

“If I can use guaranteed income that’s linked to inflation to
cover my essential spend, and then whatever’s left over | can
use for my discretionary spend, it flips it from a product choice
to an income construction choice,” Tarantolo says.

A retiree who places $100,000 in a lifetime annuity and
$300,000 in an account-based pension, Tarantolo argues, can
draw down less from the account-based pension over time,
leaving it invested for longer and ultimately generating more
total income over the retiree’s lifetime. In some scenarios, it
can lead to a larger estate than the retiree who puts the full
$400,000 in an account-based pension alone.

In contrast to the way these products have been structured in
the past, retirees or their estates can now get back their full
investment if they die in the first half of their life expectancy.

J.P. Morgan Asset Management’s Santiago has analysed a
decade of Chase bank transaction data to reveal how retirees
actually spend.

“Some of their spending is very consistent and stable and
could very much benefit from guaranteed income,” Santiago
says. “Some of their spending is very volatile and lumpy
throughout retirement and would really be difficult to cover
with an annuity alone. Having that kind of proportionality

- some of it guaranteed and some of it fully flexible - really
mirrors how people actually spend.”

UniSuper’s Gregory says retirees pass through distinct
spending phases: “your go-go years, your slow-go years, and
then your no-go years.” The income-layering approach is
designed to accommodate that reality: higher discretionary
spending in early retirement, tapering over time, with
guaranteed income providing a floor throughout.




Longevity product take-up

Annuities have long been unpopular, partly because of product
complexity and a lack of flexibility. But their ability to facilitate
consumption smoothing has prompted several other countries
to at least partially mandate their use.

ART is the only fund among those interviewed that already
offers two retirement products: an account-based pension

and a lifetime income product. ART’s experience provides

the closest thing the Australian market has to real-world
evidence on whether members will voluntarily adopt longevity
protection.

The product, which ART’s Van Wyk describes as having “no
bells and whistles, no optionality,” is simple. A member
commits capital, receives a starting income rate roughly 50
per cent higher than the minimum drawdown rate, and the
income lasts for life regardless of how long the member lives.
If the member dies, the capital is returned to the estate.

“We also have a complex product,” he says. “It’s called our
account-based pension, where you have to decide where to
invest your money. You have to rebalance that yourself. You're
going to switch those assets. You're going to tell us how much
to draw. You’re going to manage your longevity.”

ART’s lifetime income product is the only Innovative
Retirement Income Stream that is not distributed exclusively
through financial advisers - members can call ART directly or
opt in online.

The affordability constraint

Not every fund’s membership is positioned to benefit from
longevity products today - an issue HESTA is grappling with.

“Affordable products that suit lower balance members don’t
really exist today, however we certainly have to plan for the
future membership, as our fund is predominantly women, and
women live longer, a lifetime guaranteed income will become
more critical and hopefully affordable,” HESTA’s 0’Shea says.

AustralianSuper’s Ellis confirms the fund is partnering with
life insurer TAL to develop a retirement income solution. “We
have commenced the build this financial year and see this

as a really great step forward in our retirement offering for
members,” Ellis says.

Approximately 85 per cent of current pensioners in the
product are self-directed - they do not have an adviser
authority registered on their records.

Van Wyk says retirement needs to be simpler and gives a
housing analogy to suggest good solutions are better than
perfect.

“I looked through the window at my neighbour’s house. If he
gives me all his information, I can prove that the house he
bought is not optimal. It could have been closer to the school,
he could have had an extra bathroom, he could have had a
bigger backyard. But he’s happy with it. And it’s good enough
for him. And I think retirement should be the same.”

The industry’s pursuit of optimal outcomes, he argues, creates
a complexity trap that prevents members from doing anything
at all.

“If we are allowed, if we’re able to give them something that’s
good enough, they will stop doing nothing,” Van Wyk says. “At
the moment, the decision paralysis - we shine people into this
complexity of the thing. And all it does is just scares them even
more.”

But she is candid about the scale of the distribution challenge.
“As much as it’s no simple thing to bring a whole new product
to market, the actual challenge is getting meaningful take up
in these products. Without that, you're not really making a
difference.”

Across the system, adoption remains marginal. SMC research
shows only 6 per cent of retirees currently use a lifetime
income product, despite two-thirds of pre-retirees being aware
of them?,
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The government question

State Super’s Livanas takes a fundamentally different view
of how longevity risk can be addressed at scale. As head
of a closed defined benefit fund that already guarantees
retirement income for life, he believes there are the
limitations to private sector solutions.

“Current private sector solutions are generally structured

as insured products, which require significant capital and
consequently cost. These solutions may have a part to play
as part of a thoughtful retirement portfolio for some retirees.
However, the only effective way to manage longevity risk at
scale is with some form of government support, or perhaps
through some form of risk pooling,” Livanas says.

An embedded option

From the United States, J.P. Morgan Asset Management’s
Oldroyd describes a product design already gaining traction
that sidesteps the binary choice between accumulation and
annuity altogether. Instead of asking members to actively
purchase a longevity product, the guaranteed income option is
embedded within the accumulation vehicle itself.

“You default someone into an accumulation vehicle, and more
often now what we’re seeing is that accumulation vehicle

has an embedded option, so to speak,” Oldroyd says. “It

says, right, if you would like to turn some portion of this into
guaranteed income, you can do that. If you do not, it looks and
feels like the accumulation vehicle.”

The design addresses the three objections that have
historically suppressed longevity product adoption:
irreversibility, lack of personalisation, and loss of control.
Members can choose how much to allocate. They can change
their minds if their circumstances shift - inheriting money or
facing a changed life expectancy. And they are never forced
into the product.

“Decumulation is a lot more personal,” Oldroyd says. “So,
if you can build into the design the ability to say, do | want
this, yes or no? How much of it do | want? And | have some
flexibility around that. And then wait, my circumstance has
changed - can you step out of it if necessary?”

It is a model that aligns directly with the opt-in default

Insurance companies need capital reserves to back longevity
guarantees and need to generate a profit on that capital.
Those costs are passed through to the product in the form of
lower income rates and higher fees. Tontines (mutual pooling
structures without a third-party guarantor) are one theoretical
alternative, but Livanas sees government involvement as the
only realistic path to a product that is both affordable and
scalable.

“What do members want? They want a defined benefit
product that provides an indexed income for life,” Livanas
says. “Realistically, only governments can offer that level of
certainty. Companies cannot, because they are not immune to
the vagaries of the market.”

framework that Australian funds including AustralianSuper
and ART are advocating - and with the income-layering
philosophy that Acenda Life’s Tarantolo articulates. The
question for the Australian market is whether the regulatory
and product infrastructure can deliver it at the scale and cost
that the system’s demographics demand.

ART’s Van Wyk says the solutions that the industry needs are
ones that “keep track with people’s life stages” and can be
switched on and off, adjusted as partners are gained or lost,
and adapted as health changes.

The industry agrees that longevity risk is the core reason
retirees underspend, and that the account-based pension alone
cannot solve it. What remains contested is whether the answer
lies in better products, better defaults, better advice - or all
three working together, coordinated through a super fund that
functions not as a savings vehicle but as a retirement hub.
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Retirement infrastructure: Payments, trust, and the

technology reckoning

Retirement systems are built on trust: save for tomorrow and
that delayed gratification will be rewarded.

But CBUS’s Dean argues that the system’s foundations face
more than operational risk - trust is already low.

Polling from his previous role at Industry Super Australia
suggested that between 52 and 55 per cent of Australians
would support relaxing super’s preservation and compulsion
rules - and that young men aged 25 to 45 are particularly
vulnerable to the appeal of unregulated alternatives.

“My vision for the super system and for retirement in the next
couple of years is that the system exists as it is today in five
years. | think that anybody that has banked that is at risk of
hubris.”

The stakes are rising as the weight of capital flowing across

Australia’s pension payment rails becomes a steady torrent,
amid an ageing population.

Annual super fund benefit payments ($bn)
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State Super’s Livanas is acutely aware of the risks associated
with a payment failure.

“We pay 68,000 pensions every fortnight - that’s around $3
billion a year,” he says. “If those payments are delayed by
even a few days, it becomes a serious issue. Imagine being

a pensioner, having saved all your working life to create a
pension which you rely on for your day to day living. Imagine
then, that one Monday there’s not enough money in your bank
account to go buy groceries.

“That’s why we invest a huge amount of time and effort to
ensure payments are made on time.”

Those rails across the industry are already creaking thanks to
several cyber incidents and other IT service failures in recent
years.

FY 2025
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The scale of the problem

Super funds are increasingly becoming technology businesses.

“The role of technology is huge,” Aware Super’s Warner says.
“It’s about interfacing with the member base in a way that is
really flexible and meets them where they are, delivering them
help in the way that they need it.”

A coordinated cyber-attack on Australian super funds in April
2025 using previously leaked usernames and passwords found
on the dark web specifically targeted pension drawdown
accounts. Attackers logged in, then attempted to redirect or
initiate lump sum withdrawals. It is part of a global push to
target the elderly and cashed-up retirees.

“As the superannuation system matures and shifts from
accumulation to managing retirement income at scale, the risk
of fraud and scams is only increasing,” Vanguard Australia’s
Smith, says. “With more sophisticated threats like deepfakes
and advanced cyber-scams, protecting members has never
been more critical.” These risks are only rising as Australia’s
ageing population increasingly relies on retirement income.

“You become a payment provider when you're a retirement
provider,” AustralianSuper’s Ellis says. “Most Australians’
expectations around payments are set through their
interactions with banks, and superannuation funds are a long
way from that seamless experience today.”

“You become a payment provider when you’re
a retirement provider.”

Jacki Ellis
Head of Retirement, AustralianSuper

___”

APRA’s CPS 230 - which went live on July 1, 2025 - was
designed to strengthen financial institutions’ operational
resiliency although surprisingly, only banks were called out to
explicitly treat payments as a mandatory critical operation®.
Super funds’ critical operations encompass investment
management and fund administration - pension payment
continuity is implicitly nested within fund administration.

ART’s Van Wyk says legacy technology, payments
infrastructure, and cyber vulnerability are interconnected
risks, which he ranks among his biggest concerns for the
retirement system over the next decade.

“When it comes to the super industry’s technology base and
architecture, we all need to be focused on cybersecurity,
our ability to protect information, our ability to pay people.
Increasingly, our boardroom is becoming a technology
business.”



https://superconsumers.com.au/journalism/the-government-needs-to-protect-our-retirement-savings-from-scammers/
https://www.apra.gov.au/standards/cps-230

Technology spend must increase

Super funds recognise the challenge and are investing, but
legacy systems represent a significant hurdle and upgrades or
replacements often cause long offline periods.

HESTA’s O’Shea says its new administration platform is
providing significant data transparency, supporting real-time
member updates and improved service integration. “This
will help us innovate faster to provide more personalised
services,” she says.

While it is hard to gauge the precise level of expenditure on

IT, 60 APRA-regulated super funds spent $900 million on IT
services in 2024-25, according to fund-level expenditure data®.
The range across individual funds varies enormously, partly
driven by how much is outsourced and how much expenditure
is captured in other categories such as administration
expenditure.

But by way of comparison, CBA boosted its annual investment
spend by $300 million to $2.3 billion in 2024-25, while

also hiring 2,000 IT engineers'. The bank has positioned
technology investment - particularly Al - as the centrepiece of
its long-term strategy.

However, CBUS’ Dean points out that banks have had a
massive head start on the relatively young super industry,
which has grown faster than expected.

“Banks have had sometimes four and five times the number
of decades to mature their systems and liquidity management
and their experience of consumer behaviour than what we
have.”

The structure of industry funds in particular means they don’t
have the capital to invest heavily in technology the way banks
do. The broader industry also remains under significant fee
pressure, including from regulators, who expect super funds to
provide better services at lower cost.

Nonetheless, AustralianSuper’s Ellis says significant
investment will need to be made to future proof the industry.

“I think there’ll need to be quite an investment and innovation
in registry systems and platforms, not just product suites and

the advice and guidance of platforms over the next decade to

be able to set ourselves up for the system we need to become

for the future.”

ART’s Van Wyk says funds may also strike more strategic
partnerships to enable retirement payments. APRA’s
Prudential Practice Guide SPG 280 (Payment Standards) only
requires funds to pay benefits within three business days®.

“Superannuation funds need to be able to get money to
members as seamlessly as a bank does. There should be a
way where we can integrate with the bank so that if a member
asks us for money, we put it straight into their bank account
instantaneously.”

The industry-wide focus on costs has already reshaped
portfolios, encouraging greater internalisation of funds
management and equity flows into low-cost passive vehicles.

Aware Super’s Warner says striking that overall balance
remains difficult.

“The holy grail of any business is to deliver complexity with
simplicity, and that’s our challenge. How do you deliver a great
individual experience for each of our 1.3 million members,
while also achieving elegance and simplicity on the operations
side so it delivers maximum benefit in terms of scale, and
therefore price.”
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Conclusion

The super fund that emerges from these interviews is not the
one most Australians would recognise today. It is not a savings
account with a login and a yearly statement. It is something
closer to the institution that a bank once was - the place you
go when you need to make sense of your financial life.

Defaults only work if the fund knows enough about its members
to construct meaningful starting points. Advice only scales if it
is embedded in the retirement experience, not bolted on as a
separate service. Longevity products only gain traction when
they are woven into an integrated income solution rather than
sold as standalone alternatives. And none of it functions without
payments infrastructure that can meet the service expectations
Australians already have of their banks.

The executives interviewed for this report describe a fund
that operates as the central organising point for retirement

- the hub through which products, advice, guidance, and
payments converge. How exactly the fund orchestrates an
ecosystem that includes insurers, the Age Pension, aged care,
and specialist partners, will determine what the industry must
build and what it can borrow.
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decumulation adequacy persists for another decade.
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