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Saving patterns in the low-interest-rate setting —

results of the 2016 PHF summer survey
By Philipp Marek

Households in Germany are expecting interest rates to stay low over the relatively
long haul, with many intending to adjust their saving behaviour in response. These
are two of the key findings from the 2016 Panel on Household Finances (PHF)

summer survey.

The outbreak of the global financial crisis in 2008, induced a
long-standing decline in interest rates on savings deposits,
which are now entrenched at a low level. The persistent low-
interest-rate setting was therefore the focal point of the
Bundesbank’s 2016 Panel on Household Finances (PHF) sum-
mer survey. Following an evaluation of the survey, we find
that the protracted spell of low nominal interest rates has
been increasingly impacting on households’ interest rate ex-
pectations: last year, 96.5% of households expected interest
on savings to remain low for at least another year. This con-
trasts with only 65.4% in 2014. On the other hand, the share
of households expecting interest rates to rise within the space
of one year is down from 10% to 3.5%. In 2016, a majority
of households (58%) was even expecting interest rates to
stay entrenched at a low level for at least three more years.
Are these distinct changes in interest rate expectations a sign
that households have also adapted their saving behaviour?

More than twice as many households adjusted their
saving behaviour as in 2014

Nearly half of the households replied yes to the question of
whether the low interest rates would impact on their saving

behaviour. The share of households responding that they
had adjusted their saving behaviour in response to the persis-
tent phase of low interest rates was more than double its
2014 level (23%). Around 36% (15% in 2014) of households
replied that they were saving less or not saving at all anymore
on account of the low interest rates, whereas 16.5% of
households (7.6% in 2014) reported that they were investing
their money differently than before. Only 2% of those sur-
veyed reported that they had increased their saving. What
this indicates is that many households are not trying to make
up for reduced interest income just by increasing their saving.

Interest expectations shaping saving

It appears as if current interest rates are not the only factor
shaping households’ saving patterns. Households’ interest
rate expectations are also a key factor for their savings beha-
viour. 40% of households expecting interest rates to stay low
for more than three years planned on saving less or not sa-
ving at all anymore. By contrast, only 15% of the already-
minuscule group of households (3.5%) expecting interest
rates to go up planned on saving less or not saving at all
anymore.
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Are the low interest rates
impacting on your saving behaviour?

Multiple answers possible

No, my household’s saving RN 20 AN 76.1
behaviour has not changed _ 52.9
Yes, my household is 15.9
saving less or not saving -
at all anymore _ 36.1
Yes, my household | 1.2
is saving more I 2.4
Yes, my household - 7.6
is investing its money
differently - 16.5
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Households' decision to change their saving patterns is like-
wise related to interest rate expectations. Around 17% of
households expecting a protracted period of low interest ra-
tes reported that they invested differently than before. On
the other hand, only 11% of households expecting interest
rates on their savings to rise in the short term intend to
change their saving behaviour.

Changes in saving behaviour also visible in aggregated
figures

The financial accounts likewise show that households have
recently changed their investment behaviour. Between 2014
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and 2016, stocks of long-term savings deposits redeemable
at notice of over three months, for instance, dropped by
more than 30%, whereas the volume of short-term assets
such as sight deposits (including cash) saw an increase of
22%. Households’ insurance claims and capital market in-
vestment likewise both showed inflows between June 2014
and June 2016. Claims on insurers were up by nearly 10%.
Monetary assets invested in equities and mutual fund shares/
units grew by 13% and 17%, respectively, with price move-
ments accounting for around 5 percentage points of each
respective increase.

Moreover, national accounts data show that, between 2014
and 2016, the household saving rate went up slightly, from
9.4% t0 9.8%. At first glance, this appears to run counter to
the findings from the Bundesbank survey. One reason for the
discrepancy, then, could be that the survey did not cover the
extent of saving, and that the aggregate household savings
rate is shaped, in particular, by very wealthy households. The
saving rate could therefore be on the rise even despite a de-
cline in the percentage share of saving households. In additi-
on, there is no firm proof that the surveyed households make
a distinction between present and future saving behaviour.
On top of that, there is also the possibility that the surveyed
households do not regard the build-up of insurance provisi-
ons, capital market investment or repayments (especially for
real estate) as an economic form of saving.

Are the low interest rates impacting on your saving behaviour?
conditional on the household’s interest rate expectations in the 2016 summer interview

Expectation of movements in interest rates on savings from the 2016 summer survey

“Interest rates will rise in

the next 12 months”

Share of the population 3,5%
No, my saving behaviour
75 %
has not changed
Yes, | am now saving less or
. 15 %
not saving at all anymore
Yes, | am saving more 4 %
Yes, | am investing m
Py 1%

money differently

“Interest rates will only
rise in two to three years”

“Interest rates will stay
low for a long time”

38,9 % 57,6 %
58 % 51 %
32 % 40 %
2% 2%
17 % 17 %
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Conclusion:

It follows from the 2016 PHF summer survey that households in Germany are expecting interest rates to remain low over the
relatively long haul and, in comparison to the last survey wave in 2014, are increasingly seeking to adjust their saving behavi-
our. The survey data also show that saving behaviour is being shaped by households’ interest rate expectations. Of those
households expecting interest rates to stay low, more than one-third reported that they were saving less or not saving at all
anymore, whereas only a fraction of these households intend to save more.

The PHF summer survey
Since 2010, the Panel on Household Finances (PHF) has been surveying households resident in Germany on their assets and
debt. The goal is to gain a better picture and understanding of households’ financial situation.

For the PHF summer survey, roughly 5,000 households that had already taken part in the survey were asked to complete a
short questionnaire in writing. A total of 2,816 households responded to the summer survey, representing 56% of households
contacted. Most of the questions contained in the survey concern expectations and behaviour, in an attempt to capture, in
particular, the impact of the protracted low-interest-rate setting on households’ decisions.

Further information on the methodology and background of the PHF survey can be found under www.bundesbank.de/phf-research.
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I News from the Research Centre

“Stock Price Booms and Expected Capital Gains” by Klaus  Events:
Adam (Mannheim), Johannes Beutel (Bundesbank) and 12 =13 June 2017
Albert Marcet (Barcelona) will be published in the American ~ "Regulating Financial Markets”
Economic Review.
13 =14 June 2017
“Frontiers in Central Banking — Past, Present and Future”
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