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Message from the Chairman

Welcome to the fourth publication

of the MilitarySuper Member Update
designed to keep you informed of

the issues affecting superannuation
and your membership and entitlements
in MilitarySuper.

Since the last update, there have
been a number of changes to the
Board, with Gabriel Szondy, Brigadier
Bob Brown and myself joining Felix
Bleeser and WOFF Robert Swanwick
on the Board.

As a Board we remain committed

to providing efficient administration
and top quality services to the
MilitarySuper Members and ensuring
that the members’ money entrusted to
it for investment achieve investment
returns over the long-term which will
contribute positively to the support of
Members’ lifestyles in retirement.

It is our objective to continue to
improve services to Members. Recently
there has been redevelopment of the
MilitarySuper website, launched in
October 2007. Improvements to the
Member Services Online area will be
released in the next six months. You
are encouraged to visit the website at
www.militarysuper.gov.au to view the
new features.

We welcome your feedback on our
regular Member updates and in
particular, any views you may have on
topics or issues you would like to see
covered in future editions.

Tony Hyams
Chairman

IT IS IMPORTANT YOU KNOW - THIS DOCUMENT CONTAINS GENERAL ADVICE OR INFORMATION ONLY Any financial
product advice in this document is general advice only and has been prepared without taking account of your personal

objectives, financial situation or needs. Therefore, before acting on any such general advice, you should consider the
appropriateness of the advice, having regard to your own objectives, financial situation or needs. You may wish to do so
with or without the assistance of a licensed financial advisor.




Investment Returns

In the six years prior to December
2007, Australian super fund investors
have witnessed very strong growth in
investment returns, driven largely by
sustained ‘bull’ runs in both domestic
and international equities.

Members of most superannuation funds
have enjoyed returns in the mid to high
teens over this period; the domestic
equities markets in particular having
provided stellar returns (e.g. the All
Ordinaries Index reached a record high
of 6828.7 points on 1 November 2007
up from the cyclical low of 2673 in
March 2003). Those funds with large
exposures to listed equities performed
best over that period.

However, investment markets tend to
run in cycles, and since the beginning
of 2008, we have witnessed extreme
amounts of volatility in investment
markets around the world. Indeed from
the high in November 2007 to the
lows in March, listed markets globally
have shed as much as 25% of their
value, returning to levels which were
last seen in October 2006. In this
environment funds with high exposures
to listed equities are feeling the full
brunt of market losses.

In periods of such extreme volatility

it is important to remember that, for
most Members, retirement savings and
investments are about the long term.
In any long-term investment strategy
we will experience both highs and lows
in response to economic cycles and
political and environmental influences.

Financial markets have declined for

a number of reasons. Whilst some of
those reasons have been known for
some time, it is nonetheless important
for individual investors to put these
reasons into context and to focus on
their long-term strategy. The major
causes of the recent turmoil are:

e The financial crisis triggered by
the sub-prime debt defaults in the
U.S.; banks holding this debt have
been forced to register significant
losses as they reduce the value of
the debt on their books

e Deteriorating conditions in the U.S.
housing market that are leading
to record inventories of homes for
sale and tumbling home prices

e The uncertainty a potential
U.S. recession will have on the
world economy and on the rate
of growth in China and other
developing markets

e Significant technical selling of
stocks due to forced selling
to cover margin calls, where
investors have used gearing to
fund investments.
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MilitarySuper’s Growth (Default)

Option has, over the past 18 months,
systematically reduced its exposure

to listed assets in all equity markets,
as well as entirely eliminating its
exposure to listed property trusts.

The Fund also has a very limited
exposure to structured credit as part of
its focus on preserving capital.

As it has reduced its exposure to
listed equities the Board has replaced
those exposures with investments

in alternative asset classes, such

as private equity and infrastructure,
whose return characteristics are not
closely aligned to those of listed
markets. Whilst the Fund still has

a significant exposure to listed
markets, the increased exposure to
alternatives will act to mitigate some
of the negative effects from the recent
correction over the short to medium term.
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Investment Returns (continued)

What should | do as a
MilitarySuper Member?

As a Member it is important to
remember that superannuation is a
long-term investment. Diversification
in any investment portfolio is one
way of mitigating the effects of sharp
fluctuations experienced by individual
asset classes.

The recent market conditions have
left many Members wondering what
approach they should take in relation
to their investments. There are a
number of things to consider before
taking any action:

1. Markets Move in Cycles
History has shown that investment
markets move in cycles and that,
despite short-term volatility, in the
long term, the market recovers.
Knowing that market volatility exists
and understanding your investment
timeframe, your risk tolerance
and investment objectives are

key considerations in setting and

reviewing your investment strategy.

2. Risk Can be Reduced by
Diversification
It is not possible to accurately
predict market movements but
you can reduce the impact of such
movements by diversification.
Spreading investment across a
number of different asset types
prevents the returns being
dependent on a single asset type.
A poor return in one asset class
may be offset by a better return in
another asset class or investment.
The investment strategies offered by
MilitarySuper provide diversification
across a number of asset classes.

3. It’s time in the market and not

timing of the market

If you are invested for the long
term, it is important to keep your
long-term investment goals in focus
in times when the volatility is high.
Getting out of the market could
mean that you simply crystallise
losses and miss out on any
upswing in the markets.

Choosing the right investment
option is an important decision
affecting your financial future.

As every investor is different, the
right investment for you will depend
on your personal circumstance.

Our product disclosure statement
provides more information on

the investment choices applying

to the Member portion of your
MilitarySuper benefit. You can
access a copy online from our
website or by calling 1300 006 727.
If you need help making a decision
you should seek advice from a
licensed or appropriately authorised

financial advisor.
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New laws to guard against money laundering
and terrorism financing
Australia’s recently introduced a )

Anti-Money Laundering and Counter- Protect yourself against identity fraud
Terrorism Financing (AML/CTF) reforms
address the possible risk of money The Australasian Consumer Fraud Taskforce aims to raise awareness about
fraud and educate consumers on ways to protect themselves. Identity fraud can
cost people a lot of money and cause a great deal of distress. It is important

that you are aware of who you share your personal details with.

laundering and the potential threat
to national security caused by the
financing of terrorism. The reforms
bring Australia’s financial sector into
line with international standards. Some recommendations provided by the Task Force to help you protect your
identity are:

Under these reforms, the Board
must report to AUSTRAC and has o
implemented a program which
complies with the requirement to
identify and manage the potential risks

Only give out your personal details and information where it is absolutely
necessary and where you have initiated the contact and trust the other party.

e Destroy personal information, don’t just throw it out. You should cut up,

. . burn or shred old bills, statements or cards so scammers can not get your
of money laundering and terrorism

financing. The Board has implemented
increased security measures, especially .

personal details from them later.

Treat your personal details like you would treat money: don’t leave them
lying around for others to take. Order a free copy of your credit report every
year to make sure no one is using your name to borrow money or run up
debts. A credit reporting agency must take all reasonable steps to ensure
you can access your report. You should be able to get a copy of your credit
report for free by applying in writing to the credit reporting agency.

in relation to the claiming of benefits,
to protect against fraud and safeguard
Members’ benefits. For Members,

this means that when you claim your
benefit you will be required to provide
documentation to verify your identity;

for example a certified copy of your
driver’s licence. This legislation will
have a minimal impact on you as a
Member, however it will offer you greater
assurance that we have measures in
place to protect your benefit from fraud
and other financial crimes.

If you have been defrauded or think you have seen a scam, there are many
government agencies in Australia that you can contact for advice or to make

a report. The agency to contact depends on where you live and what type of

scam is involved. If you are unsure which agency is the best one to contact
in your circumstances, contact the ACCC Infocentre on 1300 302 502 or visit
www.fido.gov.au/fido/fido.nsf for more information.
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Improved Member
Se rV| ces com | n g (Counselling services

ComSuper provides individual
counselling sessions on behalf

of MilitarySuper. At these half-
hour sessions, you can discuss
superannuation, options available
to you, obtain benefit estimates
and gain a better understanding of
the MilitarySuper scheme. Seminar
presenters attend all transition

Later this year the Board will release a These latest services will enable
major upgrade to the existing Member Pensioners to
and Pensioner Services Online.

This upgrade will enhance your ability View personal details
to manage your superannuation online e View banking details
and make it possible to view and update Update certain personal details

your superannuation information. e Update banking details

e View payment/superannuation details . . .
. . seminars across Australia and if
These new services will enable Members .
. . . you would like to know when we
and Ancillary Spouses to The new services will enable you to )
are coming to a venue near you,

complete many tasks that previously .
please check our representatives

e View and update personal required the assistance of our .
. . . availability on
details online Customer Service Centre and/or forms militarvsuper.gov.au
www, .gov.au.
e View investment details, to be filled out and returned fysuper.g
including the current balance of to ComSuper (e.g. investment . L
o . If you are retiring, resigning or
Member accounts switching). It is expected that these g . .
. . . . . being medically discharged, you
e View Member Statements online facilities, combined with our . :
. . L . . . may want to consider booking an
e  Estimate future benefits using a existing service delivery channels, will Lo . .
. . . e . individual counselling session to
projected investment calculator provide you with improved services . . .
. . . . discuss what options are available
e View transaction history and flexibility.

to you. Please note that ComSuper

e View investment profiles
P representatives provide information

e (Change investment strategy online

o . only. If you require financial advice,
e Request Investment switching online.

including assistance to help you
decide which option best suits
your circumstance, you will need
to seek assistance from a licensed

financial advisor.
\_ J
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Information regarding the changes to the
proportioning rules

o e
These changes may apply to you your pre-1 July 1999 Member Benefit, Review of Military
if you are a Member of MilitarySuper ou can choose whether to apply all .
/ . youp y _ PPy a Superannuation
and you receive a payment of your your available tax free amount against
Member Benefit at any time from your lump sum (up to the amount

In February 2007, the then

1 July 2007 onwards. of your pre-1 July 1 benefit), or
y 7 yourp y 1999 . Government announced an
whether to apply the proportioning . . .
. . independent review of military
As part of the changes to super that rules. Members who claimed their .
. superannuation arrangements.
came into effect on 1 July 2007 (called pre-1 July 1999 Member Benefit as a . .
. oo The aim of the review was to
Better Superannuation), proportioning cash lump sum between the dates o L.
. Lo . assess the suitability of the existing
rules were introduced. The proportioning 1 July to 10 October 2007 did not

arrangements in light of changes

rules as they were originally introduced have the option to make a choice. . . .
in the wider superannuation

required the tax free and taxable The Board’s Administrator, ComSuper . .
. . . . environment and the changing

components to be applied equally to is contacting all such persons to give . .

. . . ] demographics of the Australian
partial payments made prior to age 60. them the option to apply their tax free .

. ] Defence Force (ADF). The review
This meant that when Members retired component to that payment. .
. . . . . was conducted by an independent
and were paid their pre 1 July 1999 Members who select this option will . .
. . . Review Team with support from
Member Benefit the net benefit was be paid the amount owing prior to o o .
. . civilian and military personnel in the
less than it would have been had the the end of the financial year, 30 June .
. . Department of Defence and involved
Better Superannuation arrangements 2008. If you were paid your pre-1 July . .
. . consultation with key stakeholders.

not been introduced. Clearly this was 1999 Member Benefit between 1 July
not the intent and on 10 October and 10 October 2007 and have not The findings of this review were
2007 the legislation was changed already been contacted by ComSuper released by the new Government
for MilitarySuper Members only, with regarding your payment, please in late December 2007 on
retrospective effect to 1 July 2007. contact our Customer Service Centre the Department of Defence

This change means that if you are on 1300 006 727. website at www.defence.gov.au/
militarysuperreview. Interested
parties were invited to submit
comments on the report and

its recommendations, with the

consultation period ending 31 March

under preservation age and you take

2008. Further information regarding
the review can be obtained at www.
defence.gov.au/militarysuperreview.

& J




Visit

Unit 4 Cameron Offices
Chandler Street
Belconnen ACT 2617

Phone
1300 006 727
for the cost of a local call

Mail
PO Box 22
Belconnen ACT 2616

Fax
(02) 6272 9617

Email
members@eng.militarysuper.gov.au

Internet
www.militarysuper.gov.au



