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Stashing Cash under the Mattress 
Despite the market hitting record highs, retail investors have dramatically increased their allocation to cash. 

 
Despite the market hitting record highs1, retail investors, 

with investable assets ranging from less than $250,000 to 

more than $1MM, have dramatically increased their 

allocation to cash. Cash allocations have jumped in the past 

two years with the global average rising from 31% in 2012 

to 40% in 2014. In the US, allocations rose from 26% in 

2012 to 36% in 2014.   

This jump was equal across the age spectrum, with 

Millennials (under 33 years old), who are just starting their 

investment lives, increasing their allocations to cash at a 

similar rate as Baby Boomers (49-67 years old), who are 

starting to liquidate assets for retirement income. 

Traditionalist investors (over 67 years old) were 

allocated the highest at 43%, followed by Baby 

Boomers at 41%, Millenials at 40% and Generation 

X (33-48 years old) at 38%.  

 

Investors aren’t able to stomach the volatility they 

perceive to be in play.  Even when the market rises 

triple digits, as it did multiple times in 2013, 

investors seek comfort in cash.  The crisis of 2008 is burned into their memories.  The younger generations 

in particular are wary of investing in what they perceive to be “risky” assets.  Many of these investors 

experienced back-to-back crises and they simply don’t trust the markets.     

 

Country Ranking of Cash Allocation 
  Country Cash % 
1 Japan 57% 
2 Netherlands 55% 
3 Germany 49% 
4 Singapore 46% 
5 Switzerland 45% 
6 Brazil 44% 
7 France 43% 
8 UK 43% 
9 Australia 41% 
10 US 36% 
11 Canada 34% 
12 UAE 33% 
13 Hong Kong 33% 
14 Italy 32% 
15 China 30% 
16 India 26% 
Average 40% 
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When deciding whether to spend or save their income, investors are spending. On average, investors save 

only 22% of their net income and 44% - the largest proportion – goes to cash. However, when asked what 

investors would do if they won a lottery ticket, 85% said they would save the money, while only 15% 

indicated that they would spend the money. 

Buying the Farm – Have Investors Given up on Financial Institutions and is it Affecting Their 
Investment Decisions? 

Investors believe that “buying land or property” was their best investment to date, outranking all other 

investments, including buying equity, fixed income, mutual funds and commodities. Surprisingly, two-thirds 

(66%) believe their best investment to date was entirely their decision. Trust in financial institutions and 

advisors on a relative basis has increased, but it is still strikingly low. In 2012, only 33% of investors agreed 

that financial institutions were more likely to offer products/services in clients’ best interest (versus provider’s 

own best interest), versus 50% today.  Investors clearly have an affinity for the tangible – cash on one hand 

and real estate on the other.    

 
Global Financial Literacy Report card 
 
Investors globally scored barely a D (61%) 

on a financial literacy test administered the 

Center for Applied Research at State Street. 

The US scored 10th out of 16 countries, with 

a 60% score (behind Italy and Brazil).  

Nearly half of investors (45%) don’t know 

the annual return of their investments and 

64% don’t know the annual fees they pay. 

The number one reason cited was: “because 

it’s too difficult to calculate/ find out”. 

 

Fixed Income’s Role in Retirement 
Portfolios 
In another survey produced by State Street 

Global Advisors, State Street’s asset 

management arm, retirement plan 

participants who were surveyed indicated 

fundamental misunderstandings about 

bonds and their role in a retirement portfolio.  

Global Financial Literacy Report Card 

Rank Country Weighted  
Average 

Percentage  
Score 

Grade 

1 Singapore 9.08 70% C 

2 Australia 8.7 67% D 

3 UK 8.56 66% D 

4 Canada 8.5 65% D 

5 Hong Kong 8.27 64% D 

6 China 8.05 62% D 

7 Switzerland 7.95 61% D 

8 Italy 7.89 61% D 

9 Brazil 7.8 60% D 

10 US 7.8 60% D 

11 Japan 7.73 59% F 

12 Germany 7.53 58% F 

13 UAE 7.47 57% F 

14 India 7.45 57% F 

15 Netherlands 7.25 56% F 

16 France 7.1 55% F 

Grand Total 7.98 61% D 
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More than a third of participants indicated that bonds help minimize the impact of inflation, when in fact bond 

returns are highly vulnerable to inflation increases. Additionally, many respondents did not select features of 

bonds that describe their fundamental roles in retirement portfolios.  Roughly half did not choose “lower risk 

than stocks,” six in 10 didn’t choose “better portfolio diversification,” and seven in 10 didn’t choose “reduced 

volatility.” 

Appendix: Asset Allocation Monthly2 
 

Asset Allocation – Monthly 
Asset allocation flow Grand Total   
Cash (Savings/checking account / term 
deposit) 

1,343 44% 

Equities / Stocks 321 14% 
Mutual fund 251 11% 
Bonds / guaranteed life insurance 216 8% 
Other 192 7% 
Gold / silver / other commodities 123 4% 
Currency 118 4% 
Exchange-traded fund 71 3% 
Inflation protection products 59 2% 
Private equity 43 2% 
Hedge funds 26 1% 
Grand Total 2,762 100% 

* 

Footnotes 

1 U.S. stocks closed 2013 with all three major indexes posting gains of more than 26 percent for the year 
2 Please note that monthly asset allocation refers to the break-up of monthly saving/investing budget of 
investors. It is not their actual total asset allocation 


