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Introduction 
ATO Statistical reports indicate that Large Self-Managed Super Funds (SMSFs) have generally out-

performed Small SMSFs.  

The purpose of this initial analysis is to examine the ‘Total Fund’ performance of SMSFs by fund size, 

and look for any evidence of whether one reason for this out-performance is due to the value of 

advice. 

SMSF Benchmarks is a new independent, online benchmarking service, which is subscription based. 

Hence SMSF Benchmarks is neutral about whether an investor should have a SMSF, whether they 

should use an adviser, or how they should invest.  

We have calculated the ‘Total Fund’ returns of over 300 funds currently using SMSF Benchmarks using 

a Time Weighted Return (TWR) method. This ensures returns are calculated in a consistent way using 

a method which is least impacted by the timing and amount of external cashflows, such as 

contributions and pension payments. 

The Self-Managed funds on SMSF Benchmarks have been sourced from trustees directly, through 

financial advisers, and through accounting firms. Around 35% of SMSFs on SMSF Benchmarks are 

Advised, and this is a similar ratio to the overall SMSF community.  

Because our data comes from a variety of sources, it is free of bias towards any particular ‘asset class’, 

(such as shares, property or cash). 

Each of our clients nominate whether their SMSF is mainly ‘Advised’, or ‘Self-Directed’. 

To eliminate ‘outliers’ we have compared the median (or middle) return of Advised SMSFs to the 

median return of Self-Directed SMSFs for various bands of fund sizes over a measurement period. This 

analysis looks at the 12 month period to 30 June 2016. 

The information in this report demonstrates the type of information we will be able to provide the 

overall SMSF Community as our database grows. 

Because our data is “crowd sourced”, the more users we have, the more powerful the information 

we will be able to provide. 

We appeal to SMSF trustees, advisers and accountants to support SMSF Benchmarks so we can 

provide powerful information for the SMSF community. 
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Who is using advice? 
Who is using advice, and who is self-directed? 

Graph 1 shows a distribution by fund size for Advised clients and for Self-Directed clients using SMSF 

Benchmarks.  

For example, the blue bars show that 40% of all Advised funds have a net fund value between $1m - 

$2m, and 20% have a net fund value between $2m - $5m. 

The orange bars show that 23% of all Self-Directed funds have a net fund value between $1m-2m, and 

20% have a net fund value between $2m-5m. 

So while 60% of Advised SMSFs have net assets between $1m - $5m , only 43% of Self-Directed funds 

are that large. 

 

Graph 1: Distribution by fund size: Advised Vs Self-Directed 

 

 

The blue bars (Advised funds) look pretty much like a bell-shaped curve (normal distribution) with the 

average fund size (the peak of the blue bars) in the $1m – $2m range. 

The orange bars (Self-Directed funds) also look pretty much like a normal distribution, but the average 

fund size has shifted to the left, in the $500k - $1m range. 

Therefore, our initial observation is that on average, Advised SMSFs tend to be larger than Self-

Directed SMSFs. 

Note: Our statistics do not show any reasons for this, but it could be because trustees of larger funds 

can more readily afford advice. 
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Have Large SMSFs out-performed Small ones? 
As stated above, the purpose of this document is to look for any evidence that one reason ‘Large 

funds’ have out-performed ‘Small funds’ is due to the value of advice. 

So firstly, do we accept the claim that Large SMSFs have indeed out-performed Small SMSFs? 

The Australian taxation Office (ATO) Statistical reports indicate that larger SMSFs tend to out-perform 

smaller ones. The following table 21 is an excerpt from the June 2015 annual statistical report, 

published in December 2016. 

 

 

The returns in Table 21 are calculated using  a “Return On Assets” (ROA) method. 

This method can only give an estimate of returns, as it does not fully take into account the timing and 

the amount of contributions and pension payments, so it cannot yield a fair comparison of returns. 

There is no industry standard for how SMSF returns should be reported. Some administration services 

use an Internal Rate of Return (IRR) method for reporting returns. That is fine for looking at an SMSF 

in isolation but should not be used for any comparisons between funds or against any benchmark, as 

it is affected by the timing and amount of external cashflows, which varies between funds. 

There are Global Investment Performance Standards (GIPS) which apply to larger super funds. For the 

reasons stated in our introduction above, GIPS requires investment returns to be reported using a 

TWR method.  

Although GIPS does not apply to SMSFs, this adds weight to the argument that SMSFs need to know 

their returns using a TWR method if they want to compare their return to something. 

Nonetheless, it does appear likely from the estimates in Table 21 that Large SMSFs have out-

performed Smaller SMSFs. 
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Our process to look for the value of advice 

 
Our process for identifying whether one reason for the outperformance of Large SMSFs was due to 

the value of advice, is as follows: 

1. Identify factors which may have led to the out-performance of Large SMSFs 

2. Eliminate all factors other than the potential ‘value of advice’ in the calculation and 

comparisons of returns. 

3. Look for any remaining evidence of the out-performance of Large SMSFs, which should then 

be attributed to the value of advice. 
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Factors which may have led to out-performance of Large SMSFs 
 

We have identified the following potential reasons as to why large SMSFs may have out-performed 

small SMSFs: 

1. Tax 

2. Fees 

3. Ability to invest in Direct Property 

4. Value of Advice 

Tax 
Some funds are in pension phase and some are in accumulation phase paying a higher rate of tax. 

Older clients in pension phase have had more time to accumulate higher balances, so many of the 

funds with larger balances are paying less tax. 

Therefore, to examine whether there may be a link between advice and out-performance of large 

funds, we need to remove this potential source of out-performance, and compare total fund returns 

before tax. 

Fees 
Fixed advice, accounting, audit, administration and regulatory fees are proportionately higher in small 

funds. 

Therefore, fees are certainly one reason why larger funds may have out-performed. 

Therefore, to examine whether there may be a link between advice and out-performance of large 

funds, we need to remove this potential source of out-performance, and compare total fund returns 

before fees. 

Ability to invest in Direct Property 
There is no reason that Small SMSFs should not be able to invest with a similar diversity to Large funds, 

with the exception of directly owned property. Small funds may not have the resources to invest 

directly in property without borrowing. 

One reason for the out-performance of Large funds may be due to their ability to invest in directly 

owned property. 

Therefore, to examine whether there may be a link between the value of advice and out-performance, 

we need to remove this potential source of out-performance and compare returns of those Advised 

and Self-Directed SMSFs which are not investing in Direct Property. 

To do this, SMSF Benchmarks has divided funds into 11 groups of ‘similar funds’, which are broadly 

based on deciles of ‘Growth’ assets. 

For example, ‘SMSF 60’ is the group of funds which have invested 60% Growth assets / 40% Defensive. 

(where Defensive assets are cash and broader fixed interest, and Growth assets are everything else.) 

We defined ‘SMSF P1’ as the group of funds which have invested between 20-80% of their fund in 

direct property as part of a diversified portfolio, and ‘SMSF P2’ as the group of funds which have 

invested over 80% in direct property. 

Therefore, to eliminate the out-performance of Large funds due to their ability to invest in direct 

property, we excluded all SMSF P1 and SMSF P2 funds from our observations. 
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Extent of Out-Performance of Large SMSFs over Small SMSFs 
 

Graph 2 shows the level of out-performance of Larger SMSFs compared to Small funds (SMSFs with 

net assets of $200,000 or less.) 

For the reasons stated above, we have calculated the ‘Total Fund’ returns for all SMSFs, using a Time 

Weighted Return (TWR) method, before tax and fees. 

We then compared the median return of SMSFs at different asset levels, after removing SMSFs which 

invested in directed property. 

We performed this analysis separately for ‘All’ SMSFs, all ‘Advised’ SMSFs and for all ‘Self-Directed’ 

SMSFs. 

 

Graph 2: Levels of out-performance of Large Vs Small SMSFs* 

 

 *A ‘small’ SMSF means less than $200k. Measurement Period: 12months to 30 June 2016.   

After adjusting the returns to give a base return of 0% for funds with less than $200k, Graph 2 shows 

that Larger funds out-performed Small funds over the period, and that Advised SMSFs out-

performed Self-Directed SMSFs across all fund sizes (over $200k). 
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The Value of Advice 
Advised SMSFs out-performed Self-Directed SMSFs across all fund sizes  over the 12 months to June 

2016. 

As mentioned previously, this is looking at returns before fees and taxes and excluding funds which 

invested in direct property. 

Note: Advice fees, however they are collected,  are usually for a range of services beyond straight 

investment advice. For example the fees may cover cashflow modelling to work out appropriate 

pension levels, insurance advice, determination of an appropriate asset allocation, goal setting, estate 

planning and strategies relating to legislation changes, as well as intangible benefits such as ‘being 

able to sleep at night’. 

Therefore, In the opinion of SMSF Benchmarks, if an SMSF trustee wants to benchmark how their 

current investment approach is going, relative to other avalable investment approcahes, it is not 

usually relevant to deduct their advice fee from their investment returns in that comparison. 

Each fund has a different level of fees, so they could deduct their particular advice fee from this out-

performance if they wanted to, and it is very likely they will still have out-performed Self-Directed 

funds after fees, assuming the advice fees are 1% pa or less. 
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Conclusion 
Our initial observation indicates that one of the reasons Large SMSFs out-performed Small SMSFs was 

due to the value of advice. 

We would value the support of the SMSF community to help us grow so we can explore other aspects 

of SMSF Performance Benchmarking. 


