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PRODUCT TRENDS REMAINED LARGELY
INTACT IN 2021

>>

 nnual retail inflows in 2021 were £43.5 billion,
A
exceeding the 2020 inflow of £30.8 billion and rank
only behind the record inflow of £48.6 billion in 2017.

>>

>>

C
 ontinuity in key product trends was largely
maintained, including high sales to globally
diversified equity funds and the strong drive to
sustainable and responsible investment.

U
 K investor funds under management rose to a
record £1.59 trillion by the end of 2020, up 11%
from £1.44 trillion at the end of 2020.

>>

A
 ctively managed funds continued their pandemic
era popularity through 2021, recording net retail
sales of £25.3 billion and outselling index trackers
for the first time since 2017. Sales to index trackers
were constant at just over £18 billion for the third
year in a row.

>>

 et retail sales of £13.4 billion to globally diversified
N
funds dominated equity inflows, which totalled
£14.9 billion. Robust net sales combined with strong
performance in global equity markets, especially in
the US, to take overseas equity allocations to a new
high of 40% of UK investor assets.

>>

I nvestor sentiment towards UK equities remained
very weak and UK equity funds saw a record outflow
of £5.3 billion in 2021, up from £2.8 billion in 2020.

>>

I nflows to fixed income funds were £11.5 billion
in 2021, up from £8.0 billion in 2020 following the
record March 2020 outflow from fixed income of
£7.5 billion.

>>

U
 K fund platforms remained the dominant channel
for inflows with £28 billion in net retail sales, the
highest annual inflow recorded through the channel
and up 70% on 2020.

>> The period post the Global Financial Crisis saw low

interest rates and accommodative monetary policy,
which overall benefited capital market performance
and fund sales. The era of low interest rates is at an
end in the near term as in 2022, Central Banks are
raising interest rates to combat runaway inflation.
As markets have fallen, outflows in H1 stand at
£12 billion.

>> The retail fund market faces three core challenges

in a higher interest rate, high inflation environment:
• An increasingly difficult environment for
investment performance, particularly for
equities, leading to lower returns compared
with those seen over the last decade.
• A reduced capacity for investors to save at all
as a result of the rise in cost of living.
• An increase in interest rates filtering
through to higher rates on cash savings
products could make them more appealing,
particularly if investment performance is
volatile.

>> There are a number of ways that the industry

can support retail investors through this
challenging period including strengthening
consumer understanding through good investor
communications and disclosure.
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RESPONSIBLE INVESTMENT SURGE
CONTINUES

UK VS EU DOMICILED FUNDS UNDER
MANAGEMENT

>>

I nvestors continued to show a strong preference for
responsible investment funds in 2021, maintaining
the 2020 trend. Retail inflows were £16 billion and
remained stable, despite more adverse performance
conditions as fossil fuel prices rose towards the end
of the year.

>>

>>

In 2021, UK domiciled funds remain the highest
proportion of UK investor FUM at 85% or £1.4
trillion but this is down from 91% in 2015. Irish
domiciled funds (excluding ETFs) now account for
11% of total UK investor FUM up from 5% in 2015
and Luxembourg domiciled funds have maintained
a consistent level of circa 4%.

F
 unds under management in responsible
investment funds grew by £34 billion to £89
billion, a 62% increase. Their share of funds under
management reached 5.6% by the end of 2021,
up from a 3.8% share of FUM at the end of 2020.

>>

A
 ssets in UCITS and AIFS domiciled in the UK
have grown by 43% over the last 5 years reaching
€2.1 trillion. Growth in assets domiciled in Ireland
has significantly outpaced the UK at 95% over the
same period and Luxembourg domiciled assets
have grown by 58%. Maintaining and increasing
the UK’s competitiveness as a domicile remains a
critical focus.

>> The number of funds in IA data with responsible
investment characteristics grew 37% to 301
through 2021.
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This chapter focuses on UK retail investor behaviour
looking at long and near-term trends in net sales
to both UK and overseas domiciled funds. It also
examines the factors affecting growth in funds under
management.
The impact and aftermath of the pandemic remain
a focus of our retail fund market analysis. We pay
particular attention to rising inflation and the impact
of monetary policy since the Global Financial Crisis on
market performance and fund flows. We also look at
a range of long-term trends, including sales to index
trackers and the growth of responsible and sustainable
investment funds. This year we have included
additional analysis on fund market concentration and
on sales to UK and overseas fund types as the Brexit
transition period ends and overseas funds operate
under the temporary permissions regime.

Growth in funds under management followed a
broadly upwards trend through 2021, maintaining the
momentum established at the end of 2020 as capital
markets surged in the wake of successful Covid-19
vaccines trials. Growth in FUM was particularly strong
early in the year, driven by a combination of asset
appreciation and strong sales. Economic re-opening
following vaccine rollouts triggered a ‘bounce-back’
effect on the major stock markets as previously
restricted economic activity resumed, boosting asset
valuations. At the same time, savers looked to deploy
excess savings accumulated through lockdown. The
rate of FUM growth slowed towards the end of 2021
as concerns began to mount over rising inflation and
as supply chains and logistics operations struggled to
keep up with rebounding economic activity, weakening
asset valuations (see Chart 36).

CHART 36: UK INVESTOR FUM THROUGH 2021

UK INVESTOR FUNDS UNDER
MANAGEMENT
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2021 ended with UK investor funds under management
at a record £1.59 trillion, up 11% from £1.44 trillion at
the close of 2020 (see Chart 35).
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CHART 35: TOTAL INDUSTRY FUNDS UNDER MANAGEMENT
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Chart 37 shows the FUM of the asset management
industry from 1980 – 2021, illustrating the relative
contributions to growth from net sales (retail and
institutional) and asset appreciation. As demonstrated
by the chart, much of the growth in industry FUM over
the past decade has been driven by asset appreciation
during an era of expansionary monetary policy, defined
by low interest rates and the purchase of debt by
central banks through the process of quantitative
easing. Following the Global Financial Crisis, interest
rates were cut to near zero and this has helped to
substantially increase the valuations of companies
in high growth industries such as technology that are
evaluated based on future earnings potential. Aside
from a £5.1 billion outflow in 2018, net sales have been
positive throughout the past decade.
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CHART 37: DRIVERS OF INDUSTRY GROWTH (1980-2021)
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Chart 38 shows the long-term trend in asset allocation.
The most notable trend is the longstanding decline
in the share of assets in UK equity. From 38.1% of
FUM in 2006, the share of assets in UK equities has
dropped to 13.4% by the end of 2021. Year on year
there has been little change, however as the UK equity
share has held steady from 2020. This follows a sharp
drop during 2020 from 17.0% to 13.5%. During 2020,
UK equity performance was slower to recover value
after the March 2020 correction than other developed
markets (especially the US) as dividend incomes, a key
part of the return offered by UK equities, were cut or
suspended.
Overall, equity allocations continued to climb through
2021 driven by overseas equity which rose to 40.0%,
making for a third year of growth in asset share. While
sales have been strong to overseas equity over recent
years, asset appreciation has been key to growth
following strong equity performance.

During 2021, asset appreciation reached £118 billion,
second only to £157 billion in 2019, following a fall
in asset prices at the close of 2018, which proved
temporary and boosted performance in 2019 as prices
recovered.
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LONG-TERM ASSET ALLOCATION

The proportion of assets within the ‘Other’ category has
remained broadly stable over recent years, the overall
allocation masks a shift from Targeted Absolute Return
(TAR) to Volatility Managed, which overtook TAR as the
largest share of assets within ‘Other’ during 2021.
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CHART 38: FUM BY ASSET CLASS (2006-2021)

1,200
1,000

100%

800

90%

30%
20%

Overseas Equity
Mixed Asset

UK Equity
Other

2021

2020

2019

2018

2017

2016

2015

2014

2013

2012

2011

2010

2009

0%

2008

10%
2007

2020

2018

2016

2014

2012

2010

2008

2006

2004

40%

2006

Industry funds under management
Net Sales
Asset appreciation

2002

2000

1998

1996

1994

1992

1990

1988

50%
1986

60%

0

1984

70%

200
1982

80%

400

1980

600

Fixed Income

65

5

£bn

Brexit
referendum

Credit crisis

60

COVID 19

7%
6%

40

5%

30

4%
3%

20

2%

10

1%
0%

Net retail sales

% (RH)

IN 2008
NET SALES DROPPED TO

£4.8bn
43% OF THE INFLOWS
IN 2007

2021

2020

2019

2018

2017

2016

2015

2014

2013

2012

2011

2010

0

At the beginning of the pandemic in March 2020,
a record monthly outflow of £9.7 billion (see Chart
40) occurred as markets experienced a correction.
However, strong fiscal and monetary policy stimulus
helped drive a rapid return to growth in valuations
and maintained confidence in markets. Strong inflows
through the rest of the year, culminating in a record
£8.3 billion in November helped take inflows for 2020
to £30.8 billion. In 2021, annual net retail sales were
even higher at £43.5 billion.
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2016 saw inflows drop to £7.2 billion, again 43% of
the previous year, as investors responded to the Brexit
referendum. This was followed by record inflows of
£46.8 billion in 2017 as sentiment recovered, aided by
inflows resulting from pension freedoms and the DB
pension transfer market.

CHART 39: TOTAL NET RETAIL SALES AND NET RETAIL
SALES AS A PERCENTAGE OF FUM (2006-2021)
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As illustrated by Chart 39, both the GFC and the Brexit
referendum result let to a year of depressed sales,
followed by a rebound. In 2008 net sales dropped to
£4.8 billion, 43% of the inflows in 2007. 2009 and 2010
then both saw inflows in the region of £30 billion as
investors adjusted to the post GFC low interest rate
environment, which helped markets to recover and
made cash saving unattractive.

2007

Over the longer term, the funds industry has seen
volatile flows from year to year as markets and
investors are influenced by external events. The most
notable within the last 15 years have been the Global
Financial Crisis (GFC), the Brexit referendum and the
Covid-19 pandemic.

Chart 39 also looks at sales as a proportion of industry
size. The strong sales of 2009 and 2010 were lower in
absolute terms than 2020/2021 but more significant
as a proportion of industry FUM. In 2009, inflows to a
smaller funds market reached 9% of the total FUM,
while in 2021, inflows were 3% of FUM.

2006

LONG-TERM SALES TREND
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NET RETAIL SALES THROUGH 2021
In the context of historic fund flows, net retail sales
in 2021 of £43.5 billion mark an extremely strong
year, second only to the record inflows of £48.6 billion
observed in 2017. Inflows were especially strong in the
first half of the year seeing net retail sales of £24.3
billion, maintaining the momentum from November
2020 as markets rose following the development of
vaccines against Covid-19. This is the highest recorded
inflow for the first six months of any year that the IA
has recorded. Rising markets coupled with excess
lockdown savings helped to drive a strong ISA season
for funds and the highest monthly inflows in 2021 were
seen in March and April.

Chart 41 shows the quarterly level of deposits by
households through 2020 and 2021, highlighting the
role of lockdowns in driving elevated savings rates that
have likely boosted fund sales. As lockdown restrictions
slowly lifted, deposit rates dropped to their lowest level
in two years. The final quarter of 2021 saw inflows of
£13 billion which is less than a quarter of the peak in
net retail sales seen in Q2 2020 of £57 billion.

CHART 41: QUARTERLY MONEY FLOW TO DEPOSITS
HELD BY UK BANKS AND BUILDING SOCIETIES
(Q1 2020 - Q4 2021)
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The strong first half for sales was followed by a decline
in activity towards the end of the year as concerns grew
over inflation, which reached 5.4% (UK annual CPI) by
the end of 2021. As Chart 40 shows, inflows fell across
the major asset classes amidst a more uncertain
economic outlook and a debate over transitory or
persistent inflation.
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CHART 40: MONTHLY NET RETAIL SALES BY ASSET CLASS
(JAN 2020 - DEC 2021)
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INFLATION: DRIVERS AND THE
IMPLICATIONS FOR THE FUND MARKET
Financial markets and investors became increasingly
concerned about the impact of rising inflation through
2021 on the economic outlook and on capital markets.
As economic activity rebounded following the easing
of Covid-19 restrictions at the beginning of the year,
inflation began to climb as supply chains struggled to
cope with a surge in pent up demand. Uneven speeds
of reopening in global supply networks combined
with congestion in ports to dislocate supply chains.
Additionally, a recovery in oil prices increased energy
and transport costs. Initial hopes that inflation would
prove transitory faded as inflation continued to climb
through the year. UK inflation rose to 5.4% by the end of
2021, while in the USA it reached 7.0%.
Chart 42 takes the trend in US inflation, as the largest
global economy, forward to June 2022 when annual
inflation reached 9.1%. This is plotted against the
Federal Reserve’s effective funds rate showing the
magnitude of the Central Bank’s response to inflation
over periods of significant inflation in the last 70 years.
In 2022, further pressure on commodity prices followed
the Russian invasion of Ukraine at the end of February,
and the restrictions on access to natural gas caused

the price of wholesale gas to rise by 160% in the first
half of the year. This put an end to any remaining hopes
that inflation would prove short lived. As shown, the
9.1% inflation by the end of June places inflation rates
at their highest since the beginning of the 1980s, when
the US Federal Reserve under Paul Volcker raised
interest rates to almost 20% to break the inflationary
cycle of the 1970s. In comparison, in 2022 interest
rates remain low in a historic context but not in
comparison with the years since the GFC. The Fed tried
to raise rates gradually between 2017 and 2018 but
this contributed to a significant market correction in
Q4 2018 and the Fed shifted its stance. The pandemic
caused rates to be cut further in March 2020 before
the new cycle of rate rises was introduced in 2022 in
response to rising inflation. The chart shows the speed
and strength of rate rises in 2022.

CHART 42: US INTEREST RATES AND CONSUMER PRICE
INDEX (JULY 1954 - JUNE 2022)
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INFLATION, INTEREST RATES AND NET RETAIL
SALES IN 2022
Chart 43 shows that the impact of the Fed’s interest
rate rises contributed to one of the highest quarterly
outflows from UK retail funds of £5.6 billion. Tightening
monetary policy, alongside tensions between the USA
and China under the Trump administration, helped to
trigger a downturn in markets in the final quarter of
2018 as the MSCI World fell by 10% over the quarter,
and investors withdrew £5.6 billion from funds.
Ultimately the US Federal Reserve reversed the
programme of rate rises in 2019 and suspended their
quantitative tightening program in a bid to stabilise
capital markets.
In 2022, we see interest rate rises not only from the
Fed but also the Bank of England. The funds industry
has seen two consecutive quarters of high outflows, of
£7.1 billion in Q1 and £4.8 billion in Q2 2022. Markets,
including the S&P 500 and the Nasdaq, dropped 11%
and 21% in sterling terms through the first half of 2022.
As a result of rapidly rising inflation, Central Banks
have to maintain the course of raising rates, which
stops them from easing the pressure on markets.

CHART 43: QUARTERLY NET RETAIL SALES
(Q1 2007 - Q2 2022)
£bn
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As monetary policy has tightened, and inflation
has increasingly hit consumers spending capacity,
expectations have risen that developed economies
will enter a period of recession as economies adjust.
It is likely that the ultra-low interest rates of the last
10 years are at an end, at least in the medium term.
At the time of writing, the UK base rate has been raised
to 1.75% and the BoE anticipates that the base rate
will be 3% by 2023 to keep inflation in check. US rate
rises are likely to be of a similar magnitude.
The retail funds market faces three main challenges
that could cause reduced annual inflows:

• A n increasingly difficult environment for investment
performance, particularly for equities, leading to
lower returns compared to those seen over the last
decade.

• A reduced capacity for investors to save at all as a
result of the rise in cost of living.

• A n increase in interest rates filtering through to

higher rates on cash savings products will make
them more appealing, especially if there is also a
desire to minimise the volatility of investments in
less certain times.

That said, the changing market cycle presents
new opportunities: funds investing in undervalued
companies with good current cashflows will perform
better; as interest rates rise, new bond investors will
benefit from higher fixed interest rates and investors
seeking income can look again to bonds as bond yields
increase after a long period of very low yields.
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RESPONSIBLE AND SUSTAINABLE
INVESTMENT
2021 saw rapid growth of funds under management
within funds with Responsible Investment (RI)
characteristics, continuing the trend observed in 2020.
Funds under management rose by £34 billion over the
year to £89 billion at the end of 2021. As illustrated by
Chart 44, a 62% increase in FUM outpaces the growth
of the funds industry as a whole and takes the share of
RI FUM to 5.6%.
Sales have been a key component of growth in RI
FUM over 2021. Net retail inflows were £16.0 billion
or a third of retail inflows for the year. The remaining
growth in FUM comes from a combination of asset
appreciation and the entry of new funds. The number
of funds in IA data rose 37% from 219 to 301 between
2020 and 2021. Responsible and sustainable
investment is a key area for fund launches but the
rise also represents the ‘greening’ of existing funds to
include sustainable investment policies or objectives.

CHART 44: RESPONSIBLE INVESTMENT FUM (2020-2021)
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WHAT IS INCLUDED IN IA
RESPONSIBLE INVESTMENT
DATA?
The Responsible Investment data presented
here is defined according to the IA responsible
investment framework as funds that have an
investment policy/objective with one or more of
the following components:

• F und specific exclusions – prohibition

of certain investments beyond any firm
level policy, and beyond a prohibition on
controversial weapons.

• S ustainability Focus – An investment policy

with sustainability criteria as a core part of the
investment approach.

• Impact Investing – Investment made with the

intention of generating a measurable positive
social and/or environmental impact.

Funds employing ESG integration and/
or stewardship alone without one of the
components listed above are not included in IA RI
data. Funds included within this data are those
identified by managers as meeting the above
criteria, with verification conducted by the IA.

INVESTMENT MANAGEMENT SURVEY 2021-22 | UK RETAIL MARKET

RI funds continue to be dominated by equities. 61% of
FUM in RI funds sits within equity funds, contrasting
with 53% of FUM in equity funds for the wider industry.
Fixed income funds, representing 13% of RI FUM, are
underrepresented compared with the overall industry
where fixed income funds make up 18% of FUM.
However funds applying exclusions match the industry
figure of 18%. For sustainability focus funds, there is
a tilt towards mixed asset funds, which make up 24%.
So far, impact funds are concentrated overwhelmingly
(86%) in equity, with 9% investing in fixed income.

CHART 45: RESPONSIBLE INVESTMENT FUM BY ASSET
CLASS AND COMPONENT IN DECEMBER 2021
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Responsible Investment funds throughout 2021, split
out by asset class. Flows to RI funds show remarkable
consistency through 2021, with a roughly even
distribution of the £16 billion through the quarters. The
February outflow was concentrated to a small number
of funds operating exclusions and is more likely driven
by the type of the assets the funds were investing
in, than investor sentiment towards responsible
investment. The continued popularity of RI funds with
investors was not affected by performance constraints
at the end of the year. As fossil fuel and commodities
prices rose, the energy and mining sectors performed
well and many RI funds exclude this type of company.
The continuation of strong sales to RI funds also
contrasts with lower overall sales in Q4.

CHART 46: RESPONSIBLE INVESTMENT NET RETAIL SALES
BY ASSET CLASS (2020-2021)
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INDEX TRACKING FUNDS

FUM IN INDEX TRACKERS

In Chart 47, we compare net retail sales of active
and index tracker funds since 2012. 2021 witnessed
a resurgence in flows to actively managed funds.
However, sales to index funds did not diminish. Of the
£43.6 billion net retail inflow in 2021, £25.3 billion went
to actively managed funds, while £18.3 went to index
trackers, making 2021 the first year since 2017 that
actively managed funds outsold trackers.

FUM in trackers reached a new high of £298 billion
by the end of 2021, taking these funds to 19% of total
industry FUM, a 1% increase on 2020. This is a two and
a half times increase on the 7% in index trackers at the
end of 2011. The data does not include assets within
ETFs, which remain primarily index trackers and Chart
48 therefore likely underestimates the overall growth of
index tracking strategies. Index tracking funds have a
larger share of UK investor FUM than in Europe, where
index funds account for 8% of total assets in long-term
UCITS funds. ETFs have an 11% share of total assets
across Europe.20

Index fund sales have shown a high level of consistency
over recent years, with annual inflows remaining
steadily around £18 billion since 2019 and index
tracking funds have recorded inflows every month
since July 2016.
Actively managed funds, by contrast, have shown
quarter-on-quarter flows volatility, with outflows
throughout 2019 turning to inflow from Q2 2020 during
the pandemic.

CHART 48: ACTIVE FUNDS AND TRACKER FUNDS AS A
PROPORTION OF TOTAL FUM (2006-2021)
100%
80%

CHART 47: NET RETAIL SALES TO ACTIVE AND INDEX
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Chart 49 shows the sales to index trackers by index
investment type:

• G lobal equities were the best-selling asset category

for index tracking funds in 2021. Net sales grew
from £4.8 billion in 2020 to £6.7 billion in 2021. In
contrast, regional equity trackers all saw a decline in
net sales through 2021.

• N orth American index trackers experienced outflows

20

EFAMA Fact Book 2022, page 15.
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of just over £1.0 billion, contrasting with a £2.0
billion inflow in 2020. This is in spite of the Russell
3000 returning 27% over 2021. Investors may have
anticipated that the US stock market rally would
fade earlier than it did.

•

U
 K equity index trackers remained in inflow through
2021, with net retail sales of £490 million. This runs
counter to the record outflow from UK equity funds
overall of £5.3 billion. UK equities are broadly out
of favour with investors but an inflow via trackers
illustrates that investors preferred lower cost
allocations in 2021.

• M ixed asset trackers saw sales grow to £5.6 billion.
This is up from £4.8 billion in 2020 when mixed
asset trackers outsold equity trackers. Mixed asset
trackers are frequently funds of funds.

• F ollowing a decline in sales to fixed income trackers
in 2020, these funds returned to sales growth
through 2021, with a record £5.7 billion in net retail
sales.

SALES TRENDS BY ASSET CLASS
LONG-TERM EQUITY FLOWS
UK investors have demonstrated a consistent appetite
for globally diversified equity funds over the past
decade. Flows of £42 billion to globally diversified
funds in the last 10 years, compare with sales of £57
billion to equity funds overall. Chart 50 shows that the
preference for global diversification was especially
acute in 2021 with net retail sales of £13.4 billion.

CHART 50: EQUITY FUNDS, NET RETAIL SALES BY REGION
(2011-2021)
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CHART 49: NET RETAIL SALES OF TRACKER FUNDS BY
INDEX INVESTMENT TYPE (2011-2021)
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The other prominent trend has been the post 2016
outflow from UK equity funds, accelerating to its
highest level in 2021 with a £5.3 billion outflow. From
2016, when the Brexit referendum result was returned,
to the end of 2021, UK investors withdrew a combined
£22 billion. The prolonged uncertainty around Brexit
negotiations and eventual economic impact of Brexit
has clouded the outlook for the UK economy. Outflows
from UK equity funds also reflect the ongoing erosion
of home bias towards the domestic market as investors
have built increasingly global portfolios.
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EQUITY MARKET PERFORMANCE IN 2021

SALES TO EQUITIES

The performance of equity markets is a key factor
affecting the trend in sales to equity funds. Equity
markets, especially in developed markets, saw strong
performance through most of 2021 as the lifting of
pandemic restrictions helped to drive growth and
improved the outlook for economies. Chart 51 shows
the capital or price return of the major indices. The US
Russell 3000 index saw the highest returns through
2021 of 25%. The UK’s FTSE All Share index returned
15% in 2021 and showed similar returns to the MSCI
Europe ex UK at 15%. Overall, the MSCI World returned
20% in 2021.

Boosted by strong performance in most of the major
capital markets through 2021, Equities remained the
top selling asset class for a second year. Net retail
sales of £14.9 billion were up from £10.4 billion in
2020. Sales to equity funds were especially strong in
the second quarter with a £6.3 billion inflow. Inflows
remained strong over summer but faded towards the
end of the year as concerns began to mount about the
impact of persistently high inflation on the economy.

The MSCI China index experienced the sharpest
contraction of the major indices, down by 22% over
the year. The Chinese government tightened regulation
on technology firms and took an increasingly hawkish
stance towards foreign investment in 2021. China’s
GDP growth was dampened further by a slowdown
in growth in the housing sector and Evergrande, one
of the largest Chinese house builders, defaulted.
The underperformance of China helped drive flat
performance for Asia Pacific as a whole through the
second half of 2021.

Chart 52 illustrates the uneven distribution of equity
inflows. Investors largely favoured globally diversified
funds while regional equities have seen only pockets of
inflow.

CHART 52: MONTHLY NET RETAIL SALES BY EQUITY
REGION (JAN 2020 - DEC 2021)
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Global: The long-term investor preference for globally
diversified funds remained consistent throughout
2021 with inflows in every month of the year and
an aggregate inflow of £13.4 billion. The economic
recovery from Covid-19 followed different paths
and timescales through 2021 and by investing in
geographically diversified funds, investors were able to
mitigate some of the risk of dislocated supply chains
and an uneven pace of recovery in different countries. A
significant (£7.4 billion) driver of global equity sales has
been the growth of responsible investing, where fund
managers invest in companies using a sustainability
lens rather than focusing on a specific equity region.
Asia: The early success of Asian countries in controlling
the Covid-19 pandemic led to a relative openness in
the regions’ economies at the start of 2021, helping
to attract strong sales to Asian equity funds. Inflows
slowed as vaccine rollouts allowed economic reopenings in other regions and hopes faded for a
marked improvement in Sino-US relations following
Joe Biden’s election at the end of 2020. The second
half of 2021 saw outflows from Asian equity funds as
investors grew increasingly cautious in the wake of
a series of regulatory crackdowns in China. Despite
outflows of £188 million in the second half of the year,
Asian equity funds received just under £1.0 billion in
inflows through 2021.
Funds in the newly launched India sector returned an
average of 29% over the year, driven by a combination
of economic growth, government stimulus and a shift
in focus away from China. Investor interest in these
funds was limited, however, at a £26 million inflow for
the year.
Europe: Initial delays to the vaccine procurement and
roll out caused European economies to lag behind
other developed markets in the recovery from the
economic side effects of Covid-19. Investors withdrew
£837 million from European equity funds through the
first quarter. As access to vaccine supplies improved
and European economies re-opened, European equity
funds did see inflows over the summer, recovering
some of the Q1 losses to end the year on a £305 million
outflow.

North America: North American equity funds saw
investors withdraw £863 million in 2021, the first
annual outflow since a £350 million outflow in 2016.
This is in spite of strong market performance. Sharp
outflows in the first quarter were concentrated to
a small number of funds, suggesting an allocation
decision, potentially to another investment vehicle
such as a mandate or ETF. North American equities
saw inflows through spring and summer, with investors
benefitting from the bounce back as economic
restrictions were lifted. Flows turned negative in
the final quarter of 2021, as concerns mounted
over inflation in the USA, supply constraints,
and a tightening labour market. Investors withdrew
£244 million from North American equity funds in
the final quarter.
UK: Outflows continued from UK equity funds, rising
from £2.8 billion in 2020 to £5.3 billion in 2021. The
outflows in 2021 are the highest recorded in IA data,
exceeding the £4.9 billion outflow in 2016 in the
aftermath of the Brexit referendum result. This is in
spite of decent FTSE All-share performance of 15% in
2021 and continues the long-term trend to reducing
allocations to UK equities.
Chart 53 shows net retail sales to the three UK equity
sectors. Outflows early in 2021 were dominated by
the UK Equity Income sector, continuing the pattern
of flows seen in 2020, when widespread dividend
suspensions hit equity income funds. The strong initial
vaccine rollout in the UK boosted investor confidence
in the domestic economy, helping to drive inflows of
£747 million to the UK Smaller Companies sector in the
first half of 2021. The UK Smaller Companies sector
typically has higher exposure to domestically focused
companies. This is in contrast to the UK All Companies
sector with higher exposure to multinational firms
headquartered in the UK that can have more globally
diverse revenue streams. The end of the Brexit
transition period increased uncertainty over crossborder trade as businesses adjusted to the new
environment. The UK All Companies sector saw retail
outflows of £2.6 billion in 2021, £1.6 billion of which
was in the final quarter.

75

5

THE INVESTMENT ASSOCIATION

CHART 53: MONTHLY NET RETAIL SALES, UK EQUITY
SECTORS (JAN 2017 - DEC 2021)
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LONG-TERM SALES TO BOND FUNDS
Chart 54 shows annual sales to the IA bond sectors
between 2011 and 2021. Sales to bond funds make up
24% of total net retail sales in the last 10 years, just
lower than sales to equities which were 25%.

1.0

2017’s inflow of £16.1 billion to bond funds is the
highest over the last decade, in a record year for net
retail fund sales overall. Nearly half of fixed income
sales in 2017 were to funds in the £ Strategic Bond
sector, where investment managers are able to adjust
asset allocation up and down the bond credit spectrum
to respond to shifting market conditions.

21

CHART 54: FIXED INCOME, NET RETAIL SALES BY SECTOR
(2011–2021)

In September 2021, the IA launched four new
equity sectors. Two regional equity sectors –
India/Indian Subcontinent and Latin America,
and two industry sectors – Financials and
Financial Innovation, and Healthcare, helping
investors to identify and compare these types
of funds more easily. The constituent funds for
these sectors were primarily drawn from the
Global and Specialist sectors.
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Alongside the four new equity sectors, the IA
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In 2021, sales to bond funds unallocated21 to the IA
sectors made up 74% of the annual inflow, a far greater
proportion than in previous years. Our data suggest
that two-thirds of the highest selling bond funds in this
category were managed by vertically integrated groups
with distribution arms.

2019

The second half of 2021 saw a shift in sales patterns,
with outflows from UK Equity Income funds slowing as
the dividend outlook improved. Slowing GDP growth,
supply chain issues and growing concern over inflation
dampened the outlook for the UK domestic economy,
sending UK Smaller Companies flows negative by the
final quarter.

Global Bond funds have also proved attractive to retail
investors, taking in a quarter of net retail sales to fixed
income in the past 10 years. Sales to Global Bond funds
were strongest through 2019 (£2.9 billion) and in 2020
at £4.5 billion, when bond sales rebounded strongly
following the record March outflow of £7.5 billion.
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 here are a range of reasons that a fund may not be allocated to the IA sectors. The fund could be newly launched and waiting to be classified to a sector.
T
Funds could also be managed and sold through groups with tied or restricted distribution models, for example a bank or a financial advice firm, where
the visibility provided by IA sector fund classification scheme is less important. Funds may also be predominantly invested in by non-UK investors.
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NEW IA BOND SECTORS
Considerations when investors select their bond
exposure include:

• T ype of bond: government bond, corporate

In 2021, inflows peaked in January but sales to bond
funds started to weaken significantly in the last
quarter of 2021 due to rising inflation. Persistent and
rising inflation erodes the value of future fixed interest
payments, particularly for bonds with longer maturities.
Sales to bond funds fell in the last quarter of the year
to £1.4 billion, down from £4.8 billion in Q1 2021.

bond.

• C redit type: investment grade, high yield,
mixed.

CHART 55: MONTHLY FIXED INCOME NET RETAIL SALES
(2020–2021)
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These factors inform the construction of the IA
bond sectors. In April 2021, the IA split up the
Global Bond sector and launched 14 new bond
sectors including: Global Government Bond,
Global Corporate Bond, Global Mixed Bond
and Global Inflation Linked Bond as well as
corresponding sectors USD and EUR bond funds.
This was to ensure that savers can continue to
easily compare bonds funds based on the type of
bond, credit type and currency focus.

SALES TO THE IA BOND SECTORS THROUGH
THE PANDEMIC
Overall net retail sales in 2021 were £11.5 billion, up
from £8.0 billion in 2020, when in March bond funds
sustained a record monthly outflow. However, towards
the end of 2021 as Chart 55 shows, rising inflation
caused inflows to bond funds to weaken.
In March 2020, outflows from fixed income funds
reached a record £7.5 billion. Equity valuations fell
substantially in response to the swift imposition of
measures to curb the pandemic, leading to an effective
economic shutdown. Investors were wary of selling
out of equities at low valuations. A typical balanced
portfolio construction of 60% equities, 40% bonds
would have been thrown out of alignment through
falling equity valuations, leading to re-balancing of
bond allocations. However, the rebound to inflows was
immediate and sustained through 2020 and by August
2020 the outflow from fixed income was fully reversed.

In 2021, sales to funds in the sterling bond sectors
were £1.8 billion accounting for 78% of net retail sales
to the fixed income sectors (excluding unallocated
funds). In 2022, as sterling has weakened against
other currencies, in particular the dollar, outflows have
been higher from the sterling denominated sectors as
investors look to manage their currency risk.
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Chart 56 shows sales to the sterling bond sectors
broken down in more detail, confirming the overall
trend to weak sales in the second half of 2021:

• C orporate bond funds were hit by rising redemptions

at the start of the year. There was a sharp increase
in bond yields in the first three months of 2021, as
economic re-opening brought concerns that inflation
would rise.22 This negatively affected the price
returns that investors could expect from bonds. The
£ Corporate bond sector was the only sterling bond
sector in overall outflow in 2021 losing £865 million
across the year.

• T he £ Strategic Bond sector was the highest selling
sterling bond sector at £1.08 billion, which is
consistent with the long-term trend to high inflows
for the sector.

• Inflows to UK Gilts and UK Index Linked Gilt sectors
were £1.2 billion indicating an investor flight to
safety. The annual inflow of £487 million to indexlinked bonds was the highest in over a decade as
investors looked to hedge against rising inflation.

• T he £ High Yield sector saw inflows of £430 million.
CHART 56: NET RETAIL SALES TO THE STERLING BOND
SECTORS (JAN 2020 - DEC 2021)
£bn

Following the launch of the new bond sectors in April
2021, Chart 57 shows sales aggregated by type of bond
fund denominated in either mixed currencies, USD, or
EUR. The data has been extended back to January 2021:

• A s bond investors increasingly took account of rising
inflation through 2021, sales to Global InflationLinked Bond funds were the highest amongst the
non-sterling bond funds at £814 million.

• G overnment bond saw annual inflows of £655

million. Three fifths of funds in this group hold mixed
or global currency bonds.

• M ixed bond funds were the third highest selling

group at £617 million. A diversified mix of bonds
by type of issuer and credit rating provides
investors helps manage risk and returns through
diversification. Three quarters of the funds analysed
in this group also hold bonds of mixed currencies
mitigating exposure to single currency fluctuations.

• T he pattern of flows to Corporate Bond funds has

been more volatile. Net retail sales were -£599 million
for 2021. The highest outflow came in March 2021 at
-£1.1 billion, which also saw the highest outflow from
the £ Corporate sector as corporate bond returns were
negative over the first quarter of the year.

CHART 57: MONTHLY NET RETAIL SALES TO THE NONSTERLING BOND SECTORS IN 2021
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The yield on US Treasuries with a 10-year maturity, which is seen as a benchmark for 10-year debt, rose to 1.74% in Q1 2021, a rise of 0.83 % over
the quarter. According to Northern Trust data, the first quarter of 2021 was the worst quarter of performance since 2008, as corporate bonds lost
4.65% over the quarter.
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LONG-TERM
Funds with an outcome or allocation investor
objective comprise investments that have a mixed
asset allocation or that target a particular investment
outcome such as managing the volatility of investment
returns. These types of funds are investment solutions,
offering investors ready-made diversification of assets.
Outcome and allocation funds have been consistently
in favour over the past ten years, as illustrated by chart
58, with a total net retail inflow of £71.1 billion across
the decade. However, there have been some significant
shifts in investor appetite in recent years. In the
outcome space, Targeted Absolute Return funds have
fallen out of favour. For allocation funds, the Mixed
Investment 20-60% Shares sector has seen sales
decline and investors have shown a rising preference
for the Mixed Investment 40-85% Shares sector.
Looking back, from 2014 to 2017 Targeted Absolute
Return dominated sales with flows of £15.8 billion over
the four years. However, from 2018 the sector fell out of
favour with investors amidst concerns over long-term
performance, with a combined £11.0 billion withdrawn
from 2018 to 2021.
The Volatility Managed sector, where funds are tailored
to the risk appetite of investors, has seen consistent
and growing sales since its 2017 launch reaching £15
billion over the period.

CHART 58: OUTCOME AND ALLOCATION, NET RETAIL
SALES BY SECTOR (2012-2021)
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Within the mixed asset sectors, the past decade
has seen a shift in investor interest from the Mixed
Investment 20-60% Shares sector with a balance of
equities and bonds, towards the more equity heavy
Mixed Investment 40-85% Shares. In a prolonged
period of low interest rates and strong equity growth,
the high equity end of the mixed asset spectrum will
have typically enjoyed stronger performance.

SALES THROUGH THE PANDEMIC
As shown in chart 59, investors continued to favour
the high equity mixed asset sectors through 2020 and
2021. Stimulus measures supported a rapid recovery in
equity valuations following the March 2020 correction,
while interest rates dropped to historic lows.
Despite more volatile market conditions through the
Covid-19 pandemic, Targeted Absolute Return has not
seen a consistent return to inflows. Outflows continued
in 2020 with £3.5 billion withdrawn through the year.
However, outflows softened in 2021 to £217 million
with intermittent months of inflow to the sector.

CHART 59: MONTHLY OUTCOME AND ALLOCATION, NET
RETAIL SALES BY SECTOR (2020-2021)
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PROPERTY FUNDS
Funds under management in property funds peaked in
2015 at £32 billion but has since fallen by 12% to £28
billion in 2021. The performance of assets affects the
rise and fall of FUM and during the pandemic property
funds have been affected by valuation uncertainty as
the outlook for rental incomes has weakened through
successive lockdowns. Persistent outflows since the
2016 Brexit referendum have also had an impact. Since
2016, the total outflow from property funds is £3.4
billion.
Direct property funds investing in physical commercial
property have faced significant market headwinds
since 2016. The funds operate daily dealing where
fund units are priced daily and can be redeemed
daily. Following the Brexit referendum in 2016, large
redemption requests made to direct property funds
forced many funds to suspend dealing to enable
liquidation requests to be met at a fair value. In March
2020, direct property funds were again forced to
suspend dealing as a result of valuation uncertainty.
Property derives its investment value from the
income it produces through rents. The introduction
of lockdowns made it difficult to value commercial
property such as office buildings, shopping centres,
hotels and restaurants amidst a difficult trading
environment for commercial tenants as people were
confined to their homes.

Chart 61 shows net retail sales to property funds by
type of fund. Since 2016, outflows from UK direct
property funds are £4.8 billion as fund suspensions
have affected investor sentiment towards openended direct property funds. When funds have lifted
suspensions, there has been a corresponding rise in
redemptions before sales stabilise. Funds investing
in property securities, which are more liquid, were not
forced to suspend in 2016 or in 2020 and net retail
sales have reached £2.4 billion since 2016. Property
funds can provide an alternative source of income for
investors and continued inflows into funds investing in
listed property indicate that the outflows from direct
property funds are the result of a liquidity mismatch
rather than negative sentiment towards property as an
asset class.
Looking at 2021, sales to funds investing in property
securities were £633 million – the only category of
property fund to achieve an inflow. Outflows from
hybrid funds were £111 million. By the middle of 2021,
all direct property funds in the IA sectors that had
suspended in 2020 had either lifted suspension or
been closed. As a result, direct property funds saw
outflows climb in 2021 to £735 million.

CHART 61: NET RETAIL SALES BY TYPE OF PROPERTY
FUND (2011–2021)
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FUND OF FUNDS
Since 2019, growth in FUM and net retail sales
of internally managed fund of funds (FoFs) has
outstripped externally managed FoFs. Internal fund
of funds are able to invest in funds managed by their
management company whereas external fund of funds
can invest in funds from across the market.
FUM in internally managed fund of funds has increased
by 232% over the last decade, reaching £104.1 billion
in 2021. This growth has outpaced the growth in FUM
of externally managed fund of funds, which at £92.1
billion in 2021 increased by 190% over the decade.

CHART 62: FUND OF FUNDS FUM AND NET RETAIL SALES
(2011-2021)
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There has been a step change in the level of sales to
internal FoFs since 2019, as illustrated by Chart 62. In
2021, annual sales to internally managed FoFs were
£7.3 billion compared with £1.4 billion to external FoFs.
Over three years, sales to internal FoFs were nearly
18 times higher at £19.2 billion than to external FoFs,
which saw sales of £1.1 billion. Whilst internal FoFs
are not able to invest in the range of funds available
to external FoFs, the ongoing fund charge is typically
lower. Internal FoFs investing in index trackers and
ETFs have seen strong sales over the last three years,
suggesting that lower fees have become an important
driver of investor choice for fund of funds.
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NET RETAIL SALES BY DISTRIBUTION CHANNEL
The UK fund platform channel, which encompasses
sales through adviser and direct platforms, is the
dominant retail distribution channel. Net retail sales
of £148 billion are 70% of the total inflow since the
introduction of the Retail Distribution Review in 2013.23
The steepest decline in sales has been directly through
fund managers and since 2013, the outflow from the
direct channel has reached £18 billion.
The UK intermediaries channel, which represents offplatform IFA sales as well as sales through the large,
vertically integrated advice businesses, accounts for
sales of £58 billion since 2013 making it the second
largest channel at 27% of total sales.
In 2021, annual net retail sales through UK platforms
were again the highest at £28 billion, up by 70% on
sales in 2020 in a strong year for sales overall. These
are the highest sales through this channel since
the IA started collecting data. The UK intermediary

23

I nvestment platforms came to prominence in the mid-2000s, enabling advisers and direct investors to select from a range of funds and tax
wrappers such as ISAs and SIPPs rather than dealing with numerous providers. Platforms also facilitate fund and advice fees and provide
portfolio reporting, helping to streamline administration.
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channel also maintained strong net retail sales of £17
billion, again the highest sales through this channel,
although only up by 9% year on year. Sales through
non-UK intermediaries of £6.5 billion were three times
higher than in 2020 and sales through execution-only
intermediaries (£607 million) doubled.
Rising outflows from the direct channel of £5 billion
confirms the long-term trend to the winding down of
many direct books. We also saw outflows from the
discretionary manager channel of £2.8 billion – as
more discretionary model portfolio services are offered
through platforms, a proportion of discretionary
manager flows are being re-directed into the platform
channel.

CHART 63: NET RETAIL SALES BY DISTRIBUTION
CHANNEL (2013–2021)
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INVESTOR AVERAGE HOLDING PERIODS
In 2021, average retail investor holding periods are
estimated at 3.5 years. The average investor holding
period has fallen from 5.5 years in 2006 to a low of 3.4
in 2020. There are a range of factors that may be acting
to decrease holding period. Platforms have made it
easier for investors to buy, sell and switch between
funds and this has helped to reduce average holding
periods over time.
Another factor contributing to the fall is the move to
centralised investment propositions (CIPs). Following
RDR, the FCA has encouraged financial advisers to
introduce a standardised approach to investing by
using CIPs. These are often provided through advisory
or discretionary ‘model portfolios’ of funds,24 with an
investment committee advising on the allocation of
the portfolio to cater for clients with different risk
tolerances. Model portfolios are adjusted on a quarterly
basis, which has also contributed to lowering holding
periods.
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Fund of funds or multi-asset funds can also be used as CIPs.
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SALES TO ISAs
The market value of adult ISA holdings at the end of
the tax year 2020/21 stood at £687 billion, an increase
of 11% on the previous tax year. According to HMRC
data, the increase can largely be attributed to a 31%
increase in the market value of capital held in stocks
and shares ISAs.
Chart 65 shows that the annual subscriptions to
stocks and shares ISAs were £33.9 billion in 20/21
compared with subscriptions of £36.8 billion to cash
ISAs. The ratio of cash subscriptions to stocks and
shares subscriptions was 1.1, near par and the lowest
ratio since the 08/09 tax year, which is the earliest data
provided by HMRC. In 2020, the bank base rate was
reduced to 0.1% in response to the severe economic
contraction resulting from the pandemic. After over
a decade of low rates the interest available to savers
on cash accounts was negligible in 2021. In contrast,
the returns that savers could achieve investing in a
global index tracker in 2021 was circa 20%. These
factors, combined with higher levels of saving during
lockdown, helped to drive up subscriptions to stocks
and shares ISAs by 40% year on year whereas cash ISA
subscriptions fell by 24%.

In 2021, assets in stocks and shares ISAs were £399
billion according to HMRC data, an increase of £93
billion on the previous year. Chart 66 shows the type
of assets held in stocks and shares ISAs over the last
decade:

• In 2021, assets in open ended funds were £278

billion or 70% of assets compared with 75% in
2012. A 6% fall in the share of assets in ‘shares
in OEICs’ and a 3% fall in the proportion allocated
to corporate bond funds is partially offset by an
increase in the share of assets in UCITS which is 5%
in 2021, up from 3% in 2012.
25

• W hilst assets in shares have stayed consistent at

16% compared with 15% in 2012– EEA Shares now
account for 5% of the allocation and UK shares
are at 10%, down from 16% in 2012. This suggests
that share portfolios are broadening out from UK
companies, a long-standing trend in funds.

CHART 66: TOTAL ASSETS IN STOCKS AND SHARES ISAS
BY TYPE OF ASSET (2012-2021)
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CHART 65: TOTAL SUBSCRIPTIONS TO CASH AND STOCKS
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INDUSTRY CONCENTRATION
As of the end of 2021, the IA was receiving data from
89 operators of UK domiciled funds, down from a
peak of 105 in 2013, following a series of mergers and
acquisitions (see Appendix 3 for details). The top ten
firms represented 50% of UK authorised funds in 2021,
up from 43% a decade earlier, while the firms from
11th to 20th have dropped from 29% of market share
in 2011 to 22% in 2021. As shown in Chart 67, these
changes have combined to keep the percentage for the
top 20 overall constant, at 71% in 2021 against 72%
in 2011.

CHART 67: INDUSTRY CONCENTRATION OF UK DOMICILED
FUNDS UNDER MANAGEMENT (2011-2021)
100%

While there has been some increase in concentration
among UK fund operators, the pattern for funds
available to UK investors (including overseas domiciled
funds) has been one of steady growth. Chart 68 shows
the steady climb in the number of funds in IA data sold
to UK investors to 4,565 in 2021.26 As the number of
funds available has climbed, the market share of gross
sales going to the most popular funds has fallen, with
the top 100 funds by gross sales (excluding money
market funds) accounting for 31% of sales in 2021,
down from 44% in 2012. This shift has occurred despite
the growth in popularity of index tracking funds, which
tend towards a smaller number of large funds by FUM.
The shift towards index tracking has changed the
nature of the top selling funds however, with half of the
top 10 funds in 2021 being index trackers, compared to
a single index fund in the top 10 in 2012.

CHART 68: FUND GROSS SALES CONCENTRATION EXCL.
MONEY MARKET FUNDS (2012-2021)
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The Herfindahl-Hirschmann Index (HHI), a commonly
accepted measure of market competition ranging
from 0 (perfect competition) to 10,000 (a complete
monopoly) can be used to gauge the level of
competitiveness in the industry. Amongst UK fund
operators, the HHI reached 371 in 2021, up from 356
the previous year and 307 in 2011. While the industry
has become more concentrated, a measure of below
1000 on the HHI is considered to indicate a low level
of concentration and so at 371 the industry can be
considered highly competitive.

26

This data excludes ETFs.
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THE UK IN THE CONTEXT OF THE
EUROPEAN FUNDS MARKET

UK INVESTORS AND OVERSEAS
DOMICILED FUNDS

Whilst the UK is an international investment
management centre managing assets on behalf of
clients all over the world, in the UK retail market, funds
are predominantly domiciled in the UK and Europe
and overseas investors in UK domiciled funds are
principally European. Since the Brexit referendum,
we have analysed how the profile of investors in UK
domiciled funds is changing. We also assess the
share of UK Investor FUM in overseas domiciled funds
(which are mainly Ireland and Luxembourg domiciled)
and track net retail sales by different type of fund
structure including SICAVs and ICAVs to see if there is a
material shift in sales patterns ahead of the end of the
Temporary Permissions Regime in 2025.

UK investor FUM in overseas domiciled funds is £259
billion and 16% of total UK investor FUM (£1.6 trillion).
As illustrated by Chart 70, this is up from 10% in Q1
2016. Overseas domiciled funds have maintained a
consistent proportion of 16% of FUM since 2020.

CHART 70: UK INVESTOR FUM BY FUND DOMICILE
(2016-2021)
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OVERSEAS INVESTORS IN UK DOMICILED FUNDS
Total FUM in UK domiciled funds reached £1.4 trillion
at the end of 2021, an 11% increase on 2020. FUM held
by overseas investors was £53 billion, a 4% share of UK
domiciled FUM and this has remained constant since
the last quarter of 2018. The fall in the share of funds
held by overseas investors from 7% in Q1 2018 to 4% in
Q4 2018 represents operational decisions by member
firms to move overseas investors out of UK domiciled
funds into equivalent overseas domiciled funds in
preparation for Brexit. The fall is not a sign of shifting
overseas investor sentiment.

UK investors in UK domiciled funds
UK investors in overseas domiciled funds
Proportion of FUM held by UK investors in overseas domiciled funds (RH)
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CHART 69: UK DOMICILED FUNDS BY INVESTOR PROFILE
(2016–2021)
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Chart 71 looks at the proportion of UK investor FUM by
fund domicile. In 2021, UK domiciled funds remain the
highest proportion at 85% of FUM but this is down from
91% in 2015. Growth in the proportion of Irish domiciled
funds has been stronger over that period than
Luxembourg domiciled funds, which have maintained a
consistent level of circa 4%. Irish domiciled funds now
account for 11% of total UK investor FUM up from 5%
in 2015. This FUM data excludes ETFs available to UK
investors, which are mainly domiciled in Ireland. We
look at trends in the ETF market in Chapter 3.

fund type. It allows us to compare the sales of fund
structures that originate from the UK with those
from overseas - principally the EU -including SICAVs
and ICAVs. In 2021, sales to UK fund types were £42
billion or 96% of UK investor net retail sales (this data
excludes net retail sales to exchange traded funds).
This is up from 76% of net retail sales in 2020.
Looking at the data in more detail illustrates the shifts
in sales patterns through 2021:

• S ICAVs saw an outflow of £814 million following
sales of £1.6 billion in 2020.

CHART 71: PROPORTION OF UK INVESTOR FUM BY FUND
DOMICILE (2015-2021)

• N et retail sales to overseas unit trusts and ICVCs

100%

• N et retail sales to ICAVs were £197 million and

90%

were £2.4 billion, down from £5.6 billion in 2020.
maintained similar levels to 2020 (£192 million).
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CHART 72: UK INVESTOR NET RETAIL SALES BY FUND
TYPE (2020-2021)
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The Conservative party won a significant majority in
the late 2019 general election, which cemented the
timetable to complete Brexit and the UK formally left
the European Union on the 31 January 2020. However,
the transition period meant that little material change
was seen until the 1st of January 2021. For the funds
market, following the transition period the temporary
permissions regime came into force allowing EEA
based funds that were passporting into the UK to
continue to be marketed in the UK in the same way
for a limited period ending in 2025. Chart 72 looks
at the sales data over the last two years by different

-6

Feb 20

SALES TO UK AND OVERSEAS FUND TYPES
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It is still too early to determine if the fall in the share of
sales to EEA based funds is a persistent trend caused
by Brexit or simply a fluctuation in net flows. Chart 73
indicates that although sales to overseas fund types
have fluctuated, the proportion of flows in 2021 is the
lowest in the last 5 years in a strong year for sales
overall. In 2017, a record year for sales, 47% of flows
were to overseas fund types.

CHART 73: ANNUAL PERCENTAGE OF NET RETAIL SALES
BY FUND TYPE (2012–2021)
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2021 proved a record year for sales to UCITS funds at
€812 billion beating 2017’s inflow of €746 billion. This
was powered by net retail sales to equity UCITS funds
of €405 billion following a strong year for stock market
performance. Sales to bond UCITS rose year on year
to €182 billion, up from €84 billion in 2020 but did not
match the record inflows seen in 2017 (€313 billion).
Bond funds faced a challenging final quarter of 2021 as
inflation started to rise.
Total UCITS sales in 2020 of €467 billion were helped
by a strong rebound to sales in the second quarter and
further boosted by the announcement of successful
vaccine trials in Q4.
In 2021, net sales to UCITS ETFs were a record in
absolute terms at €161 billion up from €95 billion in
2020 but in a strong year for sales overall, the share of
sales to ETFs fell. According to EFAMA data, ETF sales
in 2021 were 20% of total net sales to UCITS compared
with 37% in 2020.
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CHART 74: EUROPE-WIDE UCITS NET SALES (2019-2021)
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FUM BY EUROPEAN DOMICILE
Funds under management in UCITS and AIFs
domiciled in Luxembourg, Ireland and the UK all
increased strongly year on year, buoyed by strong
asset appreciation. As shown in Chart 75 Luxembourg
remains the largest domicile but assets in UK and Irish
domiciled UCITS and AIFs grew at a faster pace in 2021:

• A ssets in Luxembourg domiciled UCITS and AIFs are
the highest in absolute terms at €5.9 trillion, up by
15% from 2020 (€5.0 trillion). Asset have risen by
58% in the last 5 years.

• In 2021, Ireland saw the largest percentage increase
in FUM, which rose 22% year on year to €4.1 trillion.
Assets in Irish domiciled funds have seen the most
significant growth over the last 5 years increasing
by 95%.

• A fter flat growth between 2017 and 2020 of just 8%,

growth in assets domiciled in the UK accelerated
over 2021 reaching €2.1 trillion, which represents
20% year on year growth. Since 2016, asset growth is
still weaker than in Luxembourg and Ireland at 43%.
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CHART 75: ASSETS IN UCITS AND AIFS BY DOMICILE
(2019-2021)
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