What you need
to consider
before accessing
your super early
Your financial security in the 2019/2020
coronavirus pandemic.
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How this guide can help
All around the world there is a growing economic crisis impacting people’s
financial security as a result of the 2019/20 coronavirus pandemic. In response
to the resulting economic crisis, the Australian government has opened up
early release of super to eligible individuals who have been financially affected
by Covid-19.
EISS Super has created this detailed guide to help you understand your options
in terms of early super release. You will learn more about:

What’s on offer and
eligibility

Implications of
early withdrawal

Potential
outcomes

What the government is
offering, who’s eligible, and
what you can access.

The short- and long-term
implications of withdrawing
your super early and whether
you should wait it out.

Examples of outcomes based
on your current age and
how much you could end up
missing out on in retirement
savings by withdrawing early.

EISS Super: helping you see your super clearly
EISS Super is a multi-award winning industry super fund managing $6 billion for more than 22,000 members.
Established in 1997, we’re one of the lowest cost super funds in the market. Our fund is run only to benefit
members and managed by genuine people working as hard as you do to secure your future. We’re committed to
supporting our members in enjoying the retirement lifestyle they desire, by offering a safe choice that protects
your money and keeps your super in safe hands.
As part of our commitment to our membership, we offer quality superannuation and financial planning services in
addition to low fees*

* Rainmaker Information, Superannuation Fee Review, March 2019) and stable, long-term returns. Our educational materials are designed to make super simple and to help you see your
future clearly. In uncertain times, we’re supporting our members and prospective members with information materials like our Covid-19 information hub and this guide.
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THE IMPACT OF THE ECONOMY AND RECESSIONS

How the economy can impact
superannuation balances
During times of economic growth, your super balance is likely to grow as share
prices, property prices, and the value of other investment types rise. Recessions,
however, bring with them falling or volatile stock prices, bond yields, property
values, and other asset prices, and hence a decline in your super balance.
Rising unemployment can push consumer spending lower, which can have a
worsening effect on the economy.
Downturns are a normal part of any economy, but recessions can be brought
about by a number of factors, including external events like the Covid-19
pandemic. If you haven’t already reviewed your super investment strategy, it’s
a good time to do so. Speak to your financial advisors about rebalancing your
super to best protect yourself against the current volatility.
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Types of super funds and
investment strategies
Most super funds are accumulation funds (rather than defined benefit funds),
which means the value of your super depends on how much you and your
employers put in and the investment returns.
What is a super fund
Essentially your super is a trust that holds your money in certain types of investments. These include cash,
shares, property, bonds and other fixed interest investments, and private equity. The types of investments or
asset allocation mix reflects your investment strategy. Investment strategies can be broadly categorised as:

Low risk

With a conservative strategy, there is a lower likelihood of a negative return but potential returns
are usually lower. Your asset allocation mix might be highly diversified to offset volatility and could
be 40% growth assets and 60% defensive assets and so result in less impacted by recessions.

Medium risk

This type of strategy is associated with modest risk and moderate long-term returns. A
balanced strategy might have 75% in growth assets and 25% in defensive assets, and a balance
invested with this strategy could be moderately to significantly impacted by a recession.

High risk

High-risk or growth investment strategies are focused on high long-term returns and come with
a corresponding level of risk. This type of strategy could comprise 95% growth assets and 5%
in defensive assets so, while returns may be high when the economy is growing they can be
significantly impacted by a recession.

Over decades, different investment strategies or asset allocations can potentially lead to differences of hundreds
of thousands of dollars for your super balance.

Reasons behind different investment strategies
Why do and should people choose to invest differently? The key reasons include your age, personal goals, and
risk profile. Rather than setting and forgetting, it’s advisable to review your investment strategy regularly. You can
easily change your investment strategy by logging into your secure online member account to change it online or
by directly contacting your super fund.

Age

Personal goals

Risk profile

Your current age and time to retirement
is a major consideration when selecting
your super investment strategy. As a
general rule, the longer you have until
retirement, the more risk you might
be able to take on, with the associated
potential for higher growth.

If you’re seeking to preserve value
rather than achieve high growth, a
more conservative strategy would
probably be best for you.

The more risk averse you are, the
more likely you might be to choose a
conservative investment strategy.
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What is early access to super?
And why now?
On the 20th of April 2020, the ATO started accepting applications for early
release of superannuation if your employment has been affected by Covid-19,
allowing eligible people to take money out of their super before they reach their
preservation age. Usually, early access to super is allowed only in very limited
circumstances.

Why is the government
offering it?

Why early access might not be
suitable for you?

COVID-19 may lead to the biggest economic
contraction since the Great Depression. To help
Australians most at risk of adverse financial impact,
the government has introduced early release of up
to $20,000 in super. You can access up to $10,000
in the 2019/20 financial year and another $10,000
in the 2020/21 financial year.

While accessing up to $20,000 of your super might
sound appealing, it might not be the best decision
for you. Keep in mind the compounding-growth
effects of your superannuation balance over 10,
20, and 30 years or more.
Early withdrawal will impact how much you will be
able to withdraw, tax free, in retirement.

Eligible individuals include people who are
unemployed, are eligible for certain government
benefits, and whose working hours or business
have been impacted. Australian’s who fit the criteria have until December 31 to lodge their request
to access superannuation early if they have been
financially impacted by Covid -19 and meet the
criteria.
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Advantages and drawbacks of
super early access
It’s best to obtain advice from a qualified financial planner before you decide.
A qualified advisor can give you specific advice relating to your situation. They
can work out exactly how much you’re likely to lose in retirement income and
explore other options, including other sources of emergency help from the
governments, with you. This would place you in a better position to make an
informed decision about your retirement nest egg, future financial security
and current finances.
Advantages
For those with no other options, early release
of super can help them cover some of their top
expenses like mortgage repayments, rent,
groceries, and utilities. It’s tax free, so you
don’t need to include it on your tax return or
pay tax on it.

Drawbacks

Another drawback to keep in mind is how it
could impact your default insurance products like
income protection insurance, life insurance, and
total permanent disability cover. If your balance
falls under a certain limit, you might not be able to
access these insurance products.
To find out more about how your insurance might
be impacted by COVID-19, check out our article,
Is your insurance pandemic proof?

The biggest drawback of early access to your
super is how much you end up losing by not
keeping that money invested and growing in your
super account. The longer you have until
retirement, the more money you could lose. Even
a few thousand dollars withdrawn now could lead
to a significant loss in funds down the line, as we
demonstrate on page 7 of this guide. You can also
check out ASIC’s MoneySmart calculator for more
information.
Pandemics don’t last forever and the market will
eventually recover, so if you withdraw money now,
you’re likely cashing out at or near the bottom of
the market. Your invested funds have probably
already lost some value (as much as 30%
compared with two months ago) and haven’t had
time to recover yet, and so you’re missing out on
the market recovery.
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What are the short and long-term
implications?
At EISS Super, we’re with you for the long haul and dedicated to supporting
you in seeing your future more clearly. We’ve created an easy-to-use super
withdrawals calculator to help you understand how taking out money now will
impact you – in the short term and the longer term.
Short-term implications

If you’re close to your preservation age (the age at which you can start withdrawing benefits), the impact of early access will be less severe. For example, as
our calculator shows, if you’re 58 years old, this is how much you could lose with
different amounts accessed*:

AMOUNTS ACCESSED

Amount Lost

Amount Lost

$25,068

$12,534
Amount Lost
Amount Lost

$6,267

$2,507

$2,000

$5,000

Long-term implications
AMOUNTS WITHDRAWN

$10,000

$20,000

The long-term implications of early super withdrawal can be considerable.
As our super-withdrawals calculator shows, the younger you are now, the greater
the losses are likely to be*.

AMOUNTS LOST

$2,000

$5,000

$10,000

$20,000

$2,000

$5,000

$10,000

$20,000

$2,000

$5,000

$10,000

$20,000

$2,000

$5,000

$10,000

$20,000

$3,064

$7,661

$15,321

$30,642

$3,938

$9,846

$19,692

$39,384

$5,062

$12,655

$25,310

$50,619

5,739

$14,347

$28,693

$57,387

55

yrs with 10-15 years
old to retirement

45

yrs with 20-25 years
old to retirement

35

Want to find out what
early access will mean for you?

yrs with 30-35 years
old to retirement

25

yrs with 35+ years
old to retirement

Try our calculator

*Please refer to the assumptions provided in our ‘Early access to superannuation calculator’.
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Should you react to the economy
or wait it out?
For some Australians, the choice is between paying the rent and putting food
on the table versus tens of thousands of dollars in lost retirement money. In this
case, you might decide you’re making the right choice in withdrawing some of
your super money now. However, if you withdraw from your super now, you’re
selling your investments when they’re likely close to the bottom of the market
and during a highly volatile period. Effectively, you could be squandering your
precious retirement nest egg because you’re selling cheap. Can you afford to
trade your retirement security for a relatively small windfall now?
Making the best decision for you
Whether it’s best for you to react to the economy
and withdraw your super now or wait it out
depends on your individual circumstances. You will
want to assess your options carefully and speak to
an experienced financial planner.
Getting professional advice gives you a complete
picture of the implications of early withdrawal and
ensures you’re making an informed decision.
It’s an uncertain time for all Australians. With so
much information out there, you might be finding
a lot of it to be confusing and even conflicting.
Rest assured there is no one right approach for
everyone when it comes to whether you should
withdraw your super early or not.
The right decision for you might not be the best
option for someone else. However, early
withdrawals from super should be seen as a last
resort.

Whether you decide to access some of your super
now or wait out the economic turmoil, first seek
advice and take a little time to understand your
options. You could be eligible for other sources
of emergency funding you weren’t aware of. This
could enable you to avoid taking out a significant portion of your retirement money and leave
your super working hard for when you’re likely to
need it most - in retirement. Accessing super now
means you’re locking in losses when the markets
are in a downturn. You could be missing out on
tens of thousands of dollars of returns or more,
as the funds could be growing over time in your
super fund.
If you’re looking to move your super or find a new,
low-cost superannuation fund that offers stable
long-term returns now is the time to begin planning your future. At EISS Super, we’re with our
members for the long haul, and our team is made
up of genuine people dedicated to protecting
your super.

Want to find out what
early access will mean for you?

Try our calculator
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Advice and help if you’re
experiencing financial hardship
If you’re experiencing financial hardship, know you have options.
Contact providers
and businesses

Contact your current household providers and ask how they can assist you. Banks, utility
companies, and other organisations typically have financial hardship provisions for their
customers. Chat with them about what they can do for you, whether it’s payment extensions
or some other assistance.

Federal
government
assistance

You could be eligible for JobSeeker or JobKeeper payments, Economic Support Payments,
and free childcare. If you’re a retiree, take note of the new reduced drawdown rates on
account-based pensions and deeming rates for the Age Pension and income support. These
measures minimise the need to sell down assets in a depressed market and could increase
your social security benefits.

State/territory
government
assistance

Find out more about the types of assistance from your state/territory government you
could be eligible for: New South Wales, Victoria, Queensland, Western Australia,
South Australia, Tasmania, the Australian Capital Territory, and the Northern Territory.

Superannuation
fund

Contact your super fund for any financial information they might be able to provide.

Free legal advice

If you’re facing legal issues, you can obtain free legal advice from groups such as
community legal centres, Legal Aid, and other agencies in your area. Find out more about
accessing free legal services here.

Food, bills,
housing, and
emotional support

You might be able to access help with food and bills from your local charities, community
organisations, and Centrelink. For housing assistance, contact your state/territory government’s
housing department. If you’re going through a personal crisis, contact a free counselling and
support service for confidential help. Find out more here.

Further information

For additional information about accessing superannuation
early, check out ASIC’s MoneySmart webpage.
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We’re here to help
get in touchship
EISS Super
201 Elizabeth Street Sydney

1300 369 901
eisuper.com.au
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