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Considering the natural increase

in Fund AUM each year and recent
mergers, it is revealing to show

that the survey covers close to

85% of industry AUM, according to
Australian Prudential Regulation
Authority (APRA) data excluding Self-
Managed Super Funds (SMSFs). Total
superannuation assets from APRA
regulated Funds now totals $2.45
trillion as of 30 June 2023, an 8.5%
increase in the past two years.

Since the 2021 survey, market
conditions both internationally

and locally have been particularly
challenging. The backdrop includes
inflation rates not seen since the
late 1970s and early 1980s, the rapid
reversal of Covid-era central bank
policy settings and rising global
bond yields, together with increased
global recession risk and heightened
geopolitical concerns. All have taken
a toll on risk sentiment and related
asset price volatility at various times
since the previous survey.

more
than
money

This 2023 report is the 11th in our biennial series and continues to be the only survey

to comprehensively examine currency hedging techniques in Australia. The report
summarises survey findings from 41 Australian Superannuation Funds, which together
account for A$2.04 trillion of assets under management. This study provides insights on
asset allocation trends, how Funds manage currency risk, the impact of regulatory change
and navigating a path to net zero.

The report’s objective is to contribute
to the superannuation industry by
providing detailed analysis and
insights on both recent and future
asset allocation trends, currency
decisions and implementation, all of
which can affect member returns.

The NAB team thanks those who took
partin our survey — without your
time, attention and commitment this
report would simply not be possible.
We look forward to working further
together for Australia’s future.

“Total superannuation assets from APRA regulated Funds now totals
$2.45 trillion as of 30 June 2023, an 8.5% increase in the past two years.”

decisions and implementation as well as navigating the path to net zero.




Highlights

Internationalisation of

investment portfolios has

continued

» In 2023, Superannuation Funds hold
47.8% of their assets offshore.

+ Consistent with the trend observed in
2021, Superannuation Funds on average
have increased the percentage of their
investment portfolios in international
assets.
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Currency hedge ratios
remain at near historical
lows

« Superannuation Funds are hedging less

of their international equity
exposures thanin 2021.

« Thisis perhaps surprising as the AUD/
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Large Funds international
share approaching

O/ and set
O toincrease
further
« Large Funds have continued to spearhead
allocations to international assets.

This speaks to the ongoing challenge for
Large Funds in deploying incoming capital

to the domestic market as readily as smaller
Funds without amplifying concentration

risk as they seek diversification and
attractive risk adjusted returns.
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Strong preference for
unlisted over listed
international markets

+ Inthe next 2 years Funds indicated they

YFYS Performance test
plays an important role in
how Funds are investing
The YFYS Performance test is
having a significant influence on
setting and implementing Funds
Strategic Asset Allocation (SAA)

» Funds are considering absolute
investment risk, relative peer
performance risk and Your Future Your
Super (YFYS) basis risk when setting
their SAA.

« Increased YFYS benchmark sensitivity is
driving allocation to asset classes that
are readily benchmarked according to
many respondents.
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Funds committed to
navigating the challenges
of investing alongside a

net zero strategy

« Approximately half of Funds in this
year’s survey have formal targets for

USD exchange rate had been trading in
the lower quartile of its historical
(post-float) range in the six months
preceding the survey.

expect to increase their relative
exposure to:

— Unlisted Intl Infrastructure

— International Property, and
— Private Credit

achieving net zero, with another quarter
currently considering.

+ Ahigher proportion of small Funds are
yet to implement a net zero strategy
as they navigate the regulatory
reporting and resourcing requirements
associated with responsible investing.

» While there has been increasing scrutiny
over illiquidity and valuations of
unlisted assets, Funds still view these
assets classes as attractive for
delivering long term returns for
members.
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Request the full survey findings for the 11th biennial survey report by emailing:
NAB.FX.Survey@nab.com.au

IMPORTANT INFORMATION

National Australia Bank Limited (ABN 12 004 044 937, AFSL and Australian Credit Licence 230686), its related bodies corporate (as defined by the Corporations Act 2001 (Cth) (Corporations Act)), associated entities and

its officers, employees, agents or contractors (NAB) do not warrant or represent that the information in this document or discussed in the presentation (if any) (Information) is accurate, reliable, complete or current. All
Information is as of the date referenced and subject to change without notice and NAB shall not be under any duty to update or correct it. Any statements as to past performance do not represent future performance and
any statements as to future matters are not guaranteed to be accurate.

The document is for information purposes only and has been prepared without taking into account any particular person’s objectives, financial situation or needs. The Information does not constitute investment, legal
or tax advice, is not intended to create any legal or fiduciary relationship, nor does it purport to contain all matters relevant to any particular investment or financial instrument. This document may include data sourced
from external sources which NAB believes to be reliable but has not independently verified. The Information is not intended to be relied upon and anyone proposing to use the Information should independently verify
and check its accuracy, completeness, reliability and suitability and obtain appropriate professional advice. Nothing contained in this document shall be construed, in any jurisdiction, to be a recommendation, invitation,
offer or solicitation or inducement to buy or sell any derivative, security, financial instrument or product (Products), or to engage in or refrain from engaging in any transaction. Any pricing information, fees and charges
quoted are indicative only and subject to change. This document is not intended to be a complete summary or statement of the Products or any resulting transaction in connection with the Products.

This document has been prepared on a confidential basis for distribution only to wholesale clients (as defined in the Corporations Act) of NAB in Australia whose ordinary business is to enter into transactions in relation
to, or buy or sell, Products of the type described in this document in circumstances where disclosure is not required to be made to investors under the Corporations Act. Unless otherwise agreed or approved by NAB and
subject to any laws or regulations prohibiting the distribution or dissemination of this document applying to jurisdictions outside of Australia, this document is not intended for, and should not be distributed to, any other
person and it must not be distributed to any person who is a ‘retail client’ for the purposes of the Corporations Act or to any person outside of Australia. This document is not a product disclosure statement or prospectus
required to be lodged with the Australian Securities and Investments Commission in accordance with the Corporations Act, and it does not contain all of the information that such a product disclosure statement or
prospectus is required to contain.

To the extent permissible by law, NAB shall not be liable for any errors, omissions, defects or misrepresentations in the Information or for any loss or damage (whether direct or indirect) suffered by persons who use or rely
on such Information (including by reasons of negligence, negligent misstatement or otherwise). If any law prohibits the exclusion of such liability, NAB limits its liability to the re-supply of the Information, provided that
such limitation is permitted by law and is fair and reasonable.

NAB takes various positions and/or roles in relation to financial products and services, and (subject to NAB policies) may hold a position or act as a price-maker in the Products of any company or issuer discussed within
this document, or act and receive fees, brokerage and/or commission in connection with the Products described in this document (or other financial products related to those Products) as an underwriter, placement
agent, adviser, broker or lender to such company or issuer. NAB may transact, for its own account or for the account of any client(s), the securities of, or other financial instruments relating to, any company or issuer
described in the Information, including in a manner that is inconsistent with or contrary to the Information. Such interests and dealings may adversely affect the price or value of the Products.

The Information may not be reproduced or distributed without NAB's prior written consent. The Information is governed by, and is to be construed in accordance with, the laws in force in the State of Victoria, Australia.
©2023 National Australia Bank Limited ABN 12 004 044 937 AFSL and Australian Credit Licence 230686.
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