
SUPERANNUATION

Superannuation and retirement
Superannuation, or super as most of us know it, is a good  
long-term savings plan, which will provide you with an income 
when you retire. For many Australians, super will be their main 
form of retirement income.

During your working life you make contributions to your super 
fund and the earnings you receive are reinvested, building up 
the value over time. As contributions and their earnings are 
generally taxed at just 15%, this may or can make super a tax-
effective investment vehicle.

Calculating how much superannuation  
is enough
While Australian employers are required to contribute at least 
9% of your salary to superannuation, will this be enough for you 
to live comfortably in retirement? The amount of super you’ll 
need to contribute depends on your personal circumstances 
such as your:

•	 current age

•	 current income

•	 desired retirement age

•	 desired retirement income

•	 current superannuation balance

•	 other retirement savings.

Is compulsory super enough to meet  
your needs? 
Even though compulsory super is intended to fund your 
retirement, it may not provide you with the lifestyle you want. 
Here are some considerations before you decide whether you 
can rely solely on compulsory super:

The cost of living
The cost of living may increase in the future due to inflation.  
For example, if a car costs $30,000 now, in ten years the 
same car will cost $40,317 and in 40 years it will cost $97,861 
(assuming a 3% p.a. inflation rate). However, salaries are also 
likely to increase with inflation which may counter some of this 
rise in expenses.

The age pension
Currently, the maximum age pension for a single person is 
approximately $729.30 a fortnight^. It’s even less per person if 
you are a couple. Could you afford your current lifestyle on  
this amount? Also, as the Australian population ages there 
will be fewer taxpayers to fund the age pension relative to the 
number of retirees. By the time you reach retirement, access  
to the pension may be limited. 

Life expectancy
For many people, their retirement period is likely to be as  
long as the time spent in the workforce. Life expectancies  
have increased significantly. Men aged 65 can expect to live 
until 83 while women can expect to live until 86†. Chances 
are your retirement could span 20 years or more, requiring 
substantial savings to provide for it. 

Less time to accumulate super 
For many people, a continuous work history may not be a 
reality. A substantial amount of time may be spent on travel, 
studies, and raising a family. And with frequent corporate 
restructures, time out of the work force due to redundancy 
can’t be ruled out. This means less time to accumulate 
superannuation. For most of us, compulsory superannuation 
alone is unlikely to provide for a comfortable retirement.

Investment returns 
Recent economic events, like the Global Financial Crisis, are  
a good reminder that investment returns can fluctuate.  
Short-term low, or negative, returns may reduce your retirement 
income, but it is important to remember that superannuation 
is a long-term investment. A long-term strategy remains one of 
the most effective ways to save for your retirement. If you’d like 
to know more, talk to your financial adviser.

Continuing with life’s comforts
According to research by the Association of Superannuation 
Funds of Australia Limited (ASFA), A ‘comfortable’ lifestyle 
requires approximately $39,302 annually for a single person 
and $53,729 for a couple*. A ‘comfortable’ budget allows you to 
maintain the lifestyle you currently enjoy. This could include up 
to 10 domestic trips a year and an overseas trip every five years.  

Your retirement may be a distant thought or it may be just around the 
corner. Either way, it’s important to know whether you can rest easy when 
you retire and afford the lifestyle you desire and deserve.

How much superannuation is enough?
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^ Effective from 20 March 2011. Rates subject to frequent change, see Centrelink website for most recent rate centrelink.gov.au
† Australian Bureau of Statistics, Life Tables, Australia, 2007-2009
* According to research by the Association of Superannuation Funds of Australia Limited (ASFA). Westpac ASFA Retirement Standard, September Quarter, 2010
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A comfortable budget could also allow you to purchase items 
such as a computer, mobile phone and entertainment system 
and eat out up to three times a week. This is assuming that by 
retirement age, you also own your own home.

The amount of super required in retirement depends on your 
chosen lifestyle and financial obligations. Obviously, if you have 
grand plans, you will need to save substantially more than if 
you plan to live modestly.

How much will you have in retirement?
To give you an idea of how extra contributions can improve 
your final retirement balance, let’s look at a couple of examples.

Paul is 30 years old. He currently earns $65,000 a year and  
has a super balance of $20,000. Catherine is 50 years old and 
has an annual salary of $80,000. She currently has a super 
balance of $80,000. 

Currently both Paul and Catherine’s employers contribute the 
required superannuation contribution rate of 9%. Let’s compare 
their final balances at the current contribution rates with their 
balances if they choose to contribute more.

Super contributions

9% 12% 15%

Paul $172,561 $224,457 $276,352

Catherine $166,514 $196,831 $227,147

To get an idea of how much you’ll have in retirement, try out 
our Super Simulator on the OnePath website  
onepath.com.au/supersimulator

What you’ll have to spend
What type of lifestyle would you like in retirement? How  
much money do you think you’ll need to fund it?

The table below shows the weekly income you would  
receive if you planned to fund your retirement with your  
super savings alone. 

Super balance at retirement

Fund until age $250,000 $600,000 $1,000,000

70 $1,000 $2,399 $4,000

75 $529 $1,258 $2,094

80 $365 $878 $1,463

85 $287 $688 $1,147

Assumptions for both case studies

•	 Person retires on their 65th birthday

•	 Super contributions are taxed at 15%

•	 Annual salary increase 3%

•	 Annual inflation (CPI) 3%

•	 Investment return 5% p.a. (split between 2.5% income and 
2.5% capital gains)

•	 Fees of 1.5% p.a. and $60 annual member fee

•	 Super is withdrawn as a lump-sum payment at 65 and then 
fully reinvested

•	 Post-retirement income earns 5% p.a. (split between 2.5% 
income and 2.5% capital gains)

•	 Tax file number is supplied

•	 All figures are in today’s dollar terms

•	 In second table, weekly income lasts until relevant birthday 
(i.e. 70th, 75th, etc).
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