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1. Introduction

As the threat of the COVID-19 pandemic emerged in 2020, governments around the world shut down their economies
and enforced stay-at-home orders, leaving many citizens suddenly unable to work and forced to rely upon whatever
savings they had available. The need for economic support quickly became apparent, with the responsibility sitting with
governments to provide financial relief to those who had been impacted by the lockdown measures. In many countries
around the world, such as Australia, Chile, and the United States, governments chose to relax restrictions surrounding
the early withdrawal of retirement savings. This sparked debate over whether these early withdrawal provisions were
appropriate policy responses, and whether policymakers would be able to adequately balance the need to provide short-
term financial relief with the long-term repercussions of depleting citizens’ retirement balances (Feher and de Bidegain,
2020; Organisation for Economic Co-operation and Development, 2020).

On the one hand, retirement savings accounts in most countries are highly illiquid by design. This protects against
overconsumption that might otherwise result in citizens’ self-control problems or other decision-making biases (Beshears
et al., 2015). By allowing the withdrawal of funds, governments ran the risk of reducing retirement saving rates that
were often perceived to be inadequate (see Bosch et al,, 2019; Demirgiic-Kunt et al., 2016; Ghilarducci et al,, 2017)
and jeopardising citizens’ chances of enjoying a comfortable retirement. On the other hand, many citizens lacked a
sufficient savings buffer (outside of retirement) to protect themselves against financial emergencies, like the sudden loss
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of income (Clark et al., 2021; Lusardi et al., 2011; Stavins, 2021). For these individuals, the ability to draw upon their
retirement savings during the pandemic provided a crucial lifeline and allowed them to smooth their consumption having
encountered an unexpected financial shock (Amromin and Smith, 2003).

Perhaps the more pertinent question then is not whether governments should have permitted early access to
retirement savings, but instead how well these provisions were designed and implemented. Comparing the various
provisions introduced by governments highlights the different approaches that could have been taken in aiming for the
same outcome (for an overview, see Gentilini et al.,, 2021). For example, these provisions differed in whether citizens
needed to meet certain criteria to be eligible to withdraw (e.g., in Australia and Mexico) and whether the withdrawal
needed to eventually be repaid (e.g., in the U.S.). They also differed in how the maximum withdrawal amount was
determined; for example, being based on a fixed amount (e.g., $100,000 in the U.S.), a proportion of citizens’ retirement
balances (e.g., up to 25 percent in Chile), or a proportion of citizens’ wages (e.g., up to three months’ wages and allowances
in India). This heterogeneity in government responses presents a unique opportunity to examine the consequences of
different policy approaches to allowing early retirement savings withdrawals.

In this paper, we focus our attention on the COVID-19 Early Release of Super (ERS) scheme introduced by the Australian
government, which allowed eligible citizens to withdraw up to A$20,000 (approximately $14,400) of their retirement
savings. Using data provided by a large Australian bank, we explore four key questions regarding the ERS scheme. First,
what were the characteristics of individuals who withdrew from their retirement savings? Second, when and how much
did they withdraw? Third, how were the withdrawn funds used? Fourth, what impact did the withdrawal have on their
short-term financial wellbeing?

Our findings suggest that the ERS scheme broadly succeeded in achieving its intended purpose of providing immediate
financial relief to citizens in need. We found that the scheme was primarily accessed by individuals in poorer financial
circumstances, who were likely to have genuinely needed the money. Additionally, we observed that withdrawers paid
down high-interest debts or saved the withdrawn funds, leading to improvements in their financial wellbeing.

Our study makes several contributions to the existing literature. Specific to the ERS scheme, we extend upon existing
research in two ways. First, we examine the scheme using objective financial data—supplementing previous research
findings, which have relied primarily on surveys and self-report (Australian Bureau of Statistics, 2021; Bateman et al.,
2021; Warren, 2021). Second, we extend beyond how citizens used their withdrawn funds to also understand how
the decision to withdraw affected their financial circumstances. More broadly, we contribute to the literature on early
retirement savings withdrawal policies (e.g., Agarwal et al., 2020; Loibl et al., 2019; Lorca, 2021), providing insight into
how they can be better designed in the future.

The remainder of this paper is arranged as follows. Section 2 describes the institutional background and literature
which motivated this study. Sections 3 and 4 present our data and methodology. Section 5 discusses our empirical results.
Section 6 discusses the implications of our findings, while Section 7 concludes.

2. Background
2.1. Institutional context

In March 2020, the Australian government announced the COVID-19 Early Release of Super (ERS) scheme, allowing
eligible citizens to withdraw up to A$20,000 of their retirement savings across two application rounds. The first round
was available from mid-April until the end of June, while the second round was available from July to December. In
each round, individuals could request a withdrawal of between A$1,000 and A$10,000. Applications were made through
an online government portal in which individuals indicated that they were experiencing financial hardship due to the
pandemic.

The ERS scheme was a radical change to the historically strict retirement savings system in Australia. Unlike most other
countries, saving for retirement is mandatory in Australia. Employers must regularly contribute a designated amount into
their employees’ retirement savings accounts—currently 10 percent on top of the employee’s earnings. These compulsory
contributions typically account for most of Australians’ retirement savings, though individuals can also make additional
voluntary contributions. The funds held in these retirement savings accounts are typically inaccessible until individuals
reach their preservation age (for most, 60 years of age), except in situations of personal or financial hardship. However,
even in these circumstances, individuals are required to provide extensive supporting documentation before receiving
access to their retirement funds.

It is within this context that the ERS scheme generated significant public attention (e.g., Butler, 2020; Clarke and Robb,
2020; Whittaker, 2020). Questions were raised around whether allowing the early withdrawal of retirement savings was
the most effective way to financially support Australian citizens in need, given other financial support measures that were
announced around the same time.! There were also concerns about how the scheme was implemented—particularly the

1 In late March 2020, the Australian government also announced the JobKeeper Payment scheme: a temporary wage subsidy programme which
incentivised businesses to retain their employees during the lockdown period. Eligible employers received a fortnightly payment per employee who
remained on their payroll (initially A$1,500), to be used towards employees’ wages. These payments played a critical role in providing working
Australians confidence that they would remain employed and continue to receive some regular income while in lockdown.
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limited controls put in place to validate citizens’ eligibility for the scheme. Like many other countries, the Australian
government outlined a set of criteria that needed to be met for citizens to be eligible to apply for a withdrawal; for
example, being made redundant or having reduced work hours. However, the application form for the ERS scheme
required no formal proof of eligibility—instead relying on individuals honestly self-reporting that they were experiencing
financial hardship.2 This prompted concerns that many citizens would be tempted to withdraw funds without adequately
considering how it would impact their future retirement.

Having now concluded, the ERS scheme has seen nearly five million applications for withdrawals and over A$36 billion
in funds released—about one percent of the total retirement funds in Australia (Australian Prudential Regulation Authority,
2021b,c). This high uptake has only increased the importance of understanding who accessed the scheme, how they used
it, and what impact it had on their financial circumstances at the time.

2.2. Literature review

The allowance of early retirement withdrawals has been a topic of interest for researchers and policymakers since well
before the pandemic. Prior research has primarily focused on who requests early withdrawals and why. For example,
Amromin and Smith (2003) examined the different circumstances in which U.S. households tended to request early
withdrawals. Their findings suggested that withdrawals were often made to buffer against shock events, such as job loss
or marital separation. Similar results were observed by Argento et al. (2015), who investigated early withdrawal rates
during the Great Recession. Loibl et al. (2019) explored related questions in the U.K. context following recent legislative
changes that gave individuals different options for drawing down their retirement savings after reaching the age of 55.

A consistent finding throughout this previous work is that early withdrawers tended to be in more vulnerable financial
situations. Individuals who accessed their retirement savings early typically had fewer financial assets—both inside and
outside of retirement accounts (Amromin and Smith, 2003; Argento et al., 2015; Butrica et al., 2010). Additionally, early
withdrawers tended to be less formally educated (Butrica et al., 2010) and more overconfident in their financial knowledge
(Lee and Hanna, 2020). This should raise concerns about whether withdrawers adequately consider the impact that
accessing their savings can have on their future retirement balance—particularly given people’s tendencies to be biased
towards immediate outcomes (O’Donoghue and Rabin, 1999) and to discount the growth rates of exponential functions
(Stango and Zinman, 2009).

Other research has investigated how individuals use their withdrawn funds. Recent work by Agarwal et al. (2020)
examined early withdrawals in Singapore, where individuals are permitted to withdraw between 10 to 30 percent of
their retirement savings once they turn 55. Their study observed three main uses for funds. First, the withdrawal allowed
for greater spending—especially for individuals who were liquidity constrained (defined by low bank balances). Second,
many individuals took advantage of the withdrawal to pay down credit card debt, which would likely incur greater
interest charges than their retirement savings would earn. Third, individuals also appeared to keep excess funds in a bank
savings account as much as 12 months post-withdrawal, despite these having lower interest rates than retirement savings
accounts. The authors hypothesised that withdrawers may have held onto liquid funds while waiting for opportunities to
invest in stocks or housing.

Understanding the implications of allowing early access to retirement savings has only become more topical since the
pandemic, following unprecedented relaxations of early withdrawal restrictions around the world. Recent research from
Chile estimated that every dollar withdrawn will reduce withdrawers’ monthly retirement benefits by as much as seven
percent (Lorca, 2021). Despite this, other work from the U.S. suggests that allowing access to future benefits may have an
overall benefit to welfare by helping individuals meet their short-term consumption needs (Catherine et al., 2020).

Whether this is true for the Australian government’s ERS scheme remains to be seen. Bateman et al. (2021) examined
individuals’ decision to withdraw via the scheme, finding that many withdrawers made the decision in less than a week
of learning about the scheme and either were unsure or did not care about the long-term impact of their withdrawal.
However, their work did not extend to what happened after the withdrawal—that is, how the funds were used or
whether this improved withdrawers’ financial circumstances. The limited research that has investigated how ERS scheme
withdrawers used their funds (Australian Bureau of Statistics, 2021; Warren, 2021) has relied on survey responses, which
are susceptible to demand characteristics. Respondents typically claim to have used their withdrawn funds for essential
expenditures, such as household expenses and debt repayments; however, there have also been reports of withdrawers
spending on discretionary items, such as gambling and alcohol (Ryan, 2020). Our study thus has the opportunity to
provide unique insight into the ERS scheme in two ways. First, by providing objective data on how individuals spent
their withdrawn funds, which will either corroborate or refute previous findings based on self-report. Second, by going
one step further to also evaluate whether the decision to withdraw was demonstrably beneficial for individuals, at least
in the short-term.

2 However, applicants were advised that they may later be asked to provide evidence of eligibility to the Australian Taxation Office (ATO). There
were also reports of the ATO investigating instances where citizens appeared to have withdrawn funds without being eligible (Roddan, 2020).
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3. Data

The data used in our analyses were provided by Commonwealth Bank of Australia (CBA).> As the largest financial
institution in Australia, CBA has visibility over the financial choices and outcomes of millions of its customers.

3.1. Early withdrawal dataset

The initial dataset provided by CBA consisted of 1.54 million incoming account transactions that had been inferred to
be withdrawals made through the ERS scheme. These transactions were identified using a range of filters; for example,
searching for keywords (e.g., “super”, “early”, “covid”) and restricting to transactions with amounts between the minimum
and maximum withdrawal amounts of A$1,000 and A$10,000.

A cursory exploration of this dataset revealed that most, if not all, transactions from the same retirement plan provider
(known as ‘superannuation funds’ in Australia) shared the same description. We observed a long tail when conducting a
frequency count of unique transaction descriptions, indicating the likely presence of false positives (e.g., transactions be-
tween two individuals that had incidentally contained the word “super” in the transfer description). To avoid erroneously
classifying these transactions as withdrawals, we filtered the dataset to the fifty most common transaction descriptions.
This accounted for 93 percent (1.43 million transactions) of the original dataset.

The retirement plan providers associated with these descriptions mapped closely to government-published data on
the size of Australian superannuation funds (Australian Prudential Regulation Authority, 2021a). This gave us confidence
in our filtered dataset being an accurate representation of ERS scheme withdrawals. As an added precaution, we also
applied several further exclusions based on constraints of the ERS scheme. For example, we excluded cases where an
individual received payments on multiple occasions from the same plan provider into an account that they solely owned.
This should not be possible given the ERS scheme only permitted one application per round. Instead, it was more likely
to indicate the receipt of a regular pension or annuity payment. Following these exclusions, our final dataset consisted of
1.37 million transactions belonging to 1.04 million unique individuals.

3.1.1. Withdrawal timings

As the turnaround time for processing ERS scheme applications and making payments was short (on average, 3.3
business days; (Australian Prudential Regulation Authority, 2021b), we used the date in which individuals received their
withdrawal to proxy for the date of their application. About 60 percent of these transactions were withdrawals made
during the first round of the ERS scheme (between April and June 2020), while the remaining 40 percent were made
during the second round (between July and December 2020).

Fig. 1 shows the distribution of dates when the ERS scheme withdrawals were received. In both rounds, we observed
that the number of withdrawals peaked immediately after the application process opened—consistent with government-
published reports on the scheme (Australian Prudential Regulation Authority, 2021b). Although the first round of the
scheme spanned a month and a half, over one-third (37 percent) of the withdrawals we observed were made within the
first two weeks. A similar proportion (40 percent) of withdrawals were made within the first two weeks of the second
round, despite individuals having six months to apply.

3.1.2. Withdrawal amounts

Across both rounds, we observed that almost 60 percent of withdrawals took out the maximum A$10,000 permitted
(Fig. 2). In line with previous findings (Bateman et al., 2021), the median withdrawal amount was therefore A$10,000. The
mean withdrawal amount was A$7,621—again consistent with government data, which reported an average withdrawal
amount of A$7,569 across all ERS scheme withdrawals (Australian Prudential Regulation Authority, 2021b).

3.2. Demographic and financial characteristics

In addition to the early withdrawal dataset, CBA also provided individual-level demographic and financial data of its
customers. Demographic characteristics (e.g., age, tenure with CBA) were provided as of March 2020—just prior to the
ERS scheme becoming available. Financial characteristics, such as types of financial products held (e.g., savings accounts,
credit cards) and account balances, were provided on a monthly basis between October 2019 (six months prior to the ERS
scheme) until December 2020 (six months after the end of the first round of the ERS scheme).

4. Methodology

In this section, we describe two sets of analyses we conducted to investigate the research questions outlined at the
start of the paper. Our first analysis sought to explore potential differences in the characteristics of individuals who chose
to withdraw via the ERS scheme by comparing a subset of withdrawers identified through the early withdrawal dataset
(‘Withdrawer sample’) with a representative sample of CBA customers (‘Representative sample’). Our second analysis
aimed to examine the consequences of withdrawing by comparing a further filtered subset of withdrawers to a matched
sample of individuals who did not withdraw (‘non-withdrawers’). For each analysis, we first describe our approach to
deriving the samples of individuals used in the comparisons, before elaborating on our methodology.

3 Data were anonymised prior to usage but included unique customer identifiers to link individuals across datasets.
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4.1. Examining characteristics of withdrawers

4.1.1. Sampling approach

After our initial filtering of the early withdrawal dataset provided by CBA, there were 1.04 million individuals who were
identified as having withdrawn via the ERS scheme. We narrowed our focus to the 810,275 individuals (about 80 percent
of the initial sample) who had withdrawn in the first round of the scheme, regardless of whether they had withdrawn in
the second. We did so because our interest was in examining individuals’ financial data in the six months prior to the ERS
scheme’s announcement (i.e., between October 2019 and March 2020). We viewed this as an indication of individuals’
financial circumstances prior to the pandemic and in the lead up to their decision to withdraw.

Of these individuals, we excluded those with missing demographic characteristics or who were listed as residing
outside of Australia (26,679 individuals). We also restricted our sample to individuals for whom CBA was likely to be their
main financial institution (‘MFI customers’)* during the six-month observation period. Applying this restriction yielded
two benefits. First, it reduced the likelihood that the data we analysed were incomplete due to individuals conducting
their primary banking activities elsewhere. Second, it allowed us to track these individuals’ ‘Financial Wellbeing (FWB)
scores’, which CBA calculates monthly for its MFI customers. These scores are derived using the observed component
of the Melbourne Institute (MI) Financial Wellbeing Scales—originally developed in Comerton-Forde et al. (2018) and
later improved in Haisken-DeNew et al. (2019)—and provide an overall picture of individuals’ financial health based on
their observed bank data.” Applying these exclusions resulted in a final sample of 579,959 individuals—referred to as the
‘Withdrawer sample’. We also randomly selected 100,000 CBA customers who met these criteria, whom we referred to
as the ‘Representative sample’.

4.1.2. Differences in withdrawers’ demographic and financial characteristics

We compared our Withdrawer and Representative samples across a range of demographic and financial characteristics,
such as age, income, account balances, and arrears history. As mentioned previously, these comparisons were made for
the six months prior to the ERS scheme’s announcement—between October 2019 and March 2020. Welch t-tests were
used to compare continuous data and two-proportion z-tests were used to compare binary data.

4.2, Examining consequences of withdrawing

4.2.1. Sampling approach

For our matching analysis, we considered income to be a key predictor in individuals’ decision to withdraw via the ERS
scheme—and therefore an important variable to match on. Thus, we chose to exclude individuals from our Withdrawer
sample for whom we did not observe income in the six months prior to their withdrawal. In doing so, we hoped to reduce
the likelihood that individuals in our sample were receiving income into accounts at other financial institutions, which
we would not have visibility over. Applying this exclusion lowered our sample from 579,959 individuals (our Withdrawer
sample from the earlier analysis) to 393,088 individuals.

To identify suitable matches for these individuals, we first created a pool of two million randomly selected CBA
customers for whom we had not observed an ERS scheme withdrawal. We then applied the same exclusions described
previously in Section 4.1.1 (e.g., restricting the sample to MFI customers), which left about 1.1 million potential matches.
From this pool, we conducted our matching procedure to identify 393,088 ‘non-withdrawers’—individuals who had not
withdrawn via the ERS scheme, but who shared similar demographic and financial characteristics to those who had.

4.2.2. Propensity score matching

To explore the consequences of withdrawing via the ERS scheme, we used propensity score matching (PSM) (Rosen-
baum and Rubin, 1983b), which has been widely used to estimate causal effects in non-experimental settings (e.g., Dehejia
and Wahba, 2002; Wu et al.,, 2008). One of the benefits of PSM over other matching approaches is that it does not suffer
from the ‘curse of dimensionality’, whereby the effectiveness of matching is reduced with large numbers of matching
covariates (Zhao, 2008).5

The first step in our matching procedure was to select a set of covariates that were expected to have an influence
on individuals’ likelihood of treatment (in our case, the decision to withdraw) and our outcomes of interest. A previous
survey had found that the most commonly reported motivations for withdrawing were financial: loss of income, needing

4 cBA internally classifies its customers as being ‘MFI customers’ based on their observed financial activity (e.g., frequency of incoming and
outgoing transactions).

5 The MI Financial Wellbeing Scales use individuals’ bank data to calculate monthly scores across five components: how often individuals
experience payment problems, have low liquid balances, have high expenditure, can cover their expenses, as well as how their savings balances
compare to others of the same age. This extends beyond previous measures that have focused on self-reported perceptions around financial wellbeing
(e.g., Netemeyer et al,, 2018; Prawitz et al.,, 2006), instead conceptualising financial wellbeing as being a combination of subjective and objective
elements (Briiggen et al, 2017; Consumer Financial Protection Bureau, 2017; Muir et al, 2017). While previous work has considered objective
indicators of financial wellbeing (e.g., Greninger, 1996), the scales make the first attempt to develop an overarching measure of financial wellbeing
using only objective data.

6 However, see King and Nielsen (2019) for limitations of the PSM approach.
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Table 1
List of covariates used in propensity score matching procedure.
Covariate Definition
Age Age (in years).
Gender Reported gender.
Tenure Tenure (in years) with bank.
State Reported state or territory of residence.
Financial Wellbeing scores Mean MI Financial Wellbeing Scales scores during observation
e Overall score period. See Comerton-Forde et al. (2018) and Haisken-DeNew
e Low Balance score et al. (2019) for further detail on how the overall and
e Expenses Covered score component scores are calculated.

e Relative Savings score
e Payment Problems score
e Net Spending score

Income Mean estimated monthly income during observation period.
e Months 1-3 Divided into the first three months prior to withdrawal
e Months 4-6 (Months 1-3) and the three months before that (Months 4-6).
Product holdings Binary flag (1 = Yes) indicating whether customer held each
e Transaction account product type at any point during observation period.

e Savings account
e Debit card
e Credit card
e Personal loan
e Home loan
Account balances Mean total balance across each product type during
e Transaction account observation period.
e Savings account
e Debit card
e Credit card
e Personal loan
e Home loan

Arrears Binary flag (1 = Yes) indicating whether customer had been
e Transaction account in arrears for >7 days consecutively on each product type at
e Savings account any point during observation period.
e Debit card

e Credit card
e Personal loan
e Home loan

Deferrals Binary flag (1 = Yes) indicating whether customer had
e Credit card requested a deferral on each product type at any point during
e Personal loan observation period.
e Home loan

Card spend Mean monthly spend across each card type during observation
e Debit card period.
e Credit card

Repayments Mean total monthly repayments made for each product type
e Credit card during observation period.
e Personal loan
e Home loan

Note. Observation period refers to the six months prior to individuals’ withdrawal period.

to pay immediate expenses, or taking precautions to cover future bills (Bateman et al., 2021). Thus, we sought to match
individuals on their financial positions prior to the ERS scheme, as observed through CBA data. We included indicators
such as individuals’ income, their account balances, and their history of being in arrears (see Table 1 for the full list of
matching covariates and their definitions).

As described above, our sample of withdrawers consisted of 393,088 individuals. We divided these individuals into
three subsets based on which month they had received their ERS withdrawal: April (110,411 individuals), May (184,028
individuals), and June (98,649 individuals). For each subset, we observed the individuals over the six months prior to their
respective withdrawal month (e.g., between December 2019 and May 2020 for June withdrawers).

We then sought to identify suitable matches for these withdrawers from our pool of 1.1 million non-withdrawers.
Naturally, because these non-withdrawers had not received any funds via the ERS scheme, we could not separate them
into subsets as we had done for the withdrawers. Instead, we created three datasets using the same pool of individuals.
The first dataset observed the characteristics of these individuals between October 2019 and March 2020, allowing us
to identify suitable matches for our April withdrawers. Likewise, we observed the same individuals between November
2019 and April 2020 to identify matches for our May withdrawers, as well as between December 2019 and May 2020 to
identify matches for our June withdrawers.

We thus conducted our matching exercise thrice—once for each subset of withdrawers with the corresponding pool of
non-withdrawers. We implemented 1:1 nearest neighbours matching without replacement using R 4.0.2
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Fig. 3. Propensity score distributions of customers who withdrew using ERS scheme (withdrawers) and matched customers who did not
(non-withdrawers) before and after matching.

(R. Core Team, 2020) with the Matchlt package (v3.0.2; (Ho et al., 2011)). This resulted in matched samples for April
(220,822 individuals), May (368,056 individuals), and June (197,298 individuals).

4.2.3. Quality of matching

Fig. 3 shows the distribution of propensity scores between the April, May, and June subsets before and after conducting
our matching procedure. A visual inspection of the data revealed that the distributions overlapped completely after
matching. This indicated that there was a clear region of common support (Lechner, 2008) and that subsequent analyses
would be examining comparable individuals (Dehejia and Wahba, 1999).

We next assessed balance on our matching covariates using R 4.0.2 (R. Core Team, 2020) with the cobalt package
(v4.2.3; (Greifer, 2020)). Appendix Table A5 reports the absolute standardised mean differences (ASMD) for each covariate,
as well as the variance ratios for continuous variables. We labelled covariates as balanced where the ASMD was below
0.1 and the variance ratio was between 0.5 and 2 (Austin, 2009; Rubin, 2001). Across all three matched datasets, we
observed only two potential instances of imbalance. For the May and June subsets, the covariate estimating individuals’
income four to six months prior to withdrawing returned variance ratios of 0.47 and 0.46 respectively—only slightly
outside the recommended thresholds. All other covariates were balanced in terms of both ASMD and variance ratios. As
an additional check, we assessed the balance of our matched samples in the six months prior to the observation period
that were used to determine the matches (i.e., month 7 to 12 prior to withdrawal) (Appendix Table A6). These tests also
indicated high levels of balance, giving further confidence in our datasets being well matched and suitable for analysis.

4.2.4. Post-matching regressions

Once satisfied with our matched samples, we proceeded to compare withdrawers and non-withdrawers in their
subsequent financial behaviour and outcomes. We examined three ways individuals may have used their withdrawn
funds: spending, repaying personal debts, or saving. We also examined two ways in which individuals may have benefited
from having access to the withdrawn funds: avoiding arrears and improving their overall financial wellbeing (as measured
via their FWB scores). For each outcome, we tracked individuals over the six months following the withdrawal period. We
separated these six months into two three-month periods (‘Months 1 to 3’ and ‘Months 4 to 6’) to observe the immediate
and longer-term consequences of withdrawing.

Differences in outcomes were analysed using OLS regression (for continuous outcomes) and logistic regression (for
binary outcomes). We controlled for the same covariates used during the matching process (Table 1) and clustered
standard errors at the matched pair level (Abadie and Spiess, 2021). Although we ran separate regressions for each of the
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April, May, and June matched samples, we found that for most of the outcomes analysed, the estimates were directionally
consistent and varied only in their magnitude. Thus, to simplify our results, we report a single estimate per outcome based
on a weighted average of the significant effects (at the .05 level or lower) yielded by our three regressions (however, see
Appendix Tables B1 to B5 for the individual regression results).

4.2.5. Sensitivity analyses

For any analysis that involves matching, a key assumption is that of strongly ignorable treatment assignment: each
outcome analysed should be independent of treatment assignment after conditioning on the covariates used for matching
(Rosenbaum and Rubin, 1983b). In the context of our analysis, this required the assumption that there was not an
unobserved covariate that could influence the assignment of treatment (i.e., individuals’ decision to withdraw from their
retirement savings) and our outcomes of interest (e.g., subsequent debt balances). To address concerns about potentially
unobserved covariates, it is often recommended that sensitivity analyses are conducted to help assess the robustness of
reported results (e.g., Rosenbaum and Rubin, 1983a; Stuart, 2010). We conducted these analyses for continuous outcomes
using the sensemakr package (v0.1.3; (Cinelli et al., 2020)) in R 4.0.2 (R. Core Team, 2020) (Appendix Table A7). We report
the partial R? values, which estimate how strongly an unobserved covariate must influence both treatment assignment
and each outcome of interest to render our effects non-significant (Cinelli and Hazlett, 2020).

5. Results
5.1. Characteristics of withdrawers

Due to the large sizes of our samples, nearly all comparisons between our Withdrawer and Representative samples
yielded statistically significant effects (at the .001 level). We thus focus on the differences we considered most relevant in
characterising the types of individuals who chose to withdraw via the ERS scheme (however, see Appendix Tables A1-A4
for a comprehensive view of our comparisons).

5.1.1. Demographic characteristics

On average, individuals in the Withdrawer sample were younger compared to those in the Representative sample
(34 years vs 37 years; p < .001). Although the difference in mean ages was relatively small, the distribution of ages was
noticeably different. Over 43 percent of withdrawers fell within the 26 to 35 age band, whereas only 33 percent did in
our representative cohort (Fig. 4).

Of the individuals for whom we could estimate an income,” we also observed that withdrawers tended to earn less—
even after controlling for their younger age (p < .001). About three-fifths (63 percent) of individuals in the Withdrawer
sample earned an estimated net annual income between A$20,000 and A$60,000, compared to about half (55 percent) of
those in the Representative sample (Fig. 5). In contrast, withdrawers were less likely than their representative counterparts
to have incomes above A$60,000 (17 percent vs 26 percent).

7

5.1.2. Account balances

We next examined individuals’ account balances across five product types: transaction (checking) accounts, savings
accounts, credit cards, personal loans, and home loans. We calculated their average balance across the six-month
observation period and compared this between our Withdrawer and Representative samples (conditional on individuals
holding each product type).

Our comparisons indicated that individuals in our Withdrawer sample had lower median transaction account balances
(A$618.23 vs A$986.18) and savings account balances (A$482.40 vs A$1,285.26) than those in our Representative sample.
In addition to having lower liquid balances, withdrawers also tended to have higher short-term debt balances. The median
balance owed for our Withdrawer sample was about 7 percent higher for credit cards (A$2,223.29 vs A$2,068.74) and
about 10 percent higher for personal loans (A$10,709.43 vs A$9,717.03). These differences were similarly observed at the
mean-level (p’s < .001) and persisted after controlling for age differences.

5.1.3. History of arrears

Conditional on holding each product type described in the previous section, we also calculated the proportion of
individuals who had been in arrears in the six months prior to the introduction of the ERS scheme. For debit accounts
(transaction and savings accounts), we classified individuals as being in arrears if their balance remained negative for
seven or more consecutive days. For credit accounts (credit cards, personal loans, and home loans), individuals were
considered to be in arrears if they failed to meet their repayment obligations for at least seven consecutive days. Across
all product types except for savings accounts, we observed that individuals in our Withdrawer sample were more likely
to have been in arrears than those in our Representative sample (p’s < .001). In the case of credit cards and home loans,
arrears rates were about twice as high for withdrawers (9.7 percent vs 5.8 percent for credit cards; 8.2 percent vs 3.4
percent for home loans).

7 Individuals’ net annual income was estimated by annualising salary transactions and other identified income streams deposited into their bank
accounts over the six-month observation period.
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Fig. 6. Comparison of customers who withdrew using ERS scheme (withdrawers) and representative sample of bank customers (representative) by
MI financial wellbeing scales band.
Note: Ranges indicate the overall scores from the MI Financial Wellbeing Scales which fall within each band.

5.1.4. Financial wellbeing scores

Finally, we examined individuals’ average observed Financial Wellbeing (FWB) scores, derived using the MI Financial
Wellbeing Scales (Haisken-DeNew et al., 2019). Withdrawers scored lower than our representative sample across all five
items: experience of payment problems, having low liquid balances, having high expenditure, being unable to cover
expenses, and having low savings balances relative to others of the same age (p's < .001). As a result, our Withdrawer
sample had a significantly lower combined FWB score of 33.84 (out of 100) compared to 45.27 for the Representative
sample (p < .001). Based on the qualitative labels described in Haisken-DeNew et al. (2019), over three-quarters (77
percent) of withdrawers were either ‘Having Trouble’ or ‘Just Coping’ (Fig. 6). In contrast, about 60 percent of individuals
in the representative cohort fell within these categories.

5.2. Consequences of withdrawing

5.2.1. Card spend

We first analysed the mean amount individuals spent per month on their debit cards, conditional on holding that
product throughout our six-month post-withdrawal observation period. As shown in Fig. 7, individuals who did and did
not withdraw averaged similar levels of spend in the months prior to the withdrawal. However, debit card spend in the
months that followed increased sharply for withdrawers relative to non-withdrawers. Our regression estimates indicated
that withdrawers spent an average of A$330.87 more per month in Months 1 to 3 (p’s < .001). This increase persisted in
Months 4 to 6, but to a lesser degree (A$125.71 per month) (p’s < .001). We observed a similar pattern for credit cards;
withdrawers exhibited higher spending than non-withdrawers in Months 1 to 3 (A$117.26 per month) (p’s <.001), which
tapered off during Months 4 to 6 (A$13.09 per month) (p’s < .01, except for the June matched sample).

We also analysed individuals’ expenditure at a more granular level, using spending categories assigned by CBA. These
include categories such as Eating Out, Groceries, Shopping, and more. Considering that most individuals had reported
using the withdrawn funds to pay for their mortgage, rent, or household expenses (ABS, 2021), we expected to observe
the greatest differences in spending in essential categories, such as Groceries and Utilities. However, we found that this
was not the case. During Months 1 to 3, the average withdrawer spent 7 percent (A$18.68) more per month on Groceries
purchases and 12 percent (A$16.74) more per month on Utilities purchases than the average non-withdrawer. However,
they also spent 16 percent (A$76.55) and 20 percent (A$34.98) more each month on Shopping and Entertainment
purchases respectively. These purchases might include those made in physical or online stores (e.g., clothing, cosmetics,
or electronics), purchases of digital goods (e.g., media streaming services), as well as online gambling.

726



N. Wang-Ly and B.R. Newell Economic Analysis and Policy 75 (2022) 716-733

Debit Card

: n
o
=]
o

1

Sample

Credit Card O Non-withdrawer

2,500 ®  Withdrawer

2,000 4

1,500 4

Average monthly card spend (

1,000

500

Jan '20 Apr '20 Jul '20 Oct '20 Jan '21
Month

Fig. 7. Average debit and credit card spend for customers who withdrew using ERS scheme (withdrawers) and matched customers who did not
(non-withdrawers).
Note: Dashed line indicates start of ERS scheme.

5.2.2. Debt balances

We next examined individuals’ account balances across their debt products with the bank: credit cards, personal
loans, and home loans. This allowed us to gauge the extent to which withdrawn funds had been used to make personal
debt repayments. For each of these debt products, we observed individuals’ account balance (or total balance if they
held multiple accounts) at the third and sixth month after withdrawal—again conditional on their holding the product
during the observation period. Our regressions indicated that withdrawers had lower average credit card balances than
non-withdrawers by A$436.97 and A$301.46 after three and six months respectively (p’s < .001). Likewise, their average
personal loan balances at three and six months were lower by A$430.56 and A$350.62 (p’s < .001). In contrast, we did
not observe any differences in home loan balances for either period (p’s > .05).

5.2.3. Liquid savings

We similarly examined account balances across transaction and savings accounts, which indicate the amount of liquid
funds individuals had available. On average, individuals who withdrew had higher balances in their transaction accounts
by A$825.85 after three months (p’s < .001, except for the April matched sample) and A$247.89 after six months (p’s
< .001). We also observed higher savings account balances by A$2,041.01 and A$1,127.95 after three and six months
respectively (p’s < .001) (Fig. 8).

5.2.4. Arrears

Moving on from how individuals used their withdrawn funds, we examined whether the decision to withdraw had a
positive impact on their financial outcomes. We first considered whether individuals had been in arrears during the first
three months (Months 1 to 3) and subsequent three months (Months 4 to 6) after withdrawing. Individuals were classified
as being in arrears if they had a negative balance (for transaction accounts) or were late on their repayments (for credit
cards, personal loans, or home loans) for seven or more days at any point during our observation periods. To contextualise
our findings, we describe the marginal effect estimates calculated using the mfx package (v1.2-2; (Fernihough, 2019)) in
R 4.0.2 (R. Core Team, 2020) (however, see Appendix Table B4 for the standard logistic regression estimates).

For Months 1 to 3, our analyses suggested that individuals who withdrew from their retirement savings were less likely
to fall into arrears than those who did not. Our estimates indicated that withdrawers were 0.08 percentage points (pp)
less likely to be in arrears than non-withdrawers on their transaction accounts (p’s < .001, except for the April matched
sample). We similarly observed decreased arrears rates in withdrawers for credit cards (—0.16pp) (p’s < .001), personal
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Fig. 8. Average savings balances for customers who withdrew using ERS scheme (withdrawers) and matched customers who did not
(non-withdrawers).
Note: Dashed line indicates start of ERS scheme.

loans (—0.05pp) (p's < .001), as well as for home loans (—0.10pp) (p < .01 for the May matched sample only).® During
Months 4 to 6, we observed the opposite trend. Compared to non-withdrawers, individuals who withdrew were more
likely to be in arrears on their transaction accounts (0.10pp) (p’s < .01) and personal loans (0.13pp) (p’s < .01, except
for the May matched sample). However, we observed no difference in arrears rates during this period for credit cards or
home loans (p’s > .05).

5.2.5. Financial wellbeing scores

As our final outcome, we compared individuals’ Financial Wellbeing (FWB) scores during the post-withdrawal period
(Fig. 9), as measured using the MI Financial Wellbeing Scales (Haisken-DeNew et al., 2019). Our comparisons indicated
that withdrawers had higher FWB scores than non-withdrawers after three months by 1.85 points (out of 100) (p’s <
.001). This difference grew slightly at the six-month mark, where the relative increase in FWB scores for withdrawers
was 2.18 points (p’s < .001).

5.2.6. Sensitivity analyses

Our sensitivity analyses suggested that most of our findings were highly robust (see Appendix Table A7). For example,
our most robust result was the significant increase in debit card spending observed in our April matched sample, with a
partial R? of 0.13. This indicates that an unobserved covariate would have to account for 13 percent of the residual variance
in both the treatment assignment (i.e., decision to withdraw via the ERS scheme) and the outcome to explain away the
effect. Although it is possible for such a covariate to exist, it is unlikely; for reference, we found that our chosen set of
matching covariates explained a combined 10 percent of variance in whether individuals withdrew via the ERS scheme.
However, it should also be acknowledged that several of our statistically significant results were less robust (e.g., monthly
credit card spend in Months 4 to 6 for our May and June matched samples), which suggests that greater caution should
be taken in their interpretation.

8 Although these effect sizes are small in terms of magnitude, they represent meaningful differences in relative terms. For example, arrears rates
for credit cards and home loans were about two and three percent respectively during the first three months post-withdrawal. Thus, our estimated

effects (—0.16pp and —0.10pp) indicate that withdrawers were about five percent less likely to experience arrears on these products compared to
non-withdrawers.
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Fig. 9. Average MI financial wellbeing scales scores for customers who withdrew using ERS scheme (withdrawers) and matched customers who did
not (non-withdrawers).
Note: Dashed line indicates start of ERS scheme.

6. Discussion

This study set out to examine the impacts of the Australian government allowing citizens early access to their
retirement savings through the Early Release of Super scheme. Our findings can be summarised under three key insights.
First, individuals typically applied to access their funds as soon as the scheme became available—with most withdrawing
the maximum A$10,000 per round that was permitted. On the one hand, this could reflect how urgently citizens required
financial support once the lockdown measures were implemented.? On the other hand, this could also be interpreted as
evidence that individuals were withdrawing via the scheme without adequately considering how this would impact their
future retirement balance. However, as our data do not allow us to discern between these potential interpretations, we
refrain from speculating further.

Second, compared to a representative sample of Australians, our sample of withdrawers were younger, earned less
income, held fewer savings and more debt, and were more likely to have recently experienced arrears. These are
characteristics that have been found to be associated with financial vulnerability (Hoffmann and McNair, 2019) and, in
line with previous work (Amromin and Smith, 2003; Argento et al., 2015; Butrica et al., 2010), suggest that the scheme
was accessed by individuals in poorer financial circumstances prior to the pandemic. From a policymaking perspective,
this could be viewed as a reassuring outcome; despite concerns about the limited controls in place to validate eligibility
in the application process, the scheme appears to have been primarily accessed by individuals who genuinely needed
financial support. At the same time, our findings should raise concerns about whether the scheme may further entrench
individuals who were financially vulnerable to begin with (Hoffmann et al., 2021).

Third, the withdrawn funds appeared to have had a net positive impact on individuals’ financial wellbeing in the
short-term. Consistent with Agarwal et al. (2020), withdrawers tended to increase their spending, pay down high-interest
debts (credit cards and personal loans), and held additional funds in their savings accounts.'® We also observed that

9 A survey conducted prior to the pandemic found that about half of Australian households had less than A$10,000 in savings and about one-fifth
of households would struggle to raise money to cover a A$3,000 emergency (Members Equity Bank, 2020).

10 1pa follow-up analysis, we considered the possibility that withdrawers’ higher liquid savings balances (relative to non-withdrawers) were due
to them earning more income in the months following the ERS scheme withdrawal. However, our analysis indicated that withdrawers averaged
$375.73 less per month in income compared to non-withdrawers in the three months post-withdrawal (p’s < .001) (Appendix Table B6).
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withdrawers were then less likely to experience arrears (at least in the initial months after withdrawing'!) and had higher
overall financial wellbeing, as measured using the MI Financial Wellbeing Scales. This suggests that the provision of early
access to retirement savings succeeded in helping citizens to meet their short-term consumption needs and financial
obligations—though whether these justify the potential longer-term consequences remains to be seen.

Overall, our analyses indicate that the ERS scheme achieved its intended purpose: it provided many Australians in
need with a financial lifeline and helped buoy them during uncertain and turbulent times. At the same time, our findings
suggest several potential policy considerations for future governments looking to allow the early access of retirement
funds. For example, the fact that over half of withdrawals applied for the maximum of A$10,000 highlights the importance
for governments to carefully consider how withdrawal limits are set. While these withdrawals could simply reflect the
true amount of money individuals needed to financial sustain themselves, it may have been the case that many citizens
were unsure of how much to withdraw—not knowing how long the pandemic would continue for. Thus, they may have
either anchored to the maximum limit set by the government (Kahneman and Tversky, 1974) or considered it to be an
implicit recommendation (Krijnen et al., 2017). Future governments may want to explore ways to discourage citizens from
withdrawing the maximum permitted amount if it exceeds how much they are likely to need. For example, governments
could provide projections which estimate the impact of withdrawing on prospective withdrawers’ future retirement
balance, thereby helping them to accurately weigh up the benefits of having the funds today against the future reduction
in their balance.

Another consideration for governments is how to best support individuals after they have decided to access their
retirement savings early. Our analyses indicated that a large proportion of ERS scheme withdrawers were young—with
over half under the age of 35. For these individuals, retirement is likely to be thirty or more years away, in which case
the estimated impact of a A$10,000 withdrawal could mean as much as $43,000 at retirement (assuming an average
growth rate of 5 percent). As this could drastically affect withdrawers’ quality of life when retired, governments may
want to consider ways to encourage re-contribution of withdrawn funds. For example, the Australian government has
already introduced tax concessions for withdrawers who contribute funds back into their retirement savings accounts.
In Australia, citizens normally receive tax benefits for making voluntary contributions (on top of their compulsory
employer contributions) up to an annual cap. The recent legislation gives withdrawers until 2030 to re-contribute their
withdrawn funds without these counting towards the annual cap. Alternatively, governments may instead mandate that
the withdrawn funds must be repaid over time, as was the case with the early withdrawal provisions implemented by
the U.S. government.

Outside of the government, retirement plan providers may also have a role to play in encouraging withdrawers to
replenish their retirement savings. These providers have visibility over which of their members withdrew and what
amount was withdrawn. With this information, it would be possible to send targeted, personalised communications to
those who have withdrawn. For example, these messages could compare withdrawers’ projected lump sum retirement
balance or equivalent annuity depending on how much they choose to contribute back into their account (see Goda et al.,
2014; Goldstein et al.,, 2016; Smyrnis et al., 2021). Such messages may also find it effective to frame re-contributions as
a way to secure withdrawers’ financial comfort in retirement (Eberhardt et al., 2021).

7. Conclusion

The Early Release of Super scheme provides an insightful case study into the consequences of governments allowing
early access to retirement savings. It also demonstrates the importance of thoughtful policy design and implementation,
which can influence citizens’ reactions and responses. Our findings highlight the short-term benefits to permitting the
early withdrawal of funds, but also raise questions about whether they will justify the longer-term consequences. Future
researchers may be interested in addressing these questions as more data become available, as well as comparing
the effectiveness of early withdrawal policies across countries. For practitioners, there are opportunities to design
interventions that encourage withdrawers to re-contribute towards their retirement savings and help them to remain
on track for a comfortable retirement. The sooner such interventions can be deployed, the smaller the impact that the
withdrawals will have on citizens when they reach retirement age.
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