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Part 1

Recent trends in household savings in the euro
area
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Saving, investing and wealth accumulation

Saving Investing

Residual income used to acquire
financial and non financial

assets long-term investment

A

Short-term financial assets
EUR 6 trillion

Long-term financial assets
EUR 12 trillion

Non-financial assets
EUR 28 trillion
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Household saving is the main
source of funds to finance
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Households’ total wealth

Significant increase until the start of the global financial crisis in 2007

50,000
AIswg 45,000
40,000
35,000
30,000
25,000
20,000
1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011
-=Financial and Non-Financial Assets
Source: ECB (EUR billions)
cfome [siger s
Households’ total wealth allocation
Change in composition driven by ...
1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011
M Financial assets M Non-financial assets
Source: ECB
efama

Slide n° 6




Households’ total wealth allocation

... diverging trends between stock and housing market prices until 2008
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Households’ financial asset allocation

Increasing share of retirement savings (since 1999) and deposits (after 2007)
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Retirement savings asset allocation

Increasing share of households’ indirect holdings of investment funds
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Households’ gross savings

Sustained rise in gross savings until 2009
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Households’ acquisitions of assets
(EUR billions)
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Households’ acquisitions of financial assets
Lower demand for almost all asset classes since 2008
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Households’ acquisitions of financial assets

Disinvestment from investment assets since 2008

588 588 592
531 543 - B === 449

. A4 gy

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

Deposits and retirement savings M Bond, quoted shares and investment funds

Source: ECB

efama Slide e 13

Developments since 2008 in a nutshell

= Gross saving remaining relatively high

. Demand for non-financial (housing) assets remaining strong
- Retirement savings remaining strong, albeit low in 2011

. Demand for investment assets taking a big dip

= Holdings of investment funds via retirement savings continued rising

= Word of caution: outside the euro area, some countries have seen
different trends in household saving pattern
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Part 2

EFAMA'’s survey on long-term savings
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Motivation

» The decline in savings in financial assets and the retreat from
investment assets raise many questions

« EFAMA has surveyed its members to get their perspectives on two
broad issues
«» the factors explaining the fall in household savings in financial assets

+ potential solutions to address household concerns and to encourage long-term
savings
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EFAMA’s members

46

Corporates
1
Associate

57 responses
from

21 countries

10

Associations
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Who participated in the survey?

Spain

Czech Rep.

1
Denmark
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Methodology used to

Basics

= Multiple choice questions

efama

rank results

= Rank each option on a 1-5 scale (1least relevant, 5 most relevant)

= Each chart presents the options marked 4 or 5
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Fall in household savings in financial assets

Cyclical ® or structural?

Cyclical

77%

efama (*) linked among other things to market uncertainties, deleveraging and low interest rates Slide ° 19

Factors behind fall in savings in financial assets

Lack of trust, market risk, poor performance

65%
65% 65%
40%
; 9%
Lack of t : .
: st Market risk .
Poor
performance L3k "‘_f Fees
appropriate
advice at the
point of sale
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How to address lack of trust?

By addressing household concerns about market risk and performance

Market risk Performance

Household
trust

INVESTOR EDUCATION

91% of the respondents believe asset managers can contribute to
improve household trust in financial assets
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How to address concerns about market risk?

By enhancing value proposition at the manufacturing level

61%

42%
21%
“<
______________________
Stronger protection T /
against certain risks Absolute return T
products New solutions with

insurers
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How to address concerns about market risk?

By enhancing value proposition at the distribution level

81%

75%

74%

p

Better understanding of
investor needs
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How to address concerns about performance?

By encouraging households to invest over a long period of time

Encourage households to save

0,
over a long period of time 81%

Integrate risk mitigation

. 54%
mechanisms

Improve cost-effectiveness 40%

Invest more in alternative asset
classes

Hi|
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Why is saving for the long term important?

Because long-term savings tend to generate higher returns than short-term savings

93% of
survey
participants
share this

view
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Why LT savings tend to generate higher returns?

premium and liquidity premium

Avoid buying high and selling low

« Lower transactions costs

» Compound interest rates

« Reinvestment of returns

Take advantage of macro trends « LT savings associated to

regular subscriptions

Create opportunities to investin

. 28%
alternative asset classes

i
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How to spur supply of LT savings products?

Key factors for asset managers

82%
65%
54%
32%
Incentives for
retirement Household —
ing: i i EU fi rk for
LT investments New products
for retail from competitors

investors

cfom [stder 27
Strong call to explain benefits of LT savings
Do you believe households still need to become aware of the benefits of LT savings?
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Benefits of long-term savings

What can asset managers do to raise awareness?

Encourage authorities at EU and
. 72%
national level

Launch a common information 58%
initiative on LT savings benefits :

Finance an entity to communicate on

0,
LT savings benefits 25%
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How to encourage retirement savings?

What can asset managers do?

Develop retirement-oriented products 77%

Offer low-cost solutions to retirement

()
product providers 23%

Develop distribution solutions to have

. . 26%
direct access to end-clients
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What can the industry do in a nutshell?

-Understand
-Communicate
- Advice

Trust

-Encourage long-
term savings

Market risk Performance

Awareness Products

Inform about
benefits of long-
term saving

» Promote investor

Develop
retirement
oriented, low
cost products

« Encourage retirement

d 5 — 2
-elr:jff)a:ﬂrr?Zbout future Authorities fi:vrI:;l:se EU framework
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Thank you for your attention!
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