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THE IMPACT OF COVID-19 ON UK SAVERS AND INVESTORS
Will the pandemic lead to a re-think on financial priorities and planning?

Covid-19 has dramatically altered the financial and emotional landscape for many people in the UK, at least in the
near term. Recent research by Columbia Threadneedle Investments investigates the level of financial resilience in
the face of this crisis. Our findings show the negative impact of the immediate financial shock but also reveal some
reasons to be optimistic. While many regret their past financial decision-making, to what extent will current events
lead to a re-think when it comes to how we navigate our financial future, including greater emphasis on individual
financial planning and professional advice?

The following findings come from a nationally representative survey of 800 UK adults conducted in May 2020.
Lack of financial resilience bites back

Half of UK consumers feel their finances won’t last beyond six months in the current lockdown situation. Given
the remaining uncertainty regarding the path back to “business as usual”, this leaves huge swathes of people at
risk. Those aged between 45-54 and 55-64 appear hardest hit, with only 36% and 39% respectively believing their
finances can cope beyond six months, compared to 78% of those aged 65+.

As a result, a significant minority of people are already taking, or expect to take the following actions to support
themselves financially during the Covid-19 crisis:

B deplete assets (44%)
m take on additional borrowing (17%)
| visit a foodbank or rely on charity support (8%).
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The squeezed middle fear longer-term impact

As the immediate crisis passes, attention will move to longer term horizons. Nearly half of all people (48%) feel
that Covid-19 will leave their long-term wealth and well-being in a poorer state than would otherwise have been the
case, rising to 51% for those with investments. Again, it is the 45-64 age group that are most likely to feel they will
be worse off, perhaps reflecting the shorter period for finances to recover before retirement. A significant minority
of people expect Covid-19 to have long-term negative impacts across income levels (29%), investment performance
(30%), financial goals eg retirement plans (27%) and career prospects (20%).

The fear of longer-term negative impacts is lower among the 65+ age group, reflecting the relative stability and fixed
nature of their income (eg a state pension and/or annuity income).

% stating Covid-19 will make them much/somewhat worse off in terms of long-term financial
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Investor reaction — fight or flight?

Investing is a long game. As previous crises have shown, short and medium-term shocks do ultimately rebound,
and investment markets recover over time. Even so, shocks such as we have experienced during the Covid-19
crisis undoubtedly cause fear and stress and can lead to panic and short-term decision making. One in five
investors say they feel more inclined to sell their investments in light of current volatility, with 16% having or
expecting to use cash from the sale of investments to support themselves financially during the crisis.

This “flight” mindset also puts investors at risk of scams and fraud, with the Financial Conduct Authority warning
of the sudden rise in scams post-Covid. Nearly half of investors are concerned by scams that play on current
uncertainty to defraud people.
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Uncertainty in the eye of the storm

As we are living through the eye of the Covid-19 storm, there is a high level of concern about the financial impact
with 57% investors worried about the long-term impact on their investment funds and 46% worried about the
impact on their future retirement income. A quarter of investors say worrying about their finances is keeping
them awake at night.

There is, however, evidence of investors remaining steadfast, with three in five confident that their investments
will recover over the long term.

% investors that are confident their

How Covid-19 is impacting investor mindsets investments will recover over the long term

M Disagree B Agree
poncerned abgut long-term
impact on my investment funds

Concerned about long-term

impact on future retirement m

income
Worrying about my finances mﬂ
keeps me awake at night

-60 -40 -20 0 20 40 60

Will Covid-19 trigger a re-think on money priorities and planning?

The financial vulnerability many UK households are currently experiencing is causing people to question past
approaches and consider the need to do things differently in the future. Half (49%) of people hold regrets about
the way they organised their finances before the crisis. Younger people are far more likely to regret their previous
arrangements — as many as 72% among 18-24 year olds, falling to 19% among the 65+ group. For younger people,
there is the time to act now to ensure a more secure financial future — but what might that look like?

One-in-five people regret not having a proper financial plan, while around one-in-seven (14%) regret being too short
term in their approach to their finances.

Among investors, 54% believe Covid-19 presents new investment opportunities, 36% now place more value in
professional advice and a third want to be more diversified. However, for 45% of investors Covid-19 has made them
more risk averse and for 36% it has made them feel more inclined to favour cash saving. For a third of investors
Covid-19 has increased their focus on responsible investing, saying it has made them keener to invest in carbon-
free stocks.
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Regrets in light of Covid-19
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In times of stress, it's understandable that people begin to question past decisions.
For many UK households, the experience of Covid-19 is highlighting a lack of
financial resilience and a need to do things differently in the future. There is
evidence of a silver lining, with the pandemic leading many to re-think their focus on
financial priorities

By Alastair Caw,
Head of UK Wholesale
July 2020
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This information is based on the results of a nationally representative survey of 800 UK adults in May 2020 carried out by Cicero / AMO on behalf of Columbia Threadneedle Investments, to capture how attitudes and behaviours of individuals
have been impacted by the outbreak of Covid-19. The term ‘investors’ refers to those holding any investments. 263 respondents were classified as investors. Past performance is not a guide to future performance. The value of investments
and any income is not guaranteed and can go down as well as up and may be affected by exchange rate fluctuations. Your capital is at risk. This means that an investor may not get back the amount invested. This material is for information
only and does not constitute an offer or solicitation of an order to buy or sell any securities or other financial instruments, or to provide investment advice or services. The analysis included in this document has been produced by Columbia
Threadneedle Investments for its own investment management activities, may have been acted upon prior to publication and is made available here incidentally. Any opinions expressed are made as at the date of publication but are subject to
change without notice and should not be seen as investment advice. Columbia Threadneedle Investments does not give any investment advice. If you are in doubt about the suitability of any investment, you should speak to your financial adviser.
Information obtained from external sources is believed to be reliable but its accuracy or completeness cannot be guaranteed. Threadneedle Asset Management Limited (TAML), registered in England and Wales, No. 573204. Registered Office:
Cannon Place, 78 Cannon Street, London EC4N 6AG, United Kingdom. Authorised and regulated in the UK by the Financial Conduct Authority. TAML has a cross-border licence from the Korean Financial Services Commission for Discretionary
Investment Management Busi lumbiathreadneedle.com 07.20 | J30685
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