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Some thoughts on Retirement Investing in a
Financialised World

For retirement-focused investors, the constant stream of headlines about
exchange rate movements, US trade tensions, and market volatility can be
overwhelming. This noise can lead to overly cautious behaviour—especially
the temptation to avoid risk by shifting into low-yielding fixed income
investments. Ironically, an approach that is too cautious, can be risky in
itself, potentially undermining long-term wealth accumulation.

What is Financialization?

Over the past 30 years, financial markets—stocks, bonds, and derivatives—
have grown faster than the real economy. This trend, called financialization,
is fuelled by rising debt and central bank policies. For example, central banks
have expanded their balance sheets dramatically since 2008, injecting trillions
into markets (see chart below).

Policies like quantitative easing (governments printing money to buy assets)
have inflated prices but also increased volatility. This means:

e Higher Risks: Market swings can hit undiversified portfolios hard.
e Lower Cash Returns: Inflation erodes the value of savings or low-
yield bonds.
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Central bank balance sheets primarily determine the monetary base, which
underpins the broader money supply via commercial bank lending. As the
chart shows, the combined monetary base of the US Federal Reserve, the
European Central Bank and the Bank of Japan has grown by approximately
9.5% per year in US dollar terms over the past 18 years.

Conclusion

In a deeply financialised world, simply saving is no longer enough. Inflation
and monetary policy shifts are constantly eroding the purchasing power of
cash. To secure a comfortable retirement, money must be actively and wisely
invested in growing assets. The key is not to avoid risk—but to understand
and manage it.
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If you have any questions, Ian and our team would love to hear from you on
global@seedinvestments.co.za.
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