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Executive Summary

Women are a growing force in the investment world. Over recent
decades, participation of women in the investment markets has
gradually increased. On the advice side too, women are now more
likely to choose finance and investment as a career than ever before.
Having said that, women face additional obstacles when dealing with
an industry that has been designed ‘by men, for men’. They must also
deal with preconceived and often mistaken ideas about their financial
competence, risk appetite and priorities.

This paper serves to contribute to the growing discussion around

the experiences of women both with, and within the financial planning
space, as well as considering some of the ways that forward-thinking
firms are adjusting to create more comfort and success for female
clients. It also aims to give female investors more confidence,
encourage them to take a more active role in investment decisions
and demand that their financial advisers provide them with a service
that is more tailored to their goals and priorities.

Yes, in the post-war era, women have been less involved in managing
the personal finances of most families. As their involvement grows,
however, it is increasingly clear that their ability to make sound
financial decisions is on a par with their male counterparts. In fact,
certain characteristics of female investors, such as preference for
longer investment timeframes, suggest they will typically enjoy better
investment outcomes.

We invite you to challenge ideas about women investors that you or
your advisers may have previously accepted as fact, and to consider
the relationship between financial advice and gender, mindful of its
multi-faceted nature.

Let’s get started...

If any of the ideas in this paper pique your interest, why not get in touch.

mulberrybow.com
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The changing financial landscape

Research focusing on the interplay between gender and finance has revealed
some interesting insights:

° The proportion of global assets under management held by women investors is increasing
at a rapid rate. The speed at which women’s wealth is increasing plots very differently from
that of men, so they will need advice tailored to their needs more than ever

° The widely accepted view that women are, on average, less financially literate than men,
is not to be taken as fact and requires further examination

e Evidence shows that women are not inherently less risk-averse than men. Many different
factors influence an investor’s attitude to risk, and the different facets of women’s investing
behaviour demand more in-depth and open-minded consideration. One of these facets is the
gender of the adviser. There has been compelling research which allows us to understand
the impact of more women advisers in the industry on female clients’ appetite for risk

° As an industry, we need to address the under-representation of women on the professional
side of the table, in order to improve the space for women investors

Women’s wallets are getting heavier

Financial industries are facing a new reality: the number of women clients with independent
wealth to invest is large and growing. According to a study commissioned by McKinsey &
Company in June 2022, almost a third of assets under management (AUM) in Western Europe is
controlled by women. This proportion is set to increase rapidly, with female wealth growing at a
much faster pace than wealth controlled by men'. Growth of women’s assets by 2030 is projected
at ¢.8.1% compound annual growth rate (CAGR), compared to just ¢.2.7% for men’s assets?. This
rapid change, part of the broader phenomenon referred to as the ‘Great Wealth Transfer’, is
understandably at the forefront of conversations around how financial advising can adapt and
keep up with a rapidly changing world.

Work by Dr Eliza Filby suggests that as early as 2025, 60% of Britain’s wealth could be in women’s
hands, at which point there could be a large disparity between the number of wealthy women and
the number of women seeking financial advice. Thus, the financial advising sector is required to
move fast, to ensure that this increasing demographic is being recognised and engaged.

WHY IS THE GAP BETWEEN WEALTH CONTROLLED BY WOMEN AND MEN NARROWING?

There are many reasons why women are getting wealthier faster than men,
including the following:

— Over the past few decades, the proportion of women in employment has
greatly increased".

— Statistically, within relationships, women tend to be younger and live longer than their
partners and so are more likely to inherit their partner’s wealth in old age.
Their longevity also means that they can stay invested in the market for longer2.

— As the general level of wealth increases, more parents are leaving bequests to their
children in their will. Whereas in the past, daughters were sometimes disadvantaged in
wills, they are now more likely to benefit from their fair share of inheritance when their
parents pass away.

1. Cristina Catania, Constance Emmanuelli, Martin Huber, Nicolo Pittiglio, and Rosario Sorrentino,
Wake up and see the women: Wealth Management’s underserved segment. McKinsey & Company 2022, p.2

2. Ibid
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A knowledge gap?

Understanding that there are no longer far more wealthy men than wealthy women goes hand-
in-hand with the understanding that women are not necessarily less financially literate than men.
It is one thing to onboard more women clients but quite another to make them feel understood
and respected. Speaking to women IFAs at firms across the country about their experiences

for this paper, more than one informed me that their female clients who had previously been
advised by men had sometimes felt patronised or under-estimated during their meetings.

Traditionally, in a way that still impacts many in the Baby Boomer generation, women have not
been involved with the family’s Financial Adviser, or in the family’s financial well-being more
generally. This has the potential to cause difficulty when, as in the case of 90% of women,
widowhood or divorce results in women who have been absent from meetings and explanations
becoming responsible for their finances®. There is of course no inherent reason why a woman
should be less capable of understanding finance — the only obstacle is her active involvement.
This involvement should be encouraged and focused on by the family’s adviser. When women
are involved, as is increasingly the case with younger women particularly, it is important that
subconscious preconceived ideas about their knowledge does not impact their access to
attention and information.

Advisers should also be mindful of the fact that there may be a difference in how men and
women report their level of understanding of financial concepts to their adviser. When dealing
with a subject that men have been traditionally expected to know more about, it may be
tempting for men to exaggerate and for women to understate the extent of their knowledge.
Financial sophistication and an understanding of various financial products is one of the criteria
that advisers must assess to ensure that the client understands them. Therefore, it is important
for advisers to gauge their client’s financial literacy for themselves, instead of relying solely on
what clients claim, so that women don’t miss out on some of the more complex elements of an
investment strategy or financial plan, just because they may be more likely to underplay their
financial competence.

Risky or smart?

Whether it be a result of the alignment of women with motherhood, or potentially socially
entrenched ideas of women as ‘meek, the idea that women are inherently less risk-averse is
something that is widely accepted. A 2021 study measured investors’ self-reported appetite for
risk alongside the proportion of their assets held in cash to understand how investing behaviour
varies depending on investor and adviser gender.

“Compared to women with female advisors, those with male advisors self-report lower risk
tolerance, knowledge and confidence, and allocate 11%-points more of their investible assets
to cash..Women with female advisors report the highest average self-reported risk tolerance,
investment knowledge and confidence (and the lowest cash allocations) compared to all other
subsamples, including male investors.”

This research demonstrates that conversations around women’s attitude to risk should not be
oversimplified, and further suggests that women invest more of their wealth when their adviser is
a woman. It is interesting to note that in this study, men’s investing behaviour was not altered by
the gender of their adviser”.

The impact of how much risk women with wealth are willing to take is not to be underestimated.
Left unchallenged and potentially misunderstood, the disparity in risk attitude between men and
women may lead to differences in portfolios that generate wealth inequality. Since the 1990s,

it has been argued that women should in fact hold riskier portfolios because of the probability
that they will live longer.®

As more wealthy women enter the investing space and seek out advisers, it is crucial to
understand which different factors may impact their attitude toward risk, so that they can get
the most out of their investments. Research by Patti and Yao (2017) examines the demographic,
socioeconomic, and attitudinal factors that affect risk tolerance and how each of these impacts



men and women differently.® The study breaks these factors down into; financial knowledge,
amount to invest, number of dependents, use of a financial planner (particularly direct and
regular contact with a planner) and employment status. They found that all these components
are individually impacted by gender. The results of the study demonstrate that when women
do take a risk-averse approach to investing, it is not because of their gender itself, but because
of the gender difference in the numerous factors that relate to their risk tolerance.” The study
concludes with the direct and sensible statement that “financial advisors must understand the
unique financial needs of women in order to provide advice that is in the client’s best interest.”®

Good Investor = Female Investor?

A 2001 behavioural finance study indicated that women outperformed men by one percentage
point per year.® Other studies suggested female outperformance ranged anywhere from 0.4%"
to 1.8%" annually, which compounded over time can have a dramatic effect on the value of the
portfolio. There are several reasons why female investors may be more likely to outperform men
in the long run. According to Merrill?, some of these include:
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Patience: Female investors are more likely to stick to a long-term strategy. Compared to men,
they are less reactive, perform fewer day trades, miss out on fewer market-best days and
incur fewer transactional fees

Balance: Women favour balanced and diversified portfolios and are more likely to avoid
overexposure to a specific stock or industry (like tech) or overinvestment in stocks in general,
versus bonds. This helps them fare better in periods of market volatility, which means they are
more likely to hold on to stocks when times are tough and less likely to panic sell at a loss

Focus on goals: Female investors are more likely to aim for specific long-term goals, such
as grandchildren’s education or property purchase. As a result, they are more consistent in
sticking to their investment strategy

Open mind: Women are more likely to ask questions and seek advice from an investment
professional. They also tend to be more open to acting on the advice received. A lack of
overconfidence may help them avoid making investment mistakes

Confidence and risk awareness: An investor’s risk appetite can be influenced by their
perception of their own financial competence. The more confident the investor feels in their
own abilities, the more tempted they might be to trade frequently and to try and outperform
the market. Handpicking shares and outperforming the market is a difficult challenge, even
for experienced investment professionals. Just as when behind the wheel®, female investors
tend to be less likely to overestimate their capabilities and so less likely to engage in risky
behaviour. Perhaps both in the car and when it comes to financial decisions, it is time for
women to take the driving seat?

Barbara Steward, CFA and Blair duQuesnay, CFA, Female Advisers: Five Reasons Why They’re a Better Fit Than Ever, CFA Institute, 26 October 2021
Ibid, p16

Kwok Ho, Moshe Arye Milevsky, and Chris Robinson, “Asset allocation, life expectancy and shortfall,” Financial Services Review 3 (2), 1994

Patti J. Fisher and Rui Yao, “Gender differences in financial risk tolerance,” Journal of Economic Psychology 61, 2017, p.192

ibid, p.200

Ibid (emphasis added)

Brad Barber and Terrance Odean, 2001. Quoted in the Economist, accessed on 10.01.2023 at https://www.economist.com/finance-and-
economics/2018/03/08/investment-by-women-and-in-them-is-growing

Financial Times, “Do women really make better investors than men?” April 30, 2019
Motley Fool, “Women and investing: 20 years of research and statistics summarized” March 9, 2022
https://www.ml.com/articles/learning-from-women-investors.html

Department of Transport. Reported road casualties Great Britain, annual report: 2021. https://www.gov.uk/government/statistics/reported-road-
casualties-great-britain-annual-report-2021/reported-road-casualties-great-britain-annual-report-2021#casualties-by-age-and-sex
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“Since Mulberry Bow was established in 2015, the firm has mostly advised couples and we’ve
seen a significant shift in the role female clients play in the relationship. While we find that
women still leave the majority of investment conversations to a male partner, they are noticeably
more involved in decision-making. We also find that both parties being fully involved tends to
lead to a more balanced approach, greater peace of mind for both members of the couple and a
better overall outcome.

It seems undeniable that, for now at least and whatever the reasons why, men often still lead on
the wealth creation side of things, but decisions about how wealth gets deployed increasingly
rest with women and that will be more and more the case in future. | owe the finance industry

a great deal, having thoroughly enjoyed my career within it, but | fear that most firms are poorly
prepared for the two ‘conceptual tsunamis’ about to hit; Al and female-led client relationships.”

Gosia Rosa, Mulberry Bow

Investing through the gender lens

A truth that cannot be denied, but that is often overlooked in investment decisions, is that
regardless of if you are considering emerging markets in the Global South or the start-up

world of Silicon Valley, women have less access to: leadership positions, global capital, and
influence on the economy® Gender lens investing, as a form of impact investing, allows one to
acknowledge and consider this truth through their investment strategy choices. It is specific and
focused through its selection of investments that actively benefit women and girls. This may be
nuanced, but could refer to businesses with excellent workplace opportunities, women-owned
or run businesses, and businesses that consciously work to improve economic conditions for
women and girls.

Fortunately, and perhaps unsurprisingly, this approach is not synonymous with
underperformance. In fact, according to the European Investment Bank, “companies with
strong female representation on their boards are 28% more likely to outperform their peers,
and gender diversity in executive teams increases the chance of outperformance by 25%™'®.
The approach’s aim is not to turf men out of the boardroom, it is simply to be mindful of where
women fit into the holdings of the investment strategy and to be purposeful in an intention to
create a beneficial social impact alongside the expected financial return.

Holding a mirror up to the industry — the case for
more female financial advisers

It is difficult to discuss the experience of women investors without considering that the industry
they will be interacting with remains dominated by men. Currently, women advisers make up
about 15-20% of advisers in the marketplace.® This is incompatible with the fact that many
women, particularly after major life events such as divorce or the death of a spouse, prefer to
seek financial advice from another woman. In one study, 45% of high-net-worth UK women
chose a woman adviser, regardless of circumstances in their personal life. Alongside improving
the way that existing advisers facilitate relationships with women clients, more women advisers
need to enter the space. Interestingly, at a graduate level, the gender ratio in finance and
banking has significantly shifted, with women now making up almost 50% of subject graduates.
As is the case in many sectors, however, “the proportion of women in the profession declines
rapidly with seniority.””

Many of the women advisers | spoke to for this paper told me that they often see women
become career ‘paraplanners’, i.e. support financial planners, but not go on to become financial
planners themselves. Of course, paraplanning is a career in its own respect, but it is interesting
to consider why there is still such an imbalance between the number of men and women who
progress to advise. Women working in majority-male industries need to have a high level of
workplace well-being in order to recommend working in the industry to other women. More
women in the industry, therefore, breaks down ‘social-level barriers’ for women investors
approaching financial planning.® Sector-wide conversations about attracting women to financial
careers are thus extremely important, and may prove to be crucial for the adjustment to “the
Great Wealth Transfer.



Are financial firms failing women?

For decades, financial advice was to a large extent delivered by men, to men. It focused on
traditionally male client needs and concerns, such as the desire to outperform the market. While
this is changing, it is nevertheless true that the industry is slow to adapt, and it doesn’t yet fully
meet women'’s needs.

Women with wealth to invest are more likely to seek guidance from an investment professional
than men. This should encourage good outcomes for female clients, as professional advisers
can help clients avoid some of the common traps and mistakes that individual investors can
make. The problem is that once women engage financial advisers, only one-third of them feel
that their adviser understands their goals'™ and they are less satisfied with the service they
receive than men (62% of women were dissatisfied, compared to 44% of men in a survey by
Econsult Solutions).?° This might be because their advisers have not yet fully understood that
their female clients are not like men clients, but a bit shorter.

There are subtle but important differences between the average male and female investor and
their goals. Women tend to focus less on abstract ideas of performance and more on tangible
financial goals, such as clearing a mortgage or achieving financial security in retirement. They
are more likely to engage in discussions around estate planning, appropriate insurance, wills
and other elements of a sound financial plan, and are less likely to be interested in poring over
graphs, analysing the performance of specific stocks. They favour long-term financial security
and wealth over riskier short-term gains?'. Finally, women are statistically more concerned
about ensuring that their investments have a purpose and reflect their values. 84% of women
expressed an interest in sustainable investing and investing which has a positive impact on
society, versus 67% of men?2. In heterosexual couples, it is often the woman who initiates the
discussion about sustainability with the adviser.

Conclusion

It is clear then, from research and lived experience, that women occupy a large space in the
future of the financial world. There are and will continue to be more women with more money
to invest, and the financial services industry must adjust its thinking to accommodate this new
reality. This involves challenging preconceived ideas around women’s knowledge and attitude
to risk, and understanding the numerous factors that influence a woman’s willingness to seek
financial advice. Open discussion and subsequent action is fundamental to this much-needed
shake-up. Ultimately, this is undoubtedly an incredibly exciting time for financial services.

14. Women Effect, “What is Gender Investing”, accessed on 28.06.23 at http://www.womeneffect.com/what-is-gender-lens-investing

15. Christina Juhasz and Stephen O’Driscoll, “Debunking Myths: Investing Gender Lens”, European Investment Bank, accessed 28.06.23 at https://www.eib.org/
en/stories/investing-gender-lens

16. Baeckstrom, Marsh, and Silvester, “Financial advice and gender”, p.16

17.  Courtney von Hippel, Denise Sekagquaptewa, and Matthew McFarlane, “Stereotype Threat Among Women in Finance: Negative Effects on Identity,
Workplace Well-Being, and Recruiting.” Psychology of Women Quarterly 39, no.3, 2015, p.406

18. Steffen Westermann, Scott J. Niblock, Jennifer L. Harrison, and Michael A. Kortt, “Financial Advice Seeking: A Review of the Barriers and Benefits.” Economic
Papers 39, no. 4, 2020, p.367

19. https://www2.deloitte.com/content/dam/Deloitte/us/Documents/strategy/us-cons-women-investors.pdf

20. Econsult Solutions survey, 2016.

21. https://n26.com/en-eu/women-and-investing-survey#:":text=Women%20prioritize%20long%2Dterm%20security,wealth%20as%20their%20top%20priorities
22. Morgan Stanley survey
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DISCLAIMER

This paper is designed for discussion purposes only and is intended
simply to provide some insights and inspire conversations. It is not
intended as an offer or recommendation, either explicitly or implicitly,
to buy or sell any product, financial security, financial instrument,
strategy or other specific service. The data in this paper was obtained
from sources believed to be reliable and any opinions presented
were expressed in good faith, but MB Private Office Limited trading as
Mulberry Bow does not warrant its accuracy or completeness. Specific
data on performance or popularity of certain investment strategies
must be read with caution, as details vary from one source to another,
due to the variations in sample sizes, differences in terminology used
and other factors. The paper is written blind to the personal financial
objectives or financial situation of the reader and therefore cannot
result in any contractual or non-contractual obligation or liability of
Mulberry Bow. This paper does not provide any recommendations

for individual clients, which should always be based on personal
investment objectives, risk tolerance, liquidity needs, financial situation
and other relevant factors. If you invest in any investment products,
your capital will be at risk and the price, value and any income derived
from your investment may go down. All information and opinions

are subject to change without notice due to market conditions.
Mulberry Bow does not provide legal or tax advice and we strongly
recommend that anyone considering any significant financial decision
obtains appropriate independent advice from a qualified professional.
Investors should always consider whether any product or solution is
suitable to their personal circumstances and seek professional advice
from a suitable investment, legal or tax adviser. Incorporating impact
investment considerations and gender lens investing may inhibit

the portfolio manager’s ability to participate in certain investment
opportunities. Investments discussed above have varying degrees

of risk. Past performance does not guarantee future results. The
returns on a portfolio consisting mainly of gender lens investing or
other sustainable investment may vary from the market average or
recognised benchmark. There is no guarantee that any company

will meet expectations with regards to corporate responsibility,
sustainability or impact performance. Investors should realise that any
statements or opinions regarding future, including future prospects

or potential investment returns, may not be realised. Mulberry Bow
accepts no liability whatsoever for any redistribution of this document
or its content to and by third parties.
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