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Executive summary 

AIMA supports the Government’s policy objectives underlying the Bill including to address 

underperforming superannuation products and reduce the number of duplicate accounts in 

the superannuation system.  However, AIMA members consider determining the 

appropriate methodology to calculate performance of superannuation funds is critical to 

acheiving this policy objective and ensuring the test does not drive the wrong short term 

behaviour to the detriment of members long term outcomes.  As the methodology is critical 

to achieving the policy objectives, AIMA is concerned that the methodology is not contained 

in the Bill, the draft regulations have not been released and there is not a lot of time for 

input and review before the proposed commencement of the Bill.   

About AIMA 

The Alternative Investment Management Association (AIMA) is the global representative of 

the alternative investment industry, with around 2,000 corporate members in over 60 

countries. AIMA’s fund manager members collectively manage more than $2 trillion in 

hedge fund and private credit assets including for Australian superannuation funds. 

AIMA draws upon the expertise and diversity of its membership to provide leadership in 

industry initiatives such as advocacy, policy and regulatory engagement, educational 

programmes and sound practice guides. AIMA works to raise media and public awareness 

of the value of the industry. 

AIMA set up the Alternative Credit Council (ACC) to help firms focused in the private credit 

and direct lending space. The ACC currently represents over 170 members that manage 

$400 billion of private credit assets globally.   
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AIMA is committed to developing skills and education standards and is a co-founder of the 

Chartered Alternative Investment Analyst designation (CAIA) – the first and only 

specialised educational standard for alternative investment specialists. AIMA is governed 

by its Council (Board of Directors) 

 

Methodology 

Determining the appropriate methodology to determine the performance test is critical to 

the success of the objectives of this reform.  Noting this methodology will be contained in 

the Regulations which have not yet been released, AIMA considers the following factors to 

be important: 

• The test should be measuring the net return of the Fund to members.  It is very 

difficult to assess individual asset class performance without relating it be back to 

what the member receives.  Therefore the net return of the Fund net of all fees 

deducted from members accounts should be the primary outcome which is subject 

to benchmarking.  By way of example, we note that the Future Fund’s investment 

objective of CPI + 4-5% per annum is easily communicated and understood, easily 

measured, can inform a strategic asset allocation and doesn’t presuppose an 

allocation to any particular asset class; 

• The test should be measuring risk adjusted returns.  Trustees should be 

considering the risk taken to achieve investment performance.  Risk adjusted 

returns are a well established and understood pillar of the asset management 

industry and accordingly, referencing investment returns and the standard 

deviation of the investment returns should be a minimum requirement.   

• Whilst certain investments are inherently hard to benchmark, due to a smaller 

number of data points and irregular pricing, this does not mean they aren’t 

incredibly beneficial to member portfolios. Alternatives are increasingly used by the 

most highly regarded portfolios in the world, due to their unique risk and return 

characteristics, but this does not mean they can be easily benchmarked. Further to 

this point, the correct way to benchmark an alternative investment is constantly 

being improved, a static definition could quickly become irrelevant and incorrect. 

• Eight years is too short a timeframe for measuring performance.  AIMA is not aware 

of any country that has introduced such a short term focused measure.  The focus 

on annual returns is going to encourage short term behaviours which will lead to 

wrong decisions and member outcomes. 

APRA 

The Bill doesn’t give APRA any ability to exercise nuance over any particular case of 

underperformance. Under (or over) performance seems very binary but, of course, is far 

from it given it is measured relative to something. Even within a particular benchmark such 

as equity you can have extended periods where a particular factor such as Value will 

underperform relative to Growth. This doesn’t make that factor bad per se it just needs to 

be understood and decomposed. A large unintended consequence could be that funds are 

driven into investments that have worked recently, inherently decreasing the robustness of 

the industry as a whole 

 

Timing 

Treasury Laws Amendment (Your Future, Your Super) Bill 2021 [Provisions]
Submission 10



 

72620314v2 Page 3   

We note that the Committee is due to report on 22 April 2021, the regulations have not 

been released for public consultation and the proposed commencement of the Bill is 1 July 

2021.  AIMA considers there is a huge risk that hastily drafted regulations will result in 

unintended consequences for members as trustees will make allocation decisions based on 

meeting short term performance measures rather than focusing on the long term best 

interests of members. We urge the Government to delay the commencement so that 

relevant experts can be consulted to ensure that the performance test is designed to meet 

the objective.   

 

Contact points 

We would be happy to discuss any aspect of our submission or provide further information.  

The AIMA contacts in respect of this Submission are: 

Kher Sheng Lee  

Managing Director1  

Co-Head of APAC  

Deputy Global Head of Government Affairs 

 

Nikki Bentley 

Chair, Regulatory Committee 

AIMA Australia  

Partner 

EY 

Email:  

 

Yours faithfully 

 

  

Kher Sheng Lee Nikki Bentley 
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