
 

Investment Strategy
SMSF trustees must formulate and give effect to an investment strategy  

and objectives, in line with SIS requirements.
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Overview

Investing member entitlements is one of the most 
important aspects of being an SMSF trustee. The 
ability of trustees to make adequate returns in line 
with the fund’s long term investment strategy is vital 
and making the most appropriate investment 
decisions for the SMSF comes down to a number 
of factors including:

 — skill and knowledge of trustees, 

 — any independent advice which may be taken, and 

 — setting adequate objectives and strategies for 
the fund.
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Requirements

It is a SIS requirement that superannuation funds 
must formulate and give effect to an investment 
strategy as well as regularly reviewing that strategy. 
When preparing the strategy, the trustee must give 
consideration to the following factors:

 — Risk and return — the risk involved in making, 
holding and realising investments and the likely 
return from the investments, having regard to 
the fund’s objectives and its expected cash 
flow requirements. 

 — Diversification — the composition of the 
fund’s investments as a whole, including the 
extent to which the investments are diverse 
or involve the fund being exposed to risk from 
inadequate diversification. 

 — Liquidity — the liquidity of the fund’s 
investments having regard to its expected 
cash flow requirements. 

 — Liabilities — the ability of the fund to pay 
member benefits and any other liabilities, both 
current and prospective. 

 — Insurance – whether the trustees of the fund 
should hold a contract of insurance that provides 
insurance cover for one or more members of 
the fund.

A trustee could implement an investment strategy to 
invest in one class of asset, or even one single asset 
(for example, direct property) provided it could 
demonstrate it has considered the suitability of the 
strategy in light of the above issues. 
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Investment strategy: what to consider?

An investment strategy is simply a plan for making, 
holding and realising investments that reflect the 
fund’s objectives and circumstances. It is used  
as a means of pursuing one or more investment 
objectives and is rarely concerned with individual 
investments. Instead, an investment strategy should 
consider the various asset classes. In establishing  
an investment strategy the following major factors 
should be taken into account:

Develop a fund profile

A fund profile is a summary of the SMSF itself. It 
should identify the facts, characteristics and the 
experience of the fund and its members. It should 
refer to the type of plan and how and when benefit 
entitlements are determined and paid, including 
any reserving and insurance policies. It should also 
consider the profile of the fund’s membership, details 
of the current assets of the fund and its anticipated 
cash flow, by way of contributions and 
benefit payments. 

Develop investment objectives

This is the goal that the trustee wants to achieve. 
It can be expressed in a number of ways but is 
normally some indication of the type or amount of 
return that the fund is trying to achieve. The trustee 
may establish different investment objectives for 
different members. 

Set a strategy to achieve the investment objectives

This is the means employed to achieve the stated 
investment objectives. It should detail the types  
of assets that may be considered to achieve the 
objectives and the asset allocation ranges and 
benchmarks. 

Monitor the objective and strategy

The trustees should regularly monitor the 
performance of the fund against its stated objectives. 
This is one area which trustees of SMSFs do not 
generally focus on. It is important to measure the 
fund’s performance in light of its investment 
objectives and prevailing market conditions.
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Disclaimer
This publication is current as at 1 July 2025, and has been prepared by BT Financial Group, a division of Westpac Banking Corporation ABN 33 007 457 141 AFSL 233714 (‘BTFG’), which is part of the Westpac group 
of companies (Westpac Group). This document has been prepared for the information of financial advisers only and must not be copied, used, reproduced or otherwise distributed or made available to any retail client or third 
party, or attributed to BTFG or any other company in the Westpac Group. The information contained in this publication is an overview or summary only and it should not be considered a comprehensive statement on any 
matter nor relied upon as such. This publication has been prepared without taking into account any person’s objectives, financial situation or needs. Because of this, you should, before acting on any information contained in 
this publication, consider its appropriateness to your clients, having regard to their objectives, financial situation or needs. Any taxation information contained in this publication is a general statement and should only be used 
as a guide. It does not constitute taxation advice and is based on current laws and their interpretation. Each individual client’s situation may differ, and your clients should seek independent professional taxation advice on any 
taxation matters. Any graph, case study or example contained in this publication is for illustrative purposes only, and is not to be construed as an indication or prediction of future performance or results. While the information 
contained in this publication may contain or be based on information obtained from sources believed to be reliable, it may not have been independently verified. Where information contained in this publication contains 
material provided directly by third parties it is given in good faith and has been derived from sources believed to be accurate at its issue date. It is not the intention of BTFG or any member of the Westpac Group that this 
publication be used as the primary source of readers’ information but as an adjunct to their own resources and training. To the maximum extent permitted by law: (a) no guarantee, representation or warranty is given that 
any information or advice in this publication is complete, accurate, up to date or fit for any purpose; and (b) no member of the Westpac Group is in any way liable to you (including for negligence) in respect of any reliance 
upon such information. This website may also contain links to websites operated by third parties (‘Third Parties’) who are not related to the Westpac Group (‘Third Party Web Sites’). These links are provided for convenience 
only and do not represent any endorsement or approval by the Westpac Group of those Third Parties or the information, products or services displayed or offered on the Third Party Web Sites. BT01024C-0625
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