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AFFLUENT AUSTRALIANSTAKE HIT FROM FINANCIAL CRISIS
BUT PLAN TO KEEP INVESTING, SAYSHSBC RESEARCH

Half of Australia’s affluent individuals have seeir net worth fall in the last six months, acdogdto the new

HSBC Affluent Asia Tracker, but their desire to gdavesting continues apace.

The HSBC Affluent Asia Tracker was conducted acsesgen key markets (Australia, Singapore, Indian&h
Japan, Malaysia and Taiwan) and gauged the viewsood than 1,500 affluent individuals aged 30-5&hmtop

10 per cent of the population by income or liqusdets.

According to Graham Heunis, head of personal firrservices at HSBC Bank in Australia: “This resda
reveals that the net worth of affluent Australilas been depleted by the global financial crisis as a result,
they have become more cautious in their spenditigeinast six months — but their appetite for riskains. In
the next six months, property and market-basedsinvents are their key strategies for wealth geimaratvhile

their motivation for getting richer in the long rigndriven by the desire to support their retiretraard lifestyle.”

This is in contrast with the other countries in tbgion, where family is the key driver for growingalth. Many
affluent individuals in Asia maintained or incredgskeir net worth in the last six months and thayehalso
become cautious spenders, except when it comesriidyf Investing in their children’s education ip@ority and

more of their income is spent supporting childred parents.

Impact of financial crisison affluent Australians
Thirty-six per cent of wealthy Australians surveysy they have seen their net worth fall by up ¢marter in
the last six months, another 11 per cent sawshgld by between 25 and 50 per cent and two petbgenbre

than half. Only one in five affluent Australiansstheir wealth increase in the last half year.

“Despite these setbacks,” Mr Heunis said, “Australiaffluent have stuck with their investments # have
made no change to their portfolios in the pastsixaths but importantly, almost a quarter made aufdit

investments, demonstrating a clear desire to irdespite economic uncertainty.”

By comparison, results from other countries shothed in the last six months:

- 75 per cent of mainland China’s affluent said th&jintained or increased their wealth.

- In Malaysia, as many of the wealthy saw their nettiwgrow (35%) as contract.

- A significant number in India and Japan (both 44%i}jl they posted net declines in wealth, with Aal&n
losses exceeded only by the declines in Taiwan J%i¥d Singapore (56%).

- Around a third of the wealthy in mainland China%@7 Singapore (27%), India (30%) and Malaysia (36%)
increased their investments while 43% of thosediw&n sold their investments in favour of cash.

- 37% of mainland China'’s rich diversified their imtments during the last six months.
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In the short term, Australia’s affluent have shdwaightened caution in their spending, with ovef bithem
(57 %) saying they have been more wary with theémsling compared to six months ago. Luxury itents an
major purchases have been the biggest sacrifiéé)&bllowed by dining out (78%) and 41 per cerd aow
undertaking less personal travel. But getting tble to use public transport remains elusive in fal&, with

only 12 per cent hopping on a bus or train to sagaeey.

Key spending cuts regionally:

- In China, 59 per cent of respondents are using moipéc transport, along with 40 per cent in Indig,per
cent in Taiwan and 30 per cent in Singapore.

- Luxury items and big ticket purchases were the fode cut in all markets surveyed, followed clpdsy

reduced spending on dining out.

Whereto now?
Despite growing parsimony among wealthy Australi@nihe short term, their risk appetite has beérdegely
unaffected when it comes to investing in their fatBixty-nine per cent said their propensity fek remained

moderate compared with 72 per cent six months ago.

In terms of their strategies for growing wealth,p# cent of affluent Australians surveyed saig tiveuld buy
local property in the next six months with almosinaany (36%) planning to put money into stocksgfuand
bonds. Almost a quarter (24%) will focus on puttoash aside, starting a savings plan in the ngxnsnths.

Twenty-three per cent will take their chance onldteery.

Elsewhere in the region:

- Stocks, funds and bonds were the primary strategwéalth creation in Taiwan (63%), Malaysia (61%),
China (60%) and Singapore (59%).

- Cash was king in India, where 58 per cent of thalthig will focus on savings in the next six months,
followed by 55 per cent investing in stocks, fuads bonds. Forty-one per cent (exceeding Austsadia
per cent) also plan to invest in property.

- Precious commodities were seen as sound investimeimdia and China, where 30 per cent and 24 pet

of respondents respectively planned investmentisisncategory in the next six months.

Motivationsfor growing wealth

Providing a comfortable life for family is the keyiver to growing wealth in all the markets surveéyeexcept in
Australia where supporting retirement is the topldor two thirds (65%) of our wealthy. Living thight
lifestyle was also an incentive for over half (5§ @bAustralia’s affluent, with 34 per cent citithgiying or
paying off their own home as their motivation. Alsha third (30%) of Australia’s wealthy are investifor an

early retirement.
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Mr Heunis said: “Although a large number of Ausaa affluent aim to provide their family with amdortable
life, family priorities for the region, such as fling children’s education and supporting parert short in
Australia, highlighting the cultural differencestWween Australia and other parts of Asia. Austradiarere also
least likely in the region to send their childrareseas to study with 96 per cent saying they havglans to do

SO.

“Interestingly, while travel was a motivation forogvth in wealth for a quarter of Australian respent$, the
majority, some 69 per cent of them, professed tention to work or study overseas, the highest antba

countries surveyed, with only 15 per cent consitgii,” Heunis said.

The survey also asked respondents how much retitemsome they would need — Australians cited tighdst

amount at an average of US$1.4 million.

By contrast:

- Family comfort was the stand out motivation for kegrowth in all other markets.

- Over a third of respondents in all markets excapad and Australia saw funding their children’sadion
as a priority — India (43%), Malaysia (42%), Taiw@6%), China (35%) and Taiwan (33%)

- Supporting parents was a priority for over 10 partof respondents in all markets except Austiaaticd
Japan

- The majority of the affluent in mainland China (8R%alaysia (75%) and India (70%) plan to sendrthei
children overseas to study, compared to half gfaedents in Taiwan (50%) and Singapore (46%). Qiily
per cent of Japanese and four per cent of Austialiave such plans.

- Singapore’s affluent followed Australia in termsesitimated retirement income, saying they needed an
average of US$884,000. This compared with US$3®6ii00apan, US$256,000 in mainland China,
US$561,000 in Taiwan and US$571,000 in Malaysidiaims reported the lowest amount at US$152,000.
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Notes to editors

HSBC Bank Australia

In Australia, the HSBC Group offers an extensivegeaof financial services through a network of 8&nghes and offices.
These services include personal and commercialdinbservices, financial planning, trade finartceasury and financial
markets, payments and cash management and sexatitndy. Principal HSBC Group members operatiriuistralia
include HSBC Bank Australia Limited (ABN 48 006 4382) and The Hongkong and Shanghai Banking CotiporéABN
65 117 925 970). HSBC is marketed worldwide asvtlbeld's local bank'.
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