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(years ending May 31)

Year  

(1 June to 31 May) Aust. Shares Aust. Fixed Int. Int'l Shares

Property 

 Securi es Cash

1998 14.7% 14.0% 54.7% 28.2% 5.3% 

1999 15.3% 6.9% 14.1% 2.9% 5.1% 

2000 6.5% 1.9% 27.5% 3.7% 5.3% 

2001 10.5% 10.3% -4.1% 11.4% 6.3% 

2002 4.3% 4.8% -18.1% 18.2% 4.7% 

2003 -6.4% 9.1% -26.7% 13.3% 4.9 

2004 18.2% 2.6% 12.1% 11.7% 5.2% 

2005 21.9% 7.4% 2.1% 21.1% 5.6% 

2006 38.0% 4.5% 27.9% 17.7% 5.7% 

2007 22.5% 5.0% 6.6% 33.3% 6.3% 

2008 -5.9% 3.6% -13.9% -22.3% 7.1% 

2009 -29.0% 12.8% -22.2% -56.9% 6.3% 

2010 32.5% 3.3% 8.1% 37.4% 3.6% 

2011 4.9% 6.8% 0.6% 1.4% 4.9% 

2012 -4.7% 11.2% 0.3% 6.9% 4.9% 

2013 22.7% 7.0% 17.0% 34.1% 3.5% 

2014 10.1% 2.7% 30.7% 2.6% 2.7% 

2015 10.2% 8.9% 26.2% 26.0% 2.7% 

2016 -4.70% 3.4% -1.0% 15.6% 2.3% 

2017 17.5% 2.6% 17.0% 5.80% 1.9% 

Annualised Return 8.9% 6.40% 6.2% 7.90% 4.70% 

State 
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Example 1

Let’s firstly look at what may happen in a falling share 

market. It is now one year later, and you have with-

drawn your $20 000 to supplement your income. Your 

buckets may now look like this:

End of Year 1

Bucket one has reduced by the $20 000 that has been 

withdrawn for the first year’s consumption, but as this 

bucket is invested in cash and fixed interest it does not 

have any exposure to the more volatile investments. 

This means that the leftover funds in bucket one have 

remained stable this year, earning a small amount of 

interest (the extra $2000).

However, bucket two and, to a greater extent (as ex-

pected), bucket three have dropped in value. This is due 

to their exposure to shares in a falling market, not 

through withdrawals.

In this situation, we would not adjust any of the invest-

ments in the buckets at this point in time as we do not 

wish to crystallise any losses in buckets 2 and 3 while 

you still have two years worth of funds in bucket one to 

draw on. We would review the position at a later date.

Example 2

The alternative is to consider what may happen in a 

rising share market. Again it is now one year after the 

initial investment with the $20 000 having been with-

drawn to supplement your income. Your buckets may 

now look similar to this:

End of Year 1

Bucket one looks the same as in Example 1 due to the 

withdrawal and its lack of exposure to share invest-

ments. True to name, bucket one will provide short 

term stability regardless of rising or falling share 

markets.

However, bucket two and, to a greater extent (as ex-

pected), bucket three have increased their value due to 

their exposure to shares in a rising market.

In this example, it would be a good time to take ad-

vantage of the gains in buckets two and three and re-

plenish the bucket one funds. Again, we need to take a 

“next three year” view for this bucket and we find that 

we only need to increase bucket one by $18 000 as we 

are still not expecting to upgrade our car for another 

four to five years.

So, we would move some of our funds as follows:

The investments in each bucket at the beginning of your 

second year would now look as follows:

Beginning of Year 2

As can be seen, buckets one and two both contain the 

same amount in terms of investment value as you start-

ed with. This is because in our example, your needs 

over the next seven years remain the same as they were 

twelve months before. Bucket three has increased in 

size reflecting the gains on your total investments.

Unlike other investments where you manually draw 

funds as required, an allocated pension requires you to 

make periodical withdrawals. 

Therefore, regardless of whether the market is up or 

down, the fund is still required to periodically sell down 

your assets to make the pension payments. In selling 

down your assets the fund will not care whether they 

are crystallising losses or not.

1 – 5 – 9+) 

$62 000 $100  000 $105 000 

$62 000 $115 000 $135 000 

1 – 5 – 9+) 

$80 000 $105  000 $127 000

$62 000 $115  000

($10 000)

$135 000
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It is therefore true to say that where withdrawals are 

periodic, like in an allocated or transition to retirement 

allocated pension, having the three buckets in place is 

even more important. 

 

No. Sometimes using all three buckets will not be 

appropriate, it depends on the consumption 

timeframe. For example, let’s say you are 35 years of 

age and have received an inheritance of $30 000 which 

you plan to use in renovating your home within the next 

two years. These funds would be invested purely in a 

bucket one style of investment, meaning they would be 

placed only in conservative cash and fixed interest 

investments. The fact that the money will be consumed 

within the first four years makes buckets two and three 

irrelevant. 

However, the same individual will also have 

superannuation investments which are fully  reserved 

until they reach their retirement age. For a 35 year old, 

this means that the funds cannot be accessed for at least 

another 25 years, until age 60. Obviously, it is 

appropriate for these to be labelled bucket three funds 

and invested in more volatile share investments. 

In this case, while you have bucket one  investments and 

bucket three investments, you would not have any 

bucket two investments. 

 

No. The example starting on page 6 shows that bucket 

one covers years 1 to 4, bucket two covers years 5 to 8 

and bucket three covers 9 years plus. However, these 

timeframes are variable based on a number of factors. 

For example, if you choose to have a portfolio that 

includes more volatile investment options within bucket 

three, you may wish to extend bucket one so that bucket 

one covers (say) years 1 to 5 to account for the 

possibility of an extended recovery time with the more 

volatile investments. You may also consider yourself to 

be a far more conservative investor – in which case, you 

may decide to extend both bucket one and bucket two to 

cover (say) 5 years each. 

Referring back to the previous example on page 6 to 

illustrate; you have $300 000 and have  calculated how 

much of these funds you will need to access over the 

next seven years. You know that you will require 

$20 000 per annum to supplement your income, and in 

about five or six years time you are planning to upgrade 

your car, expecting to spend around $25 000. Given the 

above “extended bucket” scenario, your investment 

buckets will reflect the following investments:) 

As you can see, by extending your buckets, you now 

have an additional $20,000 invested in bucket one 

compared to the example on page 6, an additional 

$20,000 invested in bucket two and bucket three has 

reduced by $40,000 to compensate. 

As you can see by this, there are many different 

scenarios and each investor needs to look at their own 

needs to determine their individual consumption 

requirements. 

Once the correct amounts have been allocated to the 

three buckets, BL&A will provide a recommendation on 

the best investments for each of the respective buckets. 

This will take into account your taxation position and 

numerous other factors that differentiate between 

particular investment options within each bucket. 

Nonetheless, the first and most important issue is 

understanding and being comfortable with the  “BL&A 

1 –  6 – 10  11+) 
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Disclaimer: This fact sheet is published by Barnett Lilley & Associates based on facts known to us which we believe to be reliable and 

accurate at the time of publication. The fact sheet does not, in itself, constitute advice. It should be considered as a sup-

plementary aid to the specific recommendations contained within a  Statement of Advice based on your personal cir-
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