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Preface

Seven years of plenty: in the seven years since the major financial crisis, global private financial assets
have grown by 61 % — almost twice the rate of growth in economic output. It does not take long to
pinpoint who is responsible for this exceptional development: the world's central banks have been
continually flooding the markets with new liquidity ever since the financial crisis, driving asset prices up
to ever new highs. So are savers currently enjoying the best of all possible worlds? Certainly not.

Because there is a flip side to the success story of rampant financial asset growth in recent years, espe-
cially in the developed countries that also have extremely low interest rates to contend with: the trend
comes hand-in-hand with increasing inequality in wealth distribution. This is reflected less, however, in
the erosion of the middle class or in more widespread poverty among the population at large, and more
in the concentration of more and more wealth in the hands of a (very) select few. This is because invest-
ments in equities tend to be held primarily by wealthy households. This trend is fueling a growing sense
of dissatisfaction among large sections of the population — the UK's vote to leave the EU should also be
viewed within this context. In the majority of the world's up-and-coming economies, on the other hand,
where monetary policy is less expansive, economic growth is higher and asset growth is being driven
more by savings efforts than by share price gains, wealth distribution has not become more unequal.

Against this backdrop, itis also important to critically reflect upon households' savings habits: despite
exceptionally low and negative interest rates, the majority of people are showing a preference for
short-term, very liquid investments like bank deposits —which are offering returns close to zero. On

the other hand, much less money is being pumped into long-term investments. In Europe, for example,
households are still pulling funds out of the capital markets. If we look at the situation more closely, what
looks like “saving” at first glance actually turns out to be a case of “parking money" as opposed to really
investing. There is no need to spell out the long-term implications of “saving without returns” for retire-
ment provision, for example. Nevertheless, it is easy to understand the motivation behind this behavior:
seven years after the Lehman crash, the majority of households still lack confidence in the financial
markets. This is why only very few of them have reaped the benefits offered by the low interest rate
policy, namely price gains on the stock markets, to date. It is legitimate to question whether the concept
of negative interest rates — which are diametrically opposed to a normal understanding of how the
financial markets works — has what it takes to establish new-found confidence. In reality, the opposite is
likely to be true.

This applies all the more so now that, after seven years, a monetary policy of “more and more” appears
to be reaching its limits with regard to asset prices as well. The stock markets have become much more
volatile in the meantime, with the growth in global financial assets already slowing considerably last
year. It is certainly no coincidence that this trend has hit Europe, the US and Japan the hardest. But with-
out price increases to offset the lack of interest income, the “years of plenty” would appear to be over as
far as asset growth is concerned. So it is high time for things to get back to normal.

I hope that the in-depth analysis of the global wealth situation of households that this seventh issue of
the "Allianz Global Wealth Report” offers will help us to take the right action now in order to ensure that
we do not gamble away that urgently required confidence in the future.

TN

Oliver Bate
Chairman of the Board of Management of Allianz SE
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Summary



The “years of plenty” are over
After three good years with average growth
of 9%, savers had to make do with more
moderate asset growth again in 2015: global
gross financial assets increased by “only”
4.9% in 2015 to total EUR 155 trillion. Out
of the three asset classes — bank deposits,
securities, and insurance and pension funds
—securities showed the best performance
(+6.1%), with bank deposits hot on their
heels (+5.5%). Insurance and pension funds,
on the other hand, dropped back a notch or
two (+3.3%): the scars left by the ongoing low
interest rate policy are becoming increas-

ingly visible in this asset class.

Growth: Asia alone at the top

A comparison of the regions once again
paints a familiar picture in 2015, with the
Asia region (excl. Japan) topping the table as
the unchallenged leader, with growth just
shy of 15%. Although Asia also saw a slow-
down in the pace of growth last year, the
region’s lead over the rest of the world is only
getting bigger. This also applies in relation
to the world’s other two up-and-coming
regions, Latin America and Eastern Europe,
where growth was only half as fast as in Asia
on average. The days in which these regions
were able to keep up with their counterparts
in Asia are long gone. Asset growth in the
world’s traditional developed countries also
came as something of a disappointment, al-
though Western Europe (3.2%) fared slightly
better than North America (+2.6%).

Catch-up process intact

The slow shift in weightings on the world as-
set map continued in 2015: the three emerg-
ing market regions of Latin America, Eastern
Europe and Asia (excl. Japan) accounted for
more than 21% of the world’s gross financial

assets, at least three times as much as at

the beginning of the millennium. Last year
alone, their share of global financial assets
rose by 1.7 percentage points, reaching the
second-highest growth rate seen over the
last decade. If we look at economic out-

put, however, where these regions already
account for at least one-third of the global
market, it becomes evident that the catch-up

process is far from over.

Debt growth stable

At 4.5%, the liabilities of households grew

at the same rate in 2015 as they had in 2014.
Allin all, household debt came to EUR 38.6
trillion at the end of the year, a good quarter
higher than the value prior to the outbreak
of the major financial crisis. Developments
varied considerably from region to region:
in Asia (excl.Japan), debt growth picked

up, whereas in Latin America and Eastern
Europe — due to the crises facing the major
economies in these regions —it has dropped
significantly. In North America and Western
Europe, hardly any change was detected,
with liabilities increasing at only a very
moderate rate —lagging behind the rate

of growth in economic output for what is
now the seventh year running. So all in all,
households — especially in the developed
countries —were still taking a very cautious
approach to borrowing; in many countries
in Western Europe, the deleveraging trend

continued in 2015.

End of global deleveraging

At the global level, however, the deleveraging
process appears to have come to an end.
With global debt growing virtually in tan-
dem with global economic output last year,
the global debt ratio, i.e. household liabili-
ties measured as a percentage of nominal
economic output, came in at 65.3%, on a par

with the year before. This still, however, puts
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Summary

it around eight percentage points down on
the all-time high reached in 2009.

If we subtract debt from the gross financial
assets, we arrive at a figure for global net
financial assets, which came in at a new
record high of EUR 116 trillion at the close
of 2015. This figure is up by 5.1% on a year
earlier — below-average development in
along-term comparison (average rate of
+6.2% p.a. since 2005).

Latin America comes in last

Despite the catch-up process, the discrep-
ancies between the assets of households in
the richer regions and those in the world’s
poorer regions remain huge. The wealth gap
is especially pronounced on the American
continent: after deductions for liabilities,
North America remained the richest region
in the world at the end of 2015, with average
per capita assets coming to EUR 152,510. By
contrast, Latin America was the region with
the lowest net financial assets, namely EUR
2,840 per capita. This puts it bottom of the
regional ranking list for the very first time,

also due to exchange rate effects.

The global middle class is growing

and getting richer

Although the vast majority of the five billion
people living in the countries included in
our analysis still belong to the low wealth
class, the number is down slightly as
against 2000 to 3.4 billion, meaning that
only 69 percent of the total population (as
opposed to 80 percent in 2000) belong to
this wealth category today. This is because
in recent years, more and more people,
almost 600 million in total, have achieved
promotion to the middle wealth class. The
global middle wealth class has grown
considerably as a result: in recent years, the

number of people has more than doubled

to over one billion people; the share of the
overall population has climbed from 10% to
around 20%. The proportion of global assets
held by this wealth class has also grown
significantly, rising to a good 18% at the end
of 2015, almost three times the amount seen
at the start of the millennium. So the global
middle class has not only been getting
bigger in terms of the number of people who
belong to it; it has also been getting increas-

ingly richer.

The global upper class is growing

and becoming more heterogeneous

Although there are now fewer households
who count among the global high wealth
class in the traditional developed econ-
omies, this wealth class has also been
growing in recent years: at the end of 2015,
around 540 million people across the globe
could count themselves among the high
wealth class, a good 100 million or 25% more
than in 2000. This also means that the high
wealth class is much more heterogeneous
than it was in the past, when it was more
or less a club open exclusively to western
European, American and Japanese house-
holds: these countries now account for 66%
of the group as a whole, compared with over
90% in the past. The share of global finan-
cial assets attributable to this wealth class
has also fallen. This development reflects

a broader distribution of wealth, at least at

global level.

Shrinking national middle class

in the developed countries

In order to analyze national wealth distri-
bution, this year’s Global Wealth Report
investigates the share of total assets held by
the middle class and, in particular, how this
share has developed over time. No uniform

pattern can be identified. In around one



third of the countries analyzed, the middle
class is shrinking, i.e. the story is one of

the gradual emaciation of the middle class,
which is participating less and less in over-
all wealth. Significantly, this trend applies
mainly to the euro crisis countries (Italy, Ire-
land, Greece) and the traditional industrial-
ized nations (the US, Japan, the UK) — which
have been pursuing an extremely expansive
monetary policy since the financial crisis. In
around half of the countries in the analysis,
on the other hand, the share of wealth at-
tributable to the middle class has increased:
the middle class is gaining ground and, at
the same time, wealth is becoming less
concentrated at the top, i.e. wealth distribu-
tion is becoming more equal. Especially in
emerging markets like Turkey, Thailand or
Brazil, this development is also associated
with an increase in the number of people
who belong to the middle class — because
they have made the leap up from the low

wealth class.

“Inclusive inequality”
There are also, however, developments
such as those witnessed in France and
Switzerland, where a larger middle class
comes hand-in-hand with, or is caused by,
greater wealth concentration. The situation
is probably best described as a paradox
of “inclusive inequality” more people are
participating in average wealth, while at the
same time, the tip of the wealth pyramid
is moving further and further away from
this average (and is simultaneously get-
ting smaller and smaller). Ultimately, this
description of “inclusive inequality” also

applies to the situation across the globe.
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Development in global financial assets

After three good years in which the expansive
monetary policy pursued by the world’s major
central banks had driven asset prices up, sav-
ers had to make do with more moderate asset
growth again in 2015: global gross financial as-
sets increased by 4.9% last year, the weakest rate
of growth seen since 2011 — the limits of quanti-
tative easing are now also leaving their mark on
asset development.

All in all, gross financial assets in the
53 countries included in our analysis rose to
EUR 154.8 trillion in the course of last year.
This means that private savings amounted to
more than 260% of global economic output and
around 250% of global market capitalization.
In theory, households could use their financial
assets to settle the total sovereign debt of these

countries three times over.

Weakest growth in financial assets since 2011

Development of global gross financial assets
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In the period from 2005 to 2015, house-
hold savings almost doubled, growing at an av-
erage annual rate of 5.7% — so the rate of growth
witnessed last year is also lagging slightly be-
hind the long-term average. Global nominal
economic output has been growing at an aver-
age rate of 5.0% a year since 2005, slightly slower
than the rate of asset growth. As the world’s pop-
ulation continues to grow, the long-term per cap-
ita growth rates have also fallen by almost one
percentage point to 4.8% and 4.2% respectively. If
we deduct the rate of inflation, which came to a
global average of 2.5% in the period covered by
our analysis, real asset growth comes to an aver-
age of 2.3% per year and capita — this means that
the rate of inflation swallowed up more than
half of annual asset growth. At the end of 2015,
gross per capita financial assets at global level
averaged EUR 31,070, with average nominal eco-

nomic output of EUR 11,850 per capita.

Household savings by comparison 2015, in EUR tn
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Sources: IWF, National Central Banks and Statistical Offices, Thomson
Reuters, World Federation of Exchanges, Allianz SE.



Securities: A rollercoaster
ride on the stock markets

Stock market developments last year were some-
thing of a rollercoaster ride and really put in-
vestors through the mill. The stock market year
got underway with rocketing share prices after
the European Central Bank (ECB) announced
its large-scale bond-purchasing program in
January: as of March 2015, bonds — particular-
ly government bonds — worth EUR 60bn in total
were bought every month, with the program set
to run until September 2016. In the first three
months of the year alone, the Euro Stoxx 50
climbed by almost 18%. None of the euphoria in
Europe made its way over to the other side of the
Atlantic, with the S&P 500 more or less stagnat-
ing in the first quarter of the year. As the year
neared the mid-way point, however, the tide of
sentiment started to turn on the old continent
as well: the uncertainty surrounding develop-
ments in Greece paved the way for increased vol-
atility and losses on the markets, shaving 7.4%
off the value of Europe’s leading index again in
the second quarter. The markets in the Far East
were on a sharp upward trajectory, at least in
the first half of the year: Japan’s Nikkei gained
16% compared with the start of the year, with
China’s stock market barometer also soaring to
one annual high after another. In mid-June, the

Shanghai SE index finally reached its peak of

5,411 points — almost 60% higher than the level
at which it had started the year. This was not,
however, a sustainable development: only two
months down the line, a quake on the Chinese
stock market sent share prices plummeting in
the rest of the world, too, with the major indices
having to digest hefty losses. The concomitant
drop in oil prices exacerbated fears of a growth
slump in China and concerns regarding the im-
plications that this would have on the global
economy. At least in the developed countries,
the situation bounced back to some degree in
the last quarter of the year, meaning that the
MSCI World closed the year down by “only” just
under 3%. The MSCI Emerging Markets lost a
total of 17%. Ultimately, this turbulent stock ex-
change year ended with some indices in the red
and others in the black: whereas the S&P 500 was
down by 0.7% on the closing level for the previous
year, both the Euro Stoxx 50 and Nikkei gained
ground again in the final quarter, closing the
year up by 3.8% and 9.1% respectively. And even
at the epicenter of the stock market quake, the
Shanghai SE Index closed 2015 up by 9.3% year-
on-year thanks to the share price rally in the
first half.

Allianz Global Wealth Report 2016



Development in global financial assets

Despite the ups and downs on the cap-
ital markets, the global securities assets of
households grew by 6.1% in total. This puts the
rate of change as against 2014 on a par with the
long-term average growth rate, but down consid-
erably on the strong stock market years of 2012,
2013 and 2014, in which securities, as an asset
class, reported double-digit growth. Despite
the stock market crash in China, the greatest
growth impetus came from Asia (excl. Japan):
all in all, assets invested in shares and other
securities increased by almost 25% in Asia, not
least thanks to strong fund inflows. In Japan, se-
curities assets showed subdued growth of 1.5%,
largely due to value gains. This is because, all
in all, the Japanese continued to pull funds out
of this asset class for what is now the sixth year
running. Households in Oceania also reaped the
benefits of value gains, with securities assets
growing by 6.4% despite fund outflows. Devel-
opments in Western Europe (+3.8%) and North

Saving against zero interest rates

America (+1.9%) were much less dynamic. Just
like in Japan and Oceania, growth in Western
Europe was fueled largely by value gains because
households in this region, too, pulled funds out
of this asset class on the whole, albeit not on a
major scale. Although North American house-
holds once again plowed substantial sums of
money into this asset class last year — the inflow
of funds virtually doubled year-on-year from
over EUR 160bn to a good EUR 300bn — the rate
of growth was only moderate due to poor value
development. Latin America also showed dis-
appointing development, with anemic growth
of 1.8%. The region is suffering from a mixture
of falling commodity prices, political upheaval
and faltering economic growth.

Across the globe, the securities assets
held by households came to EUR 61.6 trillion at
the end of 2015, meaning that this asset class ac-

counts for just under 40% of total savings.

Despite low interest rates a large proportion of savings are transferred to bank accounts

Formation of financial assets* according to asset classes, in EUR bn
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Bank deposits: Households
up their savings efforts to
counteract falling interest
iIncome

As a “safe haven” and a source of guaranteed li-
quidity, bank deposits have become increasing-
ly popular as an asset class since the outbreak of
the economic and financial crisis. Global over-
night money, term deposits and savings depos-
its totaled around EUR 42.5 trillion at the end of
2015, up by around 60% on the level seen in 2007.
Despite exceptionally low interest rates and real
value losses, many households once again hand-
ed a large chunk of their fresh savings funds
over to banks last year. At almost EUR 1.1 tril-
lion', this asset class accounted for more than
half of financial asset formation. The global rate
of growth in the volume of these investments
slowed, however, by one percentage point to 5.5%
year-on-year, putting it slightly behind the long-
term average (6.0% p.a.) This is due, not least, to

the drop in interest income.

In Western Europe and the eastern Eu-
ropean EU member states, however, where sav-
ers are being hit particularly hard by the zero in-
terest rate policy pursued by the central banks,
the rate of growth in the volume of these invest-
ments was actually up slightly against the prior
year, coming to 3.1% and 8.0% respectively (2014:
+2.8% and +7.7%) The inflow of funds in these re-
gionsincreased by more than 12% and a good 19%
respectively year-on-year. Savers would appear
to be upping their savings efforts to compen-
sate for the ongoing drop in interest income. The
same development was witnessed in Australia,
where the rate of growth in assets held as bank
deposits remained stable as against the previous
year at 8.9%. Fund inflows were up by almost 10%
here, too. In North America, on the other hand,
the volume of funds held in these investments
dipped slightly from 7.1% to 6.6%, although the
inflow of funds was at a relatively high level in a
historical comparison.Japan, on the other hand,
where households have traditionally held more
than half of their savings in bank deposits, saw a
drop in both the amount of fund inflows and the
growth in the volume of this asset class, with the
latter coming to only 1.7% last year. Growth rates
outstripped the global average in Latin America
(10.2%) and Asia (excl.Japan) (8.3%), albeit based

on a level that was still very low.

Allianz Global Wealth Report 2016
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Development in global financial assets

Insurance policies and
pensions: Households
more reluctant to make
long-term investments

The third largest asset class in the asset port-
folio, namely household claims vis-a-vis in-
surance companies and pension institutions,
reported total growth of 3.3% at the global level
in the course of 2015, slowing considerably in a
year-on-year comparison (2014: +7.2%). The dis-
ruption caused by the ongoing low interest rate
policy has left the biggest mark on this asset
class, albeit to a varying extent.

Growth in asset classes and portfolio structure

Change in asset classes, in %
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An international comparison shows sig-
nificant differences when it comes to the pace
of growth. Latin America and Asia (excl. Japan)
topped the growth league again, with rates of
10.7% and 9.8% respectively. Eastern Europe and
Oceania also outpaced the global average, with
investment volume growth of 7.2% and 7.0% re-
spectively. Although growth has, on the whole,
slowed in these regions as well, the slowdown
is relatively mild. By contrast, the slowdown in
the rest of the world, which was home to almost
86% of the world’s total insurance policies and
pensions at the end of 2015, was pronounced:

in Western Europe, last year’s increase came to

Asset classes as % of gross financial assets
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2.9%, putting the region well behind the long-
term average growth rate of 5.3%. Although this
asset class was still responsible for the lion’s
share of financial asset formation in 2015, west-
ern Europeans cut their fund inflows by 13% as
against 2014. Households would appear to favor
parking their savings in short-term bank depos-
its over long-term investments. Developments
in 2015 lagged behind the historical average
(+4.8%) in North America as well, with growth
of 2.2%. As in Western Europe, US households
showed a preference for bank deposits, which
made up almost half of financial asset forma-
tion last year. As has traditionally been the case,
Japan came bottom of the growth league again
in 2015. Japanese household receivables from
insurance companies and pension institutions
showed only meager growth of 1.5% in 2015, also

down on the long-term average of 1.9%.

Wealth levels and growth by region

Nevertheless, global insurance policies
and pensions came to an all-time high of EUR
46.9 trillion — a good 46% more than before the
outbreak of the economic and financial crisis.
This asset class accounted for 30% or so of the

total asset portfolio at the end of 2015.

Share of global gross financial assets 2015 and compound annual growth since 2005
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Development in global financial assets

Latin America and Eastern
Europe start to falter as Asia
sprints on

During the commodities boom in the first dec-
ade of the new millennium, Latin America was
a star performer, reporting what were, at times,
personal financial asset growth rates running
into the high double digits. After the global eco-
nomic and financial crisis reared its head, this
region, which isrich in natural resources, played
a keyrole in keeping the global economic engine
running. But with commodity prices now in free
fall due to the slump in demand — particularly
from China — and the increase in supply at the
same time, the former prodigy has lost a lot of
its luster. The continent’s flagging economy is
also leaving its mark on personal asset accumu-
lation. After achieving asset growth of 8.3% in
2014, the region came in well behind the emerg-
ing market average (+15.4% as against 2014) last
year as well, with growth of 6.5%. Between 2005
and 2010, average annual savings growth in Lat-
in America was still sitting at almost 13% and
has now slipped back to an average of around 7%
over the last five years due to dwindling macro-
economic momentum. And yet despite the slow-
down over the past few years, the decade cannot
be written off entirely: in spite of everything,
household assets in Latin America have almost
trebled since 2005. During this period, the re-
gion’s slice of the global gross financial asset
cake has expanded from 1.0% to 1.5%.

Asset growth slackened considerably
in Eastern Europe as well. Although household
savings were growing at a rate much faster than
the global average, at 8.9%, in 2015, the pace of
growth slowed for what is now the third year
running. As in Latin America, asset accumula-
tion tapered off in the second half of the last dec-
ade, dropping back from an average of 14.1% a
year between 2005 and 2010 to 10.4% since 2011.
This development was much more pronounced
in the countries outside of the European Union
than it was in the EU member states of eastern
Europe — which is hardly surprising given that
the Russia-Ukraine conflict is still simmering
away.

The growth champion is the Asia region
(excl. Japan), both last year and in a long-term
comparison. The 14.8% asset growth seen last
year was three times the global rate of increase.
Unlike in Latin America and Eastern Europe,
the growth trajectory continues uninterrupted
in Asia (excl. Japan): over the past few years, the
average pace of growth has actually accelerated
compared with the period from 2005 to 2010, ris-
ing from 13.7% to 16.9% a year since 2011. Where-
as the region’s share of global assets came to
7.5% in 2005, it had more than doubled, coming
in at 18.5%, by the end of 2015.



Mirroring its geographical location, Ja-
pan is also something of an island within Asia
when it comes to asset growth: with average an-
nual growth to the tune of 1.6% since 2005, the
savings of Japanese households grew at a far
slower rate than in the rest of Asia. But Japanese
growth was also downright homeopathic com-
pared with Western Europe and North America,
where households are also already equipped
with a substantial asset cushion. There are two
main reasons behind the weak growth: first, Jap-
anese households have traditionally held more
than half of their financial assets in bank depos-
its. The low interest rates that have now been on
the scene for decades, however, mean that this
asset class does not provide savers with ade-
quate returns. Second, however, it has also been
virtually impossible to generate any value gains

on the stock market; the first decade of the new

Asset structure and growth by region

Asset classes as % of gross financial assets, 2015
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millennium saw the Nikkei fall back to levels
which, in some cases, were last seen in the early
1980s. This situation started to turn around in
2013, which marked the start of what is known
as “Abenomics”. Whereas Japan’s leading index
was still almost one-third down on the 2007
value at the end of 2012, it had already exceed-
ed this level by more than 24% three years lat-
er. As a result, the assets of households held in
equities and fixed-income securities shot up by
almost 40% in this period alone to total around
EUR 2.4 trillion. Since, however, this asset class
only accounts for just under 18% of the portfolio,
the overall effect remained modest. Last year,
the total savings of Japanese households grew by
1.7%, slower than in the previous year (+3.0%). All
inall,Japanese financial assets came to EUR 13.8
trillion at the end of 2015. The country’s share of
global financial assets has fallen from 13.6% to

8.9% in the course of the last decade.
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Development in global financial assets

The financial assets of western Europe-
an households grew at almost twice the rate of
Japanese financial assets last year, although the
European growth rate was also down by almost
four percentage points in a year-on-year com-
parison to 3.2%. This is due primarily to the lack
of the sort of value gains in assets held in insur-
ance policies and pensions that were still fueling
strong growth in 2014. The development puts the
growth rate down slightly on the long-term av-
erage (+3.9% a year) again. The preference for in-
vestments that can be liquidated quickly is fairly
pronounced on the old continent: no less than
almost 30% of assets had ended up in savings
accounts by the end of 2015. Riskier investments
such as equities and other securities made up
around 27%. Insurance policies and pensions re-
main the favorite savings product of western Eu-
rope’s households, accounting for around 40% of
the portfolio in total. This asset class once again
reported the highest inflow of funds last year,
too, even putting it ahead of bank deposits. All in
all, the savings of western European households
came to around EUR 35 trillion, or just under
23% of global assets.

Households in North America showed
more of a risk appetite in their investment strat-
egy. At the end of last year, securities accounted
for more than half, or 51.3% to be precise, of the
asset portfolio. On the other hand, bank depos-
its, which are so popular in Japan and Western
Europe, only made up 14.1%. North American
households saved almost 32% of their financial
assets in the form of insurance policies and pen-
sions, although, particularly in the US, these are
often linked to capital market developments.
In a long-term analysis, this savings behavior

has paid off: average annual growth since 2005

came to 5.0% in North America, ahead of both
the western European (+3.9%) and the Japanese
(+1.6%) average. Last year, on the other hand,
the trend was below-average due to the weak
stock exchange year — the total volume of assets
showed only a modest increase of 2.6% to total
EUR 69.2 trillion. With a share of almost 45% of
global financial assets, North America is the
richest region on the planet.

In a comparison of the industrialized
economies, the Oceania region reported asset
growth that was well above-average in 2015.
Whereas household savings in Australia and
New Zealand increased by 7.0% in total, the av-
erage growth rate in the developed economies
came to 3.0%. This solid performance applied to
all three major asset classes, with bank depos-
its witnessing the biggest increase, namely 9.3%.
The positive asset development down under real-
ly stands out in a long-term comparison as well.
Thanks, notleast, to the last commodities boom,
the average annual growth rate for the last dec-
ade was also fairly high, at 7.9%, compared with
“only” 4.4%in the industrialized countries on av-
erage. All in all, private savings in Oceania have
more than doubled since 2015, coming in at EUR
3.3 trillion at the end of 2015. Households held
justover halfof their assets in insurance policies
and pensions. Bank deposits and securities were
virtually neck-and-neck, accounting for 23% and

24% of the portfolio respectively.



Although asset growth in the up-and-com-
ing economies has been almost four times as
high, on average, as in the developed economies
throughout the last decade, the weightings on
the global asset map are shifting only slowly.
Since 2005, the proportion of global gross finan-
cial assets that is attributable to North America
and Western Europe has fallen by almost eight
percentage points. Having said that,bothregions

still accounted for a combined total of over 68%

Slow catch-up process in wealth

Share of global financial assets, in %

m Asia exJapan Eastern Europe
Latin America m Restof World

of the global asset base at the end of 2015. With a
“slobal share” of almost 45%, North America was
therichest region on the planet. In Asia-Pacific, a
further 8.9% was concentrated inJapan, and 2.1%
in Australia and New Zealand. This means that,
all in all, almost four-fifths of global financial
assets are still in the hands of households living
in the world’s richer areas, even though these
households make up less than one-fifth (19%)
of the earth’s population. The remaining 21.4%
of the world’s financial assets are distributed
among Latin America (1.5%), Eastern Europe
(1.4%) and the other Asian countries (just under
18.5%), i.e. among a total of 4 billion people. Last
year alone, however, their share of global finan-
cial assets rose by 1.7 percentage points, the sec-
ond-highest increase seen over the last decade
after 2014. From this angle, the emerging mar-
kets cannot be said to be embroiled in a crisis.

The catch-up process in the region is still intact.

Share of global GDP, in %

Sources: National Central Banks and Statistical Offices, Thomson Reuters, Allianz SE.
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Development in global financial assets

Compared with economic output, how-
ever, the gains made by the up-and-coming
economies on the asset landscape start to look
less impressive. In terms of gross domestic prod-
uct, the weightings have already shifted further
away from the richer regions and much further
towards the world’s poorer regions. By way of ex-
ample, the proportion of global gross domestic
product attributable to the two heavyweights,
North America and Western Europe, was not
only far lower than their share of global assets,
coming in at almost 55% at the end of 2015; the
decline to the tune of twelve percentage points
since 2005 was also more pronounced than the
extent to which their share of the asset base has
contracted. Viceversa, the world’s poorerregions

have upped their share of global economic activ-

ity by 16 percentage points, to almost 37%, dur-
ing the same period. The increasing role played
by the up-and-coming economies in global eco-
nomic growth is even more dramatic: whereas
back in 2005, the regions of Asia (excl. Japan),
Latin America and Eastern Europe were still
contributing around 39% to the absolute growth
in global gross domestic product, this figure had
risen to 59% by 2015. This trend owes itself, to a
large degree, to the rapid catch-up work done by
Asia or, more precisely, by China: in 2015 alone,
the Middle Kingdom was responsible for a good

28% of global economic growth.

Adjusted for inflation, Western Europe only slightly ahead of Japan

Inflation rate and real growth of gross financial assets per capita, in %
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Inflation — the enemy
of any saver

But it is not only the different starting points
that have to be taken into consideration. Any
assessment of the much faster pace of asset
growth in the world’s up-and-coming regions
cannot ignore factors such as inflation and de-
mographic development. Admittedly, the latter
does not have any major impact:in the emerging
markets, population growth generally pushes
the long-term average growth in gross financial
assets down by 1.1 percentage points in per capi-
ta terms. In the world’s developed countries, this
“demographic effect” comes in at around 0.6
percentage points — so this does little to change
the major differentials.

If we look at asset growth in real terms,
i.e. less the general rate of inflation, however,
the effects are much more pronounced. This ap-
proach reduces the per capita asset growth rate
significantly across the board, with the most
pronounced drop seen in Eastern Europe and
Latin America: on average, the annual rate of
growth falls to 5.9% (instead of 12.2%) and 3.1%
(instead of 9.0%) respectively. Asia (excl. Japan)
remains the clear leader of the pack in a long-
term comparison, even if inflation is left out of
the equation, and can still testify to growth of
10.6% p.a. since 2005.

Soinreal terms, the growth differentials
compared with the developed countries, mainly
North America and Western Europe, no longer
look quite as pronounced, even if inflation is
obviously putting a damper on asset accumu-
lation in these regions as well. North America is
now clocking up growth of 2.0% a year (real gross
per capita financial assets since 2005), whereas
Western Europe can only manage to clock up
a rate of 1.8% — putting it only just ahead Japan
(1.4%) after adjustments for inflation.

Compared with the long-term analysis,
the wedge that inflation drives between nomi-
nal and real value development is much smaller
if we only look at developments last year. Savers
in North America and Western Europe benefit-
ted from a situation in which prices hardly in-
creased at all, meaning that, at the end of the
day, their assets barely lost purchasing power at
all.
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Box: Negative interest rates,
no inflation and anxious savers in
the eurozone

The ECB has been using its extreme monetary policy —a combination of negative interest rates and securities
purchases (QE) — in an attempt to push up the rate of inflation. But so far with scant success — fortunately for
Savers.

This is illustrated by a comparison of the direct impact that eurozone monetary policy is having on incomes in
nominal and real terms. We define the direct impact on income as the interest rate gains/losses for households
as a result of changes in interest rates for bank deposits and loans.

At first glance, households in the eurozone have been reaping the benefits of the ECB's policy in nominal terms:
since 2012, the year in which the ECB vowed to do “whatever it takes” to save the euro, the balance of interest
rate gains due to falling loan rates and interest rate losses due to falling deposit rates add up to a positive sum of
almost EUR 120bn or EUR 350 per capita. However, not all households in the eurozone are on the winning side.
For the highly-indebted households in the south of the continent, the very expansive monetary policy comes
as a blessing because it reduces their debt service payments considerably. Belgian and German households, on
the other hand, actually end up losing out overall because the lost interest income on deposits outweighs any
positive impact of low interest rates. In a nutshell: Borrowers benefit, savers lose (see chart).

In real terms —i.e. if interest is “adjusted” to reflect the national inflation rate — a better picture emerges: Thanks
to the low inflation rate, real interest rate balances are now positive in all countries; as a consequence, , European
households actually end up benefiting even more, with the gains over the last five years (including 2016) top-
ping EUR 200bn (EUR 610 per capita). There are no losers when things are calculated in real terms. Even Belgian
and German households end up generating interest gains, albeit for the latter only a negligible EUR 3 per capita.
The Austrians also fare a lot better, while the differences between the nominal and real analysis are very slim for

Better off without inflation
Overall income effect: Interest rate losses or gains per capita in EUR, 2012-2016*
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most other countries (with the exception of Italy). Assiduous savers are benefiting from the absence of inflation
the most because, while they are hardly generating any interest on their savings at all any more, they are not being
hit by purchasing power losses either.

Other analyses also highlight that low inflation — or even mild deflation — tends to have more advantages than
disadvantages for savers. We have analyzed the returns that households have generated on their total financial
assets over the past few years.

The real return on financial assets is clearly in the black in all of the countries included in our analysis. In general,
average real returns come in at between 3% and 5% over the last four years (2012 — 2015). This is a more than
respectable figure given the sluggish economic development and drop in bond yields, reflecting strong increases
in asset prices over the last years. Nevertheless, the differences between the individual eurozone countries are
considerable when it comes to the asset yield, too. Greece — with a real return above 7% — is an extreme example:
here, real returns have been boosted by the strong recovery made on the Athens stock exchange in the meantime,
as well as by the marked drop in consumer prices. At the other end of the scale, German and Austrian households
have been paying the price for their more conservative, reluctant investment strategy in the form of relatively low
asset yields. In addition to their preference for (interest-free) bank deposits, these savers are, first and foremost,
finding that their strong aversion to equities (see chart) is coming back to haunt them.

So far, these weak returns have not posed any real problems for Austrian and German households because they
are balanced out by considerable savings efforts and low inflation. Nevertheless, savers in these countries should
consider adapting their investment behavior in due course to reflect the new market conditions created by the
continued quest to save the euro. There is a lot at stake, as a simple simulation shows: if German households had
not parked around 40% of their financial assets in loss-making bank deposits over the last four years [the real return
on these investments averaged -0.4% during this period] but “only” 30%, and had opted instead to distribute the
rest among equities and investment funds (split 50/50), then the return on assets during this period would have
been almost a full percentage point higher. The additional asset income generated as a result would have come
to around EUR 200bn, providing additional impetus for economic growth of around 1.5 percentage points, every
year.

“Angstsaving” is an understandable but expensive game to play in times of extreme monetary policy and resulting
uncertainty. If savers wish to reap respectable returns in this environment as well, there is no other solution than
to adapt their investment behavior and accept higher risks.

Same monetary conditions, different results
Average real returns on financial assets, 2012 — 2015, %
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2 Detailed
information on the
calculation of the
asset yields in the
eurozone can be
found in: The yield
on private financial
assets, update 2016,
Working Paper 201,
Group Economic
Research, Allianz SE,
2016.

3 The figures

cited relate to gross
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Development in global liabilities

In 2015, the global liabilities of households
climbed to an all-time high of EUR 38.6 trillion.
Although the rate of growth remained virtu-
ally stable at 4.5% compared with 4.3% in 2014,
debt growth has picked up considerable speed
again over the last three years. After households
slashed their borrowing in the wake of the Leh-
man crisis, particularly in the US, debt growth
would gradually appear to be returning to nor-
mal. Developments did, however, vary from re-
gion to region last year: whereas in Eastern Eu-
rope and Latin America, the pace of debt growth
slowed as against 2014 to 2.4% and 9.1% respec-
tively, the rate of growth remained more or less
unchanged in North America (+2.7%), Oceania
(+6.6%) and Western Europe (+1.9%). In Asia, on
the other hand, debt growth gathered pace, both
in Japan (+3.5%) and in the rest of the region
(+13.1%). With the exception of Japan, however,
the rate of growth continued to lag behind the
long-term average — in some cases considerably

so—in all regions of the world.

As is to be expected, households in rich-
er regions not only account for the lion’s share
of the world’s financial assets, but also bear the
majority of the global debt burden: at the end
of 2015, just under 79% of global debt was be-
ing carried on the collective shoulders of North
America, Western Europe and Oceania, which
is almost exactly the same as the share of gross
financial assets that is attributable to these re-
gions. A further 8.2% is being borne by Japanese
households, with 16.9% attributable to other
Asian countries. With a share of 1.8%, Eastern
Europe comes bottom of the debt league, fol-
lowed by Latin America (2.6%) in second-last
place. While this gives Asia (incl. Japan) a share
of global debt that is slightly below average —
compared with the continent’s share of global
assets — the situation is the other way round en-

tirely in the other two regions.

Global debt ratio unchanged on previous year, regional differences

Development of global debt burden
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A decade characterized by
two speeds of debt growth

In a long-term analysis, Eastern Europe is the
front-runnerin terms of regional debt growth: in
the period between 2005 and 2015, households
in this region upped their liabilities by an aver-
age of around 17% a year, with the absolute debt
level increasing almost sixfold since then. It is,
however, important to put these figures some-
whatinto perspective: the rapid growth is attrib-
utable primarily to the major non-EU countries
in the region, namely Russia and Turkey, which
started at an extremely low level; the region’s EU
member states achieved growth of “only” just
under 12.6% a year.

In line with the global trend, however,
borrowing slowed considerably in the second
half of the last decade in Eastern Europe as well:
between 2005 and 2010, debt was still growing
at a good 25% on average. Since 2011, the aver-
age annual growth rate has come in at around
8%. The major differences between the region’s
EU and non-EU members have also become less
pronounced again: in the EU member states,
growth picked up from 3.1% in 2014 to 3.9% last
year, whereas the pace of growth in the eastern
European countries outside of the European Un-
ion slipped back from 7.3% to 0.8%. This is a sign
that the Russia-Ukraine crisis, in particular, is
taking its toll.

The pace of growth also slowed in the
second half of the decade in the other emerging
regions of Latin America and Asia (excl. Japan).
These regions were not hit as hard by the finan-
cial crisis as Eastern Europe, whose economy is
heavily reliant on the situation in the eurozone.
This slowdown was, however, much less pro-
nounced than in Eastern Europe: the average
debt growth rate in Latin America slipped back
from 16.5% to 13.6% and in Asia (excl. Japan),

the growth rate fell from 15.0% to 13.5%. The in-
creasing growth problems faced by the emerg-
ing markets are barely leaving their mark on
personal debt. As a result, there has been a huge
increase in share of the global debt burden that
is attributable to the up-and-coming econo-
mies over the past decade. Whereas at the end of
2005, a good 4% of global liabilities were attrib-
utable to the emerging markets, this figure was
almost four times as high ten years on. In some
Asian countries, for example, household debt is
already at perilously high levels: at the end of
2015, the debt ratios, i.e. liabilities expressed as a
percentage of nominal economic output, in Ma-
laysia (89.1%), Thailand (81.6%) and South Korea
(91.9%) were at a similar level to that seen at the
end of 2007 in US (99.4%), Ireland (101.6%) and
Spain (86.6%) just before the credit bubble burst.

But the last decade is also a decade of
two speeds as far as the advanced economies are
concerned. In North America, the outstanding
debt volume was still increasing at a rate of 4.2%
a year between 2005 and 2010, although debt
levels dropped on the whole in the years imme-
diately after the Lehman collapse — also due to
payment defaults and write-downs on mortgage
loans. Since 2011, liabilities have been growing
at an average rate of only 1.3% a year. On the
old continent, average debt growth also slowed
from 5.1% in the period from 2005 to 2010 to 1.1%
a year since 2011 — albeit with major differences
between the individual countries. Whereas per-
sonal debt was on the decline, on average, from
2011 onwards in crisis countries like Greece,
Ireland, Portugal or Spain, the Scandinavian
countries, in particular, have already bounced
back to — or indeed are still reporting — robust
growth rates averaging 4% or more. Oceania’s

households have shown a bit more restraint
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Development in global liabilities

with their borrowing in recent years compared
with the first half of the past decade, with the
median average growth rate falling from 9.0%
to 5.8%. Nevertheless, this still means that debt
growth down under was more than five times
higher than in Western Europe. Compared with
the trend in North America, Western Europe and
Oceania, debt growth in Japan has been moving
in the very opposite direction. Whereas house-
holds in Japan were cutting their liabilities by
an average of 1.1% a year between 2005 and 2010,
the median average growth rate increased in the
second half of the decade, rising to 1.8% a year.
The large-scale moves to step up what was al-
ready extremely expansive monetary policy by
the Japanese central bank would appear to be
bearing fruit and stimulating lending among

households.

Irrespective of the major growth differ-
entials between the industrial economies and
the emerging markets, the regional differenc-
es in per capita terms are still significant. Debt
levels in Oceania were the highest at the end of
2015, with average per capita liabilities of EUR
55,470. This means that debt down under was 31
times higher than in Eastern Europe, the region
with the lowest level of per capita debt (average
of EUR 1,780). Per capita liabilities in Asia (excl.
Japan) and Latin America were slightly higher
than in Eastern Europe, with households in the
red to the tune of EUR 2,070 and EUR 2,120 per
capita on average. Japanese households (EUR
24,770) and households in Western Europe (EUR
26,240) were below the average for the industri-
alized economies (EUR 31,180), whereas the av-
erage debt of North American households was
almost one-third higher, at EUR 41,070.

Debt burden in some emerging countries dangerously high

Share of global debt burden 2005 and 2015, in %
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Global deleveraging
coming to an end

Since debt growth was moving virtually in tan-
dem with global economic output (+4.6%) last
year, the global debt ratio remained on a par
with the prior year level, coming in at 65.3% com-
pared with 65.4% in 2014. In the period from 2010
to 2014, economic growth consistently outpaced
personal debt growth — pushing the ratio down
by almost eight percentage points compared
with 2009. But economic growth'’s lead over debt
growth has dwindled from year to year. This
would suggest that the global deleveraging pro-
cess that has been ongoing for a few years now is

coming to an end.

Although the debt ratio of eastern Eu-
ropean households has more than doubled over
the last decade on the back of the rampant cred-
it growth seen in the past, it remains the region
with the lowest ratio of debt to general economic
activity. After debt growth slowed considerably
last year, failing to keep up with the pace of eco-
nomic growth, the ratio dropped from 25.2% to
24.5% in a year-on-year comparison. In the re-
gion’s EU member states, the ratio was — not sur-
prisingly — much higher than in the rest of the
region (almost 19%) at around 33% on average,
although it was still the case that not one of the

countries from this region that are included in

Two-speed decade, growth slowed down in the second half of the decade
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our analysis overshot the 50% mark. The ratio in
Latin America is almost six percentage points
higher than in Eastern Europe at 30%, with lia-
bilities growing at a much faster rate (around
15% a year on average) than economic output
(just under 10% a year on average) in the period
from 2005 to 2015. Having said that, no country
has overshot the 50% mark to date in this region
either. There is more cause for concern when it
comes to Asia (excl. Japan). The highest debt ra-
tio among the emerging regions can be found in
this particular area, with the ratio climbing by
just under two percentage points to around 42%
in 2015.

Global debt ratio remains stable

Economic growth vs. debt growth, y/y in %
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The ratio for Japanese households came
in at 82.1% at the end of 2015, up by 0.7 percent-
age points year-on-year and roughly in line with
the average for the advanced economies (81.1%).
The debt ratio in North America also came in at
this level, dropping by 0.4 percentage points in
the course of the year to 82.4%. Compared with
the record of 97.4% set in 2009, the ratio of liabil-
ities to economic output has been slashed by as
much as 15 percentage points. In Western Eu-
rope, the ratio fell by a far from insignificant 4.7
percentage points last year, pushing it down to
75.8%. This means that the global deleveraging
process sparked by the outbreak of the financial
crisis is attributable almost exclusively to these

two regions.
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In no other region of the world is the rel-
ative debt burden as high as in Oceania. Unlike
in North America and Western Europe, the debt
ratio has actually been rising further compared
with 2009, climbing by a total of 11.2 percentage
points to 126.8%. But this development is not
only due to a comparatively high level of debt
growth, it is also the result of more sluggish eco-

nomic growth.

Large wealth gap
between the regions

If we subtract debt from the gross financial
assets, we arrive at a figure for net financial
assets, which came in at a new record high of
EUR 116.3 trillion at the close of 2015. Since the
rate of growth in total savings came to 4.9% last
year, slightly ahead of the rate of debt growth,
the growth rate in net terms comes to 5.1% — be-
low-average in a long-term comparison (average
of +6.2% a year since 2005).

A look at the world wealth map tells a
predictable story: the discrepancies between the
assets of households in the richer regions and
those in the world’s poorer regions remain huge.
The wealth gap is especially pronounced on the
American continent: North America remains
the richest region in the world, with average per
capita assets coming to EUR 152,510 last year. By
contrast, Latin America was the region with the
lowest net financial assets. At the end of 2015, af-
ter deductions for liabilities, households had an
average of EUR 2,840 per capita. This means that
households in the north had 54 times the assets
of their neighbors to the south. Nevertheless,
this factor was as high as 62 back in 2005, so the
trend is, at least, moving in the “right” direction.

On the other side of the globe, in Asia-Pa-
cific, Japanese households led the field with
average per capita assets of EUR 83,890. Their
lead over Taiwan and Singapore is now, however,
only very narrow. Both of these countries could
overtake Japan as early as next year. At the be-
ginning of the decade, net per capita financial
assets inJapan were still almost twice as high as
in these two countries. In the Asia (excl. Japan)
region, per capita financial assets averaged EUR
7,060 in total — largely due to the fact that the

level of assets in India and Indonesia is still very
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low. The asset level in Oceania was significant-
ly lower than Japan: due to the high debt levels,
the average net financial assets of households in
Australia and New Zealand came to EUR 60,300
per capita, well below the average forJapan. This
is because, leaving liabilities out of the equation,
households in Oceania had average gross finan-
cial assets of EUR 115,770 per capita, putting
them ahead of their Japanese counterparts (EUR
108,700).

Global wealth map at a glance

Net financial assets per capita in EUR, 2015
North America

152,510
Western Europe

In Western Europe, net per capita finan-
cial assets were slightly lower than in Oceania at
the end of 2015, coming to EUR 58,600. Although
the wealth gap between Western and Eastern
Europe was nowhere near as extreme as the gap
between North and South America, the average
per capita assets of western Europeans were still
16 higher than the assets of their eastern Euro-
pean counterparts, which came in at an average
of EUR 3,570.This gap has, atleast, also narrowed
considerably over the last decade: the factor was
still twice as high back in 2005. The transatlan-
tic wealth gap, on the other hand, is moving in
the opposite direction and is widening steadily:
at the beginning of the decade, net per capita fi-
nancial assets in Western Europe still came to
almost 44% of per capita assets in North Amer-
ica. By the end of 2015, this figure had dropped

to around 38%.

Eastern Europe

Asia ex Japan

Sources: National Central Banks and Statistical Offices, UN Population Division, Allianz SE.
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Asia (excl. Japan) leaving all
other regions way behind

Asia (excl. Japan) remains the growth
champion in net terms as well. Net per capita fi-
nancial assets in this part of the world have been
growing at an average rate of 14.3% p.a. over the
past decade. Due to the rapid debt growth men-
tioned above, Eastern Europe “only” comes in
second, with average annual growth of 10.5%.
Latin America, on the other hand, would appear
to have missed the boat. In the period between
2005 and 2010, these three regions were moving
virtually in tandem with each other. Since then,
however, they have been going their separate
ways: while asset growth in Asia (excl. Japan)
has actually picked up speed, Latin America is
falling far behind. Eastern Europe cannot keep
up with Asia (excl. Japan) either, despite dou-

ble-digit growth rates.

Asia continues to sprint, Latin America lags behind

With an average growth rate of 6.5% p.a.,
Oceania is the best-performing prosperous re-
gion, with asset growth proving to be much slow-
erin North America and Western Europe, at 4.8%
and 3.8% respectively. Japan once again comes
bottom of the league, with average growth of
2.1% a year. But the gap separating Japan from
Western Europe is not terribly big. Western Eu-
rope’s lead is virtually wiped out if we take in-
flation into account. Europe has become anoth-
er Japan in terms of wealth development — at a

lower level.

Development of net financial assets per capita by region, index (2005 = 100)
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Wealth distribution paradox

4 These asset bands
can, of course, also
be used for the
purposes of country
classification.
Whether a country’s
average net finan-
cial assets come to
less than EUR 7,000
or more than EUR
42,000 per capita
determines whether
itis classed as a “low
wealth country”
(LWC) or a “high
wealth country”
(HWC). This means
that countries with
per capita assets of
between EUR 7,000
and EUR 42,000 are
classed as “middle
wealth countries”
(MWCs).

At least since Piketty’s bestseller “Capital in the
Twenty-First Century” hit the shelves, wealth
and income distribution has become a hot topic
of social debate. The discussion centers around
developments in inequality, which is said to
have increased in many developed countries
over the past few years. This diagnosis is be-
coming all the more of a pressing issue given
the rise of populist parties on both the right and
left margins of the political spectrum. For them,
growing inequality is a sure sign that the dom-
inant economic order has failed, which is why it
is being rejected by ever broader sections of the
population. And so equal distribution becomes
the existential question facing a liberal econom-
ic order that is built on a foundation of open and
globalized markets.

But there has always been a much
“brighter” narrative to offset this “dark” side of
the distribution question, the increasing levels
of social inequality: the success story written by
the emerging markets, where more and more
people are participating in general progress and
prosperity and are creating a new global middle
class; in tandem with this development, pover-
ty levels have dropped significantly across the
globe over the past few decades. So what do these
two sides of the distribution story look like now,
based on the latest available data? Although our
analysis — in line with the focus of the Allianz
Global Wealth Report as a whole — looks exclu-
sively at the distribution of financial assets, the
results nevertheless shed some interesting in-
sights into the current debate. Let’s start with
the brighter side, the rise of the emerging mar-
kets.

The global middle and up-
per classes are growing

As in the past, we have split all house-
holds/individuals into global wealth classes
in order to analyze how wealth is distributed
at the global level. The division is based on the
average global net per capita financial assets,
which came in at EUR 23,330 in 2015. The middle
wealth (MW) class encompasses all individuals
with assets corresponding to between 30% and
180% of the global average. This means that for
2015, the asset thresholds for the global wealth
middle class stand at EUR 7,000 and EUR 42,000.
The “low wealth” (LW) category, on the other
hand, includes those individuals with net finan-
cial assets that are below the EUR 7,000 thresh-
old, while the term “high wealth” (HW) applies
to those with net financial assets of more than
EUR 42,000 (for details on how the asset thresh-
olds are set, please refer to Appendix A).!

Structural changes, like the distribution
of wealth, are best observed over a longer period,
because this helps to iron out some of the dis-
tortions caused by short-term influences - the
sudden appreciation in a currency or a massive
stock market slump, for example. A long-term
analysis shows that the global middle and high
wealth classes have grown whereas the low

wealth class has shrunk.



Although the vast majority of the five
billion people living in the countries included in
our analysis still belong to the low wealth class,
the number is down slightly as against 2000 to
3.4 billion, meaning that only 69% of the total
population (as opposed to 80% in 2000) belong
to this wealth category today. Progress has also
been made in terms of their share of global net
financial assets, albeit at a very modest level: the
people in this category now hold 5% of global net
financial assets as opposed to 3% in the past —
not a huge increase, but a sign of progress all the

same.

Seven times more move up than down

There is a straightforward explanation
for this impressive development: in recent years,
more and more people, almost 600 million in
total, have achieved promotion to the middle
wealth class — particularly in the up-and-com-
ing economies. While the lion’s share is natural-
ly attributable to China, other countries in Asia,
almost all countries in Latin America (with the
exception of Brazil) and many eastern Europe-
an countries have also been writing this very
same success story in recent years. This story of
advancement translates directly into a bigger
global middle wealth class: over the past few
years, the number of people who belong to this
category has more than doubled. For the last
two years, this global middle class has counted

more than 1 billion members, meaning that it

Migratory movement and population growth since 2000, in million and percent

Population growth

Population growth
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Sources: National Central Banks and Statistical Offices, UN Population Division, UNU WIDER, World Bank, Allianz SE.
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Wealth distribution paradox

now accounts for around 20% of the total popu-
lation, compared with 10% back in 2000. In line
with this development, the proportion of global
assets held by this wealth class has also grown,
rising to more than 18% at the end of 2015, al-
most three times the amount seen at the start
of the millennium. So the global middle class
has not only been getting bigger in terms of the
number people who belong to it; it has also been
getting increasingly richer.

The rapid growth of the global middle
class is not, however, a one-sided tale of ad-
vancement. Almost one-fifth of this growth can
be traced back to natural population growth
during this period - and around one-eighth of
the new members of the middle class are peo-
ple who have been demoted, i.e. households
that have been “relegated” from the high wealth
class. This trend largely affects the US and Ja-

pan, but also European countries like France,
Italy, Ireland or Greece. This can be seen as the
first indication that the distribution of wealth
in the world’s traditional advanced economies
has developed somewhat less favorably than in
the emerging markets in the aftermath of the
recent financial crises. And finally, the wealth
distribution story also has a casualty to report:
Brazil has (for the time being) missed the boat
in terms of joining the middle class. This is also,
however, likely to be due first and foremost to the
marked depreciation of the Brazilian currency
last year. Nevertheless, Brazil's story also serves
as awarning that the growth of the middle class
is certainly not an irreversible development and
that the emerging markets cannot afford to rest
on their laurels. Rather, all it takes is a severe
economic crisis to call any progress made into
question again. Continued growth is, and will
remain, the key to the broader distribution of

wealth.

1,000,000,000 people now belong to the global wealth middle class

Population (53 countries analyzed), in million,
2015

3,426 m Oceania/ South Africa
. m North America
= Western Europe

Eastern Europe
® Latin America
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i 538
Net financial assets
<7000 00010 5 4000

42,000 per capita, in EUR

Distribution of global net financial assets 2015, in %
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Sources: National Central Banks and Statistical Offices, UNU WIDER, World Bank, Allianz SE.



Given the far from insignificant “hem-
orrhaging” of the global high wealth class in
the traditional developed economies, it is all
the more surprising to see that even this wealth
class has grown over the past 15 years, at least
in terms of membership numbers: today, around
540 million people across the globe can count
themselves among the high wealth class, a good
100 million or 25% more than in 2000. One-quar-
ter of this increase is due to natural population
growth, although the lion’s share of new mem-
bers have been promoted from the middle class.
China once again stands out as one of the main
drivers of this development. Other Asian coun-
tries like Korea and Taiwan, however, have also

seen their share of the global high wealth class

Wealth middle class speaks Chinese

Wealth middle class by region, in million

1,019 million

Sources: National Central Banks and Statistical Offices, UN Population Division, UNU WIDER, World Bank, Allianz SE.

increase, as have other up-and-coming econo-
mies like Mexico and South Africa. This means
that the high wealth class is much more heter-
ogeneous than it was in the past, when it was
more or less a club open exclusively to western
European, American and Japanese households:
at the start of the millennium, this group of
countries still accounted for well in excess of 90%
of its members, compared with only two-thirds
today. This influx of new members has also al-
lowed the high wealth class to keep its share of
the overall population stable at around 10%. This
does not, however, apply to the share of total
wealth: although this group still accounts for a
vastly disproportionate slice of the global wealth
cake, at 77%, its share of total global wealth was
as high as over 90% not too long ago. At least at
global level, this development reflects a lower
level of wealth concentration, because it means
that financial assets are distributed more evenly

among a larger number of people.

m Oceania und South Africa
North America
m Western Europe
Eastern Europe
m Latin America
China
B Rest of Asia
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5 The analysis only
includes the ,,0ld",
large eurozone
countries, i.e.
Austria, Belgium,
Finland, France,
Germany, Greece,
Ireland, Italy, the
Netherlands, Portu-
gal and Spain..

Box: Distribution of wealth in the
euro area — the middle class s gro-
wing

In terms of the timeline, the history of the euro can be split virtually down the middle: the first

few years were characterized by robust growth (especially in the countries on Europe’s periphery)
and intensive integration on the financial markets. The second phase, which started with the
post-Lehman financial crisis and is actually still ongoing to this day, is marked, by contrast, by
weak growth, disintegration and large-scale bail-out programs. The weaknesses of monetary union
have since been laid bare and policymakers are still wrangling with the challenge of stabilizing
the architecture that holds the single currency in place. Support for the single currency among the
population has certainly suffered during the crisis years, with anti-euro parties riding higher and
higherin the popularity stakes ever since. Within this context, growing social inequality is often
also cited as a problem that the euro — or the measures taken to save the euro — has exacerbated.
Butis this true? Has the euro really increased inequality within the eurozone? Our attempt to
answer this question uses the same methodology that we used to investigate the global distribu-
tion of wealth, i.e. we have split all households/individuals into euro wealth classes, taking net

per capita financial assets in the eurozone as a basis. The euro middle wealth class, like its global
counterpart, encompasses all individuals with assets corresponding to between 30% and 180% of
this average value. The low and high wealth classes are defined accordingly.

In 2015, net per capita financial assets in the euro area came to EUR 47,800 — up by more than 50%
since the beginning of monetary union: a far from insignificant increase. Global wealth, however,
showed much more dynamic growth during the same period, with global per capita assets dou-
bling. And even in the US — a country that has also had to weather severe financial storms — assets
have increased by more than 80% since 2000. But the slower development in net financial assets
comes as little surprise given that growth rates in the eurozone have been lagging behind the
average.

Another trend, on the other hand, does come as a surprise: out of the three eurozone wealth
classes, only one saw its membership ranks swell — the middle class. The two other wealth classes
— particularly the high wealth class — contracted in terms of their share of both the population as
awhole and net financial assets. This trend does not support the theory that inequality is on the
rise in the eurozone. Quite the opposite: the middle class is growing! Against the backdrop of these
figures, it is difficult to understand the widespread rejection of the euro.

Taking the eurozone as a whole, the wealth distribution picture is more positive. This overall trend,

however, masks relatively varied developments in the individual countries. While in Belgium,



Germany and the Netherlands, the distribution of wealth improved from a eurozone perspective, this
does not apply to the other countries; in Greece, Ireland and Italy, there has even been a marked de-
terioration. The crisis has left lasting scars in Greece, in particular: whereas around half of the Greek
population were members of the euro middle wealth class when the euro was launched, the figure
today stands at only 20%.

And there is another aspect that deserves our attention. Although the share of net financial assets in
the hands of the euro high wealth class is getting smaller, this does not apply to one particular group
within this high wealth class, namely the richest population decile. This group’s share of total wealth
has been growing continuously ever since the euro was introduced. And that’s not all: the top decile
is the only population decile whose share of total assets has increased; the remaining 90% of the euro-
zone population have seen their share decrease, suggesting that wealth is now more concentrated in
the hands of a small few.

In conclusion, wealth distribution within the euro area would appear to be an ambivalent matter.
The evidence does not seem to confirm the fears of an erosion of the middle class and associated
concerns about social exclusion, at least not looking at the eurozone as a whole (although the fears
certainly hold true for Greece). At the same time, however, wealth would appear to be increasingly
concentrated in the hands of a small wealthy elite: the (very) rich are becoming richer and richer

and distancing themselves further and further from the average. This is also a form of increasing
inequality. Although it does not result in any real social polarization — a growing number of poorer
households is offset against similar growth in the number of wealthy households — it does have the
potential to put pressure on social cohesion in the long run if the majority of the population becomes
increasingly convinced that economic development is something that only benefits a select few while

the rest of the population is left more or less stuck where it is.

Growing middle class and increased concentration of assets
Share of population according to asset classes, eurozone, in % Share of net financial assets per population decile, in %

2015
20 436
421
1.-5. 6. 7. 8. 9. 10.
Population decile
LWC MWC B HWC ® 2000 = 2015

Sources: National Central Banks and Statistical Offices, UN Population Division, UNU WIDER, World Bank, Allianz SE.
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Wealth distribution paradox

So all in all, our figures confirm the
“sunny” side of the wealth story, the ascent of the
emerging markets, which is, by and large, a suc-
cess story. They highlight the inclusive nature of
asset growth on a global scale: more and more
people are getting the chance to participate in
global prosperity. From this angle, inequality
certainly cannot be said to be on the increase.

But there is also a shadow hanging over
this story: the momentum is concentrated pri-
marily in only one region — Asia — and within
that region, mainly in only one country: China.
In a world without China, the global high wealth
class would have shrunk and not grown, and
the middle class would only have expanded by
around 150 million people, or just under 50%.
This growth would have been split more or less
50/50 between natural population growth and
either individuals being demoted from the high
wealth class or households being promoted from
the low wealth class. All in all, the trend would
still be a success story for the emerging markets,
because in the two other major up-and-coming
regions, Latin America and Eastern Europe, the
middle wealth class is also growing both in ab-
solute terms and in terms of its proportion of the
overall population, albeit at a much slower rate
than in Asia. So China is the main pillar prop-
ping up the global middle class. This may come
as a disconcerting revelation to those who fear
that the end of Chinese growth momentum may
be nigh. On the other hand, it shows just how
many opportunities are still out there if the suc-
cess story we have seen so far has been written
primarily by a single country. As a result, the
rapid growth in the global middle class could
well continue over the next few years as long as
more countries can manage to follow in China’s
footsteps and exploit their full potential. India is
certainly the first country that springs to mind

here.

Growing inequality in the
traditional developed econ-
omies

Although splitting households into wealth class-
es is revealing when it comes to analyzing how
the global weightings are shifting, they remain
somewhat abstract for most of the people con-
cerned. This is because the benchmark for most
households is not the global average, but rather
their national average — people are interested
first and foremost in how much their neighbor
has. This is why we have added a national com-
ponent to our analysis of wealth distribution.
There are various ways of measuring
wealth inequality. One method involves analyz-
ing the share of wealth held by the richest popu-
lation decile, focusing on the changes over time
as opposed to the absolute amount of wealth.
After all, while the absolute level is determined
by a large number of social and historical devel-
opment factors, it is the change in distribution
that determines whether the situation in a par-
ticular countryis seen as being “fair” or “unfair®.
One example is Latin America, where the level of
wealth concentration is still very high at well in
excess of 50% — or even more than 60% in some
cases (Brazil) — but the trend is definitely mov-
ing in the “right” direction, i.e. towards greater

diversification.



All in all, clear patterns emerge when
wealth distribution is analyzed in this way: in
around two-thirds of the emerging markets,
wealth concentration has decreased over the
last few years. Exceptions to this rule include
countries like Russia, South Africa or India. In
the developed countries, on the other hand, the
very opposite applies: in around three-quarters
of the countries included in our analysis, the
richest 10% have seen their share of total wealth
increase. This trend is particularly pronounced
in Switzerland, the US, France or Italy, for exam-
ple. So based on these figures, it is certainly not
an exaggeration to say that inequality has in-
creased in the world’s traditional industrialized

countries.

What remains for the middle class?

In order to show how wealth is distrib-
uted at national level, we also calculated a Gini
coefficient for each country for the first time
last year, based on the average net financial as-
sets per population decile. The higher the Gini
coefficient, the greater the inequality of wealth
distribution. The picture that emerged was sim-
ilar to the analysis based on wealth concentra-
tion: the number of countries in which the Gini
coefficient of wealth distribution had fallen over
time was roughly on a par with the number of
countries in which the Gini coefficient had risen.
And once again, the countries with an improved
Gini coefficient tended to be emerging markets,
with deteriorating coefficients seen primarily in
the developed economies. One year later, these

results look more or less the same.®

Share of (national) wealth middle class in total net financial assets, in %
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Wealth distribution paradox

This year, we are looking at the issue of
distribution from yet another angle, investigat-
ing the share of total assets held by the middle
class. This means that we have investigated how
the group of people in the middle of society has
fared, in terms of wealth development, in recent
years. After all, in political terms, it’s all about
the “people in the middle®. Any erosion with-
in this group is considered a sure sign of social
crisis. The rise of populist parties — in Europe,
the US but also in some emerging markets — is
repeatedly linked to a loss of confidence and se-
curity within the middle strata of society; and
wealth development is likely to play a far from

insignificant role in this change in sentiment.

No even picture

One thing that is striking if we look at
the share of assets held by the middle class —
defined as those individuals who hold between
30% and 180% of the national average net per
capita financial assets — is the extent to which
the figures vary from country to country: while
the figure in Slovakia comes in at over 60%, the
US middle class holds only 22% of the country’s
total assets. No clear patterns emerge. The tra-
ditional industrialized nations can be found at
both the top and bottom end of the scale, as can
the up-and-coming economies. Nevertheless,
there are far more eastern European countries
in which the middle class holds a relatively high
proportion of total assets, with Slovakia lead-
ing the field: this is likely due to the country’s
systematic privatization and reform measures
since the end of the communist era. The still rel-
atively homogenous distribution of wealth in the
eastern European countries on the whole is also

likely to be a direct consequence of the fact that
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these countries only opened their doors to the
West and embraced a free market economy 25
years ago. So there has not yet been much time
to (legally) accumulate private assets which, as
aresult, means that no marked differences have
emerged to date.

The encouraging figures from China
come as something of a surprise given the many
reports on the new Chinese billionaires. This
shows, however, that the question of wealth
distribution is not determined solely by the top
echelons of the population — where wealth ac-
cumulates at a rapid rate — but rather, first and
foremost, among the broad sections of the pop-
ulation. And this is where the Chinese story of
growth and ascent is still intact: over the past
few years, millions of Chinese households have
managed to go from having virtually nothing

to accumulating a small (or more substantial)

More countries with positive development

asset base. This is reflected in a relatively high
proportion of assets held by the middle class.
At the other end of the spectrum, on the other
hand, we find the “usual suspects®: south Amer-
ican countries —as a result of oligarchic systems
in the past — Indonesia or South Africa — which
have always been characterized by a high level of
wealth concentration — and, first and foremost,
the US — which we referred to as the “Unequal
States of America” in last year’s report because
it was the country with the highest Gini coeffi-
cient. At first glance, Sweden certainly does not
fit into this group of countries. The high house-
hold debt levels are likely to be the main factor at
play here: around one-third of Swedes have neg-
ative net assets, one of the highest percentages

in the world.

Change in share of (national) wealth middle class in total net financial assets and of the population since 2000,
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Wealth distribution paradox

The development in the share of assets
attributable to the middle class does not reveal
any uniform trend either. Positive and negative
changes more or less cancel each other out. It is,
however, worth taking a closer look at individual
countries.

Let’s start with the three countries in
which the middle class has seen its share of total
assets decline more drastically than anywhere
else: Romania, Croatia and Hungary. The num-
ber of individuals who can count themselves as
members of the middle class has also fallen in
all three of these countries. But while in Roma-
nia and Croatia this is because more people now
rank among the national high wealth class, the
trend in Hungary is attributable to demotion as
opposed to promotion: the low wealth class has
grown at the expense of the middle class. In oth-
er words: although the decline in Romania and
Croatia in particular appears to be a dramatic
development at first glance, it is not the result of
middle class erosion that comes hand-in-hand
with less equal wealth distribution, but in fact
means the very opposite: a story of advancement
in which more and more people are enjoying
greater wealth.

On the other hand, in the other coun-
tries in which the middle class has sustained
fairly hefty losses — e.g. the US, Italy, Austria, the
UK and Japan - the changes in terms of mem-
bership numbers pale into insignificance. In
these countries, the story is, in fact, one of the
gradual emaciation of the middle class, which is
participating less and less in overall wealth. Sig-
nificantly, this trend applies mainly to the euro
crisis countries (Italy, Ireland, Greece) and the
traditional industrialized nations (the US,Japan,
the UK) — where an extremely expansive mone-

tary policy has been pursued since the financial

crisis. Germany can also be found in this group
of countries, although the drop only comes in at
one percentage point, meaning that we tend to
see the situation in Germany as broadly stable.

On the other hand, there is a much larg-
ernumber of countries in which the middle class
has upped its share of total assets significantly,
although the developments underlying this in-
crease often vary considerably.

France and the Czech Republic, for ex-
ample, really stand out with increases of 15%.
The explanation: more people have joined the
middle class because they have been demoted
from the high wealth class. This has also in-
creased the concentration of wealth at the upper
end of the prosperity ladder. A similar phenom-
enon can be observed in Switzerland: the high
wealth class is shrinking in favor of the middle
class, although in Switzerland, the middle class
is also losing members to the low wealth class
—this is why the share of assets held by the mid-
dle class is also much lower than in France or
the Czech Republic. So conflicting phenomena
lie beneath the surface in these three countries:
on the one hand, the middle class is growing
— which is a good thing for the distribution of
wealth — whereas on the other, more and more
wealth is concentrated in the hands of a select
few—a bad thing for the distribution of wealth.

In the other countries that have seen the
share of wealth attributable to the middle class
increase, on the other hand, the trends are une-
quivocally positive: the middle class is gaining
ground and, at the same time, wealth is becom-
ing less concentrated at the top, i.e. wealth dis-
tribution is becoming more equal. Especially in
emerging markets like Turkey, Thailand or Bra-
zil, this development is also associated with an
increase in the number of people who belong to
the middle class — because they have made the

leap up from the low wealth class.



So how can this analysis of the develop-
mentof the wealth middle class be summarized?
On the whole, the development in 16 countries
is negative: the share of assets attributable to
the middle class has fallen, with the number of
people who can count themselves as members
of the middle class also falling in three coun-
tries (in Romania and Croatia, however, there is
a “good” reason for this: more people now rank
among the high wealth class). As far as the other
countries with negative trends are concerned, it
is striking to see that the majority of them are
euro crisis countries, or the world’s traditional
industrialized nations with extremely low in-
terest rates; this list is completed by a vast range
of countries including Austria, Australia, Fin-
land and Japan on the one hand, and Hungary,
Bulgaria, South Africa, India and Russia on the
other.

By contrast, in 24 of the countries we
analyzed, the middle class has expanded, with
ten of these countries reporting a significant in-
crease in the number of members of the middle
class at the same time. In two cases (France and
the Czech Republic), however, this has happened
for the “wrong” reasons: demotion from the high
wealth class. If we add the eleven countries in
which the status of the middle class has been
left virtually unchanged in recent years, then
we arrive at a positive conclusion overall none-
theless: the middle class is growing and there
are certainly no signs of a general erosion or the
decline of the middle class as a global phenom-
enon.

In general, rather, high asset growth
— as is often seen in the emerging markets —
would appear to come hand-in-hand with the
strengthening of the middle class, even if this is
by no means an automatic mechanism: India,
Russia or South Africa are prominent exceptions
to the rule. There is, however, no question that,

wherever total assets experience rapid growth,

thereis a better chance of more and more people
being able to participate in this prosperity. If you
choose only to look at the (similarly meteoric)
rise in the number of millionaires, you lose sight
of the positive developments taking place “low-
er down®, among the population at large. The
progress made by many countries in Asia, Latin
America and Eastern Europe is, on the whole, a
success story in terms of distribution within the
individual countries, too.

But the opposite holds true as well: low
asset growth tends to be correlated with a (slow)
erosion in equitable distribution, especially in
the middle sections of society, with the Europe-
an crisis states serving as a prime example of
this. There are also, however, developments such
as those witnessed in France and Switzerland,
where a larger middle class comes hand-in-
hand with, or is caused by, greater wealth con-
centration. So has wealth distribution become
more or less equal in these countries? There is
no clear-cut answer to this question. The sit-
uation is probably best described as a paradox
of “inclusive inequality”: more people are par-
ticipating in average wealth, while at the same
time, the tip of the wealth pyramid is moving
further and further away from this average
(and is getting smaller and smaller at the same
time). Ultimately, this description of “inclusive
inequality” also applies to the situation across
the globe. The question of distribution is more
complex than the catchy headlines referring to
rising inequality would like to suggest. Policy-
makers should also differentiate accordingly in
the way they deal with the distribution issues
facing them. This does not, however, mean there
isnotan acute need to take action in some coun-
tries — particularly the traditional developed
countries. The end of a policy of negative interest

rates would surely be a good start.
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Regional differences. Latin America

The commodities boom witnessed in the first
decade of the new millennium ensured that
the Latin American subcontinent, which is rich
in natural resources, enjoyed high export reve-
nue and capital inflows over a period of many
years. In particular, China’s insatiable appetite
for raw materials sent prices surging and fueled
a Latin American boom. As Chinese economic
momentum started to wane, so too did the de-
mand for raw materials, and prices started to
slide back down. Without the tailwind provided
by the commodity markets, the South Ameri-
can growth engine started to splutter. Within a
short space of time, the region once known as a

real growth machine was transformed into one

stuck at the very bottom of the growth rankings:
growth in the countries included in our analy-
sis (Argentina, Brazil, Chile, Colombia, Mexico
and Peru) has been on a continuous downward
trend over the last five years and actually stag-
nated in 2015 in all of these six economies. At
the same time, consumers have also started to
tighten their purse strings and the annual rate
of change in consumer spending has been drop-
ping continually since the end of 2010. The bo-
nanza days seen in previous years would appear

to be over, at least for the time being.

Commodity prices, economic growth and stock markets heading down

Commodity prices and economic growth since 2011
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But it is not just plummeting commod-
ity prices that have been plaguing Latin Ameri-
ca of late. Surprising signals sent out by the US
Federal Reserve in May 2013 regarding a future
reduction in the bond-purchasing program trig-
gered a real sell-off of assets from up-and-com-
ing economies across the globe. The pronounced
uncertainty on the international financial mar-
kets translated into substantial corrections on
the capital markets and currency devaluation
in the emerging markets. Financing conditions
were tightened up considerably, putting added
strain on the Latin American economy, which
was already stalling. After finally putting an end
to its policy of quantitative easing in October
2014, the Fed was still continuing with moves
to normalize monetary policy more than a year
later: in light of the economic recovery in the US,
the Fed broke with its zero interest rate policy in
December of last year, lifting its key rate — for the
first time in almost ten years — by 0.25 percent-
age points. Since the markets were prepared for
the interest rate decision this time round, how-
ever, the scenario seen in the spring of 2013 was

not repeated.

The massive slump on the Chinese stock
market in August of last year, however, put a
damper on the mood among market partici-
pants. Investor concerns regarding the increas-
ing slowdown in China soon spread to other
economies, with asset prices coming under
pressure across the globe. Share prices start-
ed heading south in the emerging markets, in
particular. In August alone, the MSCI Emerging
Markets Latin America lost almost 11% of its val-
ue, closing 2015 33% lower than the value seen at
the end of 2014. After a brief recovery phase in
the second quarter of the year, the prices of most
commodities started to dip again, leaving those
economies that export commodities with an
even poorer growth outlook. Leading indices in
Latin America — with the exception of Argenti-
na — lost considerable value in the course of the
year. While Brazil’'s BOVESPA lost around 13%,
the indices in Colombia and Peru fell by as much
as 26.5% and 36.3% respectively. In Argentina,
on the other hand, the end of the socialist gov-
ernment’s term in office and the election of the
liberal Mauricio Macri would appear to have put
the country back in the investor spotlight: the
country’s MERVAL index gained more than 36%

last year.
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Regional differences. Latin America

Rising inflation eats
Into asset growth

The weakest economic development
was witnessed in Brazil, the largest economy
in Latin America. The country, which accounts
for at least two-fifths of the region’s economic
strength and kept the global economic engine
running after the outbreak of the financial crisis,
is now grappling with the most severe recession
in one hundred years. Brazil’s very commodi-
ties-heavy export economy was hit particularly
hard by the plummeting prices of iron, crude oil
and other raw materials. The political misery
and corruption plaguing the country are also
putting a damper on its economic development.
Urgently required structural reforms designed
to diversify the economy have been postponed

by the country’s governments — a phenomenon

Significance of private pensions characteristic of the region

Asset classes as % of gross financial assets, 2015
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that is certainly not exclusive to Brazil within
the region. Real GDP in Brazil contracted by 3.8%
last year, unemployment climbed to 9.0% at the
end of 2015, compared with 6.5% in the same
quarter of the previous year. At the same time,
the weak real made imported products more ex-
pensive, with consumer prices rising by an aver-
age of more than 9% year-on-year in 2015. This
put the rate of inflation well above the upper end
of the central bank’s 4.5% target corridor (+/- 2%)
and triggered a 4% slump in private consump-
tion. As faras financial assets are concerned, the
growth witnessed last year left Brazilian house-
holds with nothing after inflation was factored
in, on the contrary: the estimated growth of 2.9%

as against 2014 was much lower than the rate
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of inflation, meaning that households were hit
with asset losses in real terms. The pace of sav-
ings growth also fell considerablyin a long-term
comparison, with savings growing by just under
9% a year on average in the period from 2005 to
2015.

The developments in Brazil are repre-
sentative of the entire region. Between 2005 and
2010, average annual savings growth in Latin
America was still sitting at almost 13% and has
now slipped back to an average of around 7%
over the last five years due to dwindling mac-
roeconomic momentum. At the same time, the
average regional inflation rate has risen from 5%
to at least 7% over the same period.

At the end of 2015, the gross financial
assets of private households in Argentina, Bra-
zil, Chile, Colombia, Mexico and Peru came to
just shy of EUR 2.4 trillion in total, up by 6.5% on
a year earlier. Almost three-quarters of region-
al assets were attributable to the two heavy-
weights in the region, Brazil (34%) and Mexico
(40%). Brazil has lost considerable ground due
to the dramatic slump in its domestic currency,
with the real losing at least one-third of its value
against the euro in the course of the year. If the
exchange rate had remained stable, the country
shares would have come to 41% for Brazil and
36% for Mexico.

In Mexico, the second-largest nation in
Latin America in terms of economic power, as-
set development was slightly stronger than in
Brazil, with asset growth of 5%. But the rate of
growth again lagged well behind the long-term
average of around 10%. The overall growth rate
was squeezed by relatively weak development
in securities assets, in particular. The Mexican
leading index closed 2015 0.4% lower than it
had closed 2014. All in all, assets held in shares
and other securities, which account for more
than 60% of the portfolio, grew by around 2% in
the course of the year. Bank deposits were the
growth leader among the various asset classes,
increasing by almost 14%. Household receiva-
bles from insurance companies and pension
institutions rose by almost 8% in a year-on-year
comparison.

One aspect that is somewhat surpris-
ing for an emerging region is the relatively large
proportion of assets invested in life insurance
and pensions in Latin America, with around
one-third of savings attributable to this as-
set class last year. This puts the region ahead
of the emerging market average (12%). Within
the region, however, the role played by this as-
set class varies from country to country. Some
economies, such as Chile, Colombia and Brazil,
were very quick to supplement the state social
security systems with private retirement pro-
vision. As a result, insurance policies and pen-

sions play a dominant role in the asset structure
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Regional differences. Latin America

in these countries. Argentina is an exception to
the rule: following the nationalization of pri-
vate pension funds in 2008, households started
to focus even more on investments that can be
liquidated quickly, like bank deposits. Since the
last sovereign default of 2002, which resulted in
the drastic devaluation of the national currency
and the freezing of bank deposits, many of Ar-
gentina’s citizens have lost faith in their peso.
Plagued by rampant inflation, many households
sought refuge in safe foreign currencies. Anyone
who has the choice opts to invest abroad or stash
his dollars or euros under the mattress. In cir-
cumstances like these, it is, of course, extremely
difficult to put a figure on the financial assets of

private households.

Pace of debt growth easing
Debt development since 2005
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Debt growth continues to
slow — at a high level

The savings of Latin American households were
offset by liabilities of EUR 1 trillion at the end
of 2015; in the course of the year, the outstand-
ing debt volume rose by at least 9%. More than
three-quarters of the region’s debt was again
concentrated on Brazil and Mexican households.
In line with asset development, debt growth has
also been slowing continuously over the last five
years - albeit not to the same extent: the rate of
growth has averaged almost 14% p.a. since 2011
and was around three percentage points lower
than the average growth rate for the period be-
tween 2005 and 2010; the regional growth rate
in financial assets, on the other hand, has slid
by more than five percentage points. Since 2005,
the region’s share of the global debt burden has
increased from 1.0% to 2.6%. Over the past dec-

ade, however, debt growth has not only outpaced

Debt ratio by country 2015,in %
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asset growth on average; it has also outpaced the
growth in economic output. This means that the
debt ratio has risen from around 19% in 2005 to
30%lastyear. Despite this rapid development, the
region’s debt level is still considered “normal” for
emerging markets: the average ratio of debt to
economic output in the world’s up-and-coming
economies came to 33% at the end of 2015. The
differences between the individual countries,
however, are considerable. Whereas the ratio in
Argentina only came to around 6%, Brazil leads
the field with a ratio of 47%. In per capita terms,
on the other hand, Chilean households top the
regional rankings with average debt to the tune
of EUR 4,850. The country with the lowest debt
level was Argentina, at an estimated EUR 590 per
capita. The regional average came to EUR 2,120
per capita, putting Latin America well ahead
of the average for the emerging markets (EUR
1,610).

Enormous gap between poor and wealthy

Net financial assets and liabilities per capita 2015,
in EUR

I e

Mexico
Brazil
Peru
Colombia

Argentina

Threshold for wealth middle class

0 4,000 8,000 12,000 16,000 20,000

m Net financial assets
m Liabilities

Growing wealth middle
class — inequality remains a
problem

Last year, net per capita financial assets, i.e. all
savings minus debt, came to a regional average
of EUR 2,840. Chile is the only country in Latin
America in which per capita household assets
surpassed the EUR 7,000 threshold that allows a
country to be classed as a middle wealth coun-
try (MWC). With average assets of EUR 11,720,
Chilean households came in 27th, after the
Czech Republic and ahead of China, in the glob-
al rankings. Mexican households, which had the
second-highest per capita assets in the region,

only just missed out on MWC status, with assets

Average income distribution by comparison
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Regional differences. Latin America

of EUR 6,170. All other countries on the South
American continent, however, still have a long
way to go before they can look forward to pro-
motion to the league of the MWCs. In an inter-
national comparison, Mexico was in 38th place
and the other Latin American countries were
alsoin the bottom third of the country rankings.

The proportion of the region’s popu-
lation that belongs to the “middle wealth cat-
egory” in a global comparison (net per capita
financial assets of between EUR 7,000 and EUR
42,000 per capita) came to 9% at the end of 2015.
This means that 41 million Latin Americans
can count themselves as members of the global
wealth middle class, compared with an estimat-
ed total of almost 31 million or so at the start of
the millennium. Only two million people had
high net financial assets (more than EUR 42,000
per capita), although these individuals only ac-
counted for a fraction of the total population as
awhole, or 0.4% in 2015.

It is still the case that more than 90% of
the population belongs to the lower wealth class.
This means that more than 430 million Latin
Americans had average assets of less than EUR
7,000.1t is also, however, important to remember
that hefty currency losses, such as those that
have hit Brazil, make it all the more difficult for
these countries to exceed the threshold values,
which are calculated in euros.

One of the biggest challenges facing Lat-
in America will remain the quest to achieve a
better distribution of income and wealth within
the individual societies. Both in a global com-
parison and measured against other up-and-
coming economies as a whole, incomes and
wealth in Latin America are much more highly
concentrated: the richest 20% in the region are
on the receiving end of almost 54% of the total
income and hold a good 76% of the total assets,
compared with ratios of around 46% and ap-
proximately 70% respectively in the emerging
markets as a whole, and averaging 42% and 68%
respectively in a global comparison. Despite the
ongoing income and asset inequality, consider-
able progress has been made in the fight against
poverty since the early years of the new millen-
nium: the proportion of the population living
below the national poverty line, for example, has
more than halved in Brazil and Peru, dropping
to 7.4% and 22.7% respectively in 2014. In Colom-
bia, too, the proportion of the population living
in poverty has been slashed from almost 50% to
just under 28%. Nevertheless, a study conducted
by the United Nations Development Programme
(UNDP) last year shows that the number of peo-
ple living in poverty in Latin America and the
Caribbean has increased again for the first time
in more than ten years. With economic growth
on the wane, many people are at a greater risk of

falling back into the poverty trap.
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North America
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Share Ofglobal ﬁnancial R R T T 44.8%
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Regional differences . North America

At the end of last year, just under 45% of the
world’s gross financial assets were concentrat-
ed on the continent of North America, meaning
that it remains the richest region in the world.
Taken together, Canadian and US households
had assets worth EUR 69.2 trillion, with the US
alone home to a good 94% of them. At 2.6%, the
North American growth rate for 2015 lagged be-
hind the global asset development trend (+4.9%)
for whatis now the second year running. But the
two countries that make up this region did not
move in lockstep with each other: the financial
assets of Canadian households grew at more
than twice the rate seen in the US. One thing
that the two countries have in common, howev-
er, is a slowdown in year-on-year asset growth,
with the rate of growth falling from 8.8% to 6.2%

in Canada and from 5.7% to 2.4% in the US.
X ©

North America: Subdued asset growth
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The dramatic slump on the Chinese
stock market in the summer of 2015 combined
with the drop in oil prices stoked concerns
among market players as to the global growth
outlook. This resulted in heightened volatili-
ty and sent share prices on a downward spiral,
with the S&P 500 losing almost 7% in the third
quarter alone. By the end of the quarter, Cana-
da’s leading index was also trading almost 9%
lower than it had been in the previous quarter.
Ultimately, the losses on the financial markets
also left their mark on the financial assets of
private households: in the three months from
July to September, the gross financial assets of
US and Canadian households dwindled by a to-
tal of around EUR 1.6 trillion, which corresponds
to per capita losses of more than EUR 4,500. This
is obviously also due to the region’s asset struc-
ture: at around 51%, the proportion of North

American assets invested in securities is much

Rate of change of asset classes 2015/ 2014, in %
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higher than the average for the advanced econo-
mies as awhole (39%). And with 52% securities in
their asset portfolios, US households have much
more of a risk appetite than their neighbors in
Canada as well (38%). The situation on the mar-
kets eased in the last three months of the year,
so that, by the time 2015 had come to a close, the
S&P 500, for example, had bounced back to al-
most the level seen at the start of the year. On the
back of this trend, gross financial assets in the
region increased by more than EUR 1.7 trillion in
the fourth quarter, meaning that they were able
to more than make up for any losses incurred.
The securities portfolio increased by 1.8% in the

US and by 4.2% in Canada year-on-year.

Weak stock markets take their toll
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Assets held in bank deposits proved to
be the winner among the various asset classes
in 2015: In Canada, the volume of funds held in
bank deposits grew by 6.9% in the course of 2015,
with the US reporting growth of 6.6%. US house-
holds took almost half of their savings to the
bank for safekeeping: term and savings deposits
rose by 5.8%, with sight and cash deposits swell-
ing by as much as 13% in total. In the last four
years alone, households have upped the volume
of their sight and cash deposits by at least 80%.
This strong liquidity preference reflects the on-
going mood of uncertainty among investors. The
low interest rates, among other factors, are also
prompting more and more people to favor short-
term over long-term investments. Nevertheless,
bank deposits play a relatively minor role in both
countries, accounting for 14% of the overall asset
portfolio in the US, and 22% in Canada.

Development of gross financial assets during the year,
a/qin’%
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Regional differences . North America

In the US, insurance policies and pen-
sions reported only meager growth of 1.8% in
2015. Although households plowed almost EUR
400bn, i.e. one third of their “fresh savings”, into
this asset class, fund inflows dipped by around
7% in a year-on-year comparison. This trend is
also likely to reflect demographic shifts, with
more and more of the baby boomer generation
leaving the labor market. But the weak growth
in the volume of these investments can also be
traced backtovaluelosses—particularlyas faras
household pension entitlements are concerned
— to the tune of EUR 42bn in total. In Canada,

on the other hand, fund inflows increased by

Securities dominate portfolios in USA
Asset classes as % of gross financial assets
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approximately 28% year-on-year to an all-time
high of just under EUR 58bn, with the volume
of these investments growing by 7.5%. Insur-
ance and pension assets are a key component of
household savings in both countries, account-
ing for around 31% of the total asset portfolio in
the US at the end of 2015, and as much as over
38% of the Canadian portfolio.

Canada
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In a regional comparison, North America not
only claimed the largest share of global financial
assets. Around 38% of the world’s debt burden —
more than in any other region — was also sitting
on the other side of the Atlantic. This share of
global debt has, however, been falling steadi-
ly in recent years. In 2007, it was still sitting at
around 46%. For one, households in the emerg-
ing markets have been accumulating increasing
liabilities as their financial sectors continue to
develop. For another, the trend also reflects the
debt discipline displayed by US households ev-

ident since the outbreak of the financial crisis.

Debt burden in Canada still sustainable?
Liabilities per capita in EUR (Ihs) and as % of GDP (rhs)
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The years before the crisis were char-
acterized by what was, at times, double-digit
growth in the US personal debt burden, push-
ing the ratio of liabilities to nominal economic
output up from 71.5% in 2000 to a high of 99.4%
seven years later. In 2008, households started to
borrow less in an attempt to tidy up their asset
balance sheets. In the period leading up to 2011,
they cut their liabilities by an annual average of
1.4%, shaving almost twelve percentage points
off the debt ratio, which was whittled down to
87.5% of GDP, in the space of these four years
alone. Although debt growth started to move
back into positive territory in 2012, it has con-
sistently lagged behind economic growth. This
means that the ratio of liabilities to GDP has fall-
en by a further 6.6 percentage points to 80.9%.
In per capita terms, liabilities edged up by 1.7%
last year to total EUR 41,540, putting them on a
par with the level seen in 2006. A combination

of historically low interest rates and a moderate

105 B Liabilities per capita, USA
Liabilities per capita, Canada

= Liabilities as % of GDP, USA
Liabilities as % of GDP, Canada

70

2014
2015

Sources: Board of Governors of the Federal Reserve System, Statistics Canada, Thomson Reuters, Allianz SE.
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Regional differences . North America

increase in both employment and incomes has
so far made it easier for many households to pay
back their debt. The debt service ratio, i.e. the
ratio of capital and interest repayments to dis-
posable income, has fallen to all-time lows in re-
cent years, coming in at 10.1% at the end of 2015;
the all-time high over the past 30 years (13.2%)
was reached at the end of 2007. The delinquency
rate is also on the way down and has more than
halved since the end of 2009, falling from 11.9%
to 5.4% in the last quarter of 2015. This means
that the pre-crisis level of 4.7% (end of 2006) is
now within striking distance. So all in all, the
household sector has corrected the excessive
debt behavior it displayed in the boom years and
pushed its liabilities back down to the historical

average.

Large wealth differences between the two neighbors
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The debt situation in Canada is much
more precarious than in the US. Although the
outbreak of the financial crisis at least helped
to curb the country’s debt growth, bringing the
average annual growth rate down to just under
6% compared with around 9% in the years prior
to the crisis, liabilities in Canada rose by 5.0%
last year as against 2014, which is still twice the
growth rate seen in the US. Per capita debt is
climbing to new record highs year in, year out,
and came to an average of EUR 36,870 at the end
of 2015. In relation to economic output, the debt
ratio has been constantly on the rise, climbing
from 61.6% in 2000 to 100.7% last year — putting

Canada
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it almost 20 percentage points ahead of the US
level. This means that the risk of the Canadian
financial system running into difficulties due to
the growing debt burden on the shoulders of the
household sector has risen significantly over the
past decade. This is due not only to the absolute
debt level, but also to the way in which the debt s
distributed: liabilities are becoming increasing-
ly concentrated on highly-indebted households
whose ability to service their loans in the event
of an economic slump could be at a particular
risk. In those regions that have been hit hardest
by the drop in commodity prices, job losses are
already turning up the financial heat on house-
holds like these. The situation is only exacerbat-
ed further by the surge in house prices in the
greater Vancouver and Toronto regions. Mort-
gage loan growth is rising in tandem with house
prices, once again increasing the proportion of
highly-indebted households. The Canadian cen-
tral bank has been very concerned about the
growing debt burden carried by its household
sector for some time now. Its recent report on
the stability of the financial system highlights
personal debt as one of the main risks facing the
financial system. In February 2016, the finan-
cial supervisory authority set out more strin-
gent capital requirements for loans backed by
a residential property, the aim being to restrict
lending to households with high credit ratings.
Canada urgently needs to find its way back to a

solid and sustainable asset situation.

North America remains the
richest region in the world

North America is not only the region with the
highest proportion of the world’s financial as-
sets, it is also the region with the highest per
capita assets. At the end of 2015, after subtract-
ing liabilities, the average North American had
assets worth EUR 152,510; by way of comparison:
average per capita assets in Western Europe
came to “only” EUR 58,600. 41% of the population
has assets averaging more than EUR 42,000 per
capita to fall back on, making them members of
the wealth upper class in a global comparison.
In global terms, more than one quarter of people
classed as high wealth individuals live in North
America. Looking at the individual countries, US
citizens are much richer than their neighbors in
Canada with average net assets of EUR 160,950
per capita (compared with EUR 76,960 per capita
in Canada) and are sitting in second place in the
rankings for the highest net per capita financial
assets behind the Swiss. Due to the above-aver-
age debt growth, the Canadians slipped back a
notch year-on-year, coming in eleventh in the

rankings.

Allianz Global Wealth Report 2016
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Western Europe

Population

Total ............................................................................ 413 m
Share Of the global population .................................................... 5.8%
GDP

Total ....................................................................... EUR 14’294
Share Of global (0 D) T T 21.8%
Gross financial assets of private households

Total ................................................................... EUR 35’033bn
Average ......................................................... EUR 84,840 per Capita
Share Ofglobal ﬁnancial R R T T 22.7%
Debt of private households

Total .................................................................... EUR 10,836bn
Average ......................................................... EUR 26’240 per Capita

F Ao ) ) 75.8%



Regional differences . Western Europe

The savings of households in Western Europe
came to a record value of EUR 35 trillion in 2015,
although the pace of growth slowed considera-
bly to 3.2%, compared with 6.9% in 2014. Never-
theless, this meant that financial assets grew at
a faster rate in Western Europe than they did in
North America (+2.6%) and the developed coun-
tries as a whole (3.0%).

Securities assets made the biggest
gains, increasing by 3.8% on a year earlier. Nev-
ertheless, the stock exchange year really put
shareholders through the mill. The stock mar-
kets were still on a sharp upward trajectory in
the first four months of the year. This was trig-
gered by the announcement made by the Euro-
pean Central Bank (ECB) backinJanuary regard-
ing a massive bond purchase program of EUR
60bn a month in total between March 2015 and

Stock markets on a roller coaster ride

Important stock indices in the course of the year
Indexed (01.Jan. 2015 =100)
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September 2016. Germany's leading index, the
DAX, reached an all-time high of 12,375 points
at the beginning of April; the Euro Stoxx 50 had
also gained more than 20% by then. Then, how-
ever, the tide started to turn. A large number of
investors evidently wanted to cash in their prof-
itsand as the year neared the mid-way point, un-
certainty surrounding developments in Greece
paved the way for increased volatility and losses
on the markets. The massive slump on the Chi-
nese stock market in August was also the start
of a rollercoaster ride in the rest of the world.
The drop in oil prices fueled fears of a growth
slump in China and the implications that this
would have on the global economy. By the end
of September, both the DAX and the Euro Stoxx
50 had lost more than one-fifth of the value they
had reached in April when they had climbed to
their annual high. Investor expectations of fur-
ther monetary policy easing by the ECB, how-

ever, sent share prices rising again. By the time

Stock markets mostly below pre-crisis level
% change in national leading indices compared with 2007
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2015 came to a close, the DAX was ultimately
9.6%higher than at the close 0of 2014 and the Euro
Stoxx 50 had also gained ground again, finish-
ing the year up by 3.8%. But Europe’s stock ex-
change barometer is still a long way off a return
to its pre-crisis level; Europe’s leading index was
still down by almost 26% on 2007. Apart from
the DAX in Germany, only three other of the 16
western European countries in our analysis had
leading indices that had managed to bounce
back to above the pre-crisis level by the end of
last year, and none of them are members of the
eurozone: Denmark (+118.5%), Sweden (+33.8%)
and Switzerland (+3.9%).

Insurance and pensions most popular asset class

Asset classes as % of gross financial assets
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It is, however, important to remember
that this asset class is still very much of minor
importance in Western Europe, accounting for
around 27% of total assets, compared with North
America, where households hold more than
half of their financial assets in securities. It re-
mains to be seen whether the fact that the cash
outflows from this asset class at least dropped
considerably, falling from around EUR 86bn in
2014 to around EUR 2bn®in total, points towards
aturnaround.

The dominant pillar in the western Eu-
ropean asset portfolio remains insurance and
pensions. All in all, receivables from insurance
companies and pension institutions came to
EUR 14.2 trillion, up by 2.9% year-on-year. Since

the outbreak of the financial crisis, households

Growth of the three largest asset classes since 2007,
in%

Insurances and pensions +48.4%

150 /
Bank deposits +30.9%
125
Securities +1.5%
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Index (2007 = 100)
Sources: National Central Banks and Statistical Offices, Allianz SE.
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Regional differences . Western Europe

have been plowing almost 60% of their “fresh”
savings into this asset class on average, pushing
its share of total financial assets up by almost six
percentage points to just under 41% by the end of
2015. This development is likely due first to the
growing awareness of the need to make more
independent provisions for old age. After all, the
significance of state pensions, which have made
up thelion’s share of income in old age in most of
these countries so far, is on the wane due to tight
budgets and pension reforms. Second, a shift in
the overall asset structure had already started
to emerge back at the turn of the millennium.
In the aftermath of the bursting of the dotcom
bubble and the outbreak of the financial crisis,
many investors seem to have lost faith in shares
and now prefer secure investments. After all, in
2000, securities still accounted for at least 38% of

the asset portfolio.

Differing preferences in country comparison

Asset classes as % of gross financial assets, 2015
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Irrespective of the interest rate level,
households would appear to not want to do with-
out a certain degree of liquidity either: overnight
money, term deposits and savings deposits rose
by 3.1% as against 2014, accounting for no less
than just under 30% of the portfolio at the end
of last year. In the past, this share has remained
fairly stable. These deposits accounted for al-
most 27% of total financial assets in 2000, with
the high to date coming in at 32% in 2008. Leav-
ing Greece aside, there is no sign of the money
pumped into bank deposits by those seeking a
safe haven when the financial crisis hit being
pulled back out. This is further testimony to the
fact that investors are still showing a preference

for liquidity.
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If we compare the individual countries,
no uniform pattern emerges as far as the as-
set structure is concerned. The proportion of
securities assets in the overall asset portfolio
ranges from 11.9% in the Netherlands to 48.0%
in Finland. Bank deposits dominate the asset
portfolios of households in Greece (64.1%), Por-
tugal (44.9%) and Spain (42.2%), a feature that
is not only due to a conscious investment deci-
sion, as these shares were much lower before the
outbreak of the financial crisis (52.3% in Greece,
38.6% in Portugal and 37.9% in Spain). Rather,
securities losses, in particular, are the reason
behind the shift in the asset structure in these

countries.

Growth gap between north and south

Net financial assets and liabilities, in EUR bn
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In a regional comparison, the northern
part of Western Europe showed above-average
asset growth in 2015: Swedish households led
the field, with their savings increasing by 9.1%,
followed by Danish households with savings
growth of 6.5%. In both countries, growth was
driven by securities assets, which increased at a
ratein the double digits. The rate of growth in the
asset base also outperformed the western Euro-
pean average in Norway (+5.4%), France (+4.9%),
Germany (+4.6%) and Finland (+4.6%). Belgium
and the Netherlands only just exceeded the re-
gional average with growth of 3.9% and 3.6% re-
spectively.Relativelymodestrates of growth were
reported in Italy (+2.2%), Austria (+1.8%), the UK
(+1.8%) and Switzerland (+1.7%), with a marked
year-on-year slowdown in some cases. The coun-
tries in the south of Western Europe were left

holding the wooden spoon: while growth rates

Change in gross financial assets 2015/2014, in %
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Regional differences . Western Europe

on the Iberian peninsula were still in the black
(+1.4% in Spain and +1.3% in Portugal), the fi-
nancial asset statistics of Greek households are
still in negative territory. While securities assets
bounced back after the pronounced slump in
the previous year (+5.0%), bank deposits fell by
8.1% for what is now the sixth year running. Peo-
ple in Greece had already started pulling their
savings out of their accounts back in 2010, either
sending their money abroad, or — as is currently
the case —stashing it under their mattresses. Ac-
cording to figures released by the Greek central
bank, households pulled a total of almost EUR
33bn out of banks in 2015 alone. Since January
2010, a total of more than EUR 97bn or an average

of EUR 8,860 per capita has been diverted from

Greece lagging well behind

Change in gross financial assets 2015/2007, in %
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the country’s banks. During this period, bank
deposits dropped by almost half. According to
official statistics, total Greek financial assets at
the end of 2015 were down by almost 30% on the
pre-crisis high. In all other western European
countries, households were better placed than
they were back in 2007. The top of the rankings
is home to Sweden with growth of 67.5%, Norway
(+56.9%) and the Netherlands (+55.7%).

Greeks are shifting their bank deposits to safety
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In tandem with the global trend, credit growth
remained stable at the prior-year level in 2015
(+1.8% in 2014 as against 1.9% in 2015). This
still, however, meant that liabilities in Western
Europe grew at a slower pace than in the oth-
er “richer” regions of the world, North America
(+2.7%) and Oceania (+6.6%). All in all, the out-
standing loans of western Europeans came to
at least EUR 10.8 trillion, which corresponds to
28% of the global debt burden. Since nominal
economic output grew faster than liabilities, at
2.7%, last year, the personal debt ratio slid back
by 0.6 percentage points in the course of year to

75.8%. For the advanced economies as a whole,

Moderate increase in debt last year
Change in liabilities 2015/2014,in %
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the rate is slightly higher, at 81.1%. Nevertheless,
the rate in Western Europe has only fallen by 4.7
percentage points since 2009, the year in which
it reached its peak, whereas it has fallen by a
total of 7.1 percentage points in the developed
countries as a whole.

As with asset development last year,
the pace of debt growth also revealed a rough
split between the north and south of Europe.
The biggest increase was once again witnessed
among Swedish households, whose liabilities
rose by 7.0%. At the same time, the country came
in fifth in Western Europe in terms of per capita
personal debt (which averaged EUR 40,720), be-
hind Switzerland (EUR 90,220), Denmark (EUR
63,820), Norway (EUR 62,650) and the Nether-
lands (EUR 49,520). Two other Scandinavian
countries, Norway (+5.9%) and Finland (+3.6%),
had above-average debt growth in a regional
context. Although Belgium came in between

these two countries in the debt growth rankings

Debt ratio and liabilities per capita, 2015
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Regional differences . Western Europe

(3.9%), the absolute debt level was much lower,
coming in at EUR 22,850 per capita at the end
of 2015. Other countries in the north of Western
Europe that saw liabilities increase at a faster
rate than the regional average included the UK
(+3.0%). Further south, in Switzerland and Ger-
many, the outstanding debt volume rose by 2.5%
and 2.2%respectively on a year earlier. Liabilities
in the Netherlands (+1.3%) grew at a much slower
pace, whereas debt growth in Denmark and Italy
stagnated. Central banks in the other southern
European states actually reported a downward
trend, with debt levels down by 0.9% in Portugal,
3.0% in Spain and 5.0% in Greece. Irish house-
holds also continued with their consolidation
strategy last year, slashing their liabilities by
a further 5.7%. Since touching a record high in
2008, private debt in Ireland has therefore fallen

by around a quarter.

Ranking: Western Europe

by net financial assets per capita 2015, in EUR
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Nowhere in Western Europe was av-
erage per capita debt as low as in Greece (EUR
10,630), although debt levels skyrocketed during
the boom years leading up to the outbreak of the
global economic and financial crisis: whereas
in the region as a whole, debt was rising at an
average rate of 7.6% p.a. in the period between
2001 and 2007, the rate in Greece came in at
almost 22%. Since 2008, however, Greek liabili-
ties have been falling at an average rate of 0.7%
a year, a trend that can be explained by more
than just weaker demand and more stringent
lending guidelines; some households are simply
no longer in a position to repay their loans and
creditors have been forced to write off their re-
ceivables.

But the discrepancies in a regional
comparison are not just limited to the abso-
lute debt level. If we compare the liabilities of
households with nominal economic output,
marked differences emerge in terms of the rela-

tive debt burden, too. Not surprisingly, the level
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of debt was highest in those countries with the
highest per capita debt, too. Danish households
(136.1%) came top of the table here, with a clear
lead over Switzerland (127.0%), although the
Danish debt ratio has already fallen by around
14 percentage points since the end of 2009. The
ratio in the Netherlands (123.6%) was also well
above the 100% mark. In all of these countries,
there is a question mark hanging over the sus-
tainability of debt servicing in an environment
characterized by a return to rising interest rates,
as the debt ratio should, in general, be closer to
the 100% mark. Austria boasted the lowest debt
ratio in 2015: at 52.7%, the debt level in Austria
was at least 83 percentage points lower than in
Denmark. In per capita terms, too, the country
was below the western European average (EUR
26,240) with debt of EUR 20,800. If we look at li-
abilities in relation to gross financial assets,
Norway and Finland had the highest levels of
debt within western Europe, at 76.3% and 49.7%
respectively. The lowest rate was witnessed in
Belgium (21.2%), with the regional average com-
ing in at 30.9%.

Swiss households still the
world's richest

As far as their net financial assets are con-
cerned, western Europeans are spread fairly
evenly across all three asset classes. Almost 35%,
or 144 million out of the 413 million people who
live in this region had average financial assets,
after deductions for any liabilities, of at least
EUR 42,000 at the end of last year, putting them
in the wealth upper class in a global context.
Around three-quarters of these people live in
the five largest economies in the region: Germa-

ny, France, the UK, Italy and Spain. Last year, the

lowest wealth class included 123 million west-
ern Europeans (30%) whose total savings came
in at less than EUR 7,000 per capita on average.
This meant that the remaining 35% of the pop-
ulation formed part of the wealth middle class
last year.

In an international comparison, how-
ever, the average net financial assets of west-
ern Europeans were not even half as high as in
North America, comingin at EUR 58,600 per cap-
ita. This figure ranges, however, from EUR 11,230
in Greece to EUR 170,590 in Switzerland. This put
Swiss households at the top of both the regional
and the global table, with a substantial lead over
their US counterparts, who came in second (EUR
160,950). In addition to Switzerland, the world’s
top ten rich list includes five other western Eu-
ropean countries: the UK (EUR 95,600), Sweden
(EUR 89,940), Belgium (EUR 85,030), Denmark
(EUR 81,290) and the Netherlands (EUR 80,180).
Out of a total of 16 countries in the region, six
ranked among the MWCs.? In addition to the
crisis-ridden southern European countries of
Greece, Portugal and Spain, Finland and Norway
also fell into this category, as did Ireland — al-
beit by the narrowest conceivable margin (EUR
41,900).

Allianz Global Wealth Report 2016

9 Middle Wealth
Countries. Average
net per capita
financial assets in
these countries
ranged from EUR
7,000 to EUR 42,000
in2015.
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Regional differences . Eastern Europe

Eastern European
EU members

2015 saw the financial assets of households in
the EU’s eastern European member states in-
crease by 5.6% to EUR 1.1 trillion. Although the
development witnessed last year can still be de-
scribed as robust, the outbreak of the economic
and financial crisis certainly took considerable
wind out of the sails of asset growth. Whereas
double-digit growth rates were the norm in the
years prior to the crisis, the pace of growth —
whichwas still sitting at 10.4%in 2012 —has been
virtually sliced in two over the last three years
alone.

At the end of 2015, private households
still held the biggest chunk of their financial
assets (45%) in bank deposits. Despite interest
rates being at an all-time low, fund inflows into
this asset class have risen by around 40% on
average to around EUR 36bn over the past two
years. This means that households took more
than two-thirds of their savings to the bank in
the course of 2015. Consequently, the volume of
these deposits rose by a substantial 8.0% in to-
tal — the highest rate of growth reported by any
asset class.

The rate of growth in regional securities
assets slowed down by 1.4 percentage points to
5.2%, although developments varied considera-
bly from country to country. While Hungary and
Lithuania reported growth of 10.2% and 11.4%
respectively, households in Croatia and Estonia
reported losses to the tune of 12.6% and 12.2%
respectively. Estonia is, however, the only east-
ern European EU member state whose leading
index had already surpassed its pre-crisis high
in 2013. Stock markets in all of the other coun-
tries were still down on the 2007 level at the end
of 2015, with the gap separating them from the
pre-crisis level ranging from a marginal -0.2%
in Latvia to a whopping -73.9% in Bulgaria. All in
all, the proportion of gross financial assets held
in securities came in at around 30% — almost
nine percentage points less than when this asset
class was at its peak in 2007.

The receivables of households from in-
surance companies and pension funds rose by a
meager 2.7% last year. The relatively weak growth
is due, in particular, to developments in Poland,
which is responsible for two-fifths of the region-
al portfolio. Back in February 2014, the govern-
ment transferred around half of the retirement
funds managed by private pension funds over
into the state pension system. The investment
funds transferred related to Polish government
bonds and other securities featuring state guar-
antees, as well as cash funds, amounting to a to-
tal value of a good PLN 150bn or the equivalent
of almost EUR 36bn. This transfer and further
pension system reforms slashed the country’s
public debt by more than 8% of its gross domes-
tic product virtually “overnight”. This move was
important from the government’s perspective
because it was faced with the prospect of the

multi-stage debt ceiling being imposed, which,



under Poland’s laws and constitution, comes
into effect if the debt ratio exceeds 50%, 55% and
60% percent of the country’s economic output.
The debt ceiling limits the government’s room
for maneuver by imposing increasingly restric-
tive measures. At the end of 2013, the public debt
ratio was hovering dangerously close to the 55%
mark at 53.1%, whereas one year later, it came in
at only 47.8%. This gave the government scope to
take out new debt again. The “confiscated” sav-
ings were no longer registered in the household
asset statistics as receivables from insurance
companies and pension/retirement funds, but
rather as other receivables. Ultimately, house-

holds look no worse off than they did in the past,

at least on paper. It remains to be seen wheth-
er they will be able to rely on this in the future.
There has definitely been a loss in confidence in
how secure private retirement provision is: last
year saw households reduce their fund inflows
to EUR 2.4bn —in the record year of 2010, inflows
came to as much as EUR 8.9bn. All in all, the as-
sets invested by Polish households in insurance
policies and pensions fell by 2.2% last year.

In the other EU member states, the in-
surance and pension asset class grew by 6.3%
in total in 2015. The highest rate of growth,
namely almost 19%, was reported by Romania,
albeit starting from a fairly low level: in per cap-
ita terms, assets invested in insurance policies
and pensions came in at EUR 390 in Romania,
while the regional average amounts to no less
than EUR 1,470. This asset class’ share of gross

financial assets varies from country to country.

Eastern Europe EU member states: Development and structure of financial assets

Net financial assets and liabilities, in EUR bn
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In Romania, for example, only 6.7% was attrib-
utable to this asset class, while in Slovakia, on
the other hand, where the insurance market is
already fairly mature in a regional comparison,
the percentage had already exceeded the 20%
mark by the end of 2015. Since the turn of the
millennium, the average value for the eastern
European EU countries has risen from 6.3% to
13.4% last year, touching on a high of as much as
18.1%1n 2010.

Pace of debt growth up again
Debt development since 2005
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Debt growth
edging up again

The eastern European countries’ entry
to the EU has also given the financial sector a
real boost in terms of development. Austrian
and Scandinavian banks, in particular, have
been on a major expansion course in the region,
propelling lending to the private sector as a
whole from just under 32% of nominal economic
output in 2000 to around 56% eight years later.
Among households alone, annual debt growth
rates in excess of 30% were not uncommon prior
to the outbreak of the financial crisis. By the end
of 2008, the household debt level had more than
trebled and the debt quota had increased from
9.6% of gross domestic product to around 32%.
The tremendous boom came to an abrupt end in
2009, when the financial crisis forced banks to

restrictlending in, and to, Eastern Europe. Since

Debt-to-GDP ratio by country 2015, in %
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then, the annual debt growth rate has slowed to
3.6% on average, with five out of the eleven coun-
tries actually reporting negative growth in lia-
bilities overall last year.

In absolute terms, household liabilities
swelled by EUR 14.2bn in 2015 — only 22% of the
peak value seen in 2008. Average per capita debt
in the EU member states located in eastern Eu-
rope climbed by 4.2% in the course of last year to
total EUR 3,630. Within the context of the emerg-
ing markets as a whole — average per capita debt
of EUR 1,610 — this is still fairly high. A look at
the regional debt ratio, however, puts this into
perspective: over the past few years, the ratio of
liabilities to economic output has stabilized at
around 33%. Some of Asia’s emerging markets,
such as Malaysia and Thailand, have rates that
are already much higher (89% and 82% respec-
tively). Within Eastern Europe, there is consid-
erable variation in the debt level from country
to country, ranging from 23.3% in Romania to
45.3% in Estonia. Although the Estonians have
the highest debt ratio in this group of countries,
they are still a long way off the western Europe-
an average of 75.8%.

Over the past three years, however, debt
growth has been creeping up again in tandem
with the global trend. Whereas the outstanding
debt volume was still stagnating in 2012, the
average annual rate of change rose from 2.4%
in 2013 to 3.1% in 2014 and 3.9% last year. Polish,
Slovakian and Czech households, which, com-
bined, account for almost two-thirds of the re-
gion’s total debt burden, even came in far higher
than the average, with debt growth of 6.0%, 10.3%
and 6.4% respectively.

Households stuck in the
Swiss franc trap — policy-
makers exploit payment
difficulties for election
campaign purposes

The surprising move taken by the Swiss National
Bank (SNB) in mid-January 2015 to abandon the
cap on the Swiss currency’s value against the
euro, and the abrupt appreciation of the Swiss
franc that followed, fueled a further increase in
liabilities in Eastern Europe, where many house-
holds had taken a large part of their (mortgage)
loans out in Swiss francs to benefit from lower
interest rates. Particularly in Romania, Croatia
and Poland, where the proportion of loans taken
out in Swiss francs is relatively high, this could
pose a risk to the stability of the financial sys-
tem: borrowers have to pay back more in their
local currencies, which could leave them strug-
gling to pay. In order to minimize the risk, the
Hungarian authorities had already decided to
take action back in November 2014 — even before
the SNB’s decision: they forced banks to convert
mortgage loans denominated in Swiss francs
into the local currency. The Croatian parlia-
ment also passed legislation on the forced con-
version of loans denominated in Swiss francs
into euros in 2015 to sweeten up voters ahead
of the elections. As in Hungary, the costs asso-
ciated with the exchange rate differential will
be borne by financial institutions. In Poland, the
conversion of Swiss franc loans at the expense
of the banking sector was also one of the elec-
tion promises made by Andrzej Duda from the
national-conservative “Law and Justice” party,
who was elected President in October 2015. His

most recent proposal is based on total costs of
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PLN 40bn (around EUR 9bn), distributed over the
next 30 years. Three-quarters of this amount is
to be borne by the financial institutions, with
debtors to be responsible for the remaining PLN
10bn. Whether or not, and in what form, this bill
is adopted will become clear during the parlia-
mentary approval process. Political measures
like these will put the profitability of banks in

the region under pressure.

Slovenia out in front, Romania lags behind

Net financial assets and liabilities per capita 2015,
in EUR
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After deductions for liabilities, households in
the eastern European EU member states had
average per capita assets of EUR 7,300 at the end
of 2015. The leader of the regional pack is and
remains Slovenia, where each citizen has aver-
age assets of EUR 13,130. In a comparison with
Western Europe, the Slovenians have actually
overtaken their counterparts in Greece, where
per capita assets came to EUR 11,230 on average.
With average per capita assets of EUR 3,970, Ro-
mania comes bottom of the regional league and
is still ranked as an LWC. In net terms, Bulgaria,
Poland and Slovakia also join Romania in the

LWC ranks. In relation to gross financial assets,
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debt levels in Poland and Slovakia are ahead of
the regional average: in 2015, the regional aver-
age ratio of liabilities to assets came to around
33%, compared with 38% in Poland and as much
as more than 51% in Slovakia. In gross terms, i.e.
before liabilities are deducted, both countries
are classed as MWCs.

To date, not a single eastern European
EU member has managed to propel itself into
the ranks of the HWCs, which requires a coun-
try to surpass a threshold of EUR 42,000 in terms
of net per capita financial assets. Although per
capita assets have more than trebled in the re-
gion since the end of 2000, almost 70% of the
population still has less than EUR 7,000 per capi-
ta. Admittedly, however, this proportion has fall-
en by 16 percentage points during this period.
On the other side of the equation, the number of
members of the wealth middle class has almost
doubled to 29 million. And around two million
eastern Europeans — a far from insignificant
group — can count themselves as members of
the wealth upper class. All in all, however, there
is still a huge gap separating the eastern EU
member states from their western counterparts:
Whereas eastern European households, which
account for 2.1% of the population, accounted for
only 0.7% of global net financial assets in the 53
countries included in our analysis in 2015, west-
ern Europe’s EU citizens, which represent 8.0% of
the population, account for around 19% of global
assets. At EUR 56,780, average per capita assets
in the EU countries in Western Europe were al-
most eight times as high as in the eastern Euro-

pean member states.

Eastern European countries
outside of the EU

The savings of households in Kazakhstan, Rus-
sia, Serbia, Turkey and Ukraine have consist-
ently shown impressive growth rates averaging
almost 19% a year over the past decade. Despite
this dynamic development, only 0.6% of glob-
al assets, or around EUR 990bn bilion, were at-
tributable to this group of countries at the end
of 2015 — although these countries are home to
no less than 5.9% of the total population of the
countries included in our analysis. Assets are
correspondingly low in per capita terms, too:
people living in these countries had average
gross financial assets of EUR 3,380, compared
with savings in the EU member states that were
more than three times this amount. Last year,
asset growth in these five countries came to
around 13%in total, considerably lower than the
historical average.

Liabilities, however, have been growing
at an even faster rate than savings in the long-
term average: In the period between 2005 and
2015, the liabilities side of the asset balance
sheet was growing at an average rate of almost
28% a year. Nevertheless, relative debt, measured
as a percentage of economic output, was still at
a relatively low level: At just under 19%, the debt
ratio at the end of 2015 was much lower than in
Latin America (30%) or Asia (50%). At EUR 1,130,
average per capita debt was also lower than the
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average for all of the emerging markets (EUR
1,610) in this group of countries. The pace of
debt growth has slowed considerably over the
past two years, falling to around 7% in 2014 and
0.8% last year. In net terms, households had av-
erage assets of EUR 2,250 per capita. The lion’s
share of total net financial assets was in the
hands of Russian (67%) and Turkish (26%) house-
holds, two countries that are home to more than
three-quarters of the population of this group of
countries in total.

The slump in oil prices has hit Russia, as
a net commodities exporter, particularly hard.
In addition, the economic sanctions imposed by

the EU, and the import embargo on agricultur-

Wealth per capita still low in these countries

Net financial assets and liabilities,
in EUR bn
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al products imposed by the Kremlin in return
pushed the country into a deep recession. The
sharp plunge in the domestic currency also put
pressure on consumers by driving prices up,
leaving them with less money left to set aside.
Although the rate of growth in gross financial
assets was robust last year, coming in at an es-
timated 11% or so, it was unable to keep up with
the inflation rate of 15.5%: this means that in
real terms, Russian households were actually hit
with asset losses. After deductions for liabilities,
Russian savings came to an average of EUR 3,090
per capita. Asset development in Ukraine was
much less favorable, with household financial
assets estimated to have contracted by almost
2% — in a country marred by rampant inflation
of over 48% last year. Here too, households have
been feeling the impact of the crisis in their wal-
lets for some time now. Net per capita financial
assets came to only EUR 700 at the end of 2015.

Net financial assets and liabilities per capita 2015,
in EUR
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The EU accession candidate, Turkey,
also still has serious catch-up work to do when
it comes to household financial assets. At an
average of EUR 2,140, per capita net financial
assets were considerably lower than for Roma-
nian households, which already had per capita
wealth averaging EUR 2,660 when the country
joined the EU in 2007. Nevertheless, the Turkish
population has also been afflicted by currency
crises and hyperinflation in the past. So it comes
as no surprise that rebuilding confidence in the
Turkish economy and the country’s own cur-
rency has been a long, hard-fought battle. As a
result, Turkish households also tend to be very
conservative when it comes to investing their
savings, which increased by around 17% in 2015:
Almost 80% of savings were held in bank depos-
its, with more than one-third of these deposits
still denominated in foreign currencies.

Serbia’s and Kazakhstan's households
lag far behind with average assets of only EUR
740 and EUR 610 per capita respectively. Bank de-
posits account for the lion’s share of financial as-
setsin these countries, with households favoring
safe foreign currencies. In Kazakhstan, almost
four-fifths of bank deposits were denominated
in a foreign currency. Households in Serbia held
almost 90% of their savings deposits in foreign
currencies, primarily in euros. This extremely
high value not only reflects a lack of trust in the
country’s own currency, but is also likely to be
an indicator of high levels of (illegal) monetary
circulation in foreign currencies in the economy
as a whole, creating a breeding ground for the
black market. In circumstances like these, get-
ting to the bottom of the actual asset situation is
obviously very difficult — something that doubt-
lessly applies to countries other than Serbia, too.

All five countries are LTWCs and have
some way to go before they can expect to make
the leap into the MWC group. Even Turkey only
has alittle less than one third of the assets need-
ed as a minimum to earn the title of an MWC.
At the end of 2015, more than 92% of the popula-
tion, or 271 million people, belonged to the lower
wealth classin a global comparison, with only 22
million people making it into the middle wealth
class. Even the richest 10% of the population
could not count themselves as members of the
wealth upper class on average. The sometimes
hefty currency losses in these countries makes
it all the more difficult to exceed the threshold
values, which are calculated in euros.

Despite the negative currency develop-
ments last year, households in Kazakhstan, Rus-
sia, Serbia, Turkey and Ukraine have certainly
made progress if we look at Eastern Europe as a
whole, i.e.including the EU member states: their
share of the region’s net financial assets has
climbed by 19 percentage points since the end of
2005 to total 47%.
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Regional differences . Asia

9 The analysis of the
financial assets held
by households and
non-profit organi-
zations includes the
following countries:
China, India, Indone-
sia, Israel, Japan,
Malaysia, Singapore,
South Korea, Taiwan
and Thailand.

In 2015, Asia was the region of the world that
showed the most dynamic development. After
deductions for liabilities, the assets held by pri-
vate households in the region were up by 10.3%
year-on-year in net terms. Net per capita finan-
cial assets in Asia came to the equivalent of EUR
10,040. Almost 73% of the region’s population
still ranks among the low wealth class, meaning
that there is still considerable catch-up work to
do.

Gross financial assets
up to 42.3 trillion by the
end of 2015

The gross financial assets of private households
in Asia' had risen to the equivalent of EUR 42.3
trillion by the end of 2015, more than double the
figure seen ten years ago. Although at 10.2%, last
year’s rate of growth was much lower than the
record 15.1% seen in 2014, it was still ahead of the
10-year average of 8.3%. Global gross financial
assets “only” grew by 5.7% during the same peri-
od. But despite growth that outstripped the glob-
al average, Asian households, which accounted
for two-thirds of the population included in our
analysis, or around 3.3 billion people, only held
27% of global financial assets at the end of 2015.

Asian households’ gross financial assets exceed EUR 40 trillion

Gross financial assets, absolute and growth (2015 in EUR trillion, in %)
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As in previous years, growth rates varied rath-
er considerably from country to country due to
the disparities in the maturity of the individual
economic and financial systems, ranging from
18.3% to 1.7%. In almost all of the countries ana-
lyzed, the 2015 growth rates were not only down
on the prior-year level, but also lagged far be-
hind the 10-year average.

Just like in 2014, China led the field,
with households seeing their assets swell by
18.3%, ahead of India with growth of 13.8%, and
South Korea with an increase of 9.6%. Indonesia

and Israel, where the gross financial assets of

2015 growth rate in most countries below 10-year average

Average and annual growth rates, by country in %
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households rose by 8.9% and 6.5% respectively
last year, also made it into the top half of the
country rankings. The mid-field is occupied
by Malaysia, where gross financial assets grew
by 4.9%, as well as the tiger states of Singapore
and Taiwan, with growth rates of 4.5% and 4.6%
respectively. In Thailand, gross financial as-
sets increased by only 1.8% last year. This is,
nevertheless, still 0.1 percentage points better
than Japan, which was left holding the wooden

spoon with growth of only 1.7%.
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If we leave the growth laggard Japan
out of the equation, a different picture emerg-
es: the gross financial assets of households in
the other nine countries (excl.Japan) increased
by 14.8% last year, down slightly on the 10-year
average of 15.2%. At the end of 2015, the total as-
sets tallied up to EUR 28.6 trillion. This means
that the 3.1bn people living in these nine coun-
tries held 18.5% of the world’s gross financial

assets.

This comparison including and excluding Japan
only goes to show just how concentrated the dis-
tribution of financial assets is not just globally,
but also within the region. As in 2014, Chinese
households had the highest gross financial as-
setsin Asia at the end of 2015: with an equivalent
of around EUR 19.7 trillion, they held a good 46%
of total savings in the region. Households in Ja-
pan came in second, with EUR 13.8 trillion or 32%
of gross financial assets. Although China and
Japan have since switched places at the top of
the table, one aspect has remained unchanged:

households in these two economies, which are

Chinese households possess the highest financial assets in the region
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home to a total of 46% of the total population
in the ten countries in our analysis and which
generated 71% of the region’s GDP last year, hold
a combined total of almost 80% of private gross
financial assets in the region.

As a result, the gap separating these
two countries from the economies ranked
third and fourth in the national gross finan-
cial asset rankings, namely South Korea and
Japan, remains large: households in South Ko-
rea had total assets of EUR 2.5 trillion in 2015,
which equates to only 5.9% of the regional to-
tal, followed by Taiwan, with EUR 2.3 trillion or
a share of 5.5%. Households in India, the most
populous country on earth after China and the
third-largest economic power in Asia, held to-

tal financial assets worth the equivalent of EUR

1.6 trillion, which corresponds to only 3.8% of
theregional total. Israel’s share came to EUR 0.7
trillion or 1.6%, while Singapore’s share came to
EUR 0.6 trillion, or 1.5%. Households in Malay-
sia came in at the lower end of the scale, with
personal gross financial assets totaling EUR
0.5 trillion, i.e. 1.1% of the region’s total finan-
cial assets, followed by Thailand, with a total of
EUR 0.4 trillion, or 1.0%, and, at the very bottom
of the league, Indonesia, with the equivalent of
EUR 0.3 trillion or only 0.7% of total financial
assets despite being the region’s fifth largest

economy.

Singapore’s inhabitants have the highest gross financial assets per capita

Gross financial assets per capita, in EUR
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The differences in development between the
individual countries become even more pro-
nounced if we take the size of the population
into account. This produces — at least at the top
end of the rankings — a different picture entirely:
in this category, Singapore led the field in 2015
as the most prosperous nation in Asia, with aver-
age gross financial assets worth the equivalent
of EUR 114,160 per capita, ahead of Japan with

an average of EUR 108,660 and Taiwan, where

Still marked differences in access to financial services

average financial assets per inhabitant came to
EUR 99,260. The top half of the table is rounded
off by Israel, with average financial assets of EUR
85,310, and South Korea with around EUR 49,600
per capita, a figure that reveals the scars still left
on South Korean households by the Asian crisis.

Malaysia, China, Thailand, India and
Indonesia occupy the lower half of the table.
One thing that all five countries have in com-
mon is that their per capita GDP is still linger-
ing well below the EUR 10,000 mark, although
the figures range from EUR 8,180 in Malaysia to
only EUR 1,500 in India. By way of comparison:
average per capita economic output in Singa-
pore came to EUR 46,600, more than six times
as high as in Malaysia. This factor is increased
even furtherifwe base our analysis on gross per
capita financial assets: last year, the average
Malaysian had gross financial assets of around

EUR 14,960, with the Chinese per capita average
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coming in at around EUR 14,280. This means
that average gross financial assets in these two
countries came to only one-eighth of average
financial assets in Singapore and one-seventh
of average assets in Japan. The gap separating
Thailand from China widened again slightly
last year due to the weak growth in gross finan-
cial assets in the kingdom: at the end of 2015,
average per capita financial assets in Thailand
came to EUR 6,070. The country was followed,
albeit with a considerable gap, by India, with
average per capita gross financial assets of only
EUR 1,240, and Indonesia, with the equivalent
of EUR 1,110 per capita.

Pronounced national differ-
ences in the status of de-
velopment of the financial
systems"

But these major differences within the region
are not only attributable to the economic dis-
parities, but also to the maturity of the financial
systems in the countries analyzed. Although
significant progress has doubtlessly been made,
there is still (in some cases considerable) catch-
up work to do in terms of giving the population
access to financial services in countries like Ma-
laysia, China, Thailand, India and Indonesia.
The percentage of the population that
has access to an account held with a financial
institution is one indicator of how developed

a financial system is. In those countries with

Access to financial services corresponds with educational attainment and income

Account at financial institution, by educational attainment and income, in %
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Regional differences . Asia

high per capita financial assets — Japan, Sin-
gapore, South Korea, Taiwan and Israel — more
than 90% of the population over the age of 15
has a bank account and, as a result, access to
financial services. Malaysia and China have
made significant progress in this respect over
the last few years: thanks to increased efforts
made by the government, the percentage in
Malaysia rose from 65% to just under 81% in the
period between 2011 and 2014. In China, the fig-
ure rose from around 64% to 79%. In Thailand,
where just under 73% of the population already
had access to financial services in 2011, the
trend has been somewhat slower: here, the per-
centage rose to 78% over the same period. India
and Indonesia have made the most progress in
terms of the percentage of the population with
access to financial services, albeit from a very
low level: in the years between 2011 and 2014,
for example, the proportion of Indian over-15s

with a bank account rose from 35% to around

Bank deposits (still) the most important asset class

Portfolio structure, in %

Total region

Sources: National central banks, financial supervisory authorities, ministries, asset manage-

53%. The percentage has almost doubled in In-
donesia: back in 2011, only one in five Indone-
sians had access to financial services, a figure
that had already risen to no less than 36% by
2014 and is still on the rise.

So these countries, and Indonesia and
India in particular, still have considerable
catch-up work to do, especially given that the
figures in these countries still vary, sometimes
considerably so, depending on the educational
background and income levels of individual
sections of the population. As a rule of thumb:
the higher an individual’s education and in-
come, the more likely that person is to have an
account held with a financial institution. In
2014, for example, around 90% of Chinese peo-
ple with secondary level education had a bank
account, compared to only 73% of people who

had only completed primary education. The
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figures based on income level tie in with this
trend: almost 84% of people who ranked among
the richest 60% of the population, but only 72%
of the poorest 40%, had a bank account. In In-
dia, only 43% and 44% of people with lower
educational credentials and lower incomes re-
spectively had a bank account, compared with
64% of people who had completed secondary
education and almost 59% of the richest 60%.
The most pronounced differences between
individual sections of the population were in
Indonesia: whereas more than half, or around
53%, of the population that had attended sec-
ondary school said that they had access to a
bank account, this figure dropped to only 16%
in the group that had only completed primary
education. Income differences are a major de-
termining factor here, too: 45.3% of people who
make up the richest 60% of the population have
an account, compared with only 22% of the

poorest 40%.

Bank deposits remain the
most popular asset class in
the region

The composition of the financial assets
of households also varies in line with the ma-
turity of the national financial systems. Asian
households had invested an average of 47% of
their financial assets in bank deposits. This
means that current and savings accounts and
term deposits remained the most popular asset
classin 2015, ahead of securities with a share of
34% and life insurance and pension funds with
a share of 18%; other investments accounted
for a mere 1% or so. The share of bank depos-
its in household asset portfolios has, however,
been falling for a few years now, as households
start shifting their financial assets towards in-
vestments offering higher returns, particularly
securities. This trend had already started be-
fore the financial crisis but came to a tempo-
rary halt when the stock markets crashed. The
slump prompted many savers to seek refuge
in liquid, low-risk investments, propelling the
share of bank deposits in the total asset portfo-
lio up to 58% in 2008. It took until 2014 for this
figure to slip back to below the 50% mark again.

One of the reasons why bank deposits
remain so dominant in Asia is that Japanese
households have developed a more skeptical
attitude towards securities investments due to
the ongoing bearish cycle on the capital mar-
ket, opting to put their money into bank depos-
itsinstead. As a result, households inJapan, the
country with the second highest gross finan-
cial assets in the region, hold 58% of their total
financial assets in bank deposits. On the other

hand, the greater shift towards the capital mar-
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kets has been driven primarily by households
in China, which have started to move their
financial assets into products — often also of-
fered by banks — promising higher returns in
recent years. This has since nudged the share of
conventional bank deposits in the overall port-
folio down to below the 50% mark. Although in-
vestors in India and Indonesia have started to
diversify their financial assets in recent years,
the level of diversification has been very low to
date. As expected, these countries still have the
highest share of bank deposits in the portfolio
of private households, with the figure coming
to 71% in Indonesia and 58% in India. In Malay-
sia, South Korea, Taiwan and Thailand, bank
deposits accounted for between 40% and 43%
of financial assets. By contrast, these deposits
were significantly underweighted in Singa-
pore, where they accounted for 37%, and in Is-
rael, where they made up only 23% of the overall

portfolio.

Savings behavior influenced by population age structure

Retirement provision as a
motivation to save'

Although life insurance policies and
pension funds only account for 18% of the over-
all portfolio of Asian households, setting mon-
ey aside for old age is a major motivation to save
formanyinvestors. Particularlyin Asia’s rapidly
aging societies like Singapore, South Korea, Tai-
wan and Thailand, where the old age dependen-
cy ratio® is set to rise to values of between 52%
(Thailand) and 66% (South Korea and Thailand)
over the next 35 years, saving for old age plays a
key role. According to the World Bank, 65% of all
individuals over the age of 25 surveyed in Thai-
land cited retirement provision as their motiva-
tion for saving, with 55% giving the same reply
in Singapore. In South Korea and Taiwan, this
reason was cited by almost half of the popula-
tion (49.6% and 48.7% respectively) — a far from

insignificant proportion.

0Old-age dependency ratio* and old-age provision as savings motive, in %
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The survey replies from Malaysia and
Japan are interesting. Whereas in Malaysia, 56%
of people said that they were saving for old age,
despite arelativelylowold age dependencyratio
in the long term, this figure only came to 48%
inJapan. This comes despite the fact thatJapan
already has one of the oldest populations in the
world, with an old age dependency ratio that
looks set to rise to 70% by the middle of the cen-
tury. In China, where the one child policy has
given rise to one of the fastest aging societies
in the world, people are starting to focus more
and more on retirement provision, with 44% al-
ready citing it as their motivation for saving in
2014. In India, Indonesia and Israel, saving for

retirement is far less of a motivation. Alongside

Liabilities also increased further
Liabilities per capita, in EUR
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the fact that these countries have fairly young
populations thanks to high birth rates, other
motivations, such as saving for children’s ed-
ucation or to finance durable consumer goods,
are likely to play a more prominent role in India

and Indonesia in particular for the time being.

Growth rate, in%

o N
India
China
Indonesia 8.1
Malaysia
Israel
Taiwan
Thailand )
Japan 5
Singapore m

South Korea
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Liabilities of households up
to EUR 9.6 trillion

But it was not just the gross financial
assets of private households in Asia that in-
creased in 2015: their debt levels headed north
as well. At 9.8%, the rate of debt growth was only
just behind the rate of growth in gross finan-
cial assets (10.2%) in 2015. The highest rates of
growth were seen in India (17.5%) and China
(16.8%). It was in South Korea, however, that
debt growth picked up the most speed: where-
as in 2014, debt rose by “only” 6.3%, the coun-
try reported the third-highest rate of growth
in the region, at 9.8%, last year. An acceleration
in household debt — albeit to a lesser extent —

was also seen in Taiwan, where the growth rate

Household indebtness increased further
Liabilities in % of GDP
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climbed from 6.0% to 6.5%, and in Japan, where
it rose from 2.6% to 3.5%. In Indonesia (8.1%),
Malaysia (7.3%), Israel (6.6%) and Thailand
(5.2%), on the other hand, credit growth moved
down a gear.

All in all, this means that liabilities
came to the equivalent of EUR 9.6 trillion when
2015 drew to a close, with around 40% attributa-
ble to Chinese households (EUR 3.8 trillion) and
32% attributable to households in Japan (EUR
3.1 trillion). The country with the third-highest
debt level was South Korea, whose households
had liabilities to the tune of EUR 1.1 trillion or
around 12% of the regional total. South Korea
was followed by Taiwan, with a share of around

4%, and Thailand, with just under 3%. In per

Sources: National central banks, financial supervisory authorities, ministries, asset management associations, 2010 =
bank associations, insurance associations and statistical offices; Thomson Reuters, Eikon, Allianz SE. 2015 =



capita terms, however, households in Singa-
pore had the most debt, with the equivalent of
EUR 34,900 per inhabitant. Japan’s households
came in second with liabilities averaging EUR
24,770, followed by South Korea in third place,
with average per capita debt of EUR 22,210. De-
spite the rapid growth in liabilities, debt levels
in India remained the lowest in the region: at
the end of 2015, each Indian had average debt
of just EUR 140.

India’s debt ratio was correspondingly
low, with liabilities accounting for 9.4% of GDP.
In Indonesia and China, this rate was already
much higher, at 16.2% and 39.1% respectively.
The chasm separating these countries from the
two countries with the highest level of debt in
relation to GDP, South Korea and Taiwan, where
the debt ratios have now exceeded the 90%
mark, remains vast. The debt ratio has risen
in all countries in the region over the last five

years.

Assets markedly higher than liabilities
Asset and liability ratios, 2015 in %
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The biggest cause for concern is the
trend in Thailand. Whereas in Taiwan, liabili-
ties corresponding to 90.4% of GDP at the end
of 2015 were offset by assets equating to 498%
of GDP, gross financial assets in Thailand only
exceeded liabilities by around 40%. Due to the
poor development in gross financial assets
compared with debt, net financial assets in
Thailand actually fell last year. Although Ma-
laysia and South Korea have much higher fi-
nancial assets, in relation to liabilities, than
Thailand, a very close eye is being kept on the
trends in these two countries, as an economic
slowdown, coupled with an increase in unem-
ployment, could soon send the credit default
rate soaring. Only Israel, Japan, China and
— due to the fact that access to bank loans re-
mains very limited —India have a ratio of assets

to liabilities on a par with Taiwan’s.
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Following deductions for liabilities
and in relation to the size of the population,
Japan remained the richest country in Asia,
as in previous years: the average Japanese per-
son had net financial assets worth the equiva-
lent of EUR 83,890 at the end of 2015. The next
two countries in the rankings, Singapore and
Taiwan, have switched places: due to higher
household debt in Singapore, Taiwan took sec-
ond place in 2015 with average net financial

assets worth the equivalent of EUR 81,240 per

By net financial assets per capita, Japanese still the richest

Net financial assets per capita, in EUR

83,888
81,242 79,261

71,369
27,371

Japan Taiwan Singapore Israel South Korea

capita, pushing Singapore, whose inhabitants
had average net financial assets of EUR 79,260,
into third place. This also means that the gaps
between the countries at the top of the table in-
creased in a year-on-year comparison; in 2014,
the differences between the assets held byJapa-
nese households and those held by households
in the country in third place only came to EUR
1,030 per capita.

As far as the other countries are con-
cerned, only Israel was able to keep up with the
top-ranked countries, actually narrowing its

competitors’ lead as against 2014: on average,
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Sources: National central banks, financial supervisory authorities, ministries, asset management associations, bank associations,
insurance associations and statistical offices; UN Population Division, World Population Prospects, The 2015 Revision, Allianz SE.



each Israeli had net financial assets worth the
equivalent of EUR 71,370 at the end of 2015. By
contrast, the gap separating Israel from the
other countries was sizeable: due to the high
debt ratio, average net per capita financial as-
sets in South Korea were not even half as high
as in Israel, coming in at EUR 27,370. In Malay-
sia, too, the high debt levels mean that the aver-
age net per capita financial assets, at EUR 7,670,
were only half as high as gross financial assets.
This also meant that China, where average
net financial assets surpassed the EUR 10,000
threshold for the very first time, coming in at
EUR 11,500, surpassed Malaysia in these rank-
ings for the first time.

At the lower end of the rankings, the
gaps separating the individual countries have
narrowed. This was largely because the net fi-
nancial assets of households in Thailand fell
slightly, due to a sharper rise in liabilities than
in gross financial assets last year. At the end
of 2015, the average Thai had net assets of EUR
1,920. At the same time, net per capita financial
assets in India moved past the EUR 1,000 mark
for the first time to total EUR 1,100. In Indone-
sia, average net financial assets were still well
below EUR 1,000 per capita.

This means that the differences within
the region are still considerable: at the end of
2015, the average Japanese person still had net
financial assets worth 76 times more, and the
average Chinese person net financial assets
worth 10 times more, the assets of the aver-
age Indian. Nevertheless, the strong growth in
financial assets in Asia has increased the pro-
portion of the population that belongs to the
high wealth class from 2.9% to 7.1%. 20% still
belonged to the middle wealth class, but “only”
72.9% to the low wealth class, in 2015.

Allianz Global Wealth Report 2016
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Australia and New Zealand

Population
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Regional differences . Australia und New Zealand

At the end of last year, EUR 3.3 trillion, or 2.1% of
the world’s financial assets, were in the hands of
households in Australia and New Zealand. Driv-
en by the commodities boom, the asset base has
more than trebled since the turn of the millenni-
um. During the same period, average per capita
assets in the region, before deducting liabilities,
climbed from a good EUR 42,930 to around EUR
115,770 (EUR 120,520 in Australia and EUR 90,600
in New Zealand). The slump in commodity pric-
es in 2008 and the losses on the stock markets
interrupted the upward trajectory only tempo-
rarily — just one year down the line, the region

had made up for the asset losses again.

Oceania: Wealth (and debt) growth continues

Net financial assets and liabilities, in EUR bn
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In 2015, financial assets held in bank
deposits, securities, insurance policies and pen-
sions grew by 7.0% in total. At 7.2%, the rate of
asset growth in Australia was not only ahead of
that witnessed in New Zealand (+5.7%), but also
outstripped the average for the industrialized
nations (+3.0%). Insurance policies and pen-
sions are by far the most popular form of invest-
ment among Australian households: a good 57%
of the asset portfolio fell into this category at the
end of 2015, with superannuations proving to be
particularly sought-after. Superannuations are
a combination of state and private, voluntary
and tax-incentivized pension provision. More
than half of total savings last year flowed into
this form of investment, the volume of which
grew by 7.0% year-on-year as a result. Cash, de-
mand and savings deposits swelled by 8.9% in a

continuation of the strong development seen in

% change in asset classes, 2015/ 2014
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recent years. Australians invested only around
18% in securities, with the amount held in this
form of investment up by 8.2% in 2015.

The composition of the asset portfolio
of households in New Zealand is the other way
round entirely: whereas insurance policies and
pensions play only a minor role, accounting for
a share of a good 11%, assets held in securities
made up almost 65% of the portfolio. The lat-
ter showed somewhat subdued growth to the
tune of 3.0% last year, whereas bank deposits
increased by 12.0% and insurance policies and

pensions by 9.7%.

Converse asset portfolio
Asset classes as % of gross financial assets
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Debt remains
an Achilles’ heel

Starting in the mid-1970s, when the sav-
ings rate was still over 18%, Australian house-
holds gradually started setting less and less
aside. The savings rate has been on a downward
trajectory ever since, even slipping into negative
territory at times during the first decade of the
millennium. This downward trend was fueled
by several factors, including easier access to
loans, stable economic growth, rising incomes
and a high propensity to consume. It took the
outbreak of the financial crisis to force Aus-
tralians to tighten their belts. In 2009 the aver-
age savings rate leapt up to 9.9% from 6.6% the

previous year and remained relatively stable at
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Regional differences . Australia und New Zealand

over 10% until 2013. As they started to set more
money aside, Australians also adopted a more
restrained approach to further borrowing. Com-
pared with the pre-crisis years, the rate of debt
growth has been sliced in half, to an average of
around 6% a year, since 2008 — not least thanks
to the low interest rate environment, which al-
lowed many households to pay off their loans

earlier than agreed.

Debt burden is a weak spot of Australian economy

Debt growth: Debts increasing faster once again
Debt developmentyl/y, in %
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After the debt ratio, i.e. the ratio of debt
to economic output, reached an all-time high of
just under 119% in 2007, it slipped back by more
than two percentage points in 2008; in recent
years, however, the ratio has been edging its
way up again. Although borrowing has slowed
since the crisis, debt has been increasing by an
average of 6.1% p.a. over the past four years, more
than twice the rate of growth in nominal eco-
nomic output. The ratio of liabilities to gross do-
mestic product had soared to as high as 135.4%
by the end of last year. At the same time, the sav-
ings rate started to fall again in 2013, dropping
to an annual average of 8.4% in 2015. Per capita
debt came in at the equivalent of around EUR
61,660 — a record high and twice the average fig-

ure for the world’s industrialized nations.

Savings rate and liability ratio in Australia
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Low interest rates are still keeping any
risk of the household sector getting itself into
financial difficulty at bay. Indeed, the ratio of
interest payments on mortgage loans to dispos-
able income fell from its peak of 11% in the third
quarter of 2008 to 7.0% in the closing quarter of
2015. The proportion of non-performing home
loans actually dropped in the last six months
of last year, falling to 0.6%. Nevertheless, mac-
roeconomic shocks like rising interest rates, a
labor market slump or falling house prices could
swiftly pose a threat to the solvency of heavi-
ly-indebted households. The pressure on house
prices has already eased somewhat: in addition
to the more stringent lending rules introduced
in 2014, this trend has been helped along by the
growing supply of apartments, primarily in the
cities of Sydney, Melbourne and Brisbane. If de-
mand fails to keep up with the growing number
of residential properties set to be completed over
the next few years, house prices could be poised
to fall in these regions. In this event, investors
would have to service their loans from lower
rental income. Owner-occupiers who run into
difficulties with their repayments could also
find it trickier to sell their properties in order to
escape the debt trap. This means that the high
debt level remains an Achilles” heel of the Aus-
tralian economy.

The per capita debt of households in
New Zealand was much lower at the end of last
year: the average New Zealand citizen had a debt
burden of EUR 22,700 to bear, just over one-third
of the average debt of their Australian neighbors.
The debt ratio, too, was roughly half as high as
Australia’s, coming in at a good 66% at the end
of 2015.

Debt development, on the other hand,
has been following a fairly similar path: in the
first years of the new millennium until the out-
break of the crisis, liabilities were growing at an
average rate of 12.4% a year. This trend moved
down a gearin 2008 in New Zealand, too, and the
average annual rate of growth had dipped to 2.3%
by 2011. A historically low interest rate level, less
stringent lending conditions between 2012 and
2013 and an increase in net immigration fueled
the demand for home ownership, pushing house
prices up. These developments are mirrored in
the level of debt growth: over the past four years,
the average annual growth rate has more than
doubled again, with the debt level rising by as
much as 7.0% year-on-year in 2015.

Arapidrisein house prices increases the
risk of a correction on the residential property
market and the risk of over-indebted households
being unable to service their loans. New Zea-
land’s central bank had already reacted in Octo-
ber 2013 by imposing restrictions on the volume
of mortgage loans that could be granted with
high loan-to-value ratios. In November 2015, the
central bank once again tightened up its guide-
lines for home loans in Auckland, where prices
had recently soared considerably. Although the
residential property market appears to have
cooled down since then, prices are already very
high in relation to incomes and rents, especially
in Auckland. Pressure on house prices contin-
ues to pose a serious risk to financial stability,
as New Zealand’s central bank emphasizes in its

latest report.
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Differences in the ratio of
assets to liabilities

Looking at the region as a whole, 40%
of the population had high net financial assets
in a global comparison, i.e. an average of more
than EUR 42,000 per capita, at the end of 2015.
In North America, this proportion came in at
41%, whereas “only” around 35% of the popula-
tion of western Europe falls into this category.
If we only look at the assets side of the wealth
balance sheet, then at the end of last year, Aus-
tralians had average per capita financial assets
of almost EUR 120,520, putting them one-third
ahead of their neighbors in New Zealand (EUR
90,600 per capita). Following deductions for
liabilities, however, the latter are in a much
better position: due to the relatively high debt
burden, Australian financial assets fell to only

EUR 58,870 per capita in net terms, whereas in

Different assets to debt ratio
Net financial assets and liabilities per capita, in EUR
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New Zealand, average per capita assets came
in at EUR 67,900 in net terms. This means that
Australian households are more indebted than
their counterparts in New Zealand in both abso-
lute and relative terms. For each euro borrowed
in Australia, there were assets worth EUR 2.00,
while households in New Zealand had around
EUR4.00 in assets for each liability of one euro.
In the global league of the highest net
per capita financial assets, New Zealand is un-
changed in twelfth place, after Israel, and only
one place ahead of Australia. Compared with
2000, Australia has climbed from 19th to 14th

place.

New Zealand
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Appendix

APPENDIX A: METHODOLOGICAL COMMENTS

General assumptions

The Allianz Global Wealth Report is based on data from 53 countries. This group of countries covers
around 90% of global GDP and 69% of the global population. In 43 countries, we had access to statistics
from the macroeconomic financial accounts. In the other countries, we were able to estimate the vol-
ume of total financial assets based on information from household surveys, bank statistics, statistics
on assets held in equities and bonds, and technical reserves.

In some countries, it is still extremely difficult to find data on the financial assets of private house-
holds. Let'’s take the Latin American countries as an example. For many countries, the only information
that can be found relates to the entire private sector or the economy as a whole, which is often of only
limited use as far as the situation of private households is concerned. In addition to Chile, Columbia
has fairly good data that can be used to analyze the financial structure of private household assets. In
Argentina, for example, we were able to estimate financial assets with the help of data on bank depos-
its and insurance reserves.

In order to rule out exchange rate distortions over time, the financial assets were converted into the

national currency based on the fixed exchange rate at the end of 2015.

Statistical distinctions

The process associated with the introduction of the European System of Accounts 2010 (ESA 2010)
in September 2014 involved updating and harmonizing the guidelines governing the preparation of
many macroeconomic statistics. The new requirements also apply to the macroeconomic financial
accounts. One change relates to private households: under the ESVG 2010 regulations, the two sectors
“Private households” and “Private organizations without pecuniary reward” are no longer grouped, but
are now reported separately. This also has implications for the Allianz Global Wealth Report, which
takes data from the macroeconomic financial accounts as a basis where available. For many coun-
tries, however - particularly those outside of the European Union - there is no separate data available
for these sectors in general, or at least not at present. So in order to ensure global comparability, this

publication analyzes both sectors together under the heading “private households”.

Determination of wealth bands for global wealth classes

Lower wealth threshold: there is a close link between financial assets and the incomes of private house-
holds. According to Davies et al. (2009), private individuals with below-average income tend to have no
assets at all, or only very few. It is only when individuals move into middle and higher income groups
that they start to accumulate any assets to speak of.

We have applied this link to our analysis. Countries in the upper-middle income bracket (based on the
World Bank’s country classification system) therefore form the group in which the average assets of
private households has reached a relevant volume for the first time. This value marks the lower thresh-
old for the global wealth middle class. How high should this value be?

In terms of income, households with incomes that correspond to between 75% and 150% of average net
income are generally considered to constitute the middle class. According to Davies et al., households
with income corresponding to 75% of the average income have assets that correspond to 30% of the

average assets. As far as the upper threshold is concerned, 150% of average income corresponds to 180%



of average assets. Consequently, we have set the threshold values for the middle wealth class at 30%
and 180% of average per capital assets. If we use net financial assets to calculate the two thresholds, we
arrive at an asset range of between EUR 7,000 and EUR 42,000 for the global middle wealth class in 2015.
The gross thresholds lie at EUR 9,300 and EUR 55,900.

Individuals with higher per capita financial assets then belong to the global high wealth class, whereas
those with lower per capita financial assets belong to the “low wealth” class.

These asset bands can, of course, also be used for the purposes of country classification. Countries
in which the average net per capita financial assets are less than EUR 7,000 can be referred to as “low
wealth countries” (LWCs). “Middle wealth countries” (MWCs) are all countries with average net per
capita financial assets of between EUR 7,000 and EUR 42,000; finally, all countries with even higher

average net per capita financial assets are described as “high wealth countries” (HWCs).

Country classification based on net per capita financial assets:

HWC MWC LWC
Australia * Chile* Argentina***
Belgium * China*** Brazil***
Denmark* Estonia* Bulgaria*
Germany* Finland* India***
France* Greece* Indonesia***
Great Britain* Ireland* Kazakhstan *
Israel** Croatia* Colombia**
Italy* Latvia* Mexico™**
Japan* Lithuania* Peru***
Canada* Malaysia** Poland*
New Zealand* Norway* Romania*
Netherlands* Portugal* Russia**
Austria* Slovenia* Serbia***
Sweden* Spain* Slovakia*
Switzerland** South Korea* South Africa*
Singapore* Czech Republic* Thailand***
Taiwan** Hungary* Turkey*
USA* Ukraing***
*2015 asset balance sheet **Extrapolation based on 2014 asset balance sheet

***Approximated based on other statistics

Allianz Global Wealth Report 2016
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Appendix B:

Financial assets by country

Argentina
Australia
Austria
Belgium
Brazil
Bulgaria
Canada
Chile

China
Colombia
Croatia
Czech Republic
Denmark
Estonia
Finland
France
Germany
Greece
Hungary
India
Indonesia
Ireland
Israel

Italy

Japan
Kazakhstan
Latvia
Lithuania
Malaysia
Mexico
Netherlands
New Zealand
Norway
Peru

Poland
Portugal
Romania
Russia
Serbia
Singapore
Slovakia
Slovenia
South Africa
South Korea
Spain
Sweden
Switzerland
Taiwan
Thailand
Turkey
Ukraine
United Kingdom
USA

World

in EUR bn

86
2,889
614
1,219
797
58
4,091
297
19,651
142
52
190
823
22
301
4,869
5,485
239
130
1,622
287
355
688
4117
13,753
24

26

34
454
934
2,195
410
428
100
407
374
114
607
13
640
59

39
434
2,494
2,008
1,278
2,164
2,330
413
3N
38
8,562
65,156

154,826

Gross financial assets

2015, yoyin %

450
7.2
1.8
39
2.9
49
6.2
9.0

183

123
11
71
6.5

29
46
49
46
37
75

13.9
8.9
26
6.0
2.2
17

467
5.2

110
49
5.0
36
5.7
54

15
5.9
13
44

13
41
45
43
25
37
96
14
91
17
46
18

171
1.9
18
24

4.9

Gini coefficient of
Net financial assets wealth distribution

EUR per capita EUR per capita in%

1,980 1,393 0.67

75,718 41913 0.54

23,330

31,068
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Appendix C: Global Ranking

...by net per capita financial assets (in EUR)

Switzerland 170,589
USA 160,949

United Kingdom 95,600
Sweden 89,942
Belgium 85,027
Japan 83,888
Denmark 81,293
Taiwan 81,242
Netherlands 80,182
Singapore 79,261
Canada 76,960
Israel 71,369

New Zealand 67,901
Australia 58,866
Italy 53,494

France 53,425
Austria 51,062
Germany 47,681
Ireland 41,913
Finland 27468
South Korea 27371
Spain 26,595
Portugal 20,744
Norway 19,442
Slovenia 13135
Czech Republic 12,614
Chile 1,723

China 11,496
Greece 11,231
Hungary 10,562
Estonia 9,913
Latvia 9,603
Croatia 8,059
Malaysia 7673
Lithuania 7,504
Poland 6,540
Bulgaria 6,370
Mexico 6,170
South Africa 5,894
Slovakia 5,300
Romania 3,967
Russia 3,086

Peru 2,446

Turkey 2,142
Thailand 1,917
Argentina 1,393
Colombia 1,384
India 1,096

Serbia 745
Brazil 734
Ukraine 696
Indonesia 630
Kazakhstan 613
World 23,330
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...by gross per capita financial assets (in EUR)

Switzerland
USA
Denmark
UK

Sweden
Netherlands
Australia
Singapore
Canada
Japan
Belgium
Taiwan
New Zealand
Israel
Norway
Ireland
France
Austria
Italy
Germany
Finland
South Korea
Spain
Portugal
Greece
Slovenia
Czech Rep.
Estonia
Chile
Malaysia
China
Hungary
Latvia
Croatia
Lithuania
Slovakia
Poland
Bulgaria
South Africa
Mexico
Thailand
Romania
Russia
Turkey
Brazil

Peru
Colombia
Argentina
Serbia
Kazakhstan
India
Indonesia
Ukraine
World

260,804
202,489
14511
132,308
130,664
129,698
120,523
114,155
113,831
108,660
107,881
99,257
90,600
85,308
82,093
75,718
75,610
71,867
68,854
67,982
54,651
49,580
43,541
36,169
21,862
19,044
18,054
16,969
16,575
14,958
14,281
13,207
13,076
12176
11,936
10,873
10,548
8,170
7,961
7,356
6,073
5,839
4,229
3,949
3,837
3,190
2,955
1,980
1,452
1,348
1,237
1,113
845
31,068
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