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Derivatives are used from time to time by Media Super to reduce 
risk or to gain certain market exposure. 

What are derivatives?
A derivative is a financial contract which 
derives its value from the value or price 
of one or more underlying assets.  
The most common underlying assets 
include shares, bonds, commodities, 
currencies and interest rates. 

Why use derivatives?
Derivatives may be used to reduce risk 
in a portfolio or to change, gain or 
reduce market exposure. For example, 
derivatives may be used during a 
transition between investment managers 
that deal in a particular asset class to 
allow us to maintain market exposure in 
the asset class for the short period of 
time between the return of cash from 
one manager and its reinvestment with 
the new manager.

An investor can also benefit from 
derivatives in ways that can’t be easily 
replicated by physical securities, 
especially when particular assets may 
be restricted by market liquidity. For 
example, it is difficult to purchase 
AUD$300 million worth of Australian 
shares without the price moving, but 
this can easily be done with 
derivatives, as the volume of trades of 
this size is substantially larger.
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Are there any risks?
Risks involved in using derivatives include:

 > variation in value of the derivative

 >  its failure to move in line with the 
underlying market, resulting in a 
lesser return or greater loss. This risk 
is known as ‘Basis Risk’

 >  enhanced volatility with the potential 
for illiquidity and/or mispricing

 >  inability to meet payment obligations 
as they fall due, and 

 >  failure of a counterparty to honour 
its contractual obligations.

Media Super adheres to industry best 
practice in derivatives usage and does 
not invest in derivatives for speculative 
purposes. Derivatives are primarily 
used for risk management and hedging 
purposes.

How does Media Super 
use derivatives?
Media Super does not invest directly in 
derivatives; rather, external investment 
managers make those investments (which 
will be held in the name of Media Super). 
An external investment manager may use 
derivatives as part of their management 
of the portfolio, or Media Super may 
direct the manager to use derivatives in 
a certain way and at a certain level. 

IMPORTANT: You should read the PDS applicable to you which contains further 
information about investing in Media Super (including the investment options 
available and the risks of super) and other important information before making  
a decision about Media Super. Terms highlighted in bold are defined towards the 
end of this document.

This fact sheet was prepared on 1 October 2018 and issued by Media Super Limited, Level 15, 45 Clarence St, Sydney NSW 2000, ABN 30 059 502 948, 
AFSL 230254 (Trustee), the trustee of Media Super (ABN 42 574 421 650, SPIN 0100AU. Media Super USI 42574421650001, Media Super Pensions  
USI 42574421650799). The information in this document forms part of the Media Super Member Guide Product Disclosure Statement issued 1 October 
2018 and the Media Super Pensions Guide Product Disclosure Statement issued 1 October 2018 (each a PDS). You can obtain a copy of the relevant 
PDS by contacting us on 1800 640 886 or via our website at mediasuper.com.au. You should read this document in conjunction with the relevant  
PDS before you make a decision about Media Super.

 COMMONLY USED DERIVATIVES .

FUTURES
A standard contract allowing a 
specified asset to be bought or sold 
for a price agreed upon today, but 
with delivery and payment occurring 
at a specified future date.

Most commonly used to maintain 
portfolio exposures and maintain 
the asset allocation for the 
investment options.

SWAPS
A derivative in which parties 
exchange cash flows generated by 
their respective assets.

Most commonly used to hedge 
portfolio risk.

FORWARDS
Similar to futures, with the difference 
being a forward is a non-standard 
contract allowing an asset to be 
bought or sold at a specified future 
time at a price agreed upon today.

Most commonly used to reduce the 
risk of a change in foreign currency 
exchange rates or to eliminate volatility.

OPTIONS
A contract which gives a party the 
right, but not the obligation, to buy  
or sell an underlying asset at a 
specified price on or before a specified 
date. An option which guarantees the 
buy price is referred to as a ‘call’; an 
option which guarantees the sell price 
is referred to as a ‘put’. 

Most commonly used to hedge 
portfolio risk.



>  INVESTMENTS 2

The derivatives we employ may include, but are not restricted to, futures, forwards, options and swaps. We mainly use 
derivatives for the investment options listed in the following table.

INVESTMENT OPTION WHY WE USE THEM EXAMPLE

IN OUR PRE-MIXED OPTIONS

> Balanced

Our Balanced (MySuper) Option 
incorporates a Portfolio Protection program 
which utilises Put Options. 
These Options help to dampen downside 
losses in the event share markets fall. 

Put Options increase in value as shares 
fall, which can be used to offset losses 
against Media Super’s physical share 
holdings during periods of market stress.

IN OUR PRE-MIXED OPTIONS

> Balanced

> High Growth

> Growth

> Stable

On occasions we may use Futures to 
rebalance a portfolio. Each investment 
option must be kept at the relevant asset 
allocation and within the ranges set out in 
the Investment Guide.

Rebalancing is a means of managing a 
portfolio to ensure it doesn’t drift. If a drift 
does occur, that doesn’t necessarily mean it 
will end in a bad outcome, but you may take 
on unintended risk.

If you have an exposure benchmark to 
Australian shares of 22% and the actual 
asset allocation drifts to 25%, futures can 
be used to rebalance the exposure back 
to the intended weight efficiently.

IN OUR PRE-MIXED OPTIONS
> Balanced
> High Growth
> Growth
> Stable

IN OUR SINGLE ASSET CLASSES
> Overseas Shares
> Fixed Interest

When we have exposure to a foreign 
currency (FX).

FX exposure is where the price or value of 
an asset may be affected by a change in 
exchange rate.

If you purchased AUD$10K of shares in  
an American company at a one-to-one 
exchange rate, you would have USD$10K 
worth of shares. 

If, after you purchased those shares, the 
exchange rate for AUD went up, then you 
would be at risk of incurring a loss, 
because you would get less than AUD$10K 
if you sold your shares.

Note: The examples above are for illustrative purposes only. 

  

Asset allocation – how much of each 
asset class we invest in to make up an 
investment option.

Asset class – a type of investment. There 
are six main asset classes: shares, cash, 
property, fixed interest, infrastructure 
and alternative investments.

Bond – when an investor lends money 
to a government or a corporation, the 
loan amount plus interest is paid back 
to the investor at a fixed rate. This is 
known as a bond.

Cash flow – the movement of money 
into or out of a business, project, or 
financial product.

Commodities – a good or service that  
is produced to satisfy wants or needs 
across a market.

Drift – Due to market movements and 
day-to-day investment decisions, the 
actual investments for an investment 
option may drift away, or diverge, from 
the asset allocation.

Hedge portfolio risk – a hedge is an 
action to reduce any unintended risk 
usually by taking an offsetting position 
in a related security, such as a futures 
contract.

Illiquidity – when an investment is 
unable to be converted into cash or 
cash equivalent quickly.

Market exposure – the proportion of 
money invested in an asset class.

Market liquidity – an asset’s ability to 
be bought or sold without causing a 
significant movement in the price and 
with minimum loss of value.

Underlying Asset – is the financial 
instrument (such as stock, futures, a 
commodity, a currency or an index) on 
which a derivative’s price is based.

Volatility – the propensity for an 
investment’s value to move up or down.
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