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Consumers’ approach to investing largely
unchanged despite geopolitical turmoil

Recent ING research shows that European consumers are increasingly
aware of geopolitical tensions and their potential economic
repercussions. This awareness is influencing their financial decisions
and overall economic outlook

The Ukraine war is the
BR® bhiggest geopolitical
concern for consumers
right now

Since the fall of the Iron Curtain, the world has undergone major changes. Initially, the term peace
dividend” referred to funds saved from reduced military budgets that could be redirected to non-
defence expenditures. However, for Western Europe, it came to encompass broader benefits, such
as new markets, low-cost production sites for upstream products, and cheap energy.

In early 2022, the world changed again when Russia launched a full-scale invasion of mainland
Ukraine, prompting substantial military support for Ukraine and efforts to reduce dependency on
Russian natural resources.

Our latest ING Consumer Research survey explores how European consumers perceive the new
geopolitical landscape and its economic implications.

Ukraine is the biggest geopolitical concern

People tend to be more concerned about events happening nearby. Our survey confirms this: while
the war in Ukraine is the top geopolitical concern in five out of six countries surveyed, the level of
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concern is significantly higher in Romania and especially Poland. Only one country, Spain, is more
worried about climate change and conflicts in the Middle East.

Proximity decides urgency

In terms of geopolitical uncertainty, which of the following situations are you currently most
worried about?

B war in Ukraine

[l Taiwan/China controversy

[l conflicts in Near/Middle East

. United States Presidential Election
Climate Change

B other

B Don't know
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Romania
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Spain

Source: ING Consumer Research

Geopolitical tensions have unquestionably risen recently, with less than 9% of our sample saying
they do not subscribe to this view. Nearly 60% of people say these heightened tensions haven't
affected how much money they spend vs. how much they save/invest. Half of this group doesn't
save or invest at all, primarily due to a lack of funds. Among those who have adjusted their
behaviour, more people are opting to save or invest more and spend less, rather than the reverse.

Article | 26 September 2024



THINK economic and financial analysis

Just 30% of respondents report a change in spending vs.
saving/investing

What effects do heightened geopolitical tensions have on your behaviour when it comes to
spending versus saving/investing?

m | do not feel that geopolitical tensions are
higher than usual

m1don't have the money to save/invest
anyway

m | don't save/invest anyway for other
reasons

® Higher geopolitical tensions have not
influenced how much I spend versus how
much | save/invest

| now spend less and save/invest more
I now spend more and save/invest less

m Other

Source: ING Consumer Research

Whether or not people are saving and investing more, less, or the same as before, a change in how
people perceive global security can also influence how they decide to set aside whatever funds
they have available. About a third of respondents report no change in their approach. However,
29% say they now look for lower risk, which is more important than the other two aspects of the
magic triangle” yield and liquidity combined.

In an increasingly unsafe and conflict-ridden world, investing in the defence industry might seem
logical. Yet, less than 4% of respondents indicate that this sector has become more prominent in
their portfolios, while 10% are now focusing more on geographical diversification.

Lower risk is more important than higher yields or liquidity

What effects do heightened geopolitical tensions have on the way you allocate the money you
save/invest?

Higher geopolitical tensions have not influenced my

9
saving/investment behavior 4%

I now look for lower risk
I now look for higher yields

1 now look for higher liquidity

I now diversify more in geagraphical terms to be able to cover
potential losses in one specific region

I now invest more in defence/military companies

Other

More money for defence? More money for everything!

Against the backdrop of heightened geopolitical tensions, increases in defence budgets are being
discussed across the continent. Consumers tend to agree that more money should be spent on
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defence. In fact, across all six surveyed countries and six categories of public expenditure, there
was a consistent preference for higher spending over lower spending in all 36 instances. Notably,
defence had the smallest margin between those favouring increased spending and those
favouring decreased spending.

Healthcare and education among the top list of priorities

Do you think your country’s government should spend more or less on the following categories of
expenses?

Healthcare
Education & research
Social security
Infrastructure
Naturefenvironment/climate
Defence

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

mMore mCurrentlevelis about right mLess mDon't know

Source: ING Consumer Research

Just as the perceived importance of the war in Ukraine varies with proximity, so do opinions on
military budgets. While close to 60% of participants in Poland favour higher defence spending, it is
roughly half of that in Spain. And more than a quarter of Spaniards think that less money should
be spent on defence four times as many as in Poland.

Those who think, on balance, that their governments should spend more money don't seem to
have a clear idea of where that money should come from: 44% say they don't know, with the rest
split between higher borrowing and higher taxes.

Consumers speak out for more self-sufficiency

2022 owed its record inflation numbers in no small part to rising energy costs that painfully
demonstrated the dependence on Russian fossil resources. Supply bottlenecks point to the fact
that many pharmaceuticals or at least their primary products aren't being produced in Europe
anymore. And while military support for Ukraine weighs on European arsenals, raw materials that
are needed to boost ammunition production are sourced mainly from China.

Consumers want energy closer to home

The European Union should focus more on producing ... in the EU itself

Energy |
Pharmaceuticals _
Wind turbines and solar modules _
Defence/military equipment _
Computer hard- and software _
Elecria crs o

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

m Strongly agree Agree  mNeither agree nor disagree  mDisagree M Strongly disagree
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Given this context, it comes as no surprise that many consumers are in favour of re-shoring or on-
shoring production. Beyond energy, pharmaceuticals, and the defence industry, we also inquired
about other sectors crucial to digitisation and the green transformation. In every case, there was
more agreement than disagreement that the EU should prioritise domestic production, especially
in the energy sector. Those in favour primarily cited reducing dependence on other regions as their
motivation.

Dependence on other regions is a major concern

What is your main reason to think the European Union should focus more on producing ... in the

EU itself?
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H To preserve jobs in the EU m To reduce dependence on other regions
® To ensure quality of the product m To ensure production is being done eco-friendly
B To prevent dumping To make sure the industry can develop in the EU
m Other

More than half of respondents say that in their purchasing decisions, they generally prefer EU
products to those from outside the EU, with only 13% disagreeing. But a preference alone does not
make a decision so whether consumers would be willing to put their money where their mouth is
and pay the higher prices that would go along with re-shoring or on-shoring production remains
doubtful. After all, price pressure played a big role in off-shoring production in the first place.
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Disclaimer

This publication has been prepared by the Economic and Financial Analysis Division of ING Bank N.V. (“ING”) solely for information
purposes without regard to any particular user's investment objectives, financial situation, or means. ING forms part of ING Group
(being for this purpose ING Group N.V. and its subsidiary and affiliated companies). The information in the publication is not an
investment recommendation and it is not investment, legal or tax advice or an offer or solicitation to purchase or sell any financial
instrument. Reasonable care has been taken to ensure that this publication is not untrue or misleading when published, but ING
does not represent that it is accurate or complete. ING does not accept any liability for any direct, indirect or consequential loss
arising from any use of this publication. Unless otherwise stated, any views, forecasts, or estimates are solely those of the author(s),
as of the date of the publication and are subject to change without notice.

The distribution of this publication may be restricted by law or regulation in different jurisdictions and persons into whose
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possession this publication comes should inform themselves about, and observe, such restrictions.

Copyright and database rights protection exists in this report and it may not be reproduced, distributed or published by any person
for any purpose without the prior express consent of ING. All rights are reserved. ING Bank N.V. is authorised by the Dutch Central
Bank and supervised by the European Central Bank (ECB), the Dutch Central Bank (DNB) and the Dutch Authority for the Financial
Markets (AFM). ING Bank N.V. is incorporated in the Netherlands (Trade Register no. 33031431 Amsterdam). In the United Kingdom
this information is approved and/or communicated by ING Bank N.V., London Branch. ING Bank N.V., London Branch is authorised by
the Prudential Regulation Authority and is subject to regulation by the Financial Conduct Authority and limited regulation by the
Prudential Regulation Authority. ING Bank N.V., London branch is registered in England (Registration number BRO00341) at 8-10
Moorgate, London EC2 6DA. For US Investors: Any person wishing to discuss this report or effect transactions in any security
discussed herein should contact ING Financial Markets LLC, which is a member of the NYSE, FINRA and SIPC and part of ING, and
which has accepted responsibility for the distribution of this report in the United States under applicable requirements.

Additional information is available on request. For more information about ING Group, please visit www.ing.com.
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