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Purpose of your paper: The purpose of the paper is present key issues associated with how boards, 
investment committees, asset consultants and investment teams of super funds incorporate risk into 
their asset allocation strategy, and how this can flow through to the presentation of risks to members. 
 
Synopsis: There has been significant discussion about how boards, investment committees, asset 
consultants and investment teams of super funds should manage investment risk, and in turn how risk 
is communicated to fund members.  New standards have led the industry towards improved 
practices, largely in reaction to global financial crisis. 
 
But a few years on, what have we learned, and how we can improve further?   
 
Firstly, the best investment strategy isn’t always the one which limits volatility or short-term risk.  Despite 
the volatility, long-term returns on “balanced” portfolios remain reasonable and close to their 
objectives.  Members invested in growth assets in the years leading up to 2008 built significant wealth 
through above-average returns, and those who stayed invested now have more money in their 
accounts than prior to the crisis.   
 
Second, whilst disclosure has improved it still remains heavily anchored to short-term risk measures, 
such as volatility and the Standard Risk Measure (i.e. the chances of a negative annual return).  This 
has the potential to drive investment strategy and member choice towards such risks, in some cases 
ignoring the potential future returns(and risks) on less volatile asset classes. 
 
Finally, the industry has started the important journey towards customising  investment offerings for 
members at different life stages.  It is crucial that any offering focusses on the most important risk 
members face at each life stage.  In many members’ case this is either the long-term adequacy of 
their savings or the ability of those savings to generate a growing, long-term retirement income. 
  
The paper and presentation will address each of these issues and offer suggestions as to how funds 
can develop practices for both investment strategy and disclosure. 
 
  
 


