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MEDIA RELEASE  

SMSFs should consider risks of holding too much cash  

Sydney, 24 January 2014 – Australian self-managed superannuation funds (SMSFs) can take action to 
avoid poor real returns on cash investments, which represent nearly 30 per cent of all SMSF assets, 
according to Arian Neiron, Managing Director of Market Vectors Australia. 

SMSFs invested $154.1 billion in cash and term deposits as at September 30, 2013. That represents 29% of 
all SMSF assets, which were valued at $531.5 billion in the September quarter of 2013, according to data 
from the Australian Taxation Office (ATO).   

“SMSFs should consider diversifying their investments with ETFs in 2014 to build their wealth over time, 
rather than seeing the value of their cash eroded by tax and inflation,” Mr Neiron said. 

“With interest rates falling to the lowest in years, and Australia’s inflation rate rising in recent times, the real 
returns on cash are falling. Australia’s inflation rate surprised the market in the final quarter of 2013, climbing 
to 2.7%, up from 2.2% in the December 2012 quarter. The sharp fall in the Australian dollar is expected to 
keep upward pressure on inflation through 2014,” he said.  

“As well as term deposit investments, SMSFs have a wide range of listed investment options, such as ETFs, 
which can be used as a long term growth strategy or to gain short-to-medium term equity market exposure 
while deciding where to put funds longer term,” Mr Neiron said.  

The ATO data also revealed SMSFs had invested $171.8 billion in listed shares, or 32.3% of all SMSF assets 
as at September 30, 2013.  

“The Australian market is deeply concentrated with the top five securities accounting for almost 40% of the 
market. This concentration is also reflected in SMSF portfolios,” he said. “Historically, SMSFs have invested 
in only a small number of shares, favouring large-cap companies. The result is increased concentration risk 
through lack of diversification. This approach can lead to a risk profile that is actually higher than many 
trustees realise. An ETF can offer diversified exposure across a range of markets, companies and sectors, 
which SMSFs may overlook, but may reduce overall equity risk in their portfolios,” Mr Neiron said.  
 
“For example, if a trustee of an SMSF wants to get exposure to the Australian banks, but doesn’t know which 
ones to choose, they could get a diversified exposure to all the banks by investing in the Market Vectors 
Australian Banks ETF (ASX code: MVB),” Mr Neiron said. 
 
“If an SMSF wants exposure to property securities, rather than taking on high concentration risk by investing 
in one or two property trusts, they could invest in Market Vectors Australian Property ETF (ASX code: MVA), 
a purpose-built ETF offering a diversified exposure to a minimum of ten A-REIT securities, and caps any one 
security’s weighting at 10% to ensure no one security dominates. 

“In addition, our Resources ETF (ASX code: MVR) and Emerging Resources ETF (ASX code: MVE) offer 
SMSFs the opportunity to invest in both large and small Australian resource companies offering excellent 
growth potential and exposure to mid and small-cap companies which are often ignored by SMSF investors 
given the huge focus on BHP Billiton and Rio Tinto. MVR and MVE provide SMSFs with direct exposure to a 
minimum of 20 Australian resources companies,” Mr Neiron said.  
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Market Vectors Australian sector ETFs are based on indices specifically developed by Market Vectors Index 
Solutions (MVIS), the index company of Van Eck Global, the tenth largest ETF issuer in the world, and the 
parent company of Market Vectors Australia.  

“What sets our Australian sector ETFs apart is the rigorously designed methodology and rules governing the 
construction of the underlying indices. Each Australian sector ETF is based on a Market Vectors purpose-
built pure play index, which seeks to provide better liquidity, tradability and diversification while reducing 
stock concentration issues that are typical of traditional sector indices on which many other ETFs are based,” 
Mr Neiron said.  
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IMPORTANT NOTICE 
 
General information only 
This information is issued by Market Vectors Investments Limited ABN 22 146 596 116 AFSL 416755 (Market Vectors Australia) as the 
Responsible Entity of the Market Vectors Investments Australian Sector ETFs (ETFs). This information is general in nature and does not 
take into account your objectives, financial situation or needs (your circumstances). Before making an investment decision in relation to 
the ETFs you should read the current product disclosure statement (PDS) and with the assistance of a financial adviser consider if the 
ETFs are appropriate for your circumstances. The PDS is available at marketvectors-australia.com or by calling 1300 MV ETFS. 
 
About Van Eck Global  
Market Vectors ETFs are sponsored by Van Eck Global. Founded in 1955, Van Eck Global was among the first US money managers 
helping investors to achieve greater diversification through global investing. Today, the firm continues this tradition by offering innovative, 
actively managed investment choices in hard assets, emerging markets, precious metals including gold, and other alternative asset 
classes. Van Eck Global has offices around the world and managed approximately US$31 billion in investor assets as of 31 December, 
2013. 
 
About Market Vectors  
Market Vectors exchange traded products have been offered since 2006 and span many asset classes, including equities, fixed income 
(municipal and international bonds) and currency markets. The Market Vectors family totalled US$22 billion in assets under 
management, making it the seventh largest ETP family in the US and tenth largest worldwide as of 31 December, 2013. Market Vectors 
Australia is a wholly owned subsidiary of Van Eck Global. 
 
About Market Vectors Index Solutions  
Market Vectors Index Solutions (MVIS) develops, monitors and licenses the Market Vectors Indices, a selection of focused, investable 
and diversified benchmark indices. The indices are especially designed to underlie financial products. Market Vectors Indices cover 
several asset classes, including hard assets and international equity markets as well as fixed income markets and are licensed to serve 
as underlying indices for financial products. Approximately US$11.7 billion in assets under management are currently invested in 
financial products based on Market Vectors Indices. The Indices are the exclusive property of MVIS. The ETFs are not sponsored, 
endorsed, sold or promoted by MVIS. 
 
Market Vectors Australia and MVIS are wholly-owned subsidiaries of Van Eck Associates Corporation (Van Eck Global).  
No Van Eck Global group entity makes any representation regarding the advisability of investing in the ETFs. Market Vectors® is a 
registered trademark of Van Eck Global. Further information about Market Vectors Australia is available at marketvectors-australia.com. 
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