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Executive summary

 X While industry super funds (industry funds) exist 
to benefit members, investing in the best financial 
interests of members also supports the Australian 
economy: strengthening it, supporting businesses, 
and creating jobs. 

 X Thanks to mostly consistent policy settings over 
recent decades, industry funds have built a pool 
of investment capital that plays a vital role in the 
growth of the Australian economy. Industry funds 
today have investments of over $1 trillion, including 
more than $500 billion in Australian assets, and 
more than $100 billion in unlisted assets. 

 X Long-term, direct investment by industry funds 
supports a virtuous circle of job creation and 
productivity growth, which are critical to meet 
the challenges of an ageing population. When key 
infrastructure and assets are owned by industry 
funds, the incentives are aligned to create jobs 
and strong returns to members while providing 
productive infrastructure for our economy. 

 X Unlisted assets that offer higher returns at 
relatively low risk are an emerging frontier for 
super funds generally, but one in which industry 
funds have already been investing for some time. 
Industry funds have greater exposure to unlisted 
assets such as property, infrastructure, and equities 
than retail funds (20 per cent versus 5 per cent). 
On a risk-adjusted basis, a 40-year-old member of 
an industry fund would have been about $11,000 
better off over the past 10 years because of their 
investments in unlisted assets. At retirement, 
this could be worth about $137,000. 

 X Through their investments, industry funds 
are helping to boost domestic manufacturing 
capability and supporting agriculture and our 
regions. Industry funds have more than $3.3 billion 
invested in Australian agriculture, and over 
$29.5 billion invested in Australian companies 
with manufacturing capability. 

 X Industry funds are also increasingly moving into 
the business lending (debt finance) arena. They are 
providing capital to Australian businesses – both 
directly and through funding of non-bank lenders 
– where banks won’t. IFM’s Debt Investments team 
alone manages over $60 billion (as at 30 June 2022) 
in credit and cash strategies.  

 X Industry funds are responsible stewards of 
assets. Their long-term investment horizon 
creates incentives to invest responsibly and 
sustainably with strong environmental, social 
and governance principles. 

 X Industry funds are investing in opportunities to 
decarbonise Australia’s economy, including in 
renewable energy projects, and are supporting 
Australian businesses to decarbonise their 
operations. Industry super funds hold investments 
in projects that are helping to abate 3.6 million 
tonnes of carbon annually, growing to 14.2 million 
tonnes of carbon annually by 2030 based on 
developments in the pipeline. Combined, industry 
funds’ renewable energy investments provide 
enough power for 800,000 homes.

 X A strong and stable pool of national savings 
has helped cushion the Australian economy 
from shocks. Australian companies raised more 
than $8 billion in equity in 2020, supported by 
the country’s industry funds, across a range of 
sectors including those hit hard by the pandemic. 

 X Stable policy settings are essential if the Australian 
economy is to continue reaping all these 
benefits. The fundamentals of our super system 
– compulsion, preservation, and universality – 
must be protected. Adverse changes, such as the 
introduction of early-release schemes, or proposals 
to use super savings for anything other than 
retirement, would not only affect the retirement 
of Australians, it would also harm businesses, jobs 
and the broader economy. Government needs to 
safeguard the super system so that super funds 
can continue to invest in Australian businesses 
and support our economy.
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1. Introduction

Industry super funds (‘industry funds’) exist to benefit members. 
Delivering more money for members in retirement is their sole purpose. 

1 Industry Super Australia, ‘Millions of Australians Own Big Super, Report 1: How Super Gives Australians a Stake in the Economy, Builds Their 
Wealth, and Protects Them from Risk’, March 2022, https://www.industrysuper.com/media/big-super-delivers-australians-more-wealth/.

2 Industry Super Australia, ‘Industry Super and the Australian Economy’, ISA Report, November 2016, https://apo.org.au/sites/default/files/
resource-files/2016-10/apo-nid69904.pdf; Stephen Anthony and Gary Lu, ‘Super in the Economy 2020: Economic Paper’ (Industry Super 
Australia, 7 September 2020), https://www.industrysuper.com/assets/FileDownloadCTA/ISA-Super-in-the-Economy-2020.pdf.

Industry funds’ investments in the best financial 
interests of their members are inseparable from the 
health of the Australian economy. Thanks to mainly 
stable policy settings in recent decades, industry 
funds have become very large and active stakeholders 
in Australian companies, infrastructure projects and 
other long-term investments. 

Industry fund investments strengthen the economy 
and create jobs, thus creating a virtuous cycle: 
a stronger economy means more jobs, higher 
take-home pay, greater risk-adjusted returns for 
members from their super investments, and more 
savings for members’ retirement. 

This inseparable link between funds and the economy 
means any changes made to the super system not only 
affects members and their retirement outcomes, but 
also affects businesses that rely on super funds for 
investment, and the economy more broadly. 

This report is the second in a new series from ISA 
examining how industry funds’ distinctive investment 
approach strengthens Australia’s economy while 
delivering benefits for members.

The first report in this series, published in March 2022, 
focused on the benefits super funds deliver to millions 
of Australians and their families,1 including building 
wealth, putting a dignified retirement within reach, 
and giving working Australians a stake in the economy 
– while at the same time protecting them from 
financial risk. 

This report looks at the positive secondary outcomes 
that industry funds create through their Australian 
investments, building on ISA’s extensive research 
into this area.2 These benefits include creating 
jobs and supporting business growth, cushioning 
Australia’s economy from shocks, such as the Global 
Financial Crisis (GFC) and the coronavirus pandemic, 
and decarbonising our economy. 

This report uses case studies to illustrate various fund 
investments and showcase the positive spinoffs from 
their productive deployment of capital. The report is 
set out in the following sections. 

 X Investing in Australian businesses and jobs looks 
at how super funds help boost Australia’s domestic 
manufacturing capability, nurture home-grown 
ideas, and support agriculture and our regions. 
They also offer growing businesses alternative credit 
facilities, are investing to decarbonise Australia’s 
economy, and are responsible asset owners invested 
for the long term. 

 X Cushioning Australia’s economy from shocks 
describes how Australia’s super system supported 
the economy in the face of the GFC and the 
coronavirus pandemic. 

 X The right policy settings to drive investment looks 
at the importance of protecting the foundations 
of the super system (compulsion, preservation, 
universality), both to protect members’ savings and 
to ensure that funds can continue to invest for the 
long term in a stronger, greener economy. It also 
examines the importance of getting performance 
tests right, and how to drive further investment 
in Australian agriculture and ideas. 
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A NOTE ON TERMINOLOGY:

In this report the term ‘industry funds’ refers 
to all ‘profit-to-member’ superannuation funds 
including the 12 industry super funds that carry 
the Industry SuperFund symbol, but also several 
other ‘profit-to-member’ funds, such as Rest 
and UniSuper. 

IFM Investors (IFM), mentioned in several 
places in the report, is an asset manager 
established more than 25 years ago by a group 
of Australian industry super funds. It invests 
across four asset classes – infrastructure, debt, 
listed equities and private equity – on behalf 
of more than 600 like-minded pension funds 
and other institutional investors worldwide. 
It has approximately $200 billion of funds under 
management, which includes the retirement 
savings of approximately seven million 
Australians and more than 30 million working 
people worldwide.
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2. Investing in Australian  
businesses and jobs 

The growing pool of capital in the Australian superannuation system, which is 
invested on behalf of members, provides Australian businesses and workers with 
enormous economic support and opportunity.

3 CIO surveys, February 2022.
4 Source: ISA Analysis, MSCI, FTSE, Bloomberg, S&P, APRA Quarterly Superannuation Statistics.

Industry funds are a critical source of patient, long-
term funding. An investment horizon measured in 
decades allows funds to invest in illiquid strategies 
and investments that take a long time to come to 
fruition. Where long-term assets are concerned, such 
as economically vital infrastructure, industry funds are 
also inherently motivated to ensure the sustainability of 
those assets.

For industry funds, investing in Australian businesses 
and infrastructure offers significant advantages. 
These include a familiar and simpler tax and legal 
framework, lower management costs, franking credits, 
reduced currency risk, lower geopolitical risks, and the 
benefits of being familiar with local networks and local 
business practices. While about 2 per cent of global 
assets are Australian, industry funds have more than 
50 per cent of their investments in Australia.3 

Through their ownership of Australian-based assets, 
members enjoy returns from businesses that contribute 
to their quality of life and that boost the prosperity and 
wellbeing of their local communities. 

DRIVING HIGHER RETURNS AND LOWER RISK 
FOR MEMBERS: UNLISTED ASSETS ARE KEY 

The size, scale, and professional approach of industry 
funds enable investments in stable and profitable 
long-term assets that are not always listed on a stock 
exchange. These unlisted assets include many of 
Australia’s key strategic property and infrastructure 
assets, including seaports, airports, electricity 
distributors, toll roads, train stations, shopping centres, 
police stations, law courts, commercial office buildings, 
logistics and warehousing, residential aged care facilities 
and schools. Figure 1 provides a snapshot of some of 
the industry fund investments in Australian unlisted 
infrastructure assets. 

One key difference that sets industry funds apart from 
other funds is their relatively higher level of exposure to 
unlisted assets, which is a key reason for industry super 
funds’ outperformance. For example, industry funds 
invest 20 per cent of their funds in unlisted investments 
versus 5 per cent4 for retail funds. 

Figure 2 overleaf shows how returns on asset classes 
differ over time. Comparing the cumulative return 
on a $100 investment in a range of asset classes over 
a 10-year period shows that unlisted infrastructure 
outperforms all other asset classes bar one over 
a 10-year period. 
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FIGURE 1. A SELECTION OF INDUSTRY SUPERFUND INVESTMENTS AROUND AUSTRALIA, 2021

Source: IFM Investors, ISPT, NGS Super and CBUS Australian infrastructure investments, 2021. 

Source: ISA Analysis, MSCI, FTSE, Bloomberg, S&P.
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Another way to show the value industry funds 
generate from unlisted assets is to hold exposure 
to unlisted assets equal to that of retail funds while 
holding all other asset classes of industry funds 
constant, then comparing this to industry funds’ actual 
returns. This analysis increases the outperformance 
attributable to unlisted assets on a risk-return basis 
of 125 basis points with lower volatility (83 basis point 
reduction in standard deviation).

Greater investment in unlisted assets translates to 
more money for members. ISA analysis shows that, 
on a risk-adjusted basis, a 40-year-old member of an 
industry fund would have been about $11,000 better 
off over the past 10 years because of their investments 
in unlisted assets. At retirement, this could be worth 
about $137,000. 

PROVIDING AUSTRALIAN COMPANIES 
WITH  EQUITY CAPITAL 

Super funds are a vital source of the equity capital 
that Australian companies need to invest and grow. 
As of 30 June 2021, the share of the Australian Stock 
Exchange (ASX) market capitalisation owned by 
Australia’s superannuation funds is 36 per cent.5

Industry funds are significant investors in 
Australian equities

AustralianSuper is just one example of an industry 
fund that is heavily involved in Australian equity 
capital markets, providing new capital to support 
large Australian companies to expand their global 
operations and smaller emerging companies seeking 
to fund their growth. AustralianSuper has $59 billion 
invested in the Australian equity market. Since 2013, 
the fund has participated in 271 capital raisings, 
providing over $5.3 billion in new capital. The fund 
also participates in sub-underwriting activity, where it 
receives a fee for taking up any shares not purchased 
in the capital raising process. The fund has provided 
sub-underwriting commitments of $3.5 billion across 
65 transactions since 2013.

Industry funds invest in a variety of companies, 
large and small 

Industry funds don’t only invest in large businesses. 
Small- to medium-sized businesses benefit from 
industry fund investment right across Australia, 
particularly from smaller industry funds that tend 
to focus on smaller capital deployments. 

The longer-term impact of different asset allocations 
over time can be assessed by constructing different 
asset portfolios and using a time series of benchmark 
returns to determine the annual weighted returns for 
each portfolio. 

FIGURE 3. SIMULATION OF THE ASSET ALLOCATION 
FOR A TYPICAL INDUSTRY AND RETAIL FUND 
PORTFOLIO, ALONG WITH THEIR RETURNS 
AND VOLATILITY

Asset allocation

Asset class Industry 
Fund

Retail 
Fund

Cash 10% 13%

Australian fixed interest 9% 13%

International fixed interest 8% 8%

Australian Equity 22% 27%

International Equity unhedged 15% 18%

International Equity hedged 9% 4%

Unlisted Equity 5% 3%

Australian Listed Property 1% 2%

International Listed Property 1% 2%

Unlisted Property 8% 1%

Listed Infrastructure 2% 1%

Unlisted Infrastructure 7% 1%

Other 2% 4%

Performance

10-year return, per annum 8.63% 7.95%

10-year volatility, per annum 7.41% 7.87%

Source: Source: ISA Analysis, MSCI, FTSE, Bloomberg, S&P, 
APRA Quarterly Superannuation Statistics.
Note: The average annual return and volatility for the three 
representative funds have been calculated assuming constant asset 
allocation throughout the 10-year period of analysis.

5 Rainmaker Information, ‘Super Fund Influence over the ASX Is Falling’, 10 December 2021, https://www.rainmaker.com.au//media-release/super-
fund-influence-over-the-asx-is-falling.

Greater exposure to unlisted assets means industry 
funds can deliver higher returns with lower risk. As 
Figure 3 above shows, a typical industry super fund 
asset portfolio achieved lower volatility (46 basis 
points lower standard deviation) and higher average 
after tax investment returns (around 68 basis points 
per annum higher than a typical retail portfolio, 
unadjusted). Equivalised on risk, the industry-fund 
asset allocation outperformed by 118 basis points.
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FIRST SUPER INVESTS IN MANY 
SMALL- TO MEDIUM-SIZED 
ENTERPRISES

First Super, which has around $4 billion in funds 
under management, is a great illustration of a 
relatively small fund with focused investments in 
small to medium-sized businesses. For example, it 
has a $10 million investment in Scully Refrigerated 
Service Vehicles , a company that employs 40 
people and provides a national customer base with 
refrigerated trucks and trailers for sale and hire. 
The company has more than 700 trucks and trailers 
available for short- or long-term rental. 

First Super also has a $10 million investment in 
National Dental Care. Founded in 2013, National 
Dental Care is an Australia-wide network of dental 
practices. Over the last nine years it has grown from 
four to more than 65 practices, employing more than 
700 people. It is now one of the largest dental service 
providers in the country.
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CBUS INVESTING IN BIOTECH 
& VACCINE MANUFACTURING 
FACILITIES IN VICTORIA

CSL produces one of the widest range of 
plasma-derived therapies globally from 
its manufacturing site in Broadmeadows, 
Victoria. Since 2010, CSL has invested in three 
substantial new manufacturing plants at the 
site including one of Australia’s largest and 
most advanced biotechnology facilities, 
and facilities to manufacture and distribute 
therapies in the US and Europe. The new 
plants employ around 1,200 people. Cbus’s 
investment in CSL are helping to substantially 
expand CSL’s global production capacities to 
meet growing global need.8

In addition, Melbourne will soon be home to 
a new hi-tech vaccine manufacturing plant, 
helping protect the nation against future 
pandemics and flu seasons. The $800 million 
vaccine manufacturing facility will be operated 
by Seqirus, a subsidiary of CSL, and located 
at Melbourne Airport (part owned by IFM 
Investors). The complex will be the largest 
influenza vaccine manufacturing facility in the 
southern hemisphere, employing 1,000 workers 
and guaranteeing Australia faster production of 
locally made influenza, virus, and anti-venom 
treatments until 2036. The facility will be 
operational by 2026.7 

BOOSTING DOMESTIC MANUFACTURING 
CAPABILITY

Through their investments, industry funds are bringing 
onshore critical manufacturing capacity, and in doing 
so are helping to diversify Australia’s supply chains. 
Industry funds have $29.5 billion invested in Australian 
companies with manufacturing capabilities. One 
area where this is particularly prevalent is Australian 
vaccine manufacturing and biotechnology facilities.6 

6 ISA modelling. See assumptions in Appendix 2. 
7  Jack Paynter, Jade Gailberger, and Finn McHugh, ‘Melbourne to Get $1.8 Billion CSL Vaccine Factory to Respond to Future Pandemics’, 

The Australian, 15 November 2020, sec. Breaking News, https://www.theaustralian.com.au/breaking-news/melbourne-to-get-18-billion-csl-
vaccine-factory-to-respond-to-future-pandemics/news-story/ca6a251e3f9a5daec0188a55d2cb2260.

8 Bridie Byrne, ‘Expansion of CSL Behring in Broadmeadows to Secure Jobs, Bring More Employment’, Leader, 8 December 2017, sec. North West, 
https://heraldsun.com.au/leader/north-west/expansion-of-csl-behring-in-broadmeadows-to-secure-jobs-bring-more-employment/news-
story/bc43caa73c2328643ce6d7e2937abba7.

9 https://www.mtpconnect.org.au/images/2020%20MTPConnect%20Sector%20Competitiveness%20Plan.pdf 
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Industry funds are involved in a wide range of 
manufacturing investments around the country – large 
and small – helping to drive jobs growth and develop 
domestic manufacturing capacity. 

 X AustralianSuper is a major investor in Australian 
manufacturing with $6.4 billion invested across the 
top 20 domestic manufacturers.10 

 X Rest is an investor in Reliance Rail in Sydney, 
which manufactures and maintains train carriages 
operating on Sydney’s suburban rail network, 
supporting 150 full-time roles. These trains cover 
50 per cent of Sydney’s passenger journeys. 

 X Cbus is a significant investor in manufacturing in 
Australia, with around $1.5 billion invested across the 
top 20 manufacturers in Australia11, including CSL, 
Aristocrat, Ampol, Orica, Amcor and Bluescope Steel.12  

HOSTPLUS INVESTING IN LIFE SCIENCE 

Hostplus through Brandon Capital manages a portfolio of over 30 life science companies. The 135 ASX-listed 
Australian life science industry was valued at $179 billion in November 2018, up from $129 billion a year earlier. 
Manufacturing exports in this sector grew to $8.2 billion, which represents an increase of 16 per cent per 
annum from 2016. The sector supported approximately 68,000 jobs in 2019, jobs based on a high level of skill 
and training and with a positive impact on the broader economy.9

9 https://www.mtpconnect.org.au/images/2020%20MTPConnect%20Sector%20Competitiveness%20Plan.pdf 
10 As identified by IBISWorld’s Australia’s 2019 Top 100 Manufacturers
11 As identified by IBISWorld’s Australia’s 2019 Top 100 Manufacturers
12 CIO surveys, February 2022.

 X First Super is an investor in Manuflo, a leading 
manufacturer and supplier of Process Control 
Instrumentation and Flowmeters for liquid chemical 
admixtures and water for the premix concrete 
industry since 1965. It operates in Sydney and 
employs eight people. 

 X First Super is also an investor in Seven Miles Pty Ltd. 
Employing 200 people and based in Manly Vale on 
Sydney’s Northern Beaches, Seven Miles provides 
technical support and barista training for cafe 
customers in their region.
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HOSTPLUS INVESTING IN AUSTRALIAN START-UP BUSINESSES

Partnering with Square Peg, Hostplus supports the 
capital needs of close to 50 companies, employing 
3,400 people in Australia. Start-ups Hostplus 
invests in through Square Peg include: 

 X Athena – a digital fintech company employing 
175 people at its headquarters in Sydney NSW. The 
company helps customers reduce their home loan 
costs by gamifying the goal of paying down a loan.

 X Prospa – established in 2011 and employing 263 
people in Sydney NSW, the company has helped 
thousands of small businesses get access to finance 
using a smart proprietary technology platform. 

 X OwnHome – was founded in March 2021 and is 
Australia’s fastest-growing rent-to-buy platform, 
helping Australians get into their home and 
onto the property ladder. 

13 Australian Financial Review, ‘Blackbird, Square Peg to Lead Big Year for VC Raisings’, Australian Financial Review, 26 November 2021, sec. Street.
14 Dan Purves, ‘UniSuper’s $75m First Step into VC’, City Wire Australia, 24 March 2022, http://citywire.com.au/news/unisuper-s-75m-first-step-

into-vc/a2383265.

NURTURING HOME-GROWN IDEAS 
AND BUSINESSES – START-UPS AND  
VENTURE CAPITAL

Super funds are increasingly looking to capture value 
for members by helping commercialise Australian 
ideas and innovations through venture capital and 
start-ups. Funds’ exposure to venture capital has been 
relatively limited to date, but it is expected to grow as 
the venture capital industry matures and becomes an 
asset class in its own right. 

Industry funds are attracted to venture capital for 
several reasons including the potential for high returns, 
portfolio diversification, access to counter-cyclical 
exposures and return drivers, and portfolio hedge 
against disruption risk.

Hostplus is one of Australia’s largest investors in start-
ups with over $2.2 billion committed to the sector, 
typically through key partnerships with managers 
including Main Sequence, Brandon Capital and Square 
Peg. These investments are across renewable energy, 
open-source software, emerging technologies, human 
resources platforms and fintech, supporting more than 
70 companies and 4,500 high skilled jobs. 

AustralianSuper is another industry fund targeting 
start-ups and smaller companies aiming to expand, 
with $457 million invested in its Australian micro-
cap portfolio, which is focused on identifying and 
supporting companies at various stages of growth. 

Other industry funds are also making substantial 
investments through venture capital funds like 
Blackbird and Square Peg. Blackbird Ventures’ 
$652 million fourth fund, which closed in October 
2020, was backed by the Future Fund, First State 
Super (now Aware Super), HESTA, AustralianSuper, 
Telstra Super and Hostplus.13 UniSuper has committed 
$75 million into venture capital via fund manager 
Uniseed, which will cover existing projects as well 
as new developments across industries of the future, 
such as biotechnology, pharmaceuticals, quantum 
computing and green energy.14

OwnHome co-founders Tim Harley and James Bowe
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HESTA INVESTING IN HEALTH-TECH 

In November 2021, HESTA took a $120 million equity stake in a newly combined Genie Solutions and Citadel 
Group. Genie Solutions was founded in 1995 and has been providing practice management solutions to 
Australian medical specialists for over 20 years. HESTA invested in Genie in 2017, supporting its growth to 
the point where it is now a leading market provider of digital support for the rapidly expanding healthcare 
sector. Citadel was founded in 2007 and is a global software and services firm specialising in markets such 
as Health, Defence, and large enterprise deployments, with significant market share in Australia for public 
pathology and oncology data management. The combined business is expected to be the leading software 
provider for medical specialists, diagnostic testing, and medical treatment in Australia.

IFM INVESTING IN THE NDIS 

Based in Adelaide, My Plan Manager is Australia’s 
largest National Disability Insurance Scheme (NDIS) 
plan manager, employing 328 people as at 30 June 
2022. CEO, Jane Kittel (pictured) says its mission is to 
create an inclusive Australia where everyone can reach 
their full potential. For people living with disabilities, 
this means enabling their right to exercise choice and 
control in pursuing their goals, to access high quality 
care and support, contribute to social and economic 
outcomes, and live an independent life. My Plan 
Manager was a founder-led-and-operated business 
before IFM acquired a significant majority equity stake 
in 2019 to grow and develop the company. 
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CBUS INVESTING IN 
PRODUCTIVITY SOFTWARE

Nitro is a global document productivity 
software company enabling digital document 
workflows, reducing printer volumes, and 
providing cost and environmental benefits. 
Nitro has over 3 million licensed users and more 
than 13,000 business customers in 157 countries. 
Founded in 2005, Nitro employs 348 people 
across the globe with hubs in San Francisco, 
Toronto, Dublin, London, and in Melbourne. 
Cbus has been a shareholder of Nitro since 
listing in 2019 and has supported capital raising 
during the pandemic and to support recent 
acquisitions.15   (Pictured: Sam Chandler, Nitro 
founder & CEO)

CBUS INVESTING IN HIGH-TECH AUTO PARTS 

Carbon Revolution, which employs 400 people at its facility in Geelong, Victoria, manufactures advanced 
carbon-fibre wheels. The wheels, which are currently used by Ford, Ferrari and Chevrolet, significantly 
reduce road noise and deliver efficiency gains, in turn improving fuel consumption or – in the case of 
electric vehicles – range. The company came under financial pressure at the beginning of the coronavirus 
pandemic due to supply-chain issues. Cbus injected capital in the business both at the onset of the 
pandemic and again more recently to enable expansion of their production capacity.16

15 Charlie Taylor, ‘Nitro Software to Double Headcount at Irish Operation’, The Irish Times, 15 November 2021, https://www.irishtimes.com/
business/technology/nitro-software-to-double-headcount-at-irish-operation-1.4728479. 

16 Dave Cairns, ‘Carbon Revolution to Double Geelong Workforce’, Geelong Advertiser, 15 May 2021, sec. News, https://www.geelongadvertiser.
com.au/news/all-the-latest-geelong-business-news-for-the-week-of-may-10/news-story/6c026b96c0423bafeb780aecbdfa5184. 
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INVESTING IN AGRICULTURE  
AND REGIONAL INVESTMENTS

Agriculture is a significant industry in regional Australia 
and while it includes the operation of farmland, it can 
also include other related subsectors that are part 
of the supply chain, including water trading, food 
processing, or horticulture. 

Australian Bureau of Agricultural and Resource 
Economics and Sciences (ABARES) statistics show 
agriculture accounted for 1.9 per cent of total GDP 
and 2.5 per cent of employment in 2020–21.17 Of the 
$67 billion in total value produced, approximately 
23 per cent was attributable to the cropping sector, 
an estimated 0.4 per cent share of GDP. 

Funds are investing in ways that support Australia’s 
agricultural sector and the regions, and which provide 
a further opportunity to diversify their portfolios. 
Industry funds have more than $3.3 billion invested 
in Australian agriculture.18

Examples of industry fund investments 
in Australia’s regions and agriculture

Industry funds hold important direct investments 
in agriculture – AustralianSuper, for example, has 
$230 million invested in Australian listed agriculture-
related companies such as food production and 
processing, and technology related to agriculture 
production.19 IFM Investors currently provides over 
$100 million in financing of livestock to Australian 
farmers through non-bank lenders.20  

Funding through non-bank lenders fills an important 
gap for farmers, as loans from Authorised Deposit 
Taking Institutions (banks) are often restricted to 
working capital purposes, such as crop inputs or 
livestock, while non-bank loans can have broader 
application. 

Industry funds also invest in smaller agribusinesses. 
NGS Super, for example, has investments in 
agricultural products ($12 million), fertilisers and 
agricultural chemicals ($14 million) and packaged 
food and meats ($39 million).21

REST INVESTING IN CROPPING 

Warakirri Cropping is one of Australia’s 
largest grain growers, employing 119 people. 
It owns and operates a diversified portfolio 
of over 130,000 hectares of rain-fed cropping 
farms across Victoria, New South Wales, 
Queensland, and Western Australia. With 
more than $600 million invested in Warakirri, 
Rest has also committed $400 million to 
expand its agriculture portfolio over the 
next four years. 

Warakirri supports associated business 
activities which provide further employment in 
areas including grain milling, cereal, pasta and 
baking mix manufacturing, prepared animal 
feed manufacturing, oil and fat manufacturing, 
cereal grain wholesaling and grain storage 
services. The grains industry also stimulates 
regional employment through the transport, 
logistics and packaging services industries.22

17 ABARES, ‘Snapshot of Australian Agriculture 2022’, ABARES Insights (Canberra, 2022), https://daff.ent.sirsidynix.net.au/client/en_AU/search/
asset/1033241/0. 

18 Interviews with ISA member funds 2020; value updated with ISA modelling, August 2022 
19 CIO surveys, February 2022.
20 CIO surveys, February 2022. 
21 CIO surveys, February 2022.
22 CIO surveys, February 2022.
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HOSTPLUS INVESTING IN THE REGIONAL RENEWABLE INDUSTRY 

Hostplus has partnered with the Clean Energy Finance Corporation and Octopus Australia to develop a 
renewable energy generation project in Gippsland Victoria, which has been earmarked to help replace the 
Yallourn coal-fired power station, which is scheduled for closure. 

The three partners will develop the Gippsland Renewable Energy Park (GREP), which is still at the early 
stages of development, but is expected to include wind and battery storage in the first phase. Solar and 
green hydrogen could be added at a later stage.

The 3000-hectare GREP site is in the heart of the proposed Gippsland Renewable Energy Zone. Octopus 
Australia estimates that construction and development of the GREP will generate several hundred 
jobs in a region that has been hit by bushfires and the decline of local industries including timber and 
coal-based generation.23 

Construction of the GREP is expected to begin by 2025, three years ahead of the closure of Yallourn, 
Australia’s dirtiest coal-fired power station. The investment has significant potential to aid the country’s 
energy transition and boost local employment.24 

Industry funds are big investors  
in regional industries 

In addition to investments in agricultural businesses, 
industry funds invest in a broad range of other businesses 
operating out of regional areas. AustralianSuper, for 
example, has $8.6 billion invested in ASX listed mining 
companies which have significant regional operations.

Renewable energy is another industry that has been 
growing quickly and is projected to grow as Australia 
continues to decarbonise its energy generation assets. 
Renewable energy generation is often regionally 
based, and industry funds are among the biggest 
investors in this important and growing part of 
regional economies.

23 https://www.minister.industry.gov.au/ministers/wilson/media-releases/85m-build-innovative-gippsland-renewable-energy-park
24  Colin Packham, ‘Hostplus Joins Development of Victoria Renewable Project’, Australian Financial Review, 15 March 2022, https://www.afr.com/

companies/energy/hostplus-joins-development-of-victoria-renewable-project-20220315-p5a4q2.
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LENDING TO AUSTRALIAN BUSINESSES – 
A COMPETITIVE ALTERNATIVE TO THE BANKS 

Industry funds provide an increasingly important 
source of debt finance (lending) for Australian 
businesses and fill a critical gap in the lending market. 
While industry funds can lend directly, they more 
usually provide funding through non-bank lenders, 
thereby competing with traditional banks for 
business lending, as well as in the areas of residential 
mortgages, car loans and credit cards. 

Industry funds often provide capital where banks 
won’t. For example, banks can be reluctant to wear 
the capital charge associated with certain business 
loans where margins are lower. This allows new asset 
managers to set up deals to directly finance through 
industry funds, at reasonable scale and lower cost. 

IFM Investors is a prime example of the role funds 
are now playing in debt finance. It is one of the largest 
non-bank lenders and fixed income managers in 
Australia. Its debt investments team alone manages 
over $60 billion (as at 30 June 2022) in credit and 
cash strategies. 

IFM works with non-bank lenders in consumer lending 
or micro-business lending, where it has exposure to 
400,000 Australian households. IFM’s Diversified Credit 
Team specialises in financing for small and medium 
businesses, providing finance to non-bank lenders for 
cars and home loans, and finance to farmers buying 
cattle.25 And its lending activity is increasing: four years 
ago, IFM’s local credit team completed about 20 deals 
a year, while in 2021 it was around 45.

HOW IFM HELPED LAUNCH CARS24 

Online used-car marketplace Cars24 is revving up its expansion in Australia thanks to a $100 million cash 
injection from IFM Investors.26  The $100 million debt facility will fund its ambitions to be one of the largest 
used-car dealers in Australia. Since launching in 2021, Cars24 has grown to more than 150 local employees 
across NSW, Queensland and Victoria. 

25 Hiran Wanigasekera, ‘The Opportunity in Australian Private Debt Markets’ (IFM Investors, June 2019), https://www.ifminvestors.com/insight-
article/the-opportunity-in-australian-private-debt-markets.

26 Anthony Macdonald, Yolanda Redrup, and Sood Kanika, ‘Cars24 Secures $100 Million Debt Facility with IFM’, Australian Financial Review, 
4 November 2021, https://www.afr.com/street-talk/cars24-secures-100-million-debt-facility-with-ifm-20211104-p595wr.
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HOSTPLUS INVESTING IN 
RENEWABLE GENERATION 

Hostplus has invested in PowAR (now renamed 
Tilt Renewables), which is on track to be Australia’s 
largest renewable energy business. It has more 
than 1,300MW of operational capacity and 
greater than 3,500MW of development assets 
across solar, battery storage, and peaking 
capacity. The company will generate enough 
power to run approximately 1,000,000 Australian 
homes a year. Its 58 turbine Silverton Wind Farm 
in NSW can generate 780,000 megawatt hours 
of clean, renewable electricity a year – enough 
to power 136,000 homes. Its soon-to-be-
completed 453-megawatt Coopers Gap Wind 
Farm in Queensland – one of Australia’s biggest 
– will power up 264,000 homes a year. 

Several industry funds are directly involved in 
supporting niche, private-debt non-bank lenders in 
Australia. Rest, for example, has recently provided 
debt facilities for schools and toll roads, including 
Lane Cove Tunnel – the toll road that links Sydney’s 
north-west to the CBD; the Queensland Motorway 
toll road network in Brisbane; and Eduwest, a public-
private partnership to build primary and secondary 
schools in greater Perth.

INVESTING TO DECARBONISE

Climate change is one of the most significant issues 
facing investors today. Industry funds support the 
goals of the Paris Agreement on climate change 
and many have set ‘net zero by 2050’ goals. They are 
investing directly in the opportunities provided by 
a growing clean economy, helping to decarbonise 
existing investments. 

The need to decarbonise Australia’s businesses and 
economy has been emphasised by both domestic 
and international regulators. ASIC and APRA have 
released guidance making it clear that dealing with 
the risks of climate change is a core part of managing 
financial risk. Industry super funds hold investments 
in projects that are helping to abate 3.6 million tonnes 
of carbon annually, growing to 14.2 million tonnes of 
carbon annually by 2030 based on developments in 
the pipeline.27

Industry funds investing in clean energy 
generation 

Replacing Australia’s energy infrastructure with 
renewable generation and building additional 
transmission lines is an enormous task that the Clean 
Energy Finance Corporation estimates will require up 
to $100 billion of investment over the next 20 years. 

The Australian Energy Market Operator’s (AEMO’s) 
integrated system plan (ISP) for FY22 outlines the scale 
of investment required to transform the National 
Electricity Market,28 including the need to increase our 
energy storage thirty-fold, and our grid wind and solar 
generation by nine-fold.

By investing directly and indirectly in renewables 
and electricity grids, industry funds are both taking 
meaningful action and creating jobs and opportunities 
right around Australia, especially in the regions. 
Most industry funds have significant investments in 
cleaner energy projects, including the Warradarge 

Wind Farm (Cbus), Albany Grasmere Wind Farm (Cbus); 
Hallet Hill Wind Farm (NGS Super); Snowtown 2 
Wind Farm (HESTA) and Greenough River Solar Farm 
(Cbus). Combined, industry funds’ renewable energy 
investments provide enough power for 800,000 homes.

IFM provides an example of how funds are already 
seizing the decarbonisation opportunity. In FY21, 
investments in renewable energy assets, including 
solar, wind and hydro, represented 42 per cent of 
the total capital deployed by IFM’s Infrastructure 
Debt team. Decarbonisation initiatives are also 
creating investment opportunities for other asset 
classes too. Battery materials, for example, are a 
growing area of focus for IFM’s small cap listed 
equities practice.29 

27 CIO surveys, February 2022, ISA modelling. See Appendix for assumptions.
28 Australian Energy Market Operator, ‘Draft Integrated System Plan: For the National Electricity Market’, trans. AEMO, December 2021.
29 IFM Investors, ‘Responsible Business Report’, 2021, https://www.ifminvestors.com/insight-article/2021-responsible-business-report.
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REST INVESTING IN REGIONAL RENEWABLE ENERGY AT COLLGAR WIND FARM 

Collgar Wind Farm is a renewable power project at Merredin in Western Australia’s central wheatbelt, fully owned 
by Rest. Built on 18,000 hectares of land, it has 111 wind turbines generating up to 750 GWh per year – enough 
electricity to power 160,000 homes. As at 2021 the project had generated 20 local jobs, plus revenue for local 
farmers through land leasing.30 The Collgar Community Fund (CCF) grants $100,000 annually to local projects.31

CBUS SUPPORTING STAR OF THE 
SOUTH, AUSTRALIA’S LEADING 
OFFSHORE WIND PROJECT

Cbus has a 10 per cent stake in Star of the South, 
which will be Australia’s most advanced offshore 
wind project. The proposed 2.2-gigawatt wind farm, 
located in Gippsland and employing 2,200 people, 
and will help to replace the generation capacity 
lost once Yallourn is retired.32 Star of the South has 
been earmarked by the Victorian State Government 
as critical to its target of generating 20 per cent of 
the State’s energy needs from offshore wind within 
a decade.33 

30 https://www.collgarwindfarm.com.au/about, FY21.
31 https://cdn.rest.com.au/rest_web/media/documents/why-rest/about-rest/sustainability/collgar-windfarm-infographic.pdf
32 https://www.starofthesouth.com.au/news-media-releases/funding-boost-for-australias-first-offshore-wind-project
33 Colin Packham, ‘Cbus Buys 10pc Stake in Australia’s Leading Offshore Wind Project’, Australian Financial Review, 1 June 2022, sec. energy, 

https://www.afr.com/companies/energy/cbus-buys-10pc-stake-in-australia-s-leading-offshore-wind-project-20220601-p5aqdu
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Industry funds working with companies 
to decarbonise

As well as transforming Australia’s energy mix, industry 
funds are engaging with Australian businesses to help 
decarbonise their operations. 

Industry funds are working with businesses to reduce 
emissions and adapt to a low-carbon environment, 
both directly and through organisations like the 
Australian Council of Superannuation Investors (ACSI). 

On behalf of its members – long-term investors 
such as industry funds – ACSI closely engages with 
companies to understand their approach to managing 
climate-related risks and opportunities relevant to 
their businesses. It seeks to understand the challenges 
they face, and clearly communicate the expectations 
of investors such as industry funds. For example, ACSI 
expects companies facing material climate-related 
risks to disclose their risks, set Paris-aligned emissions 
targets, and align their corporate strategy. To further 
support this engagement, ACSI supports the adoption 
of ‘Say on climate’ votes at company AGMs – whereby 
companies provide investors with an advisory vote on 
the company’s management of climate-related risks 
and opportunities.

HESTA OPPOSES AGL DEMERGER

In early 2022, HESTA publicly indicated 
its opposition to the demerger of AGL, 
Australia’s largest fossil fuel power generation 
company. HESTA argued that maintaining the 
company as a single entity was a better way to 
transition to net zero emissions and was in the 
best financial interests of its members. HESTA 
CEO Debby Blakey said: ‘Responsible investors 
have a responsibility to their members to go 
to where the biggest emissions are and as 
owners try and first change the behaviour of 
these companies.’ 

34 https://www.ifminvestors.com/docs/default-source/insights/ifm-investors---net-zero-by-2050-and-we-are-starting-now.pdf?sfvrsn=39f12105_2 

Industry funds are significant owners of property, and 
another way they are helping corporates decarbonise 
is by installing renewable energy generation in their 
building assets. IFM Investors, for example, recently 
completed an onsite solar farm through its investment 
in Melbourne Airport, which is expected to generate 
up to 15 per cent of the airport’s annual electricity 
consumption – enough to power all four passenger 
terminals. The renewable energy generated will help 
prevent up to 15,300 metric tonnes of CO2 emissions 
entering the atmosphere.34

This is just one of several initiatives in renewable 
energy generation that IFM has made to reduce 
the climate impact of its investments. At Brisbane 
Airport it has funded the installation of 6 megawatts 
of solar generating energy, supplying 18 per cent of 
the airport operator’s annual energy needs; it has 
installed 6.9 megawatts of solar capacity across 
Darwin and Alice Springs airports to meet 84 per 
cent of NT Airports’ energy needs; and it has funded 
30 megawatts of behind-the-meter solar capacity 
across assets held by Australian Infrastructure 
Portfolio, with another 9 megawatts coming online 
by 2025.

Rest is another industry fund leader in this area, via its 
investment in the GPT Wholesale Office Fund (GWOF), 
which owns 18 buildings in Sydney, Melbourne 
and Brisbane. Since 2005, the Fund has more than 
halved the energy intensity of its assets by sourcing 
electricity from renewables and on-site generation,  
and through carbon-offset projects. Rest is also an 
investor in the QIC Shopping Centre Fund (QSCF), 
which will achieve net zero carbon emissions across its 
core Australian retail assets by 2028 through rooftop 
solar projects and energy efficiency.

Greater market pressure to decarbonise

Through their focus on decarbonising assets and 
businesses, including work to disclose emissions and 
decarbonisation activities, industry funds are driving 
financial markets and asset owners to decarbonise, 
even without direct ownership. 

One of the areas where this is most evident is in 
the property industry. Industry funds have set an 
expectation that decarbonisation strategies are part 
of any property portfolio, and many asset managers 
are already responding, making decisions around 
decarbonisation that will make their assets more 
attractive to buyers, including industry funds. 
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CBUS INVESTING IN A NEW DECARBONISATION ECONOMY 

As the world moves to decarbonise, a new economy is being developed around helping businesses innovate 
and drive down emissions. Cbus has investments in several businesses working in this innovative area. 
Industry funds are looking for opportunities to support similar initiatives in the Australian market: 

 X Spirax-Sarco is an industrial engineering group in the UK that provides cost and energy savings 
solutions with short pay-back periods. Spirax-Sarco estimates that use of its products sold in 2019 
alone will save its customers 15.8m tonnes of CO2 emissions per year. 

 X Generac is the dominant supplier of backup generators in the US market, providing natural gas 
alternatives to traditional diesel technology, which, when integrated with storage products, 
can facilitate faster adoption of renewable technologies. 

 X Verisk provides data and analytics solutions for the US insurance, energy and financial sectors, 
helping them to model and adapt better to climate risks.

35 Australian Super, ‘Climate Change Report: Taskforce on Climate-Related Financial Disclosures (TCFD) Update’, 2021. 

HOW AUSTRALIANSUPER IS ENGAGING CORPORATES TO DECARBONISE

As part of its net-zero plans, AustralianSuper has identified the most emissions-intensive companies and 
assets in its portfolio and has developed a direct-engagement program to monitor and manage progress 
towards decarbonisation. The program is already making a material impact: 

 X Ausgrid recently installed two community batteries in NSW. It has committed to 50 per cent CO2 
reduction by 2030, and net zero by 2050. 

 X Transurban Queensland has a 50 per cent emissions reductions target by 2030 and will use 80 per cent 
renewable energy in its operations from early 2022. 

 X WestConnex will source renewable energy for many of its major arterials in line with a commitment to use 
a minimum of 80 per cent renewable energy on its roads. It is also reducing embedded carbon during road 
construction through use of lower-carbon materials, including, for example, low-carbon concrete.35 
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INDUSTRY FUNDS REINVEST IN THEIR ASSETS – 
BENEFITTING THE BROADER COMMUNITY 

Industry funds are responsible owners of their assets. 
They recognise that short-termism introduces 
unacceptable risks that are inconsistent with realising 
the long-term value of assets. Because they are focused 
on the long-term, industry funds are more motivated 
to reinvest in their assets, improving value and amenity 
for asset users. When industry funds buy assets, they 
typically put in place capital expenditure programs to 
enhance those assets and increase their value. 

Long-term investment horizons also create 
incentives for funds to manage infrastructure to 
meet public expectations – with a responsible 
approach to employment, service provision and 
government relations. 

Industry funds apply ESG principles 
when investing 

Industry super funds are active owners and seek to 
enhance the long-term value of retirement savings 
entrusted to them to manage. They do this by 
integrating Environmental, Social, and Governance (ESG) 
principles across their investments processes and by 
seeking permanent improvements to the ESG practices in 
the companies they own and invest in. 

This includes encouraging board diversity, managing 
the risks of climate change, promoting robust corporate 
cultures and strong corporate governance, good 
workforce practices and engagement on human rights 
and First Nations people. 

When industry fund managers invest, it’s not just a 
question of how much money they will make, but how 
they will make it. Some industry funds, for example, have 
made the decision to stop investing in certain pooled 
investment vehicles because of concerns about their 
ability to have oversight over third-party employment 
practices. They do not want to make money from 
businesses that exploit workers and suppliers – such 
conduct ultimately gives rise to reputational, regulatory, 
and ultimately financial risks.

Examples of ESG principles of focus to investors includes:

 X Board oversight of all material risks, including 
ESG risks

 X Sustainable, long-term value creation

 X Active ownership that seeks to influence 
governance, policies, practices and management 
to improve investment outcomes

 X Transparency in identifying and managing key 
ESG risks

 X Maintaining a social license to operate and 
succeed, including from governments, employees, 
communities, investors, consumers and suppliers.36

SUPERANNUATION FUNDS ADVOCATE FOR IMPROVED COMPANY 
ENGAGEMENT WITH FIRST NATIONS PEOPLE

Rio Tinto’s destruction of the Juukan Gorge caves highlighted the financial and human rights risks involved 
in companies’ engagement with First Nations people. Many industry super funds, including through ACSI, 
played a leading role in discussions with Rio Tinto on improving board governance, management and 
practices on cultural heritage protection and First Nations engagement.

In order to better understand the investment risks involved in company engagement with First Nations people, 
ACSI and its members established a Working Group on Rights and Cultural Heritage Risk Management. The 
working group includes superannuation funds HESTA, Cbus, UniSuper, AustralianSuper, Hostplus and AwareSuper.  

The Working Group aims to see the risks of harm to First Nations people’s rights and cultural heritage 
effectively mitigated and managed through principled and constructive engagement between companies 
and First Nations people.

The Working Group supported the development of tools for improved risk management including 
ACSI’s policy that outlines expectations of companies that engage with First Nations people.

36 ACSI, ‘Governance Guidelines: A Guide to Investor Expectations of Listed Australian Companies’, December 2021,  
https://acsi.org.au/wp-content/uploads/2022/02/ACSI-Governance-Guidelines-2021.Feb22.pdf.
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3. Cushioning Australia’s economy  
from shocks

The pool of national savings created by our super system has become a key 
strength of Australia’s economy. The advantages it provides are the envy of the 
world. In March 2022 the Australian superannuation sector had total assets of 
$3.44 trillion, with industry funds growing to $1.1 trillion. Industry funds’ share of total 
assets has increased over time, from around 15 per cent in 2004 to about 32 per cent 
of total assets today (Figure 4).37  

In periods of economic uncertainty and market 
volatility, the long-term focus of industry funds 
means they can provide capital to support individual 
companies navigating short-term challenges, investing 
to improve their resilience. 

From a macroeconomic perspective, this ability 
to buy when everyone is selling (i.e., counter-
cyclical investment) stabilises the economy and 
provides much-needed capital to help businesses 
weather financial market shocks. It helps support 
economic activity and employment while creating 
value for super-fund members. In the long run, this 
counter-cyclical investment helps avoid prolonged 
economic downturns and maintains job security. 

FIGURE 4. TOTAL ASSETS BY SECTOR, AND MARKET SHARE CHANGES OVER TIME

Industry funds’ greater exposure to unlisted assets, 
which are significantly less volatile during economic 
shocks than listed equities and property, provides 
further ballast. Figure 5 overleaf shows how unlisted 
assets deliver greater risk-adjusted returns relative to 
other asset classes. These benefits can be seen in the 
stability provided to Australia’s economy following our 
two most recent economic crises – the GFC in 2008 
and the recent coronavirus pandemic. 

37 APRA, ‘Quarterly Superannuation Performance Statistics Highlights’, March 2022, https://www.apra.gov.au/sites/default/files/2022-05/
Quarterly%20superannuation%20performance%20statistics%20highlights%20March%202022.pdf
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PROVIDING STABILITY DURING THE GLOBAL 
FINANCIAL CRISIS

Industry funds with strong cash positions provided 
much-needed capital to Australian businesses and 
banks during and after the GFC.38  

While households sold down their assets during 
the GFC, super funds were buying. Between March 
2008 and December 2011, net selling of private non-
financial corporation (PNFC) equity by households 
averaged 0.3 per cent of nominal GDP (or $3.9 billion) 
per quarter. In contrast, the super system was a net 
buyer of PNFC equity over the same period, averaging 
0.2 per cent of nominal GDP (or $2.3 billion) per quarter. 
This demonstrates the key stabilising force of the super 
system during periods of high market volatility.39 

Australian banks were significant beneficiaries of this 
activity and were able to recapitalise quickly through 
several private placements. This was replicated more 
recently during the coronavirus economic downturn, 
discussed below. 

SUPPORT FOR BUSINESSES DURING 
THE CORONAVIRUS PANDEMIC

The significant and growing pool of domestic capital 
available through the superannuation sector has 
underpinned the recapitalisation efforts of Australian 
banks, corporates, and infrastructure companies during 
the coronavirus pandemic. Australian companies raised 
more than $8 billion in equity in 2020, supported by 
the country’s industry funds, across a diverse range of 
sectors including those severely hit by the pandemic.40 

While industry funds participated in capital raisings 
because it was profitable for members, they also 
provided much needed capital to ensure businesses 
could get to other side of the pandemic. 

Industry funds also provided support through 
IFM’s Special Situations Fund (SSF), set up in part to 
support Australian businesses during COVID, with 
approximately $225 million of funding raised. This fund 
has supported manufacturing businesses and business 
in the aged care sector. 

FIGURE 5.  RELATIVE VOLATILITY OF DIFFERENT ASSET CLASSES, SHOWING UNLISTED ASSETS HAVE LOW 
VOLATILITY BUT PROVIDE STRONG RETURNS

Source: Modelling based on ISA analysis, Bloomberg, MSCI, FCSE, S&P

38 Anthony and Lu, ‘Super in the Economy 2020: Economic Paper’, 54–56.
39 Anthony and Lu, 54–55.
40 Pensions – Australia: Superannuation sector supports access to funding, debt sustainability of rated issuers, Moody’s Investor Services.
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INDUSTRY FUNDS SUPPORTING BUSINESSES DURING COVID

With the onset of the coronavirus pandemic in 2020, AustralianSuper participated in 40 capital raisings and 
invested an additional $550 million with its portfolio companies. In doing so it ensured these companies were 
better positioned to ride out the pandemic and remain focused on the longer term, rather than having to make 
short-term decisions that could have had negative longer-term implications. Indeed, over the full pandemic 
period, from March 2020 – December 2021, AustralianSuper provided $2.6 billion to 74 companies. 

From March 2020 through to June 2022, Cbus participated in over $1 billion of recapitalisations, IPOs and 
placements, through a combination of internal and external investment strategies. Of the total contribution, 
$194 million was directed to smaller companies in urgent need of capital support. Cbus used its internal 
investment teams to respond quickly and as needed during the early period of the pandemic. 

41 Hiran Wanigasekera, ‘Debt Financing Targeted at Supporting Companies through COVID-19’ (IFM Investors, October 2020),  
https://www.ifminvestors.com/docs/default-source/insights/ifm-insight---debt-financing-targeted-at-supporting-companies-through-covid-19.
pdf?sfvrsn=431f2205_3

42 Wayne Byres, ‘APRA Chair – Speech to the Financial Review Banking Summit 2022’,  
https://www.apra.gov.au/news-and-publications/apra-chair-wayne-byres-speech-to-financial-review-banking-summit-2022

As providers of private debt, industry funds put capital 
to work through the worst of the crisis. And because 
industry fund capital is ‘patient’ capital, it has a 
greater ability to absorb periods of volatility than 
the traditional banking sector.41  

Former APRA Chair Wayne Byers recently commented that:

“When it comes to equity finance, the 
superannuation system is a key provider to 

Australian industry. That was never more evident 
than in the depths of the COVID crisis when many 
Australian companies – including banks – sought to 
bolster their balance sheets. Despite also grappling 
with an expansion of the Early Release Scheme, 
which allowed fund members to withdraw their 
savings to assist with the financial strains from 
COVID, Australian industry funds were key investors 
in the capital raisings of that time.”42
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4. The right policy settings 
to drive investment 

PROTECT THE SYSTEM’S FOUNDATIONS: 
COMPULSION, PRESERVATION, UNIVERSALITY 

Industry funds’ ability to diversify portfolios and invest 
in a broad range of growth assets for the long-term 
financial benefits of their members is contingent on 
stable and reliable cash flows. 

Changing superannuation’s underlying policy 
settings, particularly preservation, or interfering with 
legislated super guarantee increases, would hamper 
industry funds’ ability to invest and result in serious 
consequences for Australian businesses and the 
broader economy. 

Policy instability affects super funds’ ability to act as a 
counter-cyclical force for Australian financial markets 
during periods of economic difficulty and in ways that 
limit market volatility.

The superannuation early release scheme introduced 
during the pandemic in 2020 provides a useful case 
study. Some funds reported an impact on their 
investments in unlisted investments due to the 
requirement to hold more liquidity. The scheme created 
opportunity costs and resulted in lower long-run 
returns for members. 

Given unlisted assets have proven such an advantageous 
asset for members – providing important diversification, 
good capital growth, and ongoing yield with inflation 
protection – it’s no surprise many funds are looking to 
increase their exposure to this asset class. 

However, weakening preservation rules would have a 
direct impact on funds’ target exposure to unlisted 
assets. That means it would also directly impact 
expected long-term, risk-adjusted returns – to the 
detriment of members. 

Early release also financially impacts the retirement 
savings of individuals who participate, particularly low-
income and female members who were more likely 
to withdraw from super during the pandemic period. 
ISA analysis shows that without replenishing early 
release amounts, a 30-year-old on the median income 
who drew the full $20,000 would draw an additional age 
pension entitlement of $50,000 in retirement.  

For a couple who both draw the full amount, the 
additional cost to the pension system is $100,000. 
And the increase in age pension payments does not 
compensate for individuals’ lost super: a 30-year-old 
would still be $41,000 – and a couple more than $80,000 
– worse off in retirement.

YOUR FUTURE YOUR SUPER (YFYS) 
PERFORMANCE TESTS 

The YFYS performance test has been an important 
development in holding trustees to account for 
persistent under-performance, which unaddressed could 
cost members hundreds of thousands of dollars. While 
the performance test has identified under-performance, 
there are very likely ways the test can be improved so 
that trustees can continue to invest with confidence in 
long-term assets that deliver strong risk-adjusted returns 
to members.

One example is the limited eight-year investment 
horizon which can penalise venture capital investments 
that may take years to generate positive cash flows from 
the initial investment commitments through to exit. A 
longer investment horizon for the benchmark is likely 
to be necessary to avoid constraining venture capital 
investments of varying types and maturities. There are 
other issues that require careful evaluation, including the 
trustee’s execution of sustainable investment principles 
– especially climate adaption and mitigation strategies, 
which can involve screening and portfolio tilts that 
differ from whole-of-market indices. Careful empirical 
assessment will be necessary to evaluate the materiality 
of these issues and effectiveness of financial instruments 
- such as hedges - which could alleviate tracking risks.

Another issue that needs to be considered is how 
performance benchmarks can give trustees credit for 
optimising their portfolio asset allocations and for 
reducing volatility – both currently ignored. 
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INVESTING TO DECARBONISE –  
HOW TO DO MORE

The opportunities for further investment to 
decarbonise Australia’s economy are immense and are 
set to grow, with most industry funds looking to invest 
further in this space over the next five years. 

However, without a clear national strategy and 
government policy to invest in the energy transition, 
opportunities to invest in Australia will continue to be 
constrained. 

In late 2021, the OECD delivered a scathing assessment 
Australia’s climate change policies, warning that 
the pace of decarbonisation efforts would have to 
massively accelerate if our country is to meet even its 
baseline targets.43 

The Clean Energy Council’s Clean Energy Australia 
Report44 said that continued policy uncertainty 
combined with other issues was hampering our 
decarbonisation efforts. “While investors are enthusiastic 
about investing in new large-scale renewable energy 
projects, these challenges have slowed down the number 
of new projects coming forward.”45

Greater policy stability around renewables, carbon 
reduction targets, innovation and other policies 
would help funds to further invest in decarbonising 
Australia’s economy. 

IMPEDIMENTS TO INVESTMENT IN 
AGRICULTURE

While Australia has a natural comparative advantage 
in agriculture due to scale, fertile arable land, soil 
variety across climatic zones, and our proximity to 
Asia’s growing middle class, there are barriers to 
further institutional investment. These include a lack of 
comparable performance data, detailed knowledge of 
the sector, and difficulties achieving investment scale46 – 
all factors identified by a 2018 House of Representatives 
committee inquiry.47 Many of that committee’s 
recommendations are yet to be implemented. 

Government support for research and development, 
and technology and innovation to improve yields and 
efficiency, will help make more agricultural investments 
successful. Further support for building investment 
processes and infrastructure would also encourage 
further investment by industry funds. The current 

construction of the YFYS performance test can also 
discourage investment in this area.

THE RIGHT POLICY SETTINGS CAN UNLOCK 
INVESTMENT IN NEW IDEAS 

Greater investment in venture capital will help 
Australia’s economy diversify beyond its current reliance 
on iron ore, coal, gas and other primary products and 
towards industries of the future. Venture capital is key 
to making best use of Australia’s competitive advantage: 
knowledge, and the efficiency and productivity of 
our technologies. 

Improving Australia’s commercialisation framework 
would go a long way to increasing the opportunities 
for super funds to invest in nascent industries and 
ideas. In interviews conducted for this report, fund 
representatives identified a range of potential 
options, including:

 X Encouraging better commercialisation of 
innovations within our universities, drawing on 
successful models provided by overseas institutions 
such as Oxford and MIT, and countries such as Israel. 

 X Better support for domestic medical technology 
development, to support more strategic 
investments in manufacturing capability. 

 X Reinvigorated government thinking about how funds 
can participate in more nation-building activity, 
particularly around private market, private equity, 
and unlisted assets in Australia.

 X Further support for research and development 
and innovation infrastructure to boost private 
investment in venture capital and private equity.

 X Policy settings to encourage greater innovation in 
private markets.

 X Nominating strategic industries of the future 
and creating efficient and effective sector-based 
incentives to encourage flows of capital to priority 
industries, though – for example – differentiating 
R&D tax concessions.

 X For a more vibrant private equity market, we need 
to encourage a more sophisticated ecosystem, 
including managers with the specialist skills required 
to work with founders to help commercialise and 
float ideas.

43 https://www.oecd.org/economy/australia-economic-snapshot
44 https://assets.cleanenergycouncil.org.au/documents/resources/reports/clean-energy-australia/clean-energy-australia-report-2022.pdf 
45 https://www.cleanenergycouncil.org.au/news/new-report-another-record-breaking-year-for-clean-energy-but-new-investment-slows 
46 Industry Super Australia, ‘Driving Super Fund Investment in Agriculture – Discussion Paper’, June 2017, https://www.industrysuper.com/media/

driving-super-fund-investment-in-agriculture/; Industry Super Australia, ‘Superannuation Fund Investment in Agriculture – ISA Submission to 
the House Standing Committee into Agriculture and Water Resources’, 22 June 2018.

47 Commonwealth of Australia, ‘Super-Charging Australian Agriculture: Inquiry into Superannuation Fund Investment in Agriculture’ (Canberra: 
House of Representatives Standing Committee on Agriculture and Water Resources, December 2018).
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Appendix

METHODOLOGY

The information provided in this report is based 
on a combination of quantitative surveys and 
qualitative interviews. 

Quantitative surveys were conducted between 
December 2021 and February 2022 with the CIOs and 
their investment teams at 15 industry funds as well as 
IFM Investors. The industry funds surveyed include 
but were not restricted to the 12 fund members of 
Industry Super Australia. Nonetheless the entire survey 
group only represents the profit-to-member group of 
superannuation funds. The survey was designed to elicit 
information on the investment activities of each entity, 
including trends and impediments to investing. 

Following the surveys, ISA conducted in-depth 
interviews with CIOs and/or senior investment 
personnel at eight industry fund entities. Interviews 
were designed to clarify and extend information 
provided through the quantitative surveys.

CARBON EMISSIONS ABATEMENT 
ASSUMPTIONS

Regarding the claim that industry funds hold 
investments in projects that are helping to abate 
3.6 million tonnes of CO2 per annum, and which 
will help to abate 14 million tonnes of CO2 per annum 
by 2030: 

We assume that the average emission per GWh of 
electricity generated by conventional fossil fuel 
technology is 988.7 tonnes/GWh. 

Unless emission figures are directly provided by 
renewable energy providers, we use this figure to 
estimate the amount of emissions offset by renewable 
energy projects based on the GWh figures provided.

Source: https://www.cleanenergyregulator.gov.au/NGER/
National%20greenhouse%20and%20energy%20reporting%20data/
electricity-sector-emissions-and-generation-data/electricity-sector-
emissions-and-generation-data-2020-21

Ongoing Tonnes

Solar Panels – Darwin Airport 7,000

JOLT Charging Network 16.1

NSW Ports 200

Adelaide Airport 915

Snowtown Windfarm 1,045,000

Hallett Hills Windfarm 770,000

Brisbane Airport 7000

Melbourne Airport 15,300

Collgar Wind Farm 682,203

Bright Energy Investments 994,556

Ausgrid (to date – FY21) 137,919

Total 3,660,108

Not-yet operational

Star of the South (2028 onwards) 10,500,000

435 Bourke St (2025-2030) 430

JOLT Sydney NA

Total 10,500,430

Abatement capacity p.a. by 2030 14,160,538

FIGURE 6.  A SAMPLE OF INDUSTRY FUND 
RENEWABLE ENERGY PROJECTS AND THEIR CO2 
ABATEMENT FIGURES, WHICH WAS USED TO 
CALCULATE TOTAL ABATEMENT BY INDUSTRY 
FUNDS TODAY AND IN 2030
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