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Setting the stage 

• COVID pandemic 

• Coronavirus Economic Response Omnibus Package -
Schedule 13, announced 22nd of March, 2020 

• Individuals experiencing financial stress allowed to withdraw 
$10,000 in the 2019-20 tax year, and a further $10,000 in the 
2020-2021 tax year to Dec 31st



Applications processed for early withdrawal 



Withdrew maximum $10,000 amount in Period 1



Superannuation – the 4-1-1

• Since 1992, the Australian Government has compelled 
employers to make contributions to retirement savings on 
behalf of employees

• Four primary fund types: 
• Industry 

• Retail

• Corporate 

• Public sector 



$82, 325 $252,154Vs.
Mean balance industry vs. public sector funds 



Of top 15 funds by proportion of members 
withdrawing are industry super funds 



Age Pension 

• Underpins Australia’s 
retirement system 

• Subject to an income test 
and an asset test 

• 2.6M Australians receive it 

• Cost forecast to rise from 
$50 to $72 billion by 
2025-6



Literature Review 

Retirement Savings Literature 

• People are present-biased (Donoghue 
& Rabin, 1999) → governments must 
intervene (Schooley-Pettis, 2013)

• Grattan Institute - $24,000 loss in 
present-value real terms for 35-year-
old withdrawing $20,000 

Economic stimulus 

• Stimulating aggregate demand is 
key to recovery from economic 
downturns (Furman, 2008)

• MPC

• Feldstein Unemployment Insurance 
Savings Accounts (1998)



Key Questions 

1. Who withdrew and why? 

2. What are the long-term consequences of early withdrawal 
for individuals and the fiscal obligations of the state? and 

3. do there exist alternative policy measures that would have 
been more cost-effective in addressing the needs for which 
the programs were initially implemented?
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Methodology 

• HILDA 2018-2020

• Project consequences of withdrawing at 25, 35, 45 and 55 

• Asset levels of $0, $50K, $100K, $200K, $250K

• Income at the 25th, 50th and 75th percentiles

• Government borrowing rate of 0% to 3% in steps of 0.5% 

• Fund growth rates of 4.5% to 7.5% in steps of 1% 



Methodology 

The balance in 2019 is given by:

• Where B is the balance value at time t (where t is a calendar year), g is 
real fund return rate, which I assume to be 5.5% and unchanging 
throughout the analysis (Drury, 2022), p is the superannuation 
percentage defined at 9.5%, i is income at age in time t, d is the 
taxation rate on superannuation deposits defined at 15%, and f is fund 
fee defined at 1%.
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Takeaways 

• In almost all cases, except for those age 55 years old 
with over 200K in assets, people stand to lose more 
than they gain 

•Depending on fund growth rates, this be a loss of up 
to 12.6x the withdrawn amount 


