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We started 2018 with $7.8 billion of assets
invested in the APSS. A little more than half of
this money is invested to provide APSS Defined
Benefits to employee members. A little under
half is money you have saved in the APSS and
invested into the four APSS investment options.
In this edition of Insight, we take a visual tour of
the APSS investment structure to see how your
super is invested.
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How your super is invested
A visual tour of the APSS investment structure

Assets

$7.8 Billion
31 December 2017

Deﬁned Beneﬁt
Assets

Member Savings

$3.6 Billion

$4.2 Billion

Money invested voluntarily
by members into the four
APSS investment options

Money invested to provide
for members’ APSS Deﬁned Beneﬁts

Around $20 million is held as an ‘Operational Risk Reserve’ (ORR).
See page 10 of the latest APSS Annual Report for details.

Member Savings

Deﬁned Beneﬁt

$

Cash
$1.1 Billion

Conservative
$0.1 Billion

Public Market Shares

High Growth
$0.1 Billion

Balanced
$2.3 Billion

Private markets

Bonds

DB Assets
$4.2 Billion

Cash

Note: All values are expressed in Australian dollars (AUD) and are shown as at 31 December 2017.
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More diversity for your Member Savings
We all understand how diversity in a workplace can bring out the best in people, fostering
innovation, collaboration and ultimately delivering better outcomes for an organisation and
the communities it serves. Diversity is also a very good thing in the world of investment. It
brings new ideas and opportunities to the mix, helping to both dilute investment risk and
increase the potential for stronger returns. Here’s one way we’re enhancing investment
diversity for APSS members in 2018.
Alternative credit is a new type of investment
that we are adding to the APSS Conservative,
Balanced and High Growth investment options in
2018, as well as to the assets that are invested to
pay defined benefits. The aim is to create a more
diverse asset mix that will spread investment risk
and enhance the expected returns on APSS assets.
From February 2018, the APSS is taking a phased
approach that will gradually build the alternative
credit allocation to a ‘strategic target’ of 7.5% of
the Balanced and High Growth options’ investment
portfolios, and to 3.75% for the Conservative
option’s portfolio. The current allocations to
private markets will gradually reduce to make
room for alternative credit in the asset mix.
The introduction of alternative credit is most
relevant to members already invested in the
Conservative, Balanced and High Growth
investment options, or who choose to invest in
them in the future. It will have no financial impact
on most members’ APSS Defined Benefit.* It also
won’t affect any investment you have in the Cash
option, which continues to be invested 100% in
cash (and cash equivalents), with nothing moving
to alternative credit.
Alternative credit is just one of many ‘other growth
assets’, which the investment strategy previously
made provision for (as disclosed in APSS Product
Disclosure Statements before 15 December 2017).
Other types of growth assets may be added
in future.

What is alternative credit?
‘Alternative credit’ is a broad asset class that
includes a range of income-generating loans and
loan securities that fall outside the definition that
we use for bonds and cash in the APSS. Technicallyspeaking, alternative credit includes high-yield
corporate bonds, tradeable bank loans, structured
debt securities, emerging market bonds, private
loans and specialty finance. The APSS will invest
globally to access the largest, most well-developed
markets for these loans.
Like public market shares and private market
assets, alternative credit is considered to be a
‘growth’ asset class. Returns for alternative credit
are expected to be higher than for cash and bonds,
but there is also more risk in the short term.

Why introduce alternative credit?
We are always working to ensure that the APSS
is in the best possible position to achieve the
objectives that have been set for the investment
options offered to members, as well as the assets
that pay APSS defined benefits. As time passes
and market conditions change, it is important
that the APSS’s investment strategy evolves.
Globally, alternative credit has grown to become a
significant asset class, giving non-bank institutions,
such as super funds, a way to lend capital to
companies and other qualified borrowers on
commercial terms that deliver a return on their
investment. We are not changing the investment

* There’s no financial impact on the APSS Defined Benefit of most members even though the portfolio where
defined benefit assets are invested will now also have alternative credit exposure. There’s no financial impact
because APSS Defined Benefits are not determined by investment returns, and most members do not have the
type of ‘offset’ account that attracts the crediting rate determined by defined benefit assets. If you do have that
particular type of offset account however, please remember that the interest applied to it will now partly be
influenced by alternative credit. See ‘Defined Benefit portfolio’ on page 7 for more details.
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More diversity for your Member Savings
objectives for the Conservative, Balanced or High
Growth options. Instead, by adding alternative
credit, the Trustee expects the APSS to be in a
better position to achieve those objectives over
the coming five to ten years in a variety of possible
market conditions.

Tell me more about the risks
All investments carry some type of risk and
virtually all may rise and fall in value. This is
referred to as ‘price volatility.’ Some types of
investments also can’t be sold quickly at their

fair market value. This is known as ‘liquidity risk.’
Like other growth assets, including public market
shares, private market assets and property,
alternative credit carries these risks to some
extent. To reduce the impact of risks, it is critical
to diversify the investments. Alternative credit is
a way to further diversify the growth assets of the
APSS so that they are not totally exposed to one
bad event, such as a share market fall. The APSS is
also employing experienced, specialist investment
managers to evaluate the quality and risks of each
alternative credit investment before it is made.

What does the more diversified investment strategy look like?
Here are the new strategic asset allocations that we began the 2018 calendar year with.
Alternative credit will be added gradually so you won’t see it appearing in actual asset allocations
just yet. Over time, you will see the allocation grow closer to these strategic targets.
Public Market Shares

20%

25%

Private markets

$

Alternave credit

11.25%

Bonds

3.75%

Cash

40%

100%

Cash

Conservave1
10%

10%

10%

7.5%
20%

20%

40%
22.5%

60%

7.5%

DB

*

40%

7.5%
22.5%

Balanced2

22.5%

High Growth2

Defined Benefit2

1 The previous strategy allocated 15% of the Conservative option’s portfolio to private market assets, within a range of 10% to 35%. It also
allowed for investment in ‘Other growth’ assets (e.g. alternative credit), within a range of 0% to 10%, although the previous allocation to
‘Other growth’ assets was, in fact, 0%.
2 The previous strategy allocated 30% of this option’s portfolio to private market assets, within a range of 20% to 60%. It also allowed for
investment in ‘Other growth’ assets (e.g. alternative credit), within a range 0% to 20% for the Balanced option and the Defined Benefit
portfolio, and a range of 0% to 25% for the High Growth option. There were previously no allocations to such other growth assets.
* The Defined Benefit portfolio’s strategy has no financial impact on most members’ APSS Defined Benefit. However, if you have the type
of ‘offset’ account that attracts the crediting rate determined by defined benefit assets, then please remember that the interest applied to
that particular account will, in part, be influenced by alternative credit. See ‘Defined Benefit portfolio’ on page 7 for more details.
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More diversity for your Member Savings
In practice, the asset allocations can now fall within the following ranges, which allow the APSS to
navigate changes in market conditions:
Cash

Conservative

Balanced

High Growth

Defined
Benefit

Public Market Shares

-

10% - 30%

20% - 60%

40% - 70%

20% - 60%

Private Markets Assets

-

5% - 25%

10% - 50%

10% - 50%

10% - 50%

Alternative Credit

-

0% - 7.5%

0% - 15%

0% - 15%

0% - 15%

Bonds

-

30% - 50%

10% - 30%

0% - 10%

10% - 30%

Cash

100%

15% - 35%

0% - 20%

0% - 20%

0% - 20%

Asset Class

Go to your ‘Investment round up’ (page 7) to see how much money was actually allocated to the various
asset classes at 31 December 2017. Keep an eye on quarterly updates in future editions of Insight to
track the gradual increase in alternative credit and consequent reduction in private markets assets.

How to contact the APSS
Call SuperPhone on 1300 360 373 between 9am and 5.30pm (Sydney time) Monday to Friday or visit us
online at apss.com.au. Write to APSS, Locked Bag A5005, Sydney South NSW 1235 or Fax (02) 9372 6288.

Product Disclosure Statement update
Our Product Disclosure Statements were updated on 15 December 2017. There are four documents
– one for Employee Members, two for Spouse and Rollover members (a PDS and a ‘Guide’), and one
for APSS Pension members. Go to apss.com.au and download your copy by clicking on Product disclosure
under Publications & Forms.
AUSTRALIA POST SUPER SCHEME

PDS

AUSTRALIA POST SUPER SCHEME

Product Disclosure Statement

Your Defined Benefit
& Member Savings

Guide

PDS

AUSTRALIA POST SUPER SCHEME

Read this with Your Member Savings PDS

Spouse and Rollover
Members

AUSTRALIA POST SUPER SCHEME

Product Disclosure Statement

PDS
Product Disclosure Statement

Spouse and
Rollover Members

Your APSS Pension

Your Member Savings
Employee Members

Guide to your Member Savings

Date of Preparation 15 December 2017

Date of Preparation 15 December 2017
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The information in this
document forms part of the
Your Member Savings
Product Disclosure Statement
dated 15 December 2017.
You can download the PDS at apss.com.au
on the Product disclosure page under the
Publications & Forms tab or you can request
a copy by calling 1300 360 373.

About this Product Disclosure Statement

Members retiring or transitioning to retirement

This Product Disclosure Statement (PDS) provides a summary of significant information about
saving and investing super in either an APSS Spouse Account or an APSS Rollover Account,
both of which are APSS Member Savings accounts. It refers to other important information
(which forms part of the PDS). If you are thinking about opening an account, you should
consider the whole PDS before making a decision.
This PDS contains general information only and doesn’t take your personal financial situation
or needs into account. You should obtain financial advice tailored to your
particular circumstances.
Information in this PDS is current as at the date of the PDS. This PDS may change from time to
time. Updated information can be found at apss.com.au or you can have a hard copy mailed
to you free of charge by calling SuperPhone on 1300 360 373. If the changes are materially
adverse to APSS Spouse and Rollover Members, we will replace this PDS.
As an APSS Member, you will also be notified directly by mail of other material changes
and significant events that affect your APSS membership, as required by law. Note that words
and expressions capitalised in this PDS are defined on apss.com.au in the Glossary under the
Publications & Forms tab.
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Do we have your email?
You may wish to provide your email address to the APSS. If you do, we may use it to send you certain
communications in future; for example, alerting you to future editions Insight. To provide or check your email
address, just log in at apss.com.au/MemberAccess, then click the ‘Settings’ drop down link (top right) to ‘Manage
email’ and validate or update your email address. You can also go to your ‘Personal Details’ (under the ‘Member’
tab) in MemberAccess to update your email address.
Australia Post Superannuation Scheme – Quarter ending December 2017
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Investment round up
Each APSS investment option has its own underlying investment portfolio. Each option’s crediting
rate is determined by the investment return of its portfolio. With the exception of the Cash option,
which is always invested in cash (and cash equivalents), each option has a mix of assets, just in
different proportions. A portfolio with a higher allocation to shares and other ‘growth’ assets (e.g.
the High Growth option’s portfolio), is expected to deliver higher investment returns and therefore
higher crediting rates over longer timeframes. However, the higher the allocation to growth assets,
the more volatile the portfolio is considered to be. The more volatile, the higher the risk of dropping
in value in the short term.

Crediting rates to 31 December 2017
Member Savings accounts
(including Spouse and
Rollover accounts)

$
Cash

Conservave

Balanced

High Growth

3 months

0.35%

1.33%

2.44%

3.37%

1 year

1.54%

3 years (p.a)

1.65%

5 years (p.a)

1.89%

9.43%
n/a

7.18%

n/a

9.04%

Transition to Retirement
(TTR)* Pensions
3 months

0.35%

1 year

1.68%

3 years (p.a)

1.90%

5 years (p.a)

2.20%

1.33%

2.44%

3.37%

10.07%
n/a

7.95%

n/a

10.05%

APSS Pensions
(Tax free)*
3 months

0.41%

1 year

1.81%

3 years (p.a)

1.94%

5 years (p.a)

2.23%

1.56%

2.79%

3.82%

10.81%
n/a

8.19%

n/a

10.20%

Note: The compound crediting rates shown above are after investment costs and tax (where applicable). Before 1 July 2017, the Cash
option was called ‘Cash Return’, and the Balanced option was called ‘Market Return’. The Conservative and High Growth options
commenced on 1 July 2017, which is why returns for periods longer than 3 months are currently not applicable (n/a).
*From 1 July 2017, APSS Pension investment earnings are not always tax-free. If the APSS Pension is being used as a ‘Transition to
Retirement’ (TTR) account, then investment earnings may be taxed at up to 15% as explained in our How super is taxed in 2017-18 fact
sheet. Use the TTR Pensions table above for the applicable crediting rates where tax applies to an APSS Pension.

Important reminder: Past investment returns are not necessarily indicative of future investment returns.
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Investment round up
Asset allocations at 31 December 2017
Asset allocation is the mix of different asset classes (and assets within each class) in an investment
portfolio. Strategic Asset Allocation (SAA) refers to the strategy used to achieve a particular
investment objective. Actual asset allocation is a snapshot of the mix of assets at a particular point in
time. This might vary from the SAA, but only within allowable ranges that are set as part of the overall
investment strategy. The following charts show the actual asset allocations as at 31 December 2017:
Public Market Shares

17%
30%

Private markets

13%

$

Bonds
Cash

100%

40%

Cash

Conservave
12%

12%

12%

42%

20%

20%

26%

62%

26%

Balanced

DB

42%

26%

High Growth

Defined Benefit

Defined Benefit portfolio
You may notice that this portfolio is invested the same way as the Balanced option’s portfolio. This is
because the two portfolios were historically the same. They are now separate but, so far, continue to
be invested the same way. That’s expected to change in the future. The assets invested in this portfolio
are drawn upon to provide benefits to members entitled to an APSS Defined Benefit as required, but
the portfolio’s investment return (i.e. crediting rate) has no financial impact on those benefits for most
members. This is because that entitlement is determined by a formula, rather than the investment
returns of the portfolio.
The only exception is where a member has an other ‘offset account’. This won’t apply to most
members. If it does, you’ll see it on your annual statement, which will also show this portfolio’s
crediting rate applied to that offset account, showing the interest charged at the same rate as the
crediting rate calculated from the investment return of the Defined Benefit portfolio. You can read more
about these ‘other offset accounts’ in the Your Defined Benefit & Member Savings Product Disclosure
Statement available at apss.com.au by clicking Product disclosure under Publications & Forms.
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Investment round up
Behind the numbers
The December 2017 quarter was a good one
for ‘growth’ assets as the remarkable run of
global share market gains continued. Yields on
income assets, meanwhile, stayed low. As in the
September quarter, that combination delivered
positive quarterly crediting rates for all APSS
investment options. High Growth had the strongest
performance (3.4%), followed by Balanced (2.4%),
Conservative (1.3%) and Cash (0.4%) options. Due
to tax-free investment earnings, crediting rates for
APSS Pension accounts were slightly higher than
the equivalent Member Savings and Transition to
Retirement (TTR) crediting rates.
Positive economic data coming out of the US,
Europe, China and Japan combined to produce
an optimistic mood across global growth
asset markets as 2017 drew to a close. The US
government enacted the biggest package of
tax cuts in that country since the 1980s, which
automatically boosted US share earnings. Europe’s
economic recovery continued to broaden and gain
momentum. Concerns about a financial shake-out
in China eased. Japan’s economy had its seventh
quarter of growth in a row. As the Global Financial
Crisis a decade earlier recedes into history, central
banks have signalled that they will take a slow
and steady approach to lifting interest rates back
towards normal levels.
Locally, the Reserve Bank of Australia (RBA) kept
the official cash interest rate unchanged at 1.5%
p.a. throughout the December quarter.

With inflation rate running below 2% p.a. and no
obvious signs that it may begin to push upwards,
the RBA has been comfortable to maintain a
low cash rate to support Australia’s broad
economic growth.
The Australian dollar fell by 0.5% against the US
dollar and by nearly 2% against the Euro during the
quarter but currency movements had little overall
impact on APSS quarterly results.
Public market shares held by the APSS gained 5.9%
in the December quarter on top of a 3.4% return
for the September quarter. The private market
investments had a mixed set of short-term results
during the quarter but still gained 0.6% overall.
Returns from our bond and cash investments were
in line with low interest rates at 1.1% for bonds
and 0.4% for cash. All these returns are before tax.
How much further can asset prices rise and what
might cause a reversal? That’s the main question
on many investors’ minds right now. It’s a question
nobody can accurately answer, but one thing is
certain – risk has not gone away. For the APSS,
this means taking care to diversify the asset mix
in all of the investment options and not taking on
any more investment risk than needed in order to
achieve our investment objectives. For you, our
members, the most important thing is to invest
your APSS member savings in the option that best
matches your own objectives, timeframe and
ability to ride the ups with the downs as market
conditions change.

Australia Post Superannuation Scheme (ABN 42 045 077 895) Issuer: PostSuper Pty Ltd (ABN 85 064 225 841) RSE Licence Number L0002714
APSS Registration Number R1056549. Important Note: All investments carry risk and may rise and fall. International investing involves
additional risks, including the risk of currency fluctuations. Diversification does not ensure a profit or protect against a loss in a declining
market. Past performance is not a guarantee of future returns or crediting rates. APSS’s crediting rates are calculated fortnightly and are
published on apss.com.au under the Investments tab. The information contained in this publication is of a general nature, is not intended to
be financial product advice and does not take your personal financial circumstances into account. Before acting on any information contained
in this document you should first consider its appropriateness to your financial circumstances. If you have any doubts or require further
assistance you may wish to seek the advice of a professional financial adviser. The APSS Trustee does not hold an Australian Financial Services
Licence and therefore is not licensed to provide you with financial product advice. The APSS Trustee has a relationship with State Super
Financial Services Australia Limited, trading as ‘StatePlus’, a licensed provider of financial planning services (ABN 86 003 742 756, AFS Licence
No. 238430). StatePlus is responsible for the advice given to APSS members under this arrangement. Issued: 31 January 2018.
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