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AMP Retirement Adequacy Index

The AMP Retirement Index (the Index) compares the savings of Australians against a target for an adequate 
income in retirement - set at 65% of an individual’s pre-retirement living standards.

The Index uses data from 280,000 AMP members, along with estimates of the age pension (for those who 
qualify) and “other investments” (excluding the family home), to estimate whether Australians are on track 
for an adequate retirement.

This issue of the Index draws on data for the 6 months to December 2011. 



Executive Summary 2

1. Overall Retirement Adequacy 3

2. Contribution Rates - comparative periods 4

3. Concessional Contribution Rates 5

4.  Average Superannuation Balances - by age group 7

5. Retirement Balance Estimates - by age group 8

6. Estimated Retirement Income - by age group 9

7. Females - account balances by age group 11

Appendix 1 12

Contents



The Euro crisis takes its toll on adequacy levels…
With fears of a return to global recession making headlines for 
much of the second half of 2011, financial markets plummeted to 
lows not seen since the GFC. Superannuation balances took a hit 
as a result, while members close to retirement wound back their 
super contributions.

All up, the AMP Retirement Adequacy Index (the Index) fell nearly 
2 percentage points to 69.4, its lowest level since the GFC, despite 
the benefits of the looming transition to a 12% Superannuation 
Guarantee (SG).

It is worth noting that this decline is despite a sharp upward 
revision to assets outside of the super system, a result of more 
recent data becoming available - see Appendix 1 for more detail.  
In the absence of this revision, the fall in adequacy would have 
been even more severe.

…with average contribution rates falling to an 
all-time low
The average worker’s total super contribution fell to 12.3% of 
salary, the lowest level since the Index began in December 2006. 
As usual, however, that average hides some interesting 
differences between age groups.

In general, younger age groups raised their overall contributions, 
primarily through an increase in voluntary contributions, 
particularly after-tax contributions.

By contrast, older workers cut their voluntary contributions to 
super. With these workers expecting to withdraw their super in a 
relatively short amount of time, it seems they hadn’t the time nor 
the inclination to wait for markets to recover. And, given the 
ongoing turmoil in global financial markets, the cautious 
approach these workers are displaying toward voluntary 
contributions hasn’t yet disappeared.

Where is all this heading?
A combination of falling balances and reduced contributions 
resulted in a 7% fall in the average worker’s projected super 
income in retirement. This has caused some of the burden of 
ageing cost to be shifted back to the Government, with a 3% 
increase in the average worker’s age pension entitlement going 
some way to offsetting the decline in super income.

The latter lift is a timely reminder that as future retirees’ self-
sufficiency falls, the Government is left to pick up some of the 
slack through higher age pension costs.

Taking a longer term view, it is important to note the current crisis 
has been borne of excessive debt levels, and so has increased the 
desire of members to save. Superannuation funds, along with 
other forms of saving, should therefore gradually reap the 
benefits of a more frugal society, meaning that adequacy levels 
may be expected to do the same.

With an ageing demographic profile, future Governments can 
expect public finances to be even more strained than they are 
today, and the longer the slump in superannuation contributions 
lasts, the greater that strain will be.

Executive Summary
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Chart 1 shows the Index levels over time. Average adequacy  
levels peaked in 2007 as markets rose and members responded  
to key shifts in super policy. Adequacy then fell back again, partly 
due to market falls, but also due to a fall in voluntary contribution 
rates.

Over the second half of 2011 the global economy looked 
increasingly like it was at risk of entering a Euro-inspired recession. 
Although the Australian economy held up fairly well compared with 
much of the developed world, our markets were not immune to 
those fears, and the ASX fell in sympathy with the rest of the world.

The Index, which considers projected net retirement income in 
the context of income in the years leading up to retirement, 
moved markedly, with adequacy in the last 6 months of 2011 
falling from 71% to 69.4%, not much better than the troughs 
observed during the worst of the GFC.

There were, however, competing effects. First, an upward revision 
of assets outside of super tended to raise the Index. This is a 
result of data updates which are discussed in more detail in 
Appendix 1. All up, these revisions had the effect of increasing the 
average retirees’ non-super assets by 30%, to $216,500.

Without these revisions, we estimate that adequacy would have 
fallen by almost as much again - nearly matching the huge decline 
seen in the lead up to the GFC, and bringing adequacy down to its 
lowest level since the Index began.

With super making up 70% of retirees’ projected assets (even 
after accounting for the 30% upward revision to other assets), the 
downturn in super assets was the dominant driver of falls in 
adequacy. Moreover, although super balances took a hit in the 
recent market turbulence, the dominant driver was a fall in 
contribution rates among older age groups where the majority of 
super assets lie. All up, the average retirees’ projected super 
benefits fell by 7%  
to $492,000.

Altogether these factors combined to create a modest fall in the 
Index. Importantly, the declines seen here have been enough to 
completely undo the gains to adequacy seen following the 
announcement of a 12% super guarantee.

With the Eurozone under enormous pressure following changes 
of government in France and Greece, and with policy changes 
continuing to alter incentives in the super system, recovery in 
contribution rates may remain some way off.

That said, it is important to note the current crisis has been borne 
of excessive debt levels, and so has increased the desire of 
members to save. Superannuation funds, along with other forms 
of saving, should therefore gradually reap the benefits of a more 
frugal society, meaning that adequacy levels may eventually be 
expected to do the same.

Chart 1: The AMP Retirement Adequacy Index - Dec-07 to Dec-11
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Contribution rates through time
Average contribution rates fell by 0.2 percentage points over the 
latter half of 2011, and are now at their lowest level since the 
Index began in December 2006. As usual, different age groups 
saw different changes to overall contributions over the past 
6 months. Although most age groups’ overall contribution rates 
fell, some age groups bucked the trend and saw slightly higher 
contribution rates.

Those aged under 40 saw their overall contributions either remain 
the same or increase slightly, with that good news driven by higher 
voluntary contributions - although note that these age groups 
continue to make by far the lowest voluntary contributions. In 
contrast, those aged over 40 generally reduced their total 
contributions.

What factors are behind this latest shift in contributions? 
Attempting to explain savings behaviour is notoriously difficult 
- for example, while some people may choose to save less in 
response to weak and volatile returns, others may feel that they 
need to save more in order to achieve the same absolute return, 
or may expect rising returns in future.

By contrast, contribution rates among older age cohorts fell over 
the latter half of the year. This was in line with declining 
confidence - for example, Westpac’s consumer sentiment index 
fell by 9% over the course of 2011, with most of this fall occurring 
in the second half of the year. With declining market returns, and 
perhaps more importantly the expectation of continued falls, 
workers who intend to retire within a decade have shown 
growing caution toward long-term saving through super.

Table 1: Contribution rates by age, June 2008 to December 2011

Age Jun-08 Dec-08 Jun-09 Dec-09 Jun-10 Dec-10 Jun-11 Dec-11

20–24 10.3% 10.1% 10.0% 10.0% 9.7% 9.8% 9.7% 9.7%

25–29 10.4% 10.3% 10.1% 10.4% 10.0% 10.2% 9.9% 10.1%

30–34 10.7% 10.4% 10.2% 10.5% 10.1% 10.3% 10.1% 10.3%

35–39 10.8% 10.8% 10.5% 10.6% 10.4% 10.4% 10.3% 10.4%

40–44 11.4% 11.5% 11.4% 11.3% 11.4% 11.1% 11.2% 11.1%

45–49 12.2% 12.1% 12.1% 11.9% 11.9% 11.7% 11.9% 11.7%

50–54 14.3% 13.7% 13.9% 13.4% 13.6% 13.3% 13.9% 13.3%

55–59 18.2% 17.6% 18.4% 17.7% 18.1% 18.1% 18.2% 17.4%

60–64 22.2% 22.8% 23.5% 21.3% 23.0% 22.3% 23.8% 24.0%

65–69 25.7% 25.6% 28.6% 25.1% 27.6% 23.4% 23.5% 23.0%

All workers 12.6% 12.5% 12.5% 12.4% 12.5% 12.4% 12.5% 12.3%

2. Contribution Rates - comparative periods
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Award (that is, SG) contribution rates fell or remained the same 
across all age groups over the last 6 months of 2011. With higher 
mandatory super contributions on the horizon, it is worth noting 
that employers’ propensity to make award contributions in excess 
of the 9% minimum has been easing back over time.

Voluntary contributions among older age groups fell far more 
than award contributions did, reflecting the relative ease with 
which voluntary contributions can be scaled back, as well as these 
workers’ declining engagement with the super system.

However, for younger age groups (40 and below), it was the 
opposite: voluntary contributions rose, while award contributions 
remained broadly the same.

Interestingly, salary sacrifice (before-tax) contributions were 
scaled back across most age groups.

That may well reflect increasing caution on voluntary super 
contributions as a result of ongoing market turmoil, particularly 
among older members. It may also be an indication that the 
$25,000 concessional contribution caps are continuing to bind 
against high income workers, enticing them to either switch some 
voluntary contributions to after-tax, or to reduce them altogether.

Chart 2 lends some support to the “binding caps” view. It shows 
that salary sacrifice contributions for the highest income deciles 
dropped unambiguously in the last 6 months of 2009 when the 
cap was reduced from $50,000 to $25,000. And the contribution 
rates have more or less steadily declined since then, perhaps as 
awareness of the caps begins to improve (as public awareness 
increases).

Chart 2: Concessional contributions for “richest” members,  
June 2009 to Dec 2011
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In contrast, after-tax contributions rose for all age groups under 
50, and for most of those age groups the rise in after-tax 
contributions was more than enough to offset the decline in 
salary sacrifice contributions. This lends some support to the 
“binding caps” explanation, with a switch from salary sacrifice to 
after-tax contributions continuing to prove a feature of recent 
movements in super saving behaviour.

3.  Concessional Contribution Rates
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Table 2: Detailed contribution rates, December 2011

Age Super 
Guarantee 
(SG)/Award

Salary 
sacrifice

After-tax Total

20–24 9.2% 0.2% 0.3% 9.7%

25–29 9.3% 0.4% 0.4% 10.1%

30–34 9.3% 0.5% 0.5% 10.3%

35–39 9.3% 0.7% 0.4% 10.4%

40–44 9.5% 1.1% 0.5% 11.1%

45–49 9.5% 1.6% 0.6% 11.7%

50–54 9.4% 3.2% 0.7% 13.3%

55–59 9.6% 6.7% 1.1% 17.4%

60–64 9.7% 11.2% 3.0% 24.0%

65–69 9.1% 11.1% 2.7% 23.0%

All workers 9.5% 2.1% 0.7% 12.3%

Looking forward, there are both positive and negative factors 
weighing on the outlook for super contributions. Announcements 
made in the 2012 Federal Budget may further discourage 
voluntary contributions. The first of these is the announcement 
that the planned increase of the concessional contributions cap 
for workers over 50 will be delayed until 2014.

The second Budget-related downside is a planned increase in 
contributions tax for workers earning over $300,000 per year - 
roughly the top 1% of income earners. Bringing the tax treatment 
of super contributions more into line with other uses of income 
(for example, trusts, or company taxes) is likely to significantly 
lower the level of voluntary super contributions.

As noted above, future Governments are facing substantial 
budget challenges, with the dependency ratio (the ratio of the 
population aged 65 and above to the population aged 15–64) 
having risen from 15% in the early 1980s to 20% today, and 
projected to hit 30% by 2030.

Super remains the most appropriate form of long-term saving for 
workers to assist in meeting that looming challenge.

To the extent that recent Budget announcements actively 
discourage voluntary contributions, the Government will have 
increased the strain on future governments in order to meet less 
pressing short-term budget challenges.

That being said, there are some positive factors on the outlook for 
super:

 – The first is simply that super has not performed as badly as 
other forms of investment over recent years.

 – Second, as noted earlier, the current crisis has been borne out 
of excessive debt levels, and thus has increased individuals’ 
desire to save. Superannuation funds, along with other forms 
of saving, should therefore gradually see the benefits of a 
more frugal society.

 – Finally, and most importantly, the transition to the 12% SG rate 
starts soon.
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Following a 4% fall in the first 6 months of 2011, the average member’s balance fell a further 4% in the second half of the year, for a 
total fall of $3,617 over the course of the year.

Table 3: Average super balances - active members, Jun-08 to Dec-11

Age Balance ($)

Jun-08 Dec-08 Jun-09 Dec-09 Jun-10 Dec-10 Jun-11 Dec-11

20–24 $5,184 $4,838 $5,341 $6,159 $6,599 $6,913 $6,488 $5,893

25–29 $13,278 $11,725 $12,420 $13,678 $15,319 $16,149 $15,590 $14,579

30–34 $25,948 $22,777 $23,140 $24,617 $27,251 $28,488 $27,774 $26,157

35–39 $38,747 $34,257 $34,206 $36,069 $40,414 $42,830 $41,764 $40,321

40–44 $50,622 $45,151 $44,408 $46,599 $51,966 $54,662 $53,189 $51,465

45–49 $62,706 $56,682 $55,227 $57,874 $66,060 $69,396 $66,483 $64,348

50–54 $77,905 $71,267 $69,076 $71,762 $80,806 $85,292 $81,140 $79,073

55–59 $85,561 $76,925 $75,692 $79,245 $86,789 $91,922 $87,330 $84,149

60–64 $79,446 $71,014 $70,470 $73,754 $80,493 $83,966 $79,312 $75,457

65–69 $71,097 $66,766 $66,741 $73,285 $77,979 $77,558 $73,677 $72,263

Average $42,651 $38,447 $37,939 $40,132 $44,690 $47,369 $45,453 $43,752

Younger workers were the worst affected in relative terms, with the average worker aged 20–24 losing some 9% of their super balance, 
whereas workers aged 65–69 lost only around 2%. That said, and as the Index has consistently noted, movements in balances have a 
much larger impact on the retirement incomes of older members, who have larger existing balances and less time to reverse their 
investment fortunes.

The falls in super balances, however, were generally not as severe as that of the overall stock market: the All Ordinaries Index fell 12% in 
the second half of 2011, and 15% over the course of the year as a whole. As noted above, this may go some way to explaining the 
increased contributions among younger members to super.

4. Average Superannuation Balances - by age group
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The upward revision to assets outside of super has caused the 
average workers’ projected pool of “other assets” to rise by some 
23% since the last issue of the Index. This has flowed through to 
the average worker’s total projected retirement benefits, with the 
latter being some 2% higher than the corresponding estimate in 
June 2011.

It is important to note that this increase is purely driven by the 
upward revision to other assets, which in turn is the result of 
updated data becoming available. The interpretation of this is not 
that other assets have leapt, but rather that they have gradually 
outperformed the expectations of previous issues of the Index.

By re-running the model using estimates of other assets derived 
from the “old” methodology (that is, the estimates that would have 
been used had more recent data not become available), we are able 
to assess what has been the “underlying” change in other assets 
over the past 6 months. As demonstrated by the dotted line in 
Chart 3, in the absence of data revisions, projected assets outside 
of super remained broadly unchanged over the past 6 months.

The average worker’s projected super balance at retirement has 
fallen some 7% in the past 6 months. Owing to reduced 
contributions among older age groups, older workers have been 
relatively more affected than younger workers. For example, 
projected benefits of workers aged between 40 and 60 fell by 10%, 
while benefits of workers aged 20 to 30 fell by only around 6%.

Table 4: Average assets at retirement - today’s dollars

Age Super Other assets Total

20–24 $824,173 $202,975 $1,026,294

25–29 $710,976 $175,203 $884,484

30–34 $601,244 $185,799 $785,391

35–39 $501,486 $170,917 $671,122

40–44 $405,792 $226,625 $630,022

45–49 $320,285 $258,462 $576,032

50–54 $232,604 $275,101 $505,691

55–59 $177,093 $250,573 $426,534

60–64 $134,013 $228,695 $362,147

65–69 $102,846 $225,574 $328,303

All workers $491,775 $216,574 $706,955

The fall in projected super balances is shown in Chart 3 below, 
which shows projected superannuation and other assets for the 
average worker through time.

Importantly, the chart shows that the Euro crisis, while certainly 
severe, has not had as marked or as sustained an effect on 
projected average super balances as the GFC.

Chart 3: Average assets at retirement - Jun-07 to Dec-11
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Note: The dotted line represents the estimate that would have 
been obtained in the absence of data revisions.

5. Retirement Balance Estimates - by age group
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In annualised terms, the average worker can now expect to retire on just under $49,000 per year, or $938 per week, a value largely 
unchanged from the corresponding estimate in June.

However, as noted above, this is due to the upward revision in other assets.

The biggest decline has come from the largest income source, with the average worker now expected to earn $1,900 a year, or $37 a 
week, less from superannuation than previously estimated.

As a result, some of the ageing burden shifts toward the public sector, as retirees’ self-sufficiency starts to fall and they rely on the age 
pension to partially fill the gap.

Table 5: Average retirement income (12% SG) - today’s dollars

Age Super income Other investments Aged pension Income tax Net retirement 
income

20–24 $41,038 $10,127 $15,156 $2,620 $63,840

25–29 $36,381 $8,981 $15,776 $2,343 $58,925

30–34 $30,735 $9,526 $15,466 $2,247 $53,642

35–39 $25,603 $8,762 $15,625 $1,991 $48,171

40–44 $20,682 $11,621 $14,719 $2,544 $44,950

45–49 $16,220 $13,197 $14,019 $3,803 $41,170

50–54 $11,482 $13,700 $12,932 $4,435 $35,814

55–59 $8,892 $12,831 $13,929 $3,604 $33,564

60–64 $7,083 $12,750 $15,985 $2,976 $33,450

65–69 $5,393 $14,149 $16,489 $3,599 $32,627

Average $24,930.05 $11,152.80 $14,949.81 $2,645.92 $48,797.30

6. Estimated Retirement Income - by age group
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Projected retirement income has remained largely unchanged 
over the past 6 months, with declining super returns being offset 
by an upward revision to assets outside of superannuation. As 
shown by the dotted line in Chart 4, in the absence of this data 
revision, our projection of average net retirement income fell by 
roughly 3% over the 6 months to December 2011.

Chart 4: Average net retirement income - Dec-06 to Dec-11
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Note: The dotted line represents the estimate that would have 
been obtained in the absence of data revisions.

Chart 5 shows the relative changes in retirees’ sources of income 
since June 2007. Projected age pension payments are the highest 
seen since the Index began in December 2006 and importantly, 
the share of the average retiree’s income expected to be 
accounted for by the age pension rose from 30% to 33% during 
the latter half of 2011.

Chart 5: Average retirement income by source - Dec-06 to Jun-11
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7. Females - account balances by age group

Female balances fell by less than their male counterparts over the 
last 6 months of 2011 (in fact, in some age groups the average 
female balance actually rose), causing the relative superannuation 
disparity between males and females to narrow.

This may reflect a difference in investment options and attitudes 
toward risk, and it may also be a natural consequence of male 
balances being higher than female balances - when balances rise, 
men do better in relative terms than females, and vice versa.

Table 6: Average super balance - active members,  
December quarter 2011

Age Balance ($)

Males Females % shortfall

20–24 $6,152 $5,387 12%

25–29 $15,053 $13,670 9%

30–34 $27,093 $24,219 11%

35–39 $42,635 $35,066 18%

40–44 $55,929 $41,196 26%

45–49 $73,118 $44,515 39%

50–54 $91,051 $53,235 42%

55–59 $96,615 $56,205 42%

60–64 $82,723 $57,921 30%

65–69 $77,674 $54,854 29%

Average $48,703 $33,047 32%
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Changes as a result of updating the model’s 
methodology

Ageing

In order to “age” participants in successive time periods, the 
model assigns a certain share of the next cohort’s income and 
super balances to the current cohort. This allows for those 
participants who will change age cohorts in each period.

Following a review of the previous model’s ageing module (which 
assigns ageing propensities to participants of each age from 0 to 
100), it was thought that with average life expectancies being 
higher now than in the past, the previous model, in effect, was 
ageing people too fast in the later age cohorts. With each successive 
time period, the previous model was deemed to be “moving” too 
many people from each age cohort into the next age cohort.

This was amended, and the June 11 model was re-run. The effect 
of this is to slightly reduce each age bracket’s income and super 
projections - because in each successive period, more of each 

cohort’s income is coming from the same age bracket as opposed 
to the next age bracket.

Note that the relative impact of these changes is small, with only 
a 1.2% decline in the average worker’s projected overall benefits 
(Table 7).

Tax rates

The updated model also takes into account the planned increase 
in the tax-free threshold, from $6,000 to $18,200 by 1 July 2012, 
and to $19,400 by 1 July 2015. This causes a significant reduction 
in each age bracket’s projected tax liability. For the older age 
cohorts, the original super and income balances were low enough 
such that the effective tax cut has resulted in higher projected 
incomes; for the other age brackets, the tax cut has lessened the 
negative effect on incomes of the change to the ageing process 
described above.

The average worker’s overall tax burden is projected to have fallen 
by $478 per year as a result of these changes, resulting in an 
overall increase in net retirement income of 0.3%.

Table 7: Changes as a result of methodological changes

Projected total benefits Projected annual income

Super Other Total Super Other Pension Tax Net

Average -0.9% -1.8% -1.2% -0.9% -1.8% 0.8% -37.4% 0.3%

Appendix 1
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Changes as a result of updating assets outside of 
the super system
Estimates of assets outside of super are constructed from a 
combination of two sources: the Australian System of National 
Accounts (ASNA) and the Survey of Income and Housing (SIH), 
both from the ABS.

ASNA is released quarterly, and contains aggregate data for assets 
outside of the super system - for example it contains estimates of 
total household deposits and liabilities. The data from SIH are 
more directly relevant for construction of the Index, but are only 
released every 5 years - they contain estimates at a household 
level of financial assets and liabilities, and these estimates are 
broken up into 10 year age brackets and income quintiles.

The process for estimating “other” assets has been to use SIH 
estimates from 2005-06 of assets and liabilities (modified into 
5 year age brackets and income deciles), and inflate those 
estimates by the implied growth rate of aggregate household 
asset/liability holdings from ASNA.

With the recent release of 2009-10 SIH data we are able to update 
this methodology, as we now have a “beginning” and an “end” 
point - that is, 2005-06 and 2009-10 - representing points A and B 
respectively in Chart 6. We are thus able to adjust the intervening 
years’ “old” estimates so as to keep the original “path” 
(particularly important given that the GFC occurred in that 
intervening period) but ensure that the “new” estimates match 
the known end point.

This has resulted in a significant upward revision for most assets 
and liabilities. The resultant change in overall household net 
worth is presented in Chart 6.

Chart 6: Change in household net worth from data updates
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These changes to other assets put upward pressure on overall 
adequacy. It is important to note, however, that even with a 31% 
upward revision (as shown in Table 8), income from “other assets” 
still constitutes only a fifth of the average retiree’s net retirement 
income.

Table 8: Changes as a result of data revisions

Projected total benefits Projected annual income

Super Other Total Super Other Pension Tax Net

Average 0% 31% 7% 0% 31% -4% 35% 3%

The net effect of the changes (that is, changes to estimated income and balances resulting both from methodological and data 
revisions) is a modest downward revision in super balances of about 1%, and an upward revision on assets outside of super by an 
average of about 22%.

However given that superannuation dominates the projected asset mix (projected total super benefits account for over 71% of 
projected total benefits), the net effect of the upward revision to “other assets” has only a subdued impact on overall adequacy.

The net effect on overall adequacy is a modest upward revision, of less than half a per cent.
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