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We dedicate this paper to our beautiful friend Maria who was such a very important part of our research
team. We benefitted in so many ways from working with Maria. Her enthusiasm, her intellectual input, and her
dedication to our projects will be greatly missed. Maria will be remembered, not least of all, as a respected
colleague and as an inspirational friend. We will keep her in our hearts always.

This paper examines the extent to which demographic and social factors are
associated with changes to individual wealth accumulation trajectories in retirement
savings. Specifically, we investigate member-initiated investment changes to their
superannuation accounts, distinguishing between investment changes to future
contributions and the accumulated balance. Our findings indicate large gender
differences across both types of investment changes and that members with
higher balances, larger contributions and greater time in the fund are more likely
to make changes.1

Individuals confront a considerable array of choices in terms of the occupation they pursue
and the employer they select. These choices are constrained, however, by individual
characteristics including education, age and skill, as well as external factors such as the state
of the economy. These choices are important as they are pivotal in setting the individual’s
consumption and wealth accumulation trajectory over their life cycle. Prior to the introduction
of the Superannuation Guarantee (SG), the choice of employment carried with it different
entitlements to retirement savings or superannuation, which was primarily a feature of
white‑collar employment.
Since 1992, while the level of entitlement has varied by occupation,2 all Australian employees have
been entitled to a minimum level of employer contributions to a complying superannuation fund.
From this common base individuals can choose to alter their retirement savings trajectory and,
ultimately, their retirement standard of living through choices they make, most notably through
additional savings and the investment strategy applied to these savings in superannuation.
Changes in investment strategy carry risk in terms of the asset allocation choice and timing.
This paper focuses on the incidence of changes with assessment of the associated outcomes
to be investigated in future work.
Investment choice is not universal for all individuals in that the investment choices available are
a feature of the particular superannuation fund they are enrolled in, and the provider of that
fund. One key dimension of investment choice is whether changes to such choice are applied
to future savings (contributions allocations) and/or to accumulated savings (asset rebalancing).
These have previously been described as Contributions Investment Changes (CICs) and Balance
Investment Changes (BICs) (Gerrans 2012). It is assumed these changes reflect the member’s
preferred asset allocation. However, if a member selects from across multiple options their asset
allocation drifts from their initial choice. That is, if they initially choose equal proportions of a
cash and equity option, the asset allocation changes in line with the performance of each option,
hence may not be of equal proportion at the end of the period. Agnew et al. (2003) label CICs
and BICs as reflecting the ‘desired’ and ‘actual’ allocations, respectively, and they note that these
only coincide if a member subsequently chooses to rebalance these options.
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Those with small balances in the first few years of opening an account, with higher incomes and
therefore higher contributions, are expected to be more likely to be concerned with investment
changes to future savings or contributions. Those with large balances, with longer account
memberships, and older members are expected to be more likely interested in the investment
strategy applying to their accumulated savings. Given this, we identify these two types of
choices that are available to members, using the neutral labels CICs and BICs rather than
desired and actual.
We investigate investment activity by examining an administrative database provided by a large
superannuation fund which includes a large national cross-section of employers and employees
from a variety of industries. Our analysis is particularly relevant to fund trustees as well as
policy makers and regulators interested in overall engagement in retirement savings investment
behaviours and the differences attributable to member and plan characteristics.

Background and choice literature
Australian retirement savings system
The Australian superannuation system contains a heterogeneous mix of retirement savers who
may have had more than a decade accumulating retirement savings at a rate of 9 per cent or
more, and some with two decades of accumulation at the lower and higher rates. Since the
inception of the superannuation system it has been assumed that member choices would play
a central role in driving efficiency and, by extension, beneficial outcomes for members both
directly and indirectly.
Individuals face two important choices in terms of their retirement savings: whether to make
additional savings beyond the employer contributions (whether it be the compulsory level or
higher); and whether to change from the default investment strategy for those contributions.
However, these choices are often not exercised. The contributions choice has been examined
using the current dataset by Feng and Gerrans (2014a) who document a significant decline in
voluntary contribution participation over time. The majority of superannuation fund members
rely on SG as their main contribution, with only a minority making additional savings (Feng and
Gerrans 2014b).
The ability to make an investment strategy choice is available within 68 per cent of Australian
superannuation funds which account for 98 per cent of industry assets (APRA 2014). Again,
however, a large proportion of assets remains in the default investment option. Such a pattern
may have significant consequences in the retirement benefit members can expect at retirement
as the default investment option may not align to a member’s life cycle stages and risk
preference. As noted above, investment strategy choice can be applicable to future contributions
(CICs) and/or the accumulated balance (BICs). Data is not obtainable on the availability of
investment choice at this level across the industry. Within the administrative database used in
the current study, members can make both CICs and BICs with few limitations or direct cost.
We examine the incidence of these choices and the explanatory role of a rich set of individual
and social (including sub-plan level) characteristics which may serve to nudge members into
making such choices.
Retirement planning and relevant characteristics
In Australia, it is suggested that only 53 per cent of couples and some 22 per cent of individuals
are on track to achieve a sufficient level of retirement income (Burnett et al. 2014). Responding
to this and attempting to change trajectory appears to be the exception rather than the rule.
This behaviour inertia is widely reported in retirement savings across the world (Madrian and
Shea 2001; Choi et al. 2002; Mitchell et al. 2006) and several potential explanations have been
offered for this lack of appropriate retirement planning.
Thaler and Shefrin (1981) describe an internal struggle between planning and doing, and suggest
that self-control plays a role in the theory of individual intertemporal choice. In Australia, the
SG mitigates this somewhat given that at least 9.5 per cent of total salary is deposited into an
individual’s account for the long-term outcome. In terms of investment strategy, ageing and
changed labour supply circumstances are two key factors that can create a need to adjust
portfolio asset allocations, given their relationship with the capacity to tolerate risk (Merton
1969; Samuelson 1991; Samuelson 1994; Bodie 2003). Ageing also correlates positively with
the size of savings, which is expected to increase the likelihood of attention to the appropriate
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investment strategy given the size-of-bet effect (Clark et al. 2009). Agnew et al. (2003) report
that age is associated with an increased likelihood of individuals reducing their equity exposure
(and thus risk) in their 401(k) plans and rebalancing more frequently. Gerrans et al. (2010)
provide Australian evidence that the reduction in equity exposure among active superannuation
members occurs at a surprisingly young age (mid-30s).
Different gender propensities have been identified in various retirement savings behaviours.
For example, women have been suggested to be more risk averse in terms of their
investment choices compared to men (Bajtelsmit and Bernasek 1996; Bernasek and Shwiff
2001; Dwyer et al. 2002; Gerrans and Clark-Murphy 2004; McNaughton and Watson 2007).
This gender difference, however, appears to be mitigated by factors such as income, knowledge
and confidence (Dwyer et al. 2002; Clark et al. 2004; McNaughton and Watson 2007; Lusardi and
Mitchell 2008). Gender differences in types of superannuation contributions (Feng and Gerrans
2014a, b) have been reported and it has been suggested that in later years women are more likely
to accelerate their savings activity compared to that of men (Whitaker et al. 2013).

Data
Data is sourced from Mercer (Australia) and the Corporate Division of the Mercer Super Trust
(MST). We analyse 177 sub-plans of the MST which represents a broad cross-section of industries
and employers with a pooled membership over 258,113 individuals and up to 10 years of observed
behaviour.3 While the overarching Mercer imprint is largely common across sub-plans (including
investment choice menu and administrative processes for exercising investment choice) there
remains variation among sub-plans.
An overview of individual members is presented in panel A of Table 1. Across the observed
members the average member is 39 years old when they are last observed, has $62,829 in
accumulated contributions (in 2011−12 dollars) and has average employer contributions of some
$7,938 per year. Our sample has more men (61 per cent) than women and some 28 per cent of
members make additional contributions with an average membership of 4.4 years. A comparison
of a subset of characteristics aggregated at sub-plan levels is presented in panel B.
TABLE 1: Data summary
Mean

Median

Standard
Deviation

Panel A: Individual Members (n=258,113)
Age (years)

39.08

38

11.38

61.15

Male

0.48742

$62,829.50

$25,442.49

$115,569.10

$7,938.23

$6,395.48

$6,669.80

Additional Contributions (percentage)

28.11

0

44.96

Existing members (percentage)

12.77

0

33.38

Male (percentage)
Balance (2011−12 dollars)
Contributions (2011−12 dollars)

Membership (years)

4.43

3.62

2.91

Postcode level: university degree (percentage)

21.82

17.77

15.52

$62,644.81

$57,462.64

$17,762.30

Postcode level: income
Panel B: Sub-Plan Averages (177 sub-plans)
Age (years)
Male
Balance (2011−12 dollars)
Contributions (2011−12 dollars)

39.08

39.54

3.23

61.15

59.00

16.67

$62,829.50

$60,183.53

$31,310.02

$7,938.23

$7,354.45

$2,923.18

Total Members

5302

1327

8783

Difference BIC-CIC (percentage)

-1.36

-2.88

9.37

Additional Contributions (percentage)

28.11

25.47

13.74
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Member choice behaviour groups
The previously identified two types of investment strategy choices (CICs and BICs) open up four
possible investment strategy choice combinations. The first is where no investment strategy
change is made at all over a member’s history (no CIC or BIC). The second is where a member
only makes a change to their future contributions (CIC only) and the third is where they only
make a change to their accumulated balance (BIC only). The final combination is where members
make a change to the investment strategy for both their contributions and accumulated balance
(CIC and BIC).
An important caveat to our analysis is that we do not examine the intensity of investment activity
(i.e. how many times a member makes a CIC or a BIC), only the fact that a member has made
a change over their membership. Intensity is limited to whether a member makes both a CIC
and a BIC. We also note that administrative changes are not counted within member-initiated
activity. For example, the closure of an investment option or change in sub-plan default results in
an investment transaction but we do not count this as member investment activity. Some other
activity falls in between being strictly a member initiated investment change and a sub-plan
administration change. For example, when a member rolls in funds from another superannuation
fund, an investment strategy selection is required for the balance. If that investment strategy
is different to the default we count it as member initiated activity though, in some cases, the
transaction results from an employer’s decision to select MST as their complying super fund.

Analysis and results
Any CIC or any BIC activity
Overall, the unconditional incidence of a member having made either a CIC or BIC in the
sample is 18.9 per cent. A first breakdown of investment choice activity examines whether a
member made a CIC, and separately whether they made a BIC at any point over their observed
membership. This does not consider whether they made both choices or either choice by itself.
These results are presented in the first two columns of Table 2 and presented graphically in the
Figure 1.
TABLE 2: Choice group activity overall
CIC

BIC

CIC only

BIC only

BIC & CIC

n

13.15%

14.51%

5.71%

4.34%

8.81%

258,113

Male

14.60%

16.40%

6.00%

4.20%

10.40%

100,288

Female

10.87%

11.54%

5.24%

4.57%

6.30%

157,825

Overall
Gender

Age
20s

5.09%

8.57%

5.58%

2.11%

2.99%

60,635

30s

10.90%

13.40%

6.40%

3.81%

7.09%

83,876

40s

14.69%

15.70%

5.86%

4.80%

9.88%

61,624

50s

24.36%

21.65%

4.55%

7.26%

17.10%

51,978

1 to < 2 years

5.65%

10.00%

6.48%

2.13%

3.53%

62,693

2 to < 3 years

8.29%

11.64%

6.19%

2.83%

5.45%

44,311
32,691

Membership

3 to < 4 years

11.00%

13.87%

5.82%

2.96%

8.05%

4 to < 5 years

16.65%

13.68%

5.55%

8.53%

8.13%

32,137

≥ 5 years

20.61%

19.83%

4.92%

5.70%

14.91%

86,281

3.17%

6.64%

5.19%

1.72%

1.45%

86,038

Balance
Bottom third
Middle third

10.60%

12.52%

6.41%

4.49%

6.11%

86,038

Top third

25.68%

24.38%

5.52%

6.82%

18.86%

86,037

Contributions
Bottom third

9.10%

8.85%

4.44%

4.69%

4.41%

86,038

Middle third

11.98%

12.99%

5.81%

4.17%

7.81%

86,038

Top third

18.38%

21.70%

7.50%

4.17%

14.21%

86,037

57
JASSA The Finsia Journal of Applied Finance

ISSUE 2 2016

Figure 1 indicates that members are more likely to make BICs (14.5 per cent) compared with a
CIC (13.2 per cent). A relatively large gender gap is evident in both choices with 14.6 per cent
(10.9 per cent) of males (females) having made a CIC and 16.4 percent (11.5 per cent) a BIC.
The proportion making a CIC or a BIC increases monotonically with age. A similar pattern
is evident in relation to membership length, and a disproportionate amount of investment
choice activity occurs among those in the top third of those ranked by the level of balance
or contributions.
FIGURE 1: Overall any CIC or any BIC activity
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CIC only or BIC only activity
Three mutually exclusive choice groups can be identified as those who: make a CIC only; make a
BIC only; and make both a CIC and a BIC. This breakdown is presented in columns three to five of
Table 2 and presented graphically in Figure 2. Though there are three mutually exclusive choice
groups there remain three degrees of freedom, as a member can also do nothing, which is a
fourth no-choice group.
The largest proportion of members make both a CIC and BIC (8.8 per cent) compared to 5.7 for
a CIC only and 4.3 per cent for a BIC only. The previously noted gender difference in CICs and
BICs is reflected most in those who make a CIC and BIC together (10.4 per cent for males versus
6.3 per cent for females). While a larger proportion of males make a CIC only, a larger proportion
of females make a BIC only. The increasing age and activity trend is reflected in the CIC and BIC
grouping as well as those making a BIC only. The CIC only age profile is hump-shaped with the
larger proportion being for those in their 30s and the lowest for those in 50s. For CIC only, the
proportion declines with membership length and for a BIC only a hump-shaped relationship is
suggested, peaking for those with a four year membership.
A member’s balance is a clear discriminator for those who make a CIC and a BIC, with
18.9 per cent of those in the top third of balances having made both choices compared with
only 1.5 per cent of those in the bottom third having done so. The same pattern, though less
pronounced, is revealed when comparing activity by contributions.
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FIGURE 2: Overall CIC only, BIC only, CIC and BIC activity
20
18
16

Percentage (%)

14
Overall
average

12
10
8
6
4

CIC

BIC

Top Third

Middle Third

Bottom third

Contributions

Top Third

Middle Third

Bottom third

Balance

≥ 5 years

4 to < 5 years

3 to < 4 years

2 to < 3 years

1 to < 2 years

Membership

50's

40's

30's

20's

Age

Female

Male

0

Gender

2

BIC & CIC

CIC and BIC activity over time
A further analysis can be made of choice activity over time. Here, the focus is restricted to those
who make a CIC and separately those who make a BIC in the financial year of their membership.
That is, we don’t consider the time pattern in the mutually exclusive choice groups (CIC only,
BIC only, CIC and BIC). Figure 3 to Figure 6 present the statistics for CICs and BICs by member
characteristics graphically.
While the difference in the rate of CICs between men and women remains fairly stable over
the sample period, Figure 3 shows that in 2006−07 there was a much smaller difference in the
proportions making BICs. This appears to be due to a disproportionate rise in female members
changing investment strategy.4 The analysis here does not extend to the type of change
(i.e., asset allocation). One possible source of the increased activity is the change in government
policy through 2006-07 to allow a one-off non-concessional contribution of up to $1 million
following the reduction in older members’ contributions limits. With the increased balance,
members were more likely to make an investment strategy change. However, an alternative
explanation is that this was due to members’ early reaction to the onset of the global financial
crisis, at least as it emerged in the US. The former explanation appears to be the most likely
with average member contributions doubling in 2006−07 compared with 2005−06, though the
increase was greater for males.
FIGURE 3: CIC, BIC activity by gender and financial year
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BIC Activity
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Figure 4 indicates that the increase in BICs is much larger for the 50 and older age group and the
increase in activity by age widens over time for the 50 and over age group. The gap widens from
2006−07 and is evident for CICs as well.
FIGURE 4: CIC, BIC activity by age and financial year
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The 2008−09 increase in the proportion of members changing their BIC can be linked with the
global financial crisis. While the increase in proportion was around 40−50 per cent, it remained
relatively small in absolute terms. A relative peak in CICs only occurred in the 40s and 50s age
groups. The global financial crisis appears to be the catalyst for investment change, but this was
only restricted to those with closer proximity to retirement and, possibly, larger balance sizes.
CIC activity was largely constant until 2008−09 when a relative peak for all but the two shortest
membership lengths is observed (figures not shown). Post global financial crisis, CIC activity
declines before increasing in 2011−12. The two peaks in BIC activity previously noted are again
observed across all membership lengths.
Next, we consider investment activity by member balance and contributions (employer
contributions) level. The correlation with investment activity is stronger among those in the top
and bottom third of balance size, less so among those in the middle third of balances. Figure 5
indicates that there is a consistent overall trend in CIC activity by contributions level (low,
middle and top thirds). The previously noted peaks in BIC activity in 2006−07 are observed
across contributions levels. The increase in BICs in 2008−09 is largely restricted to the highest
contributions level.
FIGURE 5: CIC, BIC activity by employer contributions and financial year
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Figure 6 provides a breakdown of CIC and BIC activity over time according to balance level.
There is less distinctive CIC activity by balance level in the first three years. From 2006−07
those with the highest balance level have a clearly higher CIC activity level. There is a more
consistent increase in BIC activity with balance level, and the peaks in 2006−07 and 2008−09
are also evident.
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FIGURE 6: CIC, BIC activity by balance and financial year
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Conclusion
Our analysis of member behaviour indicates that approximately one-fifth of investors make
some sort of investment strategy change (CIC or BIC) over the substantial 10-year period
examined. While our results are consistent with prior literature in reporting low levels of activity
by a majority of investors, we concur with Bateman et al. (2014) that this is not necessarily an
indication of a lack of engagement. Remaining with a default investment strategy can be a
deliberate, considered choice and our data does not include this information.
We document large gender differences over the sample period, with men consistently making
more CICs and BICs than women. Our analysis also suggests that the incidence of changes to
investment strategy increase with time in the fund and that those with higher balances and larger
contributions are more likely to make changes. However, this appears to be disproportionately
among those with much larger contributions and balances. Finally, the policy changes announced
in May 2006 appear to have been a significant event associated with an increase in investment
activity across a relatively large proportion of members.

Our analysis of member behaviour indicates that approximately one-fifth of investors
make some sort of investment strategy change (CIC or BIC) over the substantial
10‑year period examined. While our results are consistent with prior literature in
reporting low levels of activity by a majority of investors, we concur with Bateman et
al. (2014) that this is not necessarily an indication of a lack of engagement. Remaining
with a default investment strategy can be a deliberate, considered choice and our data
does not include this information.
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Notes
1. With minor qualifications including age and amount earned.
2. Contrast public sector employees, state and federal politicians, and university sector employees for example.
3. A
 number of sub-plans originally offered defined benefit (DB) benefits to employees though no sub-plans now
offer DB benefits to new members. Those retaining a DB membership are not included in the analysis. We also
exclude those members who move to the personal division of the MST when they leave their employer (sub-plan).
4. N
 onetheless, for all financial years the gender difference is significant at a 95% confidence level.
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