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“In my retirement I'd
like to own a farm and
have enough money to
travel the world.”

Jenneffia Biltoft
QIEC Super Membe




Does size matter?

When deciding on the best super fund for you,

does size matter? The redlity is that some large funds
are good and some small funds are good. It's not just
size that decides whether a super fund is top notch or
bottom of the pack. Paul Costello, who is Chair of the
Peak Consultative Group for the Federal Government’s
Stronger Super reforms, recently had this to say on the
subject of small versus large super funds:

“There is a concern that you can only be good
at this game if you are big. | don’t think that is
a correct statement...What matters for a super
fund is the consistency and stability of net
(affer fee) returns. You do not have to be large
fo do that.You can be excellent and small”

Pauline Vamos, Chief Executive Officer of the
Association of Superannuation Funds of Australia,
expressed a similar view in the March 2011 edition of
Superfunds magazine:

| can assure readers...that big is not always
better, that small is not always expensive.”

No doubt there are some slick sales people out there
who will spin a story to suggest you are better off in a
large super fund than in a small one. Beware of spin
doctors who have a habit of not allowing facts to get
in the way of a good story.

A review of SuperRating’s* investment return surveys
confirms that small super funds can certainly hold
their own against their much bigger cousins. Looking
in your own backyard, the SuperRafing’s survey
shows that QIEC Super has consistently provided
members with above average investment returns.
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For example, the Balanced Growth option (where most
members are invested) has delivered above median
returns over 5, 7 and 10 year periods - i.e. in the top
half of the field.

Overthe important 10 year period QIEC Super has really
come up trumps with a top quartile investment return
combined with fees which are amongst the lowest in
the pack - i.e. lowest quartile in the SuperRatings fee
survey. That's certainly a winning double!

Small funds have the advantage of being more nimble,
allowing them to make quick decisions and switch
investments more readily. It's a bit like turning around
a speed boat compared to turning around an ocean
liner.

It is also worth notfing that professional trustee
companies for master frusts are often owned by banks,
insurance companies and investment management
companies, who need their subsidiaries to make
healthy profits to keep their shareholders happy. This
franslates to higher fees which in return makes it more
difficult to deliver the best net (afterfee) returns.

Over both the short and long term, the “not-for-profit”
funds have come out on top of the master frusts run
by those companies. The following fable shows the
winning margin in favour of the “not-for-profit” funds for
net investment returns over the various periods.

1.8% | 1.0% | 1.8% | 1.6% | 1.6%
p.a. p.q. p.q. p.q. p.a.

Amount by which median returns for “not-for-profit” funds outperformed median
returns for master trusts for periods ended 31/12/2010. Returns rounded to one
decimal place. Source: SuperRatings Smart survey.

“SuperRatings AFSL No. 311880 www.superratings.com.au
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Why doing it yourself might not be so super...

If you are thinking about starting a self-managed
super fund (SMSF) make sure you take the time
to research what is involved. The following four
questions could help you decide if a SMSF is the
right decision for you.

Question 1: Is the fund strictly for retirement benefits
only?

The assets and money in your fund are strictly for
retirement benefits only, not to run a business or to
benefit you or anyone else outside the fund.The fund'’s
investments are for the sole purpose of providing
retirement benefits to members - there can't be any
pre-retirement benefits 1o members or related parties
(such as letting members use an investment asset).*

Question 2: Do you have the time and skills?

‘Self managed’ super means you do the work. Many
people find it hard enough keeping up with their
current super. You will need to make sure the fund
is correctly structured, keeps meticulous records, and
meets all reporting requirements (such as income

tax and regulatory returns, and reasonable benefit
limits). You must also work out an investment strategy.
Then you must select and manage investments well
enough so they grow in value and meet your fund’s
investment objectives. *

Question 3: Will the benefits be worth the costs?

SMSFs worth more than $200,000 had average costs
of around 2.3%. In comparison, low-cost (hnon-SMSF)
funds charge as liffle as 0.75% each year, while
offering professionally managed investments.* Even
a 1% difference in fees can significantly impact your
final retirement payout.

Question 4: How will switching to a SMSF affect your
current circumstances?

Changing funds means changing benefits, services
and fees. Make sure you don't leave yourself without
death, TPD and Income Protection insurance. You
may need to consider these additional costs for
insurance when comparing the benefits of a SMSF
with QIEC Super.



