LA TRIBUNE MENSUELLE DES MEMBRES DU GSCGI

THE IFA's

EALTH

RAM

Vol.XI — N*113 — Février 2022

LE SPONSOR DE FEVRIER 2022

A shift for long-term savings in Europe?
-.article by Simon Colboc, FEPI Secretary General, as published in Dec. 2021 by wwwifecif.eu

A recent study by CMI Strategies has revealed
interesting trends about long-term savings in France
and in Europe:

© There is a growing discrepancy in Europe
between the need to increase long-term savings
(not least for retirement) and the difficulty to find
suitable investments.

© The need to save for retirement keeps increasing;
at the same time there is a glut of additional
savings following the COVID crisis, yet this extra
money sits idle rather than being invested to
produce long-term results.

© Governments are creating new long-term
investment vehicles but are so far stopping
short of actively recycling money earmarked for
retirement but poorly allocated.

© Consumers are left to fend for themselves, with
the wealthiest having access to professional
advice and deploying their assets across
innovative investment options from PE to
infrastructure funds and ESG vehicles, while
others are left out.

As is often the case, there is a lot of activity at both
ends of the chain, inventing new tax wrappers and
pushing investments, but very little attention paid to
enabling consumers to take decisions that are right
for them.

An increasing demand for long-term investing

CMI Strategies’ investigations confirmed that there
is considerable demand from consumers for long-
term savings. Savings rates have been consistently
high across FEurope, and they have skyrocketed
following the recent COVID-19 crisis. This crisis has
generated ‘forced’ savings for entire categories of the
population who were able to maintain their income
but reduced their expenses as lockdowns greatly
reduced opportunities to dine out, socialise or travel.

In France for instance, there was a staggering
€267/bn saved by consumers as of end of September
2021, or over €150bn more than expected. These
‘COVID savings' are sitting in current accounts, as
households seem to ponder what to do with them.
Some will probably find their way back into the
economy as delayed consumer spending — deferred
holidays abroad or additional spending on home
improvements. Some will also be kept available
as emergency cash, as recent events have shown
is important. But a large proportion will have to
find its way into additional long-term savings and
investments.

Taking a wider perspective, the same mechanism
seems to apply across all European markets, and
only to highlight the need to realign the c€30tn
“4th Pillar” financial assets consumers hold for long-
term purposes but mostly keep in safe, low-return
investments.

Old solutions no longer work

Funnelling long-term savings into the ‘real
economy has historically been the main mission of
institutional investors, pension funds or life assurers.
These investors provided safe or even guaranteed
investment returns and annuities to participants
and policyholders. Financial market volatility and
increased transparency (not to mention the end
of the monetary illusion afforded by high inflation
rates) has put an end to this period.

Defined Benefit pensions and UK-style With-Profits
life assurance disappeared (for the most part) over
ten years ago from the range of available solutions
available to individual investors. Now, Continental
guaranteed life insurance policies (such as the French
Contrats en Euros or Belgian Branch-21 policies)
are coming to an end as well. Financial returns for
such products (largely backed by long-duration
government bonds) were buoyed from 1990 to
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2020 by gradually declining interest rates. But all
things come to an end, and these low interest rates
are now creating a problem for investors, as financial
returns barely pay for the institutions’ running costs,
not to mention paying a return to consumers.

Consumers are desperately looking for a substitute
to the risk-free returns that used to be provided by
capital-guaranteed life insurance policies. The plain
truth is that such risk-free returns were historically
provided through ‘monetary illusion’ as high nominal
rates of return allowed for hefty expense ratios while
leaving net returns that still appeared positive, even
though they often were lower than inflation. And
more recently from capital returns on long-duration
bonds, as discussed above.

New structures and investments provide
interesting perspectives

We are facing a fascinating combination of changes
along the savings & investments value chain. The
structures, tax wrappers and products designed to
house investments are shifting as needs evolve.
Governments used to favour life insurance as a
good way to attract consumer savings and channel
them into their own spending via gilts and T-bonds.
Easy access to cheap sources of capital from
capital markets have changed the perceived needs
of governments and central banks. And the focus
is now on channelling long-term savings towards
retirement with the launch of the PEPP at EU level
or the PER in France (which has already attracted
over €45bn).

Consumers looking to allocate theirinvestments over
the long run are increasingly looking for alternatives
to guaranteed life insurance policies. Impact
investing, and generally funds with a strong and
clear ESG angle are very successful nowadays, not
just because regulators promote them but because,
as asset management firms have witnessed during

the recent COVID crisis, individual investors have
been much more patient with such investments,
resisting the urge to sell at the worst time even in a
rocky stock-market.

Faced with the volatility of financial markets and
the demise of guaranteed products, consumers are
increasingly turning to a combination of real estate
(often via real estate-based investment products
such as REITs in the UK or SCPIs in France),
structured products and Private Equity. The latter is
the success story of the 2010’s, attracting a growing
proportion of savings, starting at the very high end
but now reaching mass affluent clients. The good
news is that these combined trends do make a lot of
capital available to finance the ‘real economy’.

Helping clients to the decision that is right for
them

In this increasingly complex environment, it is not
surprising that financial advisors are attracting a lot
of attention. In places like France, PE funds have
invested strongly in the industry, accelerating a wave
of market consolidation and vertical integration.
Financial advisors are more and more important
to enable consumers to take stock of their own
situation, assess their needs and their preferences,
and chart the course to a secure financial future that
best fits their situation.

This will succeed and generate profitable growth
for all involved if it is done with a strong focus on
serving the interest of consumers above all other
considerations.

::I fecif

the European Federation of
Financial Advisers and
Financial Intermediaries

GROUPEMENT Suisse DES CoNsEILS EN GESTION INDEPENDANTS—www.gscgi.ch



	LE GROUPEMENT EN BREF
	Le Groupement Suisse des Conseils en Gestion Indépendants-GSCGI-est votre Groupement Professionnel 

	SOMMAIRE
	ÉDITORIAL
	Vaccination de masse: sommes-nous à l’aube d’un nouveau scandale sanitaire?

	LE SPONSOR DE FEVRIER 2022: FECIF, www.fecif.eu
	A shift for long-term savings in Europe?

	LES MEMBRES HERMÈS-ÉLITE DU GSCGI
	LES ANNONCES DES MEMBRES DU GSCGI
	L’Agence Suisse Du patrimoine S.A. (ASDP) a obtenu son autorisation FINMA fin décembre 2021
	WecanGroup S.A., Membre Hermès-Élite, a développé une plateforme blockchain avant-gardiste: Wecan Co

	LE GSCGI EN EUROPE & MONDE
	FECIF informs...
	FECIF-NewsFlash-10/2022-EIOPA: Consultation on proposals on Retail Investor Protection  
	FECIF-NewsFlash-9/2022-ESMA: Consultation on on the review of MIFID II suitability guidelines
	FECIF-NewsFlash-4/2022-ESAs: public hearing on the review of the PRIIPS regulation
	FECIF-NewsFlash-2/2022-ESMA: Guidance on MiFID II appropriateness and execution-only requirements

	CIFA informs...
	How Can People Protect Themselves from Bad Monetary Policy?


	JURISTES, FISCALISTES & JURISPRUDENCE
	Propositions visant à instaurer un trust suisse
	Tribunal fédéral, 2C_530/2020. Procédure d’enforcement ouverte par la FINMA. 
	Accords sectoriels volontaires et transparence accrue
	Asset Purchase Agreement et action contre l’administrateur 

	ASSURANCE RC PROFESSIONNELLE
	Plan-Cadre d’Assurance Responsabilité Civile Professionnelle  ... pour les Membres du GSCGI 

	IN GLOBO
	Majority of planned ETFs in Europe to have ESG tilt, PwC says
	Wall Street’s Green Push Exposes New Conflicts of Interest
	Sustainable Investing Bubbles Can Change the World-and Sink Your Portfolio

	ANALYSES & PLACEMENTS
	No Fed Put. SYZ GROUP, Membre Partenaire
	LETTRE DE L’INVESTISSEUR: Janvier 2022, Cronos Finance, membre du GSCGI
	Perspectives 2022, année positive. Stratégie Finance, Membre du GSCGI

	LE COIN TECHNIQUE
	S&P 500: 2022 May Not Be a Year to Buy & Hold. BEST
	The recovery rally continues into April. MJT

	BOOK REVIEW
	The Lords of Easy Money: How the Federal Reserve Broke the American Economy ... by Christopher Leona

	CLIN D’OEIL À L’HISTOIRE
	As January Goes... 

	LE SPONSOR DE FEVRIER 2022
	FECIF--www.fecif.eu


