IAIM PERSONAL INVESTMENT SURVEY 2006

Net Flows into Retail Funds Increase by €2 billion

Wednesday. 18th April 2007: The Irish Association of Investment Managers (“IAIM”) today published its tenth Annual Survey of Investment Trends in the Irish retail funds market.

The retail funds survey includes the net cash flows into retail investment products, and therefore excludes assets invested in corporate and individual pension plans.  Total assets under management by IAIM members on behalf of domestic and international clients amounted to €260 billion at the end of December 2006.  

The 2006 survey shows that IAIM members managed €29.4 billion of assets in retail products, an increase of €4.4 billion or 18% on the December 2005 level.  Net cash flows of €2.1 billion were invested in retail products during 2006.  The impact of SSIA maturities (which commenced in May 2006) was a feature of the 2nd half of the year.  Overall net outflows from SSIA’s for the whole year amounted to €410 million. 

Approximately 50% of all SSIA’s mature in April 2007.  The evidence during the period May to December 2006 and in the first quarter of 2007 is that one third to a half of investors roll-over their SSIA balances and are continuing to save albeit at slightly lower monthly levels in some cases.  All contributing firms have reported significant growth in retail product sales in Q1 2007. Evidence of strong first quarter retail flows would suggest that investors that encashed, are subsequently reinvesting their SSIA. 

Gary Connolly, Chairman of the Products & Markets Committee, commented “the returns achieved by savers investing in equity based products have been superior to those with deposit products.    Indeed, the performance of the median managed fund for an account opened in May 2002 to the 31 March 2007 shows a cumulative return of 31%.  Regular investing is again proving to be a winning formula for the retail investor. Despite being launched during a torrid time for stockmarkets, equity-based SSIA investors are coming out ahead of deposit investors, and significantly so in many cases”.  

The value of Unitised funds rose by €4 billion or 24% in 2006.  Net flows into PRSA’s amounted to €329 million, a significant increase (88%) over the total value of all PRSA investments at 31 December 2005.  Managed Funds continue to be the largest unitised fund category.  

The clear indications of an enduring savings culture which are evident from the survey, and especially the increased level of investment in PRSA’s, are very welcome signs according to IAIM.

The IAIM continue to express concern at the level of investment in overseas holiday properties by Irish consumers.  The market remains unregulated as was highlighted by IAIM last year and no progress has been made since. The risks associated with this type of investment continue to be significant and unappreciated by investors. Currency and interest rate risk are rarely considered. Extrapolating the Irish experience to other economies is fraught with danger. The impact of currency depreciation and interest rate increases for investors in Turkey for example have been significant.  

The IAIM urges investors to consider diversifying their portfolio’s by investing in a range of asset classes rather than concentrating solely on property. Mr. Connolly said “for many people their principal source of wealth is their home in Ireland.  Retail investors are not diversifying appropriately, with an inordinate proportion of wealth tied to residential property.  The reported trend in the financing of overseas property investments by further debt secured on Irish property, is an unwelcome development”. 

