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The government is still consulting on superannuation after concerns raised by backbenchers
over changes made in the budget. However these changes are more important than ever, as
evidenced by the 2016 HILDA statistics  on wealth and superannuation.

The statistics highlighted changes in the distribution of wealth of Australians since the survey
commenced in 2001. The most significant assets held by most Australians continue to be their
family residence and superannuation, but policy changes over the time of decade the survey
have changed the balance of those investments.

More concerning is the finding that wealth inequality has increased. The data adds strength to
the argument that superannuation reforms are overdue, with a small number of wealthy people
able to accumulate wealth in superannuation and investment property.

In Chapter 5 of the report, which discusses household wealth, the authors note that
superannuation will soon overtake the family home as the major asset owned by Australians.
This is the result of two separate trends: increases in superannuation balances and lower net
wealth in housing.

Looking at the HILDA data, it’s not unexpected to see that younger age cohorts have
experienced the strongest growth in superannuation assets.

Prior to 1993 superannuation was very different to the current system. According to Treasury
data  in
1986 53.5% of Australian full time employees did not have superannuation coverage, and over
80% of those who did, were members of a defined benefit scheme, which would not generally
be reported as an asset. By 2000, 96.9% of full time employees had superannuation coverage,
with 86% of those employees in accumulation type funds.

The superannuation guarantee has been a significant contributing factor in the importance of
superannuation as a household asset. Notably, the phasing in of the rate of the superannuation
guarantee shows in account balances. As can be seen from the HILDA report the increased
rate of superannuation guarantee after 2002 has resulted in higher superannuation balances for
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https://www.melbourneinstitute.com/hilda/Reports/statreport.html
http://archive.treasury.gov.au/documents/110/PDF/round4.pdf
http://archive.treasury.gov.au/documents/110/PDF/round4.pdf
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people at the same age in successive surveys.

The increase in housing values is the second trend which has altered the mix of assets. Over
this time residential house prices rose significantly, with ABS data  showing an increase in the
Residential Property Price Index across eight capital cities from 69.0 in September 2003 to
120.2 in Dec 2014.

Given that in the 2002 data the major asset of Australians was the family home, homeowners
benefited disproportionately from the increased value of housing. Even with the significant
increases in superannuation, for older Australians the proportion of wealth held in housing has
been maintained as their total wealth has increased.

However for younger age groups the story is not as positive. The rate of home ownership is
declining as it is becoming more difficult to enter the housing market  and home equity is
declining among younger age
groups as the value of loans has increased.

The HILDA data shows that most age cohorts, including all except the oldest retirees, have
seen increases in their superannuation accounts over time. Policy changes effective from 2007
have supported superannuants through tax exemptions and high contribution levels.

Another trend contibuting to this is that people are retiring later . The change in the pension age
to 67 has been accompanied by a trend for people to work longer. Not only are they deferring
withdrawals from their superannuation fund, but they are also continuing to contribute during
this time.

As noted in the Productivity Commission report  last year there is some evidence of
withdrawals at the time of retirement, but these are generally used to pay outstanding debts,
including mortgages against the family home.

Others convert their superannuation at retirement into other financial investments. This cements
the family home as the most significant asset held by retirees.
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http://www.abs.gov.au/AUSSTATS/abs@.nsf/Lookup/6416.0Main+Features1Mar%202016?OpenDocument
https://theconversation.com/explainer-whats-really-keeping-young-and-first-home-buyers-out-of-the-housing-market-45716
https://www.melbourneinstitute.com/hilda/Reports/statreport.html
https://www.melbourneinstitute.com/hilda/Reports/statreport.html
http://www.pc.gov.au/research/completed/superannuation-post-retirement
http://www.pc.gov.au/research/completed/superannuation-post-retirement


Wealth inequality shows superannuation changes are overdue

Written by Helen Hodgson, Associate Professor, Curtin Law School and Curtin Business School, Curtin University

The more concerning finding for policy makers is that wealth inequality has increased, and that
superannuation holdings and investment properties are factors in this inequality. HILDA data
shows that in 2014 the mean superannuation balance of the top 10% of people aged 50 to 69
was $991,268, up from $650,619 in 2002, compared to $210,798 in 2014 for the sixth to ninth
decile and $13,719 for the bottom 50% (although a significant number of retirees in this age
group do not have any superannuation balance).

There is a strong correlation between high superannuation balances, income and
non-superannuation wealth. People in the top decile have access to higher levels of income to
make higher levels of concessional contributions, and the ability to find the funds to make
non-concessional contributions into a tax preferred investment environment.

As has been noted previously , the current superannuation system allows high income and high
wealth individuals to over-accumulate in tax preferred superannuation, which increases wealth
inequality as well as intergenerational inequality.

The Government proposals  to restrict the level of contributions and to reduce the amount that
can be retained in a tax free environment are important tools to address increasing levels of
wealth inequality in our community.

Helen Hodgson receives funding from AHURI.  Helen is a member of the WISER Research
Group at Curtin BUsiness School, Social Policy Committee of NFAW and the ACOSS Tax
Advisory Panel. She was a Member of the WA Parliament from 1997 to 2001, elected as an
Australian Democrat. She is not currently a member of any political party.

Authors: Helen Hodgson, Associate Professor, Curtin Law School and Curtin Business School,
Curtin University

Read more http://theconversation.com/wealth-inequality-shows-superannuation-changes-are-
overdue-62770
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https://theconversation.com/playing-politics-with-your-future-what-a-hung-parliament-could-mean-for-super-61987
https://theconversation.com/government-pitches-for-integrity-in-tax-and-super-experts-respond-58153
http://theconversation.com/wealth-inequality-shows-superannuation-changes-are-overdue-62770
http://theconversation.com/wealth-inequality-shows-superannuation-changes-are-overdue-62770

