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INVESTMENT UPDATE 15 October 2008  

 
This Investment Update has been prepared in consultation with the NTGPASS implemented investment 
consultant. The Update provides a summary of how your NTGPASS benefit may be affected by recent 
events and answers some questions you may have as a result. 

The volatility in global investment markets has featured heavily in the news recently. Governments 
around the world have moved to restore confidence in the global financial system by cutting interest 
rates and pledging over $3.2 trillion in a variety of schemes that guarantee bank deposits, bank-to-bank 
lending, and the purchase of new securities to shore up bank capital. 

This week, the Australian Government announced an economic stimulus package totalling around 
$10.4 billion. The range of measures includes one-off payments to pensioners and full-scale pension 
reform in the next Budget, additional family tax benefits, additional assistance for first home buyers and 
new training places. Other measures include a one per cent cut in the official bank rate and a 
government guarantee on all savings deposits and loans used by Australian banks to raise capital on 
wholesale markets. 

Q: What is happening in investment 
markets? 

The short answer is, a lot! But the most 
important thing to remember is: don’t panic. 
Investment markets are volatile by nature. 
Investment returns vary from year to year but 
they tend to follow cycles over the long-term.  

This means that in some years investment 
returns are relatively high – as has been the 
case for several years leading up to 2007 – 
while in other years, the returns are low or even 
negative, as has been the case in the past year. 

It is important to take a long-term view when 
considering your superannuation investments. 

When viewed over the short-term, investment 
returns can appear erratic, but when viewed over 
longer time periods, returns are more stable, as 
positive returns offset negative returns. 

Q: What triggered the fall in investment 
markets? 

The problem started in the United States as a 
result of the loose lending standards applied to 
home loans. It became apparent in the middle 
of 2007, and quickly spread to other countries, 
becoming what is now commonly known as ‘the 
sub-prime crisis’. 

A number of major US banks and lenders had 
provided home loans to individuals who simply 
didn’t have the capacity to make regular 
payments on these ‘sub-prime’ loans. When 
interest rates eventually rose (they had been 
low for quite some time) defaults on the loans 
began to increase.  

These defaults were compounded by a 
widespread decline in house prices and weaker 
employment conditions. 

While many of these loans were made to US 
home borrowers, the burden of the loan defaults 
fell not just on US lenders, but on global 
companies and investors who had indirectly 
provided the financing for these ‘sub-prime’ loans. 

As a result, billions of dollars of ‘bad loans’ were 
written off by the banks and lenders – putting 
great strain on the global financial system. 
When this ‘crisis’ became evident it significantly 
affected consumer and investor confidence. 

The drop in confidence, together with a weaker 
economic outlook and rising fuel prices across 
the globe (and in Australia’s case, rising interest 
rates) put pressure on investment markets, as 
individuals, companies, investors and borrowers 
have become more cautious. 

This led to a drop in investment markets in 
Australia and overseas. 

Q: How has the recent market volatility 
affected my NTGPASS benefit? 

It all depends on how much you have in your 
NTGPASS member account and the investment 
option you have selected. Your benefit is also 
affected differently depending on whether you 
are an active member or a retained member.  

If you are an active NTGPASS member, (still 
employed by the Territory government and 
contributing between 2%-6% of your salary to 
NTGPASS) the employer component of your 
super is guaranteed by the government.  
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This component is a defined benefit which is 
calculated according to a formula based on your 
length of membership, contribution salary and 
your contribution percentage. This amount 
usually makes up the largest component of your 
final benefit. Importantly, this part of your 
NTGPASS benefit is not impacted by 
investment markets. 

The remaining, typically smaller component is 
your member accumulation account. It is this 
component that is affected by investment 
markets. 

This is important to keep in mind when looking 
at the effect of recent market returns on your 
super. 

If you are a retained member (ceased 
employment with the Territory government and 
retained all or part of your benefit in NTGPASS) 
all of your superannuation is held in your 
member accumulation account. 

It is only the member accumulation account that 
is invested in your chosen investment option 
and is subject to investment returns.  

Q: How is my member accumulation 
account invested? 

Your member accumulation account is invested 
in what are known as ‘asset classes’, which 
include shares, property, fixed interest and 
cash. The amount in each asset class depends 
on the investment choice you have made. 
NTGPASS provides investment choice so that 
you can select the option that best matches 
your investment needs and risk tolerance. If you 
haven’t made a choice, your money is invested 
in the default, which is the Growth Option. 

The five investment options you can choose to 
invest your NTGPASS accumulation account in, 
range from Aggressive (which has the largest 
allocation to shares and property) to 
Conservative (which has the least invested in 
shares and property). As shares and property 
performed poorly over the past year, the higher 
the allocation invested in these asset classes, 
the more your member accumulation account 
balance will have been negatively impacted. 

Q: Are other superannuation funds 
experiencing the same volatility? 

Yes, the effects of this year’s investment market 
volatility are being felt globally. All 
superannuation funds are dealing with the same 
circumstances – and challenges – that 
NTGPASS has. You are not alone with your 
concerns. Most of us have not seen negative 
returns for a number of years, primarily due to 
strong Australian and global share markets. 

The table below shows the average investment 
returns that NTGPASS members have received 
from the default investment option (the Growth 
Option) compared to the average return of a 
wide selection of other funds. It illustrates that 
the Growth Option has posted better returns 
than the average of many other funds. 

 
^ The Mercer Balanced Funds Survey represents a wide selection 
of Australian funds for superannuation investors. These funds 
have a similar proportion of growth assets to the NTGPASS 
Growth Option.  

It is important that you don’t look at the returns 
posted for the last year in isolation. Take a look 
at the next table, which features asset class 
returns from commonly-reported indices. 

 
* Performance summary to 30 June 2008. 3 year and 5-year 
returns are annualised (i.e. % pa). All returns are quoted before 
fees and taxes.  Returns quoted are taken from commonly-
reported indices. Please note that past performance is not a 
reliable indicator of future performance.  

In all cases (except Australian listed property), 
the average annual returns for each asset class 
are positive over the longer term periods of 
three and five years – despite some negative 
returns over the last six to 12 months. 

Another important point is that the returns 
posted at 30 June 2008 – as featured on your 
member statement – are not locked in going 
forward. The returns change daily, and are 
applied weekly, which of course affects your 
superannuation balance on an ongoing basis. 
You can get updated returns by logging onto 
the NTGPASS website 
http://www.nt.gov.au/ntt/super/.  

NTGPASS Investment Rates of Return to 30 June 2008  

 

You can also look at the Member Investment 
Choice and Allocated Pension booklets or the 
Annual Report for more information on how much 
your option has invested in each asset class.  

Q: If I feel uncomfortable with the way the 
markets are performing, do I need to do 
anything to safeguard my superannuation? 

Try not to look at the returns posted this year in 
isolation. Superannuation is a long-term 
investment. Investment markets – particularly 
share markets – are generally volatile but over 
the longer-term, they have historically provided 
higher levels of returns. 



NTGPASS Investment Update – Comments on financial market volatility  

   Page 3 of 3 

Low or negative returns posted in years such as 
this year, are often offset by positive returns in 
past and future years. While your NTGPASS 
accumulation account balance may have 
declined recently, don’t forget to consider how 
much it has increased over the longer-term. 

The following chart gives members a visual 
perspective on how the main asset classes 
have performed over a 15 year period. 

 
This comparison is based on historical performance and is not 
indicative of future performance (future performance is not 
guaranteed and is dependent upon economic conditions, 
investment management and future taxation).  
Source data based upon the following: Australian shares: All 
Ordinaries Accumulation Index, Global shares: MSCI World Gross 
Accumulation Index ($A), Property: ASX 200 Property Accumulation 
Index (Property Trust Accumulation Index prior to July 2000), 
Australian bonds: Commonwealth Bank Bond Index, Cash: UBS 
Warburg Bank Bill Index.  

As you can see, there is a general upward trend 
in returns over the longer-term despite the 
many occasions where the market has fallen. 

If you still feel uncomfortable about how the 
markets are performing and the potential impact 
on your superannuation, we recommend you 
seek advice from a licensed financial adviser. 

Q: What will happen to my member 
accumulation account if I switch investment 
options? 

If you want to change your investment option, 
you will need to complete a member investment 
choice form which is available from our website.  

Each investment choice option has unique 
characteristics and associated risks, which 
mean they perform somewhat differently in 
certain market conditions. It is important you 
choose an investment option that matches your 
investment needs and tolerance to risk. 

 
You should make sure you understand the 
effect on your accumulation account when 
switching between investment options.  

Investment switches are actioned within four 
weeks from when they are received by the 
Superannuation Office. 

When switching from one investment option to 
another, your accumulation account is re-valued 
using the current investment return for your 
existing investment option. The resulting re-
valued amount is then switched into your elected 
investment option.  

Q: What is the outlook for next year? 

There are no guarantees when it comes to the 
future performance of investment markets.  

World events such as political unrest – as well 
as economic factors such as consumer 
confidence – can all affect the strength of an 
economy. This can then have flow-on effects for 
the performance of markets. 

Again, it is important to remember investment 
markets are cyclical in nature – poor returns in 
some years are often offset by positive returns 
in future years.  

Historically, ‘bear markets’ such as the current 
one have lasted around 15 months, although 
the 1980-82 bear market lasted around 32 
months. Investment markets peaked in 
November 2007 and we are around 11 months 
into the current bear market. 

The NTGPASS Trustees are very conscious of 
the impact that the current market volatility has 
had on NTGPASS member account balances. 
Negative returns may continue for some time, 
particularly those investment options with a high 
allocation to shares. 

The NTGPASS Trustees, along with MLC, are 
closely monitoring investment markets 
domestically and globally, and the performance 
of its investment managers. 

While the Northern Territory Superannuation 
Office cannot provide financial planning advice 
we can offer information about your 
superannuation account. If you wish to discuss 
your superannuation please call us on 
08 8901 4200 or free call 1800 631 630.  

 

 

 

 

Disclaimer 

The information made available in this newsletter is provided as a guide only and has been prepared without 
taking into account your personal objectives and financial needs. You should consider any information on this 
form in light of your personal circumstances. You may wish to consult a licensed financial planner to do this. 

The Commissioner of Superannuation and the Northern Territory of Australia accept no responsibility for any 
losses arising from any use or reliance upon the information or conclusions reached using the information. 

 


