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Investor confidence in fund managers dives

September 16, 2009 - 4:19PM

Almost one in four superannuants are considering switching funds because of poor returns since the global financial crisis
began last year, a survey finds.

The survey, of 5,600 investors by independent researcher Investment Trends, also found that 54 per cent of respondents no
longer trusted their fund managers and would rather invest their savings themselves.

Investment Trends principal Mark Johnston said investors were blaming all financial service companies for their poor
returns rather than channelling the problem towards the Wall Street investment banks that began the global financial crisis.

"The problem is that many investors ... don't necessarily distinguish between greedy Wall Street investment bankers and
local fund managers," he said.

Fifty-four per cent of investors preferred to invest directly, up from 48 per cent in November 2008, the survey found.

The survey also found that 24 per cent of retail super fund members were looking to switch funds, up from 17 per cent in
November.

Mr Johnston said the results reflected a loss of trust in the managed fund industry.

Investors older than 65 years distrusted investment managers the most (62 per cent), compared with 35 per cent of investors
under 30 years.

Among industry super fund members, the proportion considering switching funds in July this year almost doubled to 15 per
cent, compared with November 2008.

Of those superannuation investors now thinking of switching funds, almost one third said they would not consult anyone
over the decision.

Mr Johnston said the lack of consultation reflected a broad decline in the influence of financial planners.

He said there was also a 34 percentage point drop in the proportion of investors who said advice from financial planners
held the greatest influence over their investment decisions.

Mr Johnston said the superannuation industry had room for improvement as 60 per cent of investors surveyed reported they
were hungry for more information about the effect of the financial crisis on their investments.

The biggest information gaps were about what investors should do next and how managed funds were responding to the
global financial crisis.

Over the year to July 31 super funds lost 8.64 per cent of their value as share prices tanked under the onslaught of the
financial crisis, research firm SuperRatings has said.

Over the five years to July 31, the super funds returned five per cent a year.
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