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This report looks at the following areas:

« Cultivating the long-term savings habit
= Low interest rates matter, but there are other influencers
= The disconnect between enthusiasm for investing and appetite for risk

There has been much discussion about the so-called ‘hostile savings environment’. Interest rates
remain at historic low levels and are not expected to rise until the latter part of 2015 and, even though
economic growth has continued apace throughout 2014 and low inflation has allowed wage growth to
edge incrementally ahead, the rate of growth remains slow and the squeeze on consumer finances
continues to have an impact. Thus whilst the economy may be improving, the amount that consumers
have to save has not necessarily grown.

In addition to these large-scale economic factors, consumer confidence is also having an impact on
consumer savings patterns. Although consumers’ confidence in their financial situations dipped towards
the end of 2014, it still remains high compared to the levels seen in the immediate aftermath of the
recession. This inflated level of confidence has decreased consumers’ desire to save for precautionary
purposes.

DID YOU KNOW?

more holistic view of this market

“Once consumers start saving, the benefits of having
money set aside become more tangible. This increases
their commitment to saving, and makes the habit self-

perpetuating. The challenge for providers, therefore, is to
find a way of encouraging consumers to take the first step.”
— Jessica Morley, Financial Services Analyst
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Economic Background

Key points

Economic growth continues apace
Figure 10: UK quarterly changes in GDP, Q1 2006-Q3 2014

Figure 11: Quarterly values of GDP (£bn), Q1 2004-Q3 2014
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Unemployment falls to lowest level in six years
Figure 14: Average unemployment rate, 2004-2014

Saving and Investing Environment
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Savers continue to lose out to low interest rates

Figure 15: Effective household interest rates for various savings products, January 2011-October 2014

Falling energy prices putting pressure on the FTSE 100
Figure 16: FTSE 100 daily index movements, January 2008-December 2014

Below target inflation limits the scope for the BoOE to raise rates
Figure 17: Consumer Price Index values, 12 month inflation rates, January 2007-October 2014

Retail Savings and Investment Overview
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Slow growth in retail savings balances
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Decrease in confidence in short-term financial wellbeing
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Figure 21: Financial confidence index, 2009-14
Figure 22: Consumer sentiment about financial situation for next 12 months, December 2013 vs December 2014
Figure 23: Financial situation compared to 12 months ago, December 2013 vs. December 2014
Considerable difference in outlook for high earners
Figure 24: Consumer sentiment about financial situation for next 12 months, by annual income, December 2014
Figure 25: Proportion of consumers confident that they will be OK over the next 12 months, by income, March 2014-December 2014

Only 6% feel “very secure” about their long-term financial security
Figure 26: Consumers’ confidence in their future financial well-being

The cost of retirement weighs heavily on people’s long-term sense of security
Figure 27: Confidence in future financial wellbeing by gross annual income, October 2014

Value of Savings and Investments
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Saving is a widespread practice
Figure 28: Value of savings and investments, October 2014

Slight increase in value of savings
Figure 29: Values of saving and Investment, November 2013 and October 2014

Some 22% of higher earners have at least £100,000 in savings and investments
Figure 30: Value of savings by household income, October 2014

Type of Saving and Investment Products Owned
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Simplicity rules
Figure 31: Penetration of savings and investments products, October 2014
The investment opportunity
Peer-to-peer lending, or peer-to-peer guidance?
Older consumers with greater amounts of savings are more likely to invest

Figure 32: Age profile of savers and investors, October 2014

Consumers are ill-prepared for the long-term future

Motivation for Saving
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Protection from the unexpected is the main motivation for saving
Figure 33: Consumer motivations for saving, October 2014

Reliance on the state

Retirement is a process, not an event

“Long-term” planning only covers one generation

Shifting priorities

Half of under-25s are saving for education costs

Figure 34: Reasons to save by age, October 2014

Motivation matters
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Planning for retirement
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Saving for peace of mind
Figure 40: Consumer attitude towards saving, October 2014

Affordability is the biggest barrier to saving

Saving is more ad-hoc than habitual for many consumers
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Figure 44: Attitude towards saving and investing by current housing situation, October 2014
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For many consumers, instant access is essential

Figure 45: Consumer attitude towards saving products and providers
Consumers split over interest rates

Too many complicated products prevent consumers from getting the best deal
Figure 46: Attitudes towards saving, by agreement with other attitudinal statements about saving, October 2014

Figure 47: Agreement with various statements about savings by value of savings/investments, October 2014

The role of the web
Figure 48: Agreement/disagreement with the statement “purchasing savings products is complicated” by age, October 2014

Consumers and Investing

Key points

Overwhelming majority of consumers believe investments should be made easier
Figure 49: Consumers attitude towards investing, October 2014
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Figure 50: Agreement with the statement “Making investments should be made easier” by annual household income and use of extra
money, October 2014

Investing is not perceived to be worth the risk
The mental scars of the financial crisis are still evident
Confident investors make for confident consumers

Figure 51: Security in future financial wellbeing, by agreement with attitudes towards investing, October 2014

Lack of alignment between interest in investment and appetite for risk
Figure 52: Agreement with various statements about investments by age, October 2014

Women, Saving and Investing

Key points

Women are less likely to have savings and/or investments and for these to be of a high value
Figure 53: Value of savings/investments by gender, October 2014

Figure 54: Key financial indicators by gender, October 2014
Savings and investment products perceived to be too complex among women
Figure 55: Ownership profile of savings and investment products, by gender October 2014

Figure 56: Agreement with various attitudes about investment by Gender, October 2014

More reason to link life goals to saving and investment

The need for a confidence boost
Figure 57: Attitude towards saving and investing by gender, October 2014
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