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Background

The FMA commissioned
Buzz Channel to measure
New Zealanders’
attitudes towards and
confidence in New
Zealand’s financial
markets.

This is the sixth year the
FMA has carried out
investor confidence
research, but the first
year Buzz Channel has
been involved.

The main research

objectives were to:

- Measure the level of
confidence the New
Zealand public have
in the New Zealand
financial markets;
Measure perceptions
and awareness of the
FMA;

Capture the level of
understanding of
diversification and
risk/return trade off.

An online survey was
conducted using Buzz
Channel’s research

panel, buzzthepeople.

Fieldwork took place
between 8% and 17t
May 2018.

A total of n=1011 New
Zealanders aged 18 years
and over took part in the
research in 2018. The
data has been weighted
by age, gender, region,
and ethnicity to ensure
results are representative
of the New Zealand
population.

The margin of error on
this sample is +/-3% at
the 95% confidence level.
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Summary

Confidence in New Zealand’s financial markets:

Confidence in New Zealand’s financial markets has remained stable since 2017, with 66% of investors feeling ‘fairly’ or ‘very’
confident.

Confidence is considerably higher among those who are more knowledgeable about investments and the risk associated with them
indicating a clear dynamic between awareness and knowledge regarding the financial markets and the level of confidence people
have in the financial markets. The more experienced investors who do not only have a KiwiSaver scheme are the most confident
about New Zealand’s financial markets and its regulation. These investors are more likely to be male, aged 40 years and over, and
earning higher personal and household income.

On the other hand females and the younger age groups under 30 years are the least likely to have an investment and significantly less
likely to follow the financial markets, and are therefore the least knowledgeable and confident. They are more likely to be non-
investors, or have only a KiwiSaver investment, and are more likely to say they don’t know enough to have an opinion on some of the
topics asked. However, people aged under 30 years who are knowledgeable about the financial markets have similar confidence
levels to those aged 30 years and over.

The top reasons given for being confident in the New Zealand financial markets is stability of the background environment in the
markets and/or economy. On the other hand the main reasons given for not feeling confident in the financial markets is a general
lack of faith, and lack of knowledge.
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Summary

Awareness and perceptions of FMA and regulation:

Awareness of the Financial Markets Authority is higher than in 2013, remaining stable over the last four years with four in ten New
Zealanders having heard of the FMA. Those aware of the FMA are more likely to be investors and indicate higher confidence overall
in the financial markets and its effective regulation.

Four in ten New Zealanders agree that the FMA supports the integrity of New Zealand'’s financial markets, and over half don’t have an
opinion on this (56%). Agreement has decreased slightly since 2017, with more people now unsure and giving a ‘don’t know’

response to the question (particularly non-investors). Only a very small proportion of New Zealanders disagree that the FMA supports
the integrity of New Zealand’s financial markets (4%).

Types of investments:

The majority of New Zealanders aged 18 years and over (84%) have at least one investment in the New Zealand financial markets, the
most common investment being KiwiSaver at 63%. It’s interesting to see that a high proportion of New Zealanders aged 18 to 29
years have a KiwiSaver scheme (79%). 28% of New Zealanders indicated the only investment they have is KiwiSaver, the profile of

these KiwiSaver exclusive investors is similar to the profile of non-investors, the main difference being that the non-investors are less
likely to live in Auckland.
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Summary

Diversification and the risk/return trade off:

Diversification:

Half of New Zealanders aged 18 years and over said they have heard of and understand ‘diversification” and virtually all of these
people correctly identified ‘Investing all your money across different investment choices such as shares, property and cash’ as
diversification. However only 17% also identified all other options as ‘not diversification” indicating that perhaps people are not as
knowledgeable as they think on this topic.

Not surprisingly, investors, and those aware of FMA, are more likely to say they understand diversification.

Risk/return trade off:
A lower proportion of New Zealanders understand risk/return trade off than understand diversification (42%). Again it’s the investors,
and those aware of FMA, who are more likely to say they understand risk/return trade off.

When it comes to investment types, New Zealanders overall are more knowledgeable and able to give an opinion about risk level
associated with the following: Term deposits, Residential property, KiwiSaver funds.

On the other hand, New Zealanders are less knowledgeable overall about the higher risk investments: Hybrid bonds, Derivatives,
Property syndicates, Private equity funds, Shares in a company through equity crowdfunding.

It’s concerning that women feel significantly less knowledgeable than men about all investment types and the risk associated with
them, except for: Term deposits, Residential property, KiwiSaver conservative and balanced funds.
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Finaniql mquet Confidence over time New Zealanders’ confidence overall in the

financial markets sits at 62% this year.

This is down slightly from last year, however
this movement is not statistically
significant.

Confidence in New Zealand’s financial market: Total

confidence ) )
Males are more likely to be ‘very confident’

62% in New Zealand’s financial markets (10% vs
4% of females).

New Zealanders who are currently
unemployed are more likely to say they are
‘not very confident’ in the financial markets
(37% vs 19% of the total sample).

Consistent with previous surveys, investors
are more confident than the general
population — see next slide.

B Not at all confident " Not very confident ® Fairly confident B Very confident © Don't know

“\ FMA How much confidence do you have in New Zealand’s financial markets? Are you...
Base: 2013 n=1021; 2014 n=1015; 2015 n=1000;

@ouzzchannel
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I nves‘l.o r/ n o n - i nveslllor C o nfid e n C e There have been no significant movements

in confidence levels among investors or
non-investors compared to 2017.

Total

Confidence in New Zealand’s financial market: X
confidence

As found in previous waves, investors tend
to be more confident in the financial

66% markets than non-investors.

Those who said they have heard of and
understand diversification and/or
risk/return trade off indicate higher
confidence in the financial markets (73%
and 74% total confidence respectively).

Investors

B Not at all confident " Not very confident ® Fairly confident B Very confident © Don't know

How much confidence do you have in New Zealand'’s financial markets? Are you...
“,\ FMA Base: Investors 2018 n=849; Investors 2017 n=891; Investors 2016 n=885; Non
EINANCIAL MARKETS AVTHORITY Investors 2018 n=162; Non Investors 2017 n=109; Non Investors 2016 n=115; All
TE MANA TATAI HOKOHOKD - NEW ZEALAND 2018 n=1 01 1
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C o nfi d e n C e by i nveslllm e nlll II'!p e h e I d Confidence is highest among investors who

have a Managed Fund and lowest among
those with a KiwiSaver scheme.

Confidence in New Zealand’s financial market: Total
confidence

Managed funds % | 82%

Shares you
bought yourself

Residential
property

Term deposits

Other
superannuation
scheme

Bonds you
bought yourself

KiwiSaver 13%

B Not at all confident @ Not very confident ® Fairly confident ® Very confident = Don't know

@ How much confidence do you have in New Zealand'’s financial markets? Are you...
Base: Managed funds n=114; Shares you bought yourself n=189; Residential
bUZZChannel %’hrgm property n=116; Term deposits n=325; Other superannuation scheme n=144;
TSI Bonds you bought yourself n=99; KiwiSaver n=641.
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InVeStor Confidence over II.ime bY Confidence in the financial markets has

. remained fairly stable compared to a year

I nvesi'm e n‘I' ‘I'!pe h e I d ago across all investment types held, except
for superannuation schemes (other than

KiwiSaver) where there has been a slight

drop in confidence among these investors.

Confidence in New Zealand'’s financial market (2017 vs 2018):
Shows % of total confidence (fairly or very confident)

2018

emm|\anaged funds essmShares you bought yourself
esmmResidential property emwTerm deposits

Other superannuation scheme emmmBonds you bought yourself
e wiSaver

How much confidence do you have in New Zealand'’s financial markets? Are you...
Base: Managed funds n=114; Shares you bought yourself n=189; Residential

%UZZChannel \\\ FMA property n=116; Term deposits n=325; Other superannuation scheme n=144;
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Confidence by awareness of FMA

Confidence in New Zealand’s financial market: Total
ota

confidence

Aware of
FMA

74%

Not aware
of FMA

m Not at all confident = Not very confident = Fairly confident B Very confident = Don't know

QUZZChannel “.,’\ FMA How much confidence do you have in New Zealand'’s financial markets? Are you...

The art of stening - made simple FINARCIAL AL fumnon™  Base: Aware of FMA n=419; Not aware of FMA n=531; All n=1011
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New Zealanders aware of the FMA are far
more likely to be confident in the financial
markets.

Similarly, those who agree or strongly agree
with the statement, ‘The FMA supports the
integrity of NZ’s financial markets’, are
more likely to be confident (80% total
confidence in the financial markets).




Reasons for level of confidence

Financial markets are doing well/stable

General positive, haven't heard anything bad

Stable economy

Well-regulated/not high risk

Based on personal research/information

| rely on others | trust - friends, family, bank, advisers
Don't know/not interested/no money to invest
Based on state of other countries/global financial insecurity
Don't follow markets/don't know enough about it
Faith in/stable government

Uncertainty with current government

Based on the size of market/low return

Lack of faith in general

General uncertainty

Cost of living

No reason given

‘buzzchannel N\ NNFMA  conyoutellus why?
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The top reason given for being confident in the New Zealand
financial markets is stability of the markets and /or economy.
The main reasons given for not feeling confident is a general lack

of faith, followed by a lack of knowledge. Base: Don’t know

level of confidence
(n=145)

0%
0%
0%
0%
1%
10%

Go®)
1

m Base: Confident
0

(n=627)

Base: Not
Confident
(n=239)




Example quotes —reasons confident in the financial
markets

Even with proposed market corrections, “Financial markets fairly stable when “I believe New Zealand’s financial market is

things appear stable - we have had a compared to worldwide equivalents.” stable and I'll be able to invest and save in
prolonged period of growth - that e
couldn’t have gone on forever.” .

“I think we are in a semi strong position

“I feel we are a pretty stable country in with our financial markets and trust the
terms of financial markets.” government to keep the economy

“Market regulation has improved
enormously since the 'cowboy’ days of the
1970-80s.”

1
1
1
1
1
1
1
1
1
1
\

“While the markets are always reactive,
they have an element of hope and
optimism and usually trend up.”

“I think the NZ market is solid over long

term growth.” Lack of corruption, introduced safeguards

on the back of past failure.”

o ———— i ———

“Don’'t hear about too many rip-offs and when you )
do it's usually people investing to get rich quick
which never works. The rules have tightened up

%UZZChannel NN\ FMA canyou tell us why? considerably since the 90s too.”
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Example quotes —reasons not confident in the financial
markets

“I'm not confident because of lack of “I don't know where to start to learn,
personalised service and information. A apart from bank's websites, about
pamphlet/booklet with banking jargon is alternative investments.”
not helpful.”

“Because | don’t keep up to
date/understand the markets.”

“I don't believe most New Zealanders “As has been shown in recent history, the

are financially savvy. | don't trust most financial markets are not adverse to being

“Always uncertain just how well they are E
financial advisers to look after my E manipulated by persons who the public

coping. | get to the stage of not knowing
who to trust. So many differing opinions
that you hear or read about.”

interests.” have no control over. KiwiSaver is a prime
example of the 'Company' is making very
good profits at the behest of individuals..”

[ —

\
1
1
1
1
1
1
1
1
1
1
1
1
1
1

“I don’t know how safe my money is

because share prices can go up and down
too quickly.” “Markets can go up or down .. caused by

unexpected external factors.”

“I do not pay much attention to NZ's
financial market so don't have an informed
opinion about it..”

== —

%UZZChannel NN\ FMA C¢anyoutellus why?

FINANCIAL MARKBTS AUTHORITY Base: All n=1011
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Changes in confidence over time

Changes in the level of confidence in New Zealand’s financial market over the

last year:

M Decreased

@buzzchannel N \\. FMA

FINANCIAL MARKETS AUTHORITY
i

TE MANA TATAI HOKOHOKD - NEW ZEALAND
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7 Stayed the same

I Increased " Don't know

And has your level of confidence in New Zealand’s financial markets increased,
decreased or stayed the same over the last year? Base: 2013 n=1021; 2014
n=1015; 2015 n=1000; 2016 n=1000; 2017 n=1000; 2018 n=1011

Two thirds of New Zealanders say their
confidence in the financial markets hasn’t
changed over the last year.

The proportion of New Zealanders saying
their confidence has increased over the last
year is significantly lower than previous
years. However confidence hasn’t
decreased, instead it seems that more New
Zealanders feel unsure. This change is
equally apparent across all investment
types held.

Among the 16% who identified a decrease
in their confidence since last year there was
higher mention of a lack of faith, cost of
living, and uncertainty with the current
government as reasons for their decrease in
level of confidence.

Households with an annual income
between $100K and $150K are more likely
to say that their confidence level has
remained the same (76%).




Chqnges in Confidence by invesll.or/ Investors are more likely to say that their

confidence level has remained the same

non- inveslllor a nd awdareness Of FMA since last year (68%), whereas non-

investors are more likely to be unsure how
their confidence has changed (26% don’t
Changes in the level of confidence in New Zealand’s financial market over the know).

last year:

Similarly, respondents aware of the FMA
Investors are more likely to say that their confidence

level has remained the same (71%),
whereas those unaware of the FMA are
more likely to be unsure how their
confidence has changed (19% don’t know).

Non
Investors

Aware of
FMA

Not aware

m Decreased I Stayed the same I Increased " Don't know

And has your level of confidence in New Zealand’s financial markets increased,

(.
@UZZChaﬂﬂd “’\ FMA decreased or stayed the same over the last year? Base: Investors n=849; Non

FINANCIAL MARKETS AUTHORITY

Treertoflstening - mace simele B ————— Investors n=162; Aware of FMA n=419; Not aware of FMA n=531; All n=1011




Changes in confidence by investment type held

Changes in the level of confidence in New Zealand’s financial market over the
last year:

Residential
property

Bonds you
bought yourself

Managed funds

KiwiSaver

Term deposits

Other
superannuation
scheme

Shares you
bought yourself

m Decreased = Stayed the same M Increased © Don't know

And has your level of confidence in New Zealand'’s financial markets increased,

@ decreased or stayed the same over the last year? Base: Managed funds n=114; Shares
‘buzzchannel \\°\. FMA

c _ e el you bought yourself n=189; Residential property n=116; Term deposits n=325; Other
fheertoristening - mede smple T ANA TATAT KOKONOKD . W ZEALAND superannuation scheme n=144; Bonds you bought yourself n=99; KiwiSaver n=641.




Investment types
and investor profiles
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I nves‘l.m e nil t!p es h eld 84% of New Zealanders have some form of

investment.

For 28% of New Zealanders 18
years and over, KiwiSaver is their New Zealanders aged 18 to 29 years are

only investment significantly more likely to have a KiwiSaver

: | scheme (79%) than those aged 30 years and
KiwiSaver over.
Term deposits
? Aucklanders are more likely to have a
Shares you bought yourself KiwiSaver scheme (71%) and/or a Managed

Other superannuation scheme Fund (18%).

Residential property investments other than own home And those aged 60 years and over are

Managed funds, Unit trusts, Managed investment scheme significantly more likely to have term

deposits (44% 60-69 years, 67% 70 years and
Bonds you bought yourself

over).

Peer to peer lending where you are the lender

New Zealand investors overall are more likely

to be:

Property syndicates *  male;

Equity crowdfunding * in full-time paid employment;

* married/ living with a partner;

* have an annual household income of

Derivatives $100,000 or more.

Commercial property investments

Capital notes or hybrid bonds

I don't have any investments in NZ's financial markets . .
On average investors have 2 to 3 investment

types each.

Which of the following investments, if any, do you have in New Zealand?

(E)UZZChannd N\ FMA o alin=1011
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‘KiwiSaver only’ investors

Investors who only have KiwiSaver are more likely to be:

female

aged between 18 and 39 years old

flatting

single or full time parent

earning an annual household income between $50,000 and $150,000

AND:

e unsure about whether or not the investment materials were helpful
e unsure about their confidence in the financial markets and its regulation
* unaware of the FMA, diversification, risk/ return trade off

‘buzzchannel O\ FMA

The art of listening - made simple FIN‘NCHL MARKE‘I.‘S *UTHOMTY




Investors - excluding ‘KiwiSaver only’ investors

Investors who don’t only have KiwiSaver are more likely to be:

male

60 years and over

a couple with no kids at home

in full time employment or retired

have an annual household income over $100,000

AND:
have found investment materials helpful in their decision to invest
be fairly confident in the financial markets and its regulation
be aware of FMA, and agree that FMA supports the integrity of the financial markets
say the financial markets have ‘stayed the same’ as last year
say they understand diversification and risk/ return trade off

‘buzzchannel O\ FMA
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Non-investors

Non-investors are more likely to be:

female

single

living alone

unemployed

earning an annual personal income of under $20,000 and/or total household income
under $50,000

living outside of Auckland

AND:

* unsure about their confidence in the financial markets and its regulation
* unaware of the FMA, diversification, risk/ return trade off

* not have an opinion about the FMA supporting the integrity of the financial markets

‘buzzchannel O\ FMA
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Investment materials helping to make

an informed decision

Did the investment materials you received help you make an informed decision:

‘buzzchannel \\\. FMA
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ammwYes

Thinking about your most recent investment, did the investment materials you
received (e.g. prospectuses, investment statements, product disclosure statements
or adviser disclosure statements etc.) help you make an informed decision about
whether or not to invest?

Base: (All Investors) 2013 n=742; 2014 n=749; 2015 n=763; 2016 n=885; 2017
n=891; 2018 n=570 (only those who received materials)

Two thirds of investors received investment
materials, and over half of these investors
found the information helpful.

Investors aware of FMA were more likely to
find the material they received useful.

Those investors who found the information
useful, are also more likely to be confident in
New Zealand's financial markets, and/or
confident that it is being effectively
regulated.

Investors who didn’t receive any materials
are also more likely to be unsure whether or
not their confidence in the financial markets
has changed over the last year.




I nves‘l.me nil mCI'l'eI'iCI IS by inveslllme n'I' Perceptions of the helpfulness of investment

materials has increased since a year ago
among investors with Term Deposits, Bonds,

Illlpe held . over tlme KiwiSaver, and decreased among investors

with superannuation schemes other than
KiwiSaver.

Did the investment materials you received help you make an informed decision:
Shows those investors who answered ‘Yes’

2017

essmShares you bought yourself emm|\/anaged funds
emwTerm deposits Other superannuation scheme

e==mResidential property esmBonds you bought yourself
e j\wiSaver

Thinking about your most recent investment, did the investment materials you received (e.g. prospectuses,
investment statements, product disclosure statements or adviser disclosure statements etc.) help you make an
informed decision about whether or not to invest? Base (those who received materials): Managed funds n=114;

%UZZChannel “\ FMA Shares you bought yourself n=189; Residential property n=116; Term deposits n=325; Other superannuation

The art of istening - made simple FINANCIAL MARKETS AVTHORITY — scheme n=104; Bonds you bought yourself n=99; KiwiSaver n=436
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Awareness and perceptions

of FMA and regulation

buzzchannel



Awareness of FMA

Have you heard of the Financial Markets Authority (FMA):

[s)
61% 589%

B 5% 55% 53% 53%

39% 39% 40% 41%

34% 35%

Have you heard of the Financial Markets Authority (FMA)?
buzzchannel \“ F MA Base: 2013 n=1021; 2014 n=1015; 2015 n=1000;

The art of listening - made simple FINANCIAL MARKETS AUTHORITY
2016 n=1000; 2017 n=1000; 2018 n=1011

41% of New Zealanders are aware of the
FMA. This has remained stable since 2015.

Males are significantly more likely to be
aware of the FMA (54% vs 29% of females).
Younger New Zealanders (aged 18 to 29
years) are less likely to be aware of the FMA
(26% aware).

New Zealanders in full time employment,
married/couples living together, or
households earning over $150K annually,
are also more likely to be aware of the
FMA.

Interestingly, those aware of the FMA are
more likely to have any type of investment
except for ‘bonds you bought yourself’.




Confidence the markets are
effectively regulated

Confidence in New Zealand'’s financial markets being effectively regulated:

Total
confidence

55%

15%

M Not at all confident = Not very confident ® Fairly confident ® Very confident = Don't know

bu chh ann el \“ FMA How confident are you that New Zealand'’s financial markets are effectively

FINANCIAL MARKETS AUTHORITY regulated? Base: 2018 n=1011; 2017 n=1000

The art of listening - made simple

The total confidence in New Zealand’s
financial markets being effectively
regulated is significantly lower compared to
2017 results.

However, it is important to note that we
are not seeing a higher proportion of New
Zealanders who are not confident, but
rather there are significantly more
indicating they are uncertain how
confident they feel.

It is likely that this can largely be explained
by a change to the question wording in
2018, where an explanation about who is
responsible for regulation was removed.

2017 question wording: The responsibility for ensuring
effective regulation and oversight of New Zealand'’s
financial services and markets is shared by the FMA and
front line regulators, including NFX, and supervisors (or
trustees) of both managed funds and KiwiSaver
providers). How confident are you that New Zealand'’s
financial markets are effectively regulated?




InveStor/non 'inveslllor Confidence in Nearly half of non-investors don’t have an

opinion about whether New Zealand’s

effecll'ive re g U Id'l'io n financial markets are effectively regulated

or not (46% don’t know).

Total

Confidence in New Zealand’s financial markets being effectively regulated:
confidence

The change in wording of the confidence in
regulation question has likely resulted in
14% 59% fewer investors indicating they are “fairly
confident’ and a corresponding increase in
the proportion of investors uncertain of

their level of confidence.

Investors

A third of non-investors indicate they are
confident, which is consistent with 2017
results. However the proportion of non-
investors who are ‘not very confident’ has
decreased and the proportion uncertain
about their confidence has increased. Again
this is likely an impact of the question
wording change.

Non Investors

When asked the reasons for level of
- confidence in regulation, investors are more

— 48% likely to say they have confidence in FMA

-

governance/ government regulation,

® Not at all confident = Not very confident ® Fairly confident ® Very confident ' Don't know whereas non-investors are more likely to
say they don’t know enough or are not

interested.

How confident are you that New Zealand’s financial markets are effectively

h d q regulated? Base: Investors 2018 n=849; Investors 2017 n=891; Investors 2016
bUZZChannel }}.‘}m I:E.“Hm.. Ty n=885; Non Investors 2018 n=162; Non Investors 2017 n=109; Non Investors 2016

The art of listening - made simple
n=115; All 2018 n=1011




Co nfid e n C e i n effeclllive re g U |d II'io n b! Confidence in the effective regulation of

R the financial markets is highest among
I nveslllm e nll' f!pe h e I d investors who have Managed Funds.

Those indicating the lowest confidence in

Confidence in New Zealand’s financial markets being effectively regulated: T(.)tal effective regulation are those with a
confidence KiwiSaver scheme — these investors are the

level of confidence

Managed funds

Shares you
bought yourself

Residential
property

15% 16%

15%

Other
superannuation
scheme

Bonds you

bought yourself L

18%

KiwiSaver 14% 26%

Term deposits I 15%
|

Not at all confident = Not very confident ® Fairly confident ® Very confident = Don't know

( How confident are you that New Zealand'’s financial markets are effectively reqgulated? Base: Managed funds n=114;
buzzchannel N\ FMA

Shares you bought yourself n=189; Residential property n=116; Term deposits n=325; Other superannuation scheme
The art of listening - made simple FINANCIAL MARKETS AUTHORITY o
TEMANA TATAIHOKONOKO - NEW LEALAND n=144; Bonds you bought yourself n=99; KiwiSaver n=641




Co nfid e n C e i n effeCtive reg U |C|'|'i0 n b! Confidence in the financial markets being

effectively regulated is lower across all of

inves.l.men.l. .I.xpe - over -l-ime Fhe investment types in 2018 except for

investors who have a Managed Fund.

Confidence in New Zealand’s financial markets being effectively regulated The change in question wording will be

(2017 vs 2018): Shows % of total confidence (fairly or very confident) driving this result to some extent.

The investors with Managed Funds tend to
be more confident and knowledgeable
about the financial markets and associated
risks so it makes sense that changing the
guestion wording has had less impact on
their perceptions.

————— 7 870

\ 68%

67%
63%
61%

56%

2018

am|\|anaged funds emmShares you bought yourself
es=mResidential property es=mTerm deposits

Other superannuation scheme essmBonds you bought yourself
e=m(j\wiSaver

How confident are you that New Zealand’s financial markets are effectively

regulated? Base: Managed funds n=114; Shares you bought yourself n=189;
\“ F MA- Residential property n=116; Term deposits n=325; Other superannuation scheme
n=144; Bonds you bought yourself n=99; KiwiSaver n=641

buzzchannel

The art of listening - made simple FINANCIAL MARKETS AUTHORITY




Confidence in effective requlation
by awareness of FMA

Confidence in New Zealand’s financial markets being effectively regulated:

Aware of 159,
FMA °

Total
confidence

Not aware 149
of FMA °

m Not at all confident = Not very confident = Fairly confident B Very confident = Don't know

bu chh ann el \“ FMA How confident are you that New Zealand'’s financial markets are effectively

FINANCIAL MARKETS AUTHORITY regulated? Base: Aware Of FMA n=419; Not aware Of FMA n=531; Alln=1011

The art of listening - made simple

70% of New Zealanders who are aware of
the FMA are confident that the financial
markets are being effectively regulated.

Males and those in the higher income
brackets (earning $100-$150K per annum)
are more likely to be ‘very confident’ in the
markets being effectively regulated.

Those aware of the FMA are more likely to
mention effective legislation system and
adherence monitoring, and also mention
they have confidence in governance/
government regulation. Whereas, those
unaware of FMA are more likely to not
know enough or have no interest.

Overall, those who lack confidence in the
regulation of the financial markets (and
particularly those aware of FMA) are more
likely to cite ‘corruption & legal failures/
regulation not tight enough’ and ‘financial
institutions profiteering/ don’t trust banks
or advisers/ bad experience in past’ as
reasons for their lack of confidence.




Reasons for level of confidence

in effective requlation

Effective legislative system & adherence monitoring

Confident in governance/government regulations

General positive - haven't heard anything bad
Corruption & legal failures/regulation not tight enough26%

Don't follow markets/don't know enough about it

Don't trust financial institutions

General uncertainty

Pessimistic global market outlook

Uncertainty with current government

Don't know

No reason given 17%

bUZZChaﬂﬂe| \\\ FMA Can you tell us why?

The art of listening - made simple FINANCIAL MARKETS AUTHORITY Base: All n=1011
s

1% [ 10%
N 3%

) (o)
5% l 3% m Base: Confident
(n=556)

Base: Not Confident
I 1% (n=183)

1 1%

4%
7%
6% | 3%

A third of those who indicated they are
confident the financial markets are
effectively regulated didn’t give a reason for
their confidence. The top reasons that were
given include comments about there being
an effective legislative system and
adherence monitoring, and confidence in
the government regulations (the FMA was
specifically mentioned by some).




~
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Example quotes —reasons confident in requlation

“Been improvements in recent years and
sector being watched more now by
legislators to protect people from reckless
institutions.”

“There is a watchdog organisation exists
called Financial Market Authority that
requlates the NZ Financial Market. This
organisation seems to work well. It recently
identified a few financial companies with
fraudulent behaviour.”

The art of listening - made simple FINANCIAL MARKETS AUTHORITY
AND

— i ——————————

“Introduction of the FMA and the strict
regulations within it give me the
confidence.”

“I think the New Zealand financial
institutions are regulated because they
operate publicly, and government
departments responsible must have a
way of monitoring to ensure every
financial institution is registered.”

“New rules and regulations that have been
imposed over the last 5 years have made
for a safer environment in NZ.”

\“ FMA Can you tell us why?

Base: Alln=1011

“The regulators keep a reasonably good
handle on how the markets are going.”

“Reasonably effective regulatory bodies
have been established in the past decade or

“Some people will find a way around
regulations, so they're not perfect. But, on
the whole, they do help keep the market
honest.”

“New Zealand has regulatory authorities
that appear to be independent and working
in the best interests of the country.”




Example quotes —reasons not confident in regulation

“Banks and financial institutions are
making too much money from the end
users of their services.”

“Will be interesting to see the review of
banking practices in light of the issues

facing Australian banks at the moment.”

“I do not spend time thinking about the
financial markets/seeking information.”

“Apart from investing in a term deposit, |
actually don't know much about New
Zealand's financial market (not
interested), and how it is requlated or any
major changes that occurred in the last
10 years.”

“Because financial institutions,
especially banks seem to have a pretty
free reign to do what they want. Also |
have a general distrust of the financial
market because of what has happened
internationally over the last decade or

“It is obvious there is plenty of insider
trading. Just look at trades for the week
before either a very positive or negative

announcement.”

bUZZChannel \\\ FMA Can you tell us why?

The art of listening - made simple

FINANCIAL MARKETS AUTHORITY Base: Alln=1011

N e ———————

e ———

“Don't know all the checks and balances to
ensure regulation compliance.”

“There are too many reports of people
making lots of money at the top and the
little guy gets left with nothing when things
go wrong.”

P T

“Regulation should bring fairness/equity to
all.. seems the gap between rich and poor is
widening not shrinking.”

“I don't know enough about how the
regulations work to make an informed
decision.”




Perceptions of FMA'’s support of the
financial markets integrity — over fime

FMA supports the integrity of New Zealand’s financial markets:

2018 %

m Strongly disagree I Disagree [ Neither nor = Agree M Strongly agree ' Don't know

One of the primary roles of the FMA is to support the integrity of New Zealand'’s
financial markets which, for investors, means making sure NZ financial service
providers operate in a way that is fair, honest and effective.

\“ FMA To what extent do you agree or disagree that ‘The FMA supports the integrity of
NZ’s financial markets’?
Base: 2018 n=1011; 2017 n=1000

buzzchannel

The art of listening - made simple FINANCIAL MARKETS AUTHORITY

2018 sees significantly more New
Zealanders uncertain as to whether or not
the FMA supports the integrity of New
Zealand'’s financial markets.

New Zealanders who are confident in the
financial markets, and/or are confident it is
effectively regulated, are more likely to
agree or strongly agree that the FMA is
supporting its integrity.

Males are more likely to agree or strongly
agree that the FMA supports the integrity
of the financial markets (47% top 2 box).

Similar to those aware, New Zealanders in
full time employment, married /couples
living together, or households earning
between $100 and $150K annually, are
more likely to agree that FMA supports the
integrity of the financial markets.




I nves‘l.or/no n - inveslllor perce ptio ns Investors are more likely to be aware of

the FMA, and to agree that the FMA
supports the integrity of New Zealand’s

FMA supports the integrity of New Zealand’s financial markets: financial markets.

2018 Similar to investors’ confidence in
i% sl | regulation, we are seeing a proportion of
‘ investors moving from agreeing that the
| FMA supports the integrity of the financial
2017 +% markets to being unsure or not knowing.

Investors

Investors
Non-investors are more likely to be unsure
or not know whether or not FMA supports

2018 N
on the integrity of the financial markets.

Investors

2017 Non
Investors

2018 All i%

m Strongly disagree [ Disagree I Neither nor m Agree M Strongly agree ' Don't know

One of the primary roles of the FMA is to support the integrity of New Zealand’s financial markets

which, for investors, means making sure NZ financial service providers operate in a way that is fair,

honest and effective.

To what extent do you agree or disagree that ‘The FMA supports the integrity of NZ’s financial
bUZZChannel \\\ F MA markets’? Base: Investors 2018 n=849; Investors 2017 n=891;

The art of listening - madle simple FINANCIAL MARKETS AVTHORITY Non Investors 2018 n=162; Non Investors 2017 n=109; All n=1011




Perceptions of FMA by awareness

FMA supports the integrity of NZ’s financial markets:

Aware of
FMA

Not aware
of FMA

B Strongly disagree

\\\ F MA

FINANCIAL MARKETS AUTHORITY

buzzchannel
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Disagree

Neither nor = Agree M Strongly agree ' Don't know

One of the primary roles of the FMA is to support the integrity of New Zealand’s
financial markets which, for investors, means making sure NZ financial service
providers operate in a way that is fair, honest and effective.

To what extent do you agree or disagree that ‘The FMA supports the integrity of
NZ'’s financial markets’?

Base: Aware of FMA n=419; Not aware of FMA n=531; All n=1011

New Zealanders who are aware of the
FMA are more likely to have an opinion,
about FMA supporting the integrity of the
New Zealand financial markets, whether
positive or negative, in comparison to
those not aware.

Significantly more of those aware of FMA
agree or strongly agree that the FMA
supports the integrity of New Zealand’s
financial markets (59%) .

Additionally, New Zealanders who
understand diversification and/or the risk/
return trade off, are more likely to agree or
strongly agree that the FMA supports the
financial markets’ integrity.




Understanding of diversification
and the risk/return tfrade off

buzggobﬂegla@rgggj N\ FMA



96% of those who said they have heard of
and understand diversification correctly
identified ‘Investing all your money across

0 o 0 different investment choices such as shares,
51% 27% 22% property and cash’ as diversification — but
| have heard of this and | have heard of this but | haven’t heard only 17% were able to do this and correctly
understand it don’t really understand it of this identify all other options as ‘not
diversification’. This indicates people don’t

~~ really understand diversification as well as

Which is diversification: they think they do.

Investing all your money across different investment choices such as shares, property and cash:

96% 2%0% Not surprisingly, investors (63%), and those

aware of FMA (77%), are more likely to say
Investing all your money among shares in different industries: they understand diversification

61% 31% 8%

Investing all your money between two or three fund managers:
48% 36% 16%

Investing all your money in government bonds:
2% 94% 4%

Investing all your money in shares in a blue chip company that has performed well over 10 years:
2% 94% 3%

Investing all your money in a technology company that has recently reported very high returns:
2% 95% 3%

Is diversification Not diversification Unsure

Which of the following statements best describes your understanding of these

investing principles? Base: All n=1011
bUZZChaﬂﬂe| \\\ F MA Which of the following strategies are examples of diversification? Base:

The art of listening - made simple FINANCIAL MARKETS AUTHORITY . o R
‘Understands diversification’ n=522



42% 32% 27%
| have heard of this and | have heard of this but | haven’t heard
understand it don’t really understand it of this

T~

An investment with a high rate of return is more likely to have...

A higher level
of risk

A lower level
. 2%
of risk

The same Ieyel | 1%
of risk

Unsure I 1%

buzzchannel N\N\\_FMA

FINANCIAL MARKBTS AUTHORITY

K« NEW ZEALAND
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Which of the following statements best describes your understanding of these
investing principles? Base: All n=1011

An investment with a high rate of return is more likely to have...

Base: ‘Understands risk/return trade off’ n=431

A lower proportion of New Zealanders
understand the risk/return trade off than
understand diversification (42% vs 51%
understand diversification).

As for diversification, it’s the investors
(51%), and those aware of FMA (65%), who
are more likely to say they understand the
risk/return trade off.
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How much risk do you associate with the below investment types:

Term deposits 74%
KiwiSaver — conservative fund 70%
Corporate/government bonds 55%
Residential property other than your own home 34%
KiwiSaver — balanced fund 28%
KiwiSaver — growth fund 18%
Commercial property 18%
Shares/equity in companies listed on licensed exchanges 6%
Private equity funds 5%
Hybrid bonds 3%
Property syndicates 3%
Derivatives e.g. futures, options, credit-linked notes, CFDs 3%
Shares/equity in a company through equity crowdfunding 3%
Low Risk

Below is a list of different types of investments. How much risk do you associate

bUZZChannel \“ FMA with each of the following investment types?

The art of listening - made simple FINANCIAL M"kkﬁls A"'“’f.o"ll.llrr Base‘ A/I n=1011

The majority of New Zealanders are aware
of term deposits as a safe, low risk
investment.

Term deposits and KiwiSaver (conservative
fund) are considered to be the lowest risk
investments — mentioned by seven in ten
New Zealanders.

Just over half consider Corporate /
government bonds to be a safe, low risk
investment.



Medium risk investments

How much risk do you associate with the below investment types:

Shares/equity in companies listed on licensed exchanges
KiwiSaver — balanced fund

Commercial property

Residential property other than your own home
KiwiSaver — growth fund

Private equity funds

Property syndicates

Hybrid bonds

Corporate/government bonds

Shares/equity in a company through equity crowdfunding
Term deposits

KiwiSaver — conservative fund

Derivatives e.g. futures, options, credit-linked notes, CFDs

@ouzzchannel N \\. FMA

FINANCIAL MARKETS AUTHORITY
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= Medium Risk

Below is a list of different types of investments. How much risk do you associate
with each of the following investment types?
Base: All n=1011

Around half of New Zealanders consider
shares listed on licensed exchanges,
KiwiSaver (balanced fund), commercial and
residential property to be medium risk
investments.

Of these four investment types, KiwiSaver
(balanced fund) and residential property
are also considered to have the lowest risk
associated with them.




How much risk do you associate with the below investment types:

Shares/equity in a company through equity crowdfunding

KiwiSaver — growth fund 36%

Derivatives e.g. futures, options, credit-linked notes, CFDs 35%

Private equity funds 31%

Property syndicates

28%

Shares/equity in companies listed on licensed exchanges such as... 15%

Commercial property 11%

10%

Hybrid bonds

Residential property other than your own home - 6%

Corporate/government bonds 4%
KiwiSaver — balanced fund . 3%
KiwiSaver — conservative fund . 3%

2%

Term deposits

H High Risk

45%

Below is a list of different types of investments. How much risk do you associate

bUZZChannel N\ FMA with each of the following investment types?

The art of listening - made simple FINANCIAL MARKETS AUTHORITY

e ————— Base: Alln=1011

The investment types that are least
understood are the ones most associated
with high risk.

Investors are significantly more
knowledgeable about all of the investment
types, compared to the non-investors, and
particularly the high risk investments.

Females and the younger New Zealanders
under 30 years are less knowledgeable
about the high risk investments.
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How much risk do you associate with the below investment types:

Hybrid bonds

Derivatives e.g. futures, options, credit-linked notes, CFDs
Property syndicates

Private equity funds

Shares/equity in a company through equity crowdfunding

Shares/equity in companies listed on licensed exchanges such as...

Corporate/government bonds

Commercial property

KiwiSaver — balanced fund

KiwiSaver — growth fund

KiwiSaver — conservative fund

Residential property other than your own home

Term deposits

Below is a list of different types of investments. How much risk do you associate

35%
33%
23%
22%
21%
18%
17%
16%
15%
12%

Don't know

bUZZChannel \“ F MA with each of the following investment types?

The art of listening - made simple FINANCIAL MARKETS AUTHORITY

Base: Alln=1011

43%

52%

62%

When it comes to investment types, New
Zealanders overall are more knowledgeable
and able to give an opinion about risk level
associated with:

* Term deposits;

* Residential property;

* KiwiSaver funds.

On the other hand New Zealanders are less

knowledgeable overall about:

* Hybrid bonds;

* Derivatives;

*  Property syndicates;

* Private equity funds;

* Shares in a company through equity
crowdfunding.

Males are significantly more knowledgeable

than females about all investment types,

and the risk associated, except for:

* Term deposits;

* Residential property;

* KiwiSaver conservative and balanced
funds.



Appendix
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Confidence by age and gender

I |

18-29 Years 30-39 Years 40-49 Years 50-59 Years 60-69 Years 70 Years and
older

Confidence in New Zealand’s financial markets:
Shows % of total confidence (fairly or very confident)

Gender

62%

| I
ALL

Female

(p How much confidence do you have in New Zealand'’s financial markets? Are you...
buzzchannel “W\\ FMA

Gender Base: Males n=498; Females n=512; ALL n=1011.
The art of listening - made simple FINANCIAL MARKETS AUTHORITY
ISR Age Base: 18-29 n=182; 30-39 n=172; 40-49 n=202; 50-59 n=182; 60-69 n=142; 70+ n=131.




Confidence by ethnicity

Confidence in New Zealand’s financial markets:
Shows % of total confidence (fairly or very confident)

Ethnicity

Pakeha/ NZ Other European Maori Pacific Peoples
European

(Buzzch annel \\\ FMA How much confidence do you have in New Zealand’s financial markets? Are you...

The art of listening - made simple FINANCIAL MARKETS AUTHORITY Ethnicity Base: Pakeha/NZ European n=733; Other European n=97; Maori n=111; Pacific Peoples n=59; Asian n=121; ALL n=1011.
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Confidence by income

Confidence in New Zealand’s financial markets:
Shows % of total confidence (fairly or very confident)

Annual personal income

78980%

70%
s o 62% 62927
61% 6 6
57% 59% 57%
52%
46%

41% 1 41%
I I I0 34% I

ALL

Under $20,000to $50,000to $100,000 Preferred
$20,000 $49,999 $99,999 and over  not to say

B Total Population M Investors = Non-investors

Annual household income

71% /3% 74% T5%

639 0°%
58% oo 60%
52%
. 48%
42% 45%
I I I 38%
31% I

Under $50,000 $50,000 to $100,000to $150,000 and Preferred not

$99,999 $149,999 over to say

M Total Population ®Investors ™ Non-investors

( How much confidence do you have in New Zealand’s financial markets? Are you...
buzzchannel NN FMA ) persondl income Base: Under $20,000 n= 176; $20,000-$49,999 n=258; $50,000-$99,999 n=272; $100,000 and over n=117; ALL n=1011.

The art of listening - made simple FINANCIAL MARKETS AUTHORITY

TEMANA TATA KOKOHOKO - NEW ZEALAND Total Household Income Base: Under 550,000 n=229; 550,000-599,999 n=277; 5100,000-5149,999 n=171; 5150,000 and over n=130.




