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Understanding Lifecycle investments 
The pros and cons of a Lifecycle approach.

Protecting your entire family
The risk if your adult children don’t have their 
own financial affairs well managed. 

What we mean by “investment styles”
How fund managers choose the 
underlying investments of their funds.



 

 

 

 

 

With the introduction of MySuper in 2014, the superannuation industry 
has seen a resurgence of age-based or Lifecycle investment defaults. 

Since these defaults are the starting point for new members on joining 
a plan, it is worth understanding what they are, how they work over time, 

and what the pros and cons are of a Lifecycle approach.

               Some history
        Lifecycle investments gained popularity in the 1990’s 
as a means of handling inactive investors, adjusting their 
exposure to investment risk as they approach retirement. 
Superannuation Trustees could rest easy in the 
knowledge that a young investor, with generally a low 
balance, would have plenty of time for the share market 
to produce strong long term returns. In comparison, 
older members (with more substantial balances) 
would have much more defensive portfolios, 
reducing their exposure to market setbacks.

Early variations tended to work on age-based brackets, 
with the member moving to a new bracket every 
5 or 10 years. One problem with this approach is the vast 
difference in market timing that can occur – a member 
who has their birthday just before a market correction, 
as opposed to the day after a correction, will have 
a significantly different result. In other words, 
there is a significant consequence from the timing 
of the step-down in investment risk.

Modern Lifecycle funds
Most newer Lifecycle funds have adapted to this issue 
by following a gradual change, or “glide path” approach 
to the reduction of investment risk. So rather than 
moving members to a different portfolio every 5-10 years, 
newer funds tend to keep the members in their groups 
and very gradually change the investments within the 
portfolio over time. This avoids any harsh timing impacts, 
for a much smoother de-risking process.

Understanding

Lifecycle investments

Is Lifecycle investing right for me?
On the whole, Lifecycle investing is a great default 
position for employer super plans. The idea is 
to try and get it right for most members from 
the start, while giving individuals the freedom 
to choose their own portfolio if they wish.
There are 2 potential downsides to the 
Lifecycle approach worth noting. Firstly, there is 
a significant age difference between members 
born at the start of an age group (for example, 
a 1970’s decade based group) and those born at the 
end of the group. Similarly, a member born on the 
last day of the 1960’s will be in a different portfolio 
to a member born on the first day of the 1970’s – 
so there is still an implication based on the timing.
Secondly, most portfolios are reducing investment 
risk on approach to retirement. But it’s worth 
noting that retirement intentions vary greatly 
between members – some will have small 
balances, and may be planning to cash in their 
super as a lump sum, while others will be looking 
to invest through a long period of retirement. 
The latter group may be more comfortable 
investing with a higher exposure to growth assets, 
as time is still on their side.
So while Lifecycle investment offer a great default 
position, there is no substitute for a conscious 
decision about the level of investment risk that’s 
right for you, and particularly as your balance 
grows, professional advice is worth considering 
to ensure your super investments are right for you.



 

 

Protecting your entire family

Could this happen to you?
Let’s consider the example of Gary and Roslyn, both 61, who have one 
child, a 30-year-old daughter Karen. Gary and Roslyn are retired with an 
investment portfolio valued at $700,000, paying them an annual income 
of around $48,000. They also own their home, valued at $650,000.

Gary and Roslyn were enjoying trips away and spending time with their 
extended family members overseas until their lives dramatically 
changed when Karen was badly injured in a car accident. Karen was 
in hospital for almost three months, requiring another nine months 
of rehabilitation before she was able to return to work. 

Karen’s sick leave ran out after the first fortnight, and as she had 
no insurance cover in place, she had no income to pay the mortgage 
on her apartment ($2,500 a month) or other essential costs, 
including her mounting medical expenses.

As they didn’t want Karen to have to sell her apartment, Gary and Roslyn 
needed to draw on investment capital from their portfolio to pay Karen’s 
mortgage and meet her expenses for the year she was off work. 
This ultimately reduced Gary and Roslyn’s investment portfolio 
by almost $70,000 (or 10%). 

While Karen fortunately made a full recovery, the cost to Gary 
and Roslyn of supporting their daughter in her time of need meant 
a dramatic change in their long-term retirement prospects; ultimately 
their income was reduced by $7,000 per year for the rest of their lives 
(a 15% reduction), plus their travel plans were significantly affected. 
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You’ve saved hard to build your retirement nest egg. You should 
be able to spend the money on a well-earned relaxing lifestyle. 
But all this could be put at risk if your adult children don’t have their own 
financial affairs well managed, particularly adequate insurance protection.

What can you do?
Believing that 
unfortunate events only 
happen to other people 
isn’t a responsible 
solution and is 
a terrible way to 
jeopardise your 
retirement. As part 
of looking after your 
own financial future, 
make sure that others 
who could affect your 
plans, such as family 
members, have also 
taken the right steps 
for their own lives. 

Talk openly to your 
adult children about 
their insurance cover 
and if they are putting 
themselves or you 
at risk, recommend 
they talk to 
a financial adviser.

It’s human nature to assume that bad things only happen to others. 
Unfortunately this approach means that many people are unprepared financially 
for their future if sickness, accident or injury strikes. This often results in other 
family members having to bear the costs of supporting them.
For those close to or in retirement who are placed in this position, 
the financial impact can be devastating. 



 

 

 

 

 

 

 
 

 

What we mean by 

“investment styles”
Some may find investing easy to understand. You put your 

money into shares, property, fixed interest, cash, etc. 
And then your adviser starts talking about “investment styles”!

             In essence, what that 
       means is how fund managers 
   choose the underlying 
investments of their funds.

There are two traditional ways 
of choosing stocks that active 
fund managers use – 
growth and value. 

• Growth managers choose 
shares or companies for which 
theyexpect a capital gain through 
improved company earnings. 
They tend to look in areas 
of the economy that they 
anticipate to do better than the 
market average and companies 
within those areas with 
the most growth potential.

• Value managers look for 
stocks with undervalued assets 
that they believe are trading 
at less than their intrinsic value. 
They analyse the company’s 
finances thoroughly to work out 
a ‘fair value’ for the stock 
by looking for low price 
to earnings (P/E) ratios, low price 
to book ratios, high dividend 
yields, and other key indicators 
of a company’s value.

And then there is GARP or “Growth at a Reasonable Price” 
and Style-Neutral.

• GARP is a mix of the growth and value styles. 
Here the focus is on stocks that have a stronger growth 
outlook than the market but which are cheaper than 
the average stock bought by a growth manager.

• Style-Neutral management uses intensive fundamental 
analysis of companies to determine their long-term worth. 
As the name implies, this manager does this without 
a specific style bias.

Passive investing

In addition to active fund management, there is also passive 
fund management with two common strategies being index 
and buy and hold.

• Index managers structure the fund in such a way that 
its value will closely follow a nominated market. For example, 
the ASX 200 in Australia, or the Dow Jones in the USA.

• Buy and Hold managers operate on the principle that 'time 
in the market' is more important than 'timing the market'. 
They buy and hold shares in the belief that the value will 
increase over the long term despite any short term volatility.

So when your AGS adviser talks about asset allocation, 
he or she is also taking into account diversification across 
the investment management styles as well.

Smart investing is not as easy as it sounds. 
That’s why we are here to do all the hard work for you.

www.agsfinancialgroup.com.au


 

 

 

 

 

 
 

 

 Investment Update 
    July 2017

(With thanks to AMP Capital Investors and MLC Investments Limited)

Economic indicators – 30 June 2017 

 1 Year %, excluding dividends

Australia: ASX 200 9.3

Japan: TOPIX 29.4

China: CSI 300 16.3

UK: FTSE 100 12.4

US: S&P 500 15.5

Australia: Current at 30 June 2017

AUD / USD 0.7689

Official interest rates % 1.50

Aus 10-year bond yield % 2.6

 
  The year so far

30 June has seen the close of a decent financial 
year for most investors, with typical balanced 
super funds earning high single digit returns, 

led by International shares. Through 2017 
the global economy has gathered momentum 

after the US Presidential election late last year, 
with markets reacting favourably to Trump’s 

promises of tax cuts, infrastructure spending 
and reduced regulation (despite the lack 

of policy detail). US earnings growth has also 
been strong, providing substance to the market 
movement. Globally, unemployment continues 

its downward trend especially in the Euro zone. 
Data suggests GDP will expand somewhat faster 

than predicted in China, Japan and Europe. 
Global equities remain attractive due to the low 
inflation/low interest rate environment and the 

broadening global economic recovery. However, 
the political environment remains a major risk.

 
  Meanwhile in Australia

The Australian economy has underperformed, and our 
market has shown significant volatility compared to global 
counterparts. Consumer spending and confidence is 
constrained by record low wages growth and high levels of 
underemployment. Financial stocks have been significantly 
impacted by the new bank levy announced by the Federal 
Government in the budget. Headline unemployment 
however has been decreasing, and population growth 
(a contributor to economic growth) has been healthy. 
While there is talk of eventual increases to interest rates 
in Australia to take the heat out of the property market, 
it is quite possible we may see an extended pause 
(or even a cut) to rates. We expect the volatility to continue, 
and Australia to lag for some time. On a positive note, 
earnings and dividends are still healthy, and the 
alternatives of cash and bonds are quite unappealing.

Outlook and Final thoughts

On the whole, we maintain a positive outlook: 
economic conditions favour growth assets, particularly 

shares, within a diversified framework. 

As ever, there are risks to this outlook – most notably 
geopolitical risks in Europe, the Middle East and 

North Korea; as well as the risk of an overreaction 
to eventual interest rate rises in the US.

For more information:

AGS Financial Group Pty Ltd
ABN: 70 093 990 946
Phone 1300 665 182

www.agsfinancialgroup.com.au

Office locations:
Sydney: Crows Nest, Caringbah, Baulkham Hills

Melbourne: South Melbourne
Brisbane: West End

www.agsfinancialgroup.com.au


 

 

 

 

 

 

 
 

 

AGS Financial Group 

• Corporate Superannuation
• Financial Planning
• Accounting Services
• Mortgage Advice
• Retirement Planning
• Wealth Management
• Self Managed Superannuation
• Wealth Protection
• Estate Planning
• Business Consulting

AGS Financial Group Pty Ltd is an Authorised Representative of AMP Financial Planning Pty Ltd ABN 89 051 208 327, AFS License 232706.
Accounting, taxation, and business advisory services are provided by AGS Accounting ABN 12 166 728 696.    

Disclaimer
AGS Financial Group Pty Ltd, ABN 70 093 990 946, trading as AGS Financial Group, are authorised representatives
of AMP Financial Planning Pty Limited ABN 89 051 208 327 (Australian Financial Services Licence No. 232706).
Any advice in this newsletter is general in nature and does not take into account your personal objectives,
financial situation or needs.
Accordingly, you should consider the product disclosure statement for any product and your own objectives,
financial situation and needs before acting on this information and before acquiring a financial product.
You can obtain a copy by contacting us on 02 9966 8188.

Baulkham Hills
Level 1, 4 Columbia Court
Baulkham Hills NSW 2153
Tel: 02 9899 7566
Fax: 02 9899 7522

E: info@agsfinancialgroup.com.au
W: www.agsfinancialgroup.com.au

Crows Nest
12-14 Falcon Street
Crows Nest NSW 2065 
Tel: 02 9966 8188
Fax: 02 9966 8199
Outside Sydney: 1300 665 182 

Melbourne
Level 1, 
103 / 153-161 Park Street
South Melbourne VIC 3205
Tel: 03 8548 6454

Caringbah
Level 1, 34 Banksia Road
Caringbah NSW 2229 
Tel: 02 9525 0766
Fax: 02 9525 9349

Brisbane
Suite 2, 28 Donkin Street 
West End QLD 4101 
Tel: 07 3085 6627 




