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The financial landscape within the European Union is characterized by a significant disparity in the development
of institutional investor asset management across its member states. Institutional investors, such as pension funds,
insurance companies, and investment trusts, are vital in shaping financial markets and influencing economic stability.
This study aims to fill the gap in the existing literature by examining the grouping of European Union member-states.
The research focuses on examining key attributes, trends, and performance indicators of institutional investor asset
management across various EU member-states. It utilizes data from 2017 to 2022, reflecting the average values of
financial assets held by institutional investors as a percentage of Gross Domestic Product (GDP). This data provides
a critical perspective on the investment landscape within the EU, particularly focusing on investment funds and
insurance corporations. A notable observation from the data is the significant variance in the financial assets to GDP
ratio among EU countries, with Denmark and France showing exceptionally high ratios, indicating a substantial role
of institutional investments in their economies. In contrast, Lithuania and Greece demonstrate much lower ratios.
This disparity is further analyzed through cluster analysis, grouping EU member-states into five clusters based on
their asset management profiles. The clusters reveal distinct patterns in the distribution and development of asset
management across the EU. Countries like Denmark and France, with highly developed financial markets, contrast
sharply with those like Lithuania and Greece, which have less mature markets. The study highlights the influence
of various factors such as economic structure, regulatory environment, and cultural attitudes towards savings and
investment on these disparities. The study suggests that future research should focus on developing comprehensive
policy recommendations, taking into consideration the distinct characteristics of each cluster to promote balanced
economic growth and stability within the EU.

Keywords: asset management, cluster analysis, comparative analysis, EU member-states, financial markets,
institutional investors, investment strategies.

®iHaHcoBUIl naHawadT €Bponelicbkoro Colo3y XapakTepusyeTbCs 3HAYHUMU BiAMIHHOCTAMU B PO3BUTKY ynpas-
NiHHA aKTUBaMM IHCTUTYLIiHWX IHBECTOPIB Y KpaiHax-usieHax. IHCTUTYLiiHI iIHBeCTOpU, Taki K NeHCIHI dhoHAaw, cTpa-
XOBI KOMMaHii Ta iIHBECTULiHI YOHAN, BigirpatTb BaXIMBY Posb Y (hOPMyBaHHI (DIHAHCOBKX PUHKIB Ta BNIMBAOTb
Ha eKOHOMIYHY CTabifbHICTb. Lle gocnimKkeHHs Mae Ha MeTi 3anOBHUTY NPOraivHy B HasiBHIl NiTepaTypi B KOHTEKCTI
rpynyBaHHs KpaiH-usieHiB €sponeiicbkoro Coto3y. CTaTTio CHOKYCOBAHO Ha BVBYEHHI K/TOUYOBMX XapaKTEPUCTUK,
TEHAEHLl Ta NOoKa3HWKIB e(PeKTUBHOCTI yNpaBiHHA akTMBamm iHCTUTYLIHMX IHBECTOPIB Y Pi3HMX KpaiHax-uyieHax
€C. ina aHanisy BuKopucTaHo faHi 3a nepiog 3 2017 no 2022 pik, W0 Bifo6paxaTb cepefHo BapTiCTb (hiHaHCOo-
BUX aKTWBIB, SKMMMW BOMOLiIOTb IHCTUTYLIiHI iHBECTOpY, Y BIACOTKAax Bif Ba/1IOBOr0 BHYTPILIHBLOrO Npoaykty (BBI).
Lli nokasHuMKn [O3BONSAKOTL KPUTUYHO OLIHUTU iHBECTULIHWIA naHgwadT B €C, 0c06/MBO iHBECTULHI hoHan Ta
CTpaxoBi Kopropauji. Bax/MB/MM CNOCTEPEXEHHSIM 3 LUMX AaHVX € 3HA4YHA Pi3HMLSA Y CMiBBIAHOLLEHHI (DiHAHCOBUX
akTuBiB 40 BBIT Mix kpaiHamu €C, npnyomMy JaHia Ta dpaHuis 4EMOHCTPYHOTb HaA3BNYaHO BUCOKI NOKA3HWKN, LLIO
CBiAYMTb NPO 3HAYHY POsb IHCTUTYLIAHMX IHBECTWLIM B IXHIX ekOHOMikax. Ha npoTmBary Lpomy, JIntea Ta peuis
[eMOHCTPYIOTb 3HAYHO HWXYi NOKasHukK. LA aucnponopuis fofaTKOBO aHasli3yeTbCa 3a [OMNOMOrow KnacTepHoro
aHanisy, Akuin rpynye KpaiHm-uneHn €C y m'aTb knacTepiB Ha OCHOBI IXHIX NpodiniB ynpasniHHA akTnueamm. Knac-
Tepu BUABNAIOTL YiTKi 3aKOHOMIPHOCTI B pO3Mogini Ta po3BUTKY ynpasniHHA akTeamu B €C. Taki kpaiHu, Ak [aHis
Ta ®paHLuis, 3 BUCOKOPO3BMHEHUMYM (DIHAHCOBUMY PUHKAMM, Pi3KO KOHTPACTYHOTb 3 JITBOK Ta peLieto, ki MatoTb
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MEHLL 3piNi pUHKW. JocnifgxeHHs NiAKPEeCH0€e BNNB Pi3HUX YNHHIIKIB, TAKUX SIK EKOHOMIYHA CTPYKTYpa, perynsatopHe
cepefoByLLe Ta KyNbTypHE CTaB/IEHHS A0 3a0LlapKeHb Ta IHBECTULNA, Ha Ui BiLMIHHOCTI. Y CTaTTi NPONOHYETLCS B
MalibyTHIX AOCNIMKEHHAX 30CcepeanTn yBary Ha po3poobLi KOMMIEKCHUX MNOAITUYHUX PEKOMEHAALIV 3 ypaxyBaHHAM
0COONMBOCTEN KOXHOrO Knactepa A/s ClpusiHHA 36a/1aHCOBaHOMY €KOHOMIYHOMY 3POCTaHHK0 Ta CTabiNbHOCTI B

mMexax €C.

KniouoBi cnoBa: ynpasniHHA akTuBamu, K1acTepHUA aHani3, MOPIBHAMBHWIA aHanis, kpaiHu-unexn €C, diHaH-

COBI PVHKW, IHCTUTYLIiiHI IHBECTOPW, IHBECTULIHI cTpaTeril.

Statement of the problem. Institutional
investors, such as pension funds, insurance
companies, and investment trusts, play a pivotal
role in the financial markets, influencing capital
flows and economic stability. The development
of asset management within these institutions
significantly impacts the financial dynamics and
overall economic health of the countries in which
they operate.

However, there is a noticeable disparity in
the maturity and sophistication of institutional
investor asset management across the EU.
This uneven landscape presents a complex
challenge, as it affects investment strategies,
risk management, and ultimately the economic
outcomes for each member state. A key
problem is the lack of a comprehensive
framework to effectively cluster and compare the
EU member-states based on the development
level of their institutional investor asset
management.

Analysis of recent research and publi-
cations. The literature on asset management
of institutional investors encompasses a rich
array of research examining various facets,
challenges, and perspectives encountered by
different types of institutional investors, such
as pension funds, mutual funds, insurance
companies, and investment firms.

For instance, Grybauskas and Pilinkiene
emphasizethe potential of Real Estate Investment
Trusts (REITs) in European real estate markets
and use a Data Envelopment Analysis model
to compare REITs and Real Estate Operating
Companies (REOCs) from 2015 to 2017. Their
research uncovers differences in debt maturity
types and efficiencies between these entities,
suggesting unexploited benefits of REITs in
the EU [1, pp. 119-120]. However, the study
lacks specific policy recommendations on REIT
implementation.

Rizvi, Mirza, Naqvi, and Rahat analyze the
effect of the Covid-19 pandemic on EU mutual
funds, particularly focusing on risk-adjusted
returns and investment styles during different
phases of the pandemic. They find social
entrepreneurship funds outperformed others,
indicating a shift toward safer investments

[2, p. 289]. The study provides insights but lacks
generalizability beyond the limited data and
time period.

Balp and Strampelli discuss the impact of
the EU’s sustainable finance regulations on
asset managers, comparing their performance
with counterparts in the US and globally
[3, pp. 897-898]. They highlight the need for
improved ESG ratings and indices and express
concerns about the ability of institutional
investors to promote sustainability without
stronger regulations.

Rexhepi and Gashi study the growth of
pension funds in new EU member states post-
reform. They find these funds positively influence
local capital markets but caution against
potential market distortions [4, pp. 450-451]. The
authors recommend that policymakers support
institutional investor development to bolster
market growth, though the paper mainly focuses
on the positives, neglecting potential drawbacks.

Daniels, Stevens, and Pratt address
disparities in legal frameworks for private
pension funds between the USA and the EU
regarding sustainable investment. They observe
that while Europe is more progressive in
sustainable finance, both regions aim for long-
term capital growth [5, pp. 260-261]. The study
underlines the importance of legal frameworks
but overlooks other influential factors.

Vukadina,  Kersan-Skabi¢, and  Orli¢
assess the impact of European Structural and
Investment Funds (ESIF) on GDP per capita
in new EU member states. Their research
finds a minor positive effect but suggests that
ESIFs shouldn’t be the sole investment source
[6, pp. 869-870]. The study lacks a detailed
discussion on the allocation of ESIF investments
across sectors.

Staehr and Urke explore the relationship
between ESIF funds and public investment in
EU member-states, particularly highlighting the
Cohesion Fund’'s support for less developed
countries [7, pp. 1053-1054]. They suggest
more research into specific categories of public
investment and influencing factors but do not
provide a comprehensive analysis of these
impacts across EU regions.
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Lukovié, Pjani¢, Cakajac, and MitraSevié
analyze trends in EU insurers' portfolio
compositions amidst low interest rates. They
observe a predominant focus on debt securities
with variations across countries but exclude
smaller insurance markets from their analysis
[8, pp. 111-112]. The study highlights these
trends without delving into the underlying
reasons or potential risks.

Identification of previously unresolved
parts of the overall problem. While the literature
offers valuable insights into various aspects
of institutional investor asset management
in the EU, there is a notable lack of compre-
hensive policy recommendations, balanced
assessments of benefits and risks, and
extensive exploration of underlying factors
and long-term impacts. These gaps present
opportunities for further research to develop a
more holistic understanding of the challenges
and opportunities in this field.

Formulation of the objectives of the article.
The article aims at examining and comparing key
attributes, trends, and performance indicators
across EU member-states to identify distinct
groups. A critical aspect of this study is to identify
patterns and commonalities among countries
with similar levels of asset management
development, as well as to pinpoint the unique
characteristics of each cluster.

Summary of the main research material.
The data in Table 1 illustrates the average values
of financial assets of institutional investors as a
percentage of Gross Domestic Product (GDP)
across various European Union (EU) member
states from 2017 to 2022. This table provides
insights into the investment landscape of these
countries, highlighting two key types of assets:
investment funds and insurance corporations.

A striking observation is the significant
variance in the total financial assets to GDP
ratio among these countries. For instance,
Denmark (225.0%) and France (194.5%) exhibit
exceptionally high ratios, indicating a substantial
penetration of institutional investment in their
economies. On the contrary, countries like
Lithuania (7.2%) and Greece (13.3%) show
much lower ratios, suggesting a relatively
smaller role of institutional investments in their
economies.

Focusing on investment funds, Denmark
(108.4%) and Sweden (99.7%) lead with the
highest percentages of GDP. This could be
indicative of a robust investment culture or
favorable regulatory environments in these
nations. In contrast, countries like Lithuania
(2.6%) and Greece (3.3%) have the lowest
percentages, which could be due to various
factors including less developed financial
markets or differing investment preferences.

Table 1

Average Values of Financial Assets of Institutional Investors
as Percentage of GDP in EU Member-States, 2017-2022

Country Investnc:]?réthgnds, % Insuran(y%eoc;cgg%rations, Total, % of GDP

Austria 48.5 29.8 78.3
Belgium 40.4 70.5 110.9
Czechia 9.3 9.4 18.7
Denmark 108.4 116.6 225.0
Estonia 9.6 5.4 15.0
Finland 59.3 32.3 91.6
France 74.6 119.9 194.5
Germany 67.9 66.2 134.1
Greece 3.3 10.0 13.3
Hungary 15.0 6.6 21.5
Italy 15.3 52.7 68.0
Lithuania 2.6 4.7 7.2

Slovenia 6.7 17.0 23.7
Spain 27.1 25.7 52.8
Sweden 99.7 35.9 135.7

Source: elaborated by the author based on reference [9]
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Insurance corporations present another
dimension of analysis. France (119.9%) and
Denmark (116.6%) demonstrate remarkably
high percentages, possibly reflecting a strong
insurance sector or a cultural propensity towards
insurance products as investment vehicles.
Conversely, countries like Estonia (5.4%) and
Lithuania (4.7%) have the lowest proportions in
this category, pointing towards either a nascent
insurance sector or different financial priorities
among the populace.

The disparity in these percentages can be
attributed to multiple factors such as the maturity
of the financial market in each country, the
economic structure, regulatory environment,
and cultural attitudes towards savings and
investment. For instance, high ratios in countries
like Denmark and France might be supported
by sophisticated financial systems and strong

investor confidence. In contrast, lower ratios in
countries like Lithuania and Greece might reflect
economic challenges, less developed financial
sectors, or cultural inclinations towards other
forms of savings.

The cluster analysis of EU member-states
based on the values of financial assets held by
institutional investors, particularly investment
fundsandinsurance corporations asapercentage
of GDP, reveals interesting insights about the
financial landscape within the European Union.
Using the elbow method, the EU member-
states data was segmented into 5 clusters. We
opted for the minimum value of k (depicted in
Figure 1), which accounts for a minimum of
90% of the variability (91.9143%).

Table 2 presents statistics for each cluster
and identifies the specific countries included in
each cluster.

The elbow method for optimal k

0.8

0.6

0.4

0.2

Ratio of variance explained

4 5 6 7

Number of clusters (k)

Figure 1. The number of clusters determined by the elbow method
Source: elaborated by the author

Table 2
Clusters of EU Member-States by Values of Financial Assets Held by Institutional Investors
Cluster centers
Cluster EU member-states Investment funds, Insurance corporations,
% of GDP % of GDP
1 Belgium, Germany 54.2 68.4
2 Italy, Spain 21.2 39.2
3 Denmark, France 91.5 118.3
4 Austria, Finland, Sweden 69.2 32.3
5 |Fungary, ithuania. Slovenia 7.8 8.9

Source: elaborated by the author
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Cluster 1, comprising Belgium and Germany,
shows a balanced distribution between
investment funds (54.2% of GDP) and insurance
corporations (68.4% of GDP). This cluster
suggests a well-developed financial sector
where both investment funds and insurance
corporations play a significant role in the
economy. Germany’s robust economy and
Belgium's position as a financial hub in Europe
might contribute to their higher percentages.
The presence of major financial institutions and
a culture of saving and investing could explain
why these countries cluster together.

Cluster 2, featuring Italy and Spain, has lower
percentages in both categories, with 21.2%
in investment funds and 39.2% in insurance
corporations. This indicates a less developed
institutional investment sector compared to
Cluster 1. Factors such as recent economic
challenges, lower rates of individual investment
in funds, and possibly a lesser focus on insurance
products might contribute to these countries’
positions in the same cluster.

Cluster 3 includes Denmark and France, both
showing very high percentages in both categories
(91.5% for investment funds and 118.3% for
insurance corporations). This cluster represents
countries with extremely developed financial
markets and high levels of wealth management.
The presence of large-scale pension funds,
especially in Denmark, and a strong culture of
insurance and investment in both countries, are
likely contributing factors.

Cluster 4 — Austria, Finland, and Sweden —
presents a unique combination where investment
funds form a significant portion of the GDP
(69.2%), but insurance corporations less so
(32.3%). This could reflect a strong culture of
investment in funds, possibly due to favorable
tax treatments or public trust in the stock market,

coupled with a relatively lesser emphasis on
insurance products.

Finally, Cluster 5 groups Czechia, Estonia,
Greece, Hungary, Lithuania, and Slovenia, all
showing low percentages in both categories
(7.8% in investment funds and 8.9% in
insurance corporations). These are primarily
smaller economies within the EU, possibly with
emerging financial sectors. This cluster might
indicate limited domestic capital available for
investment, a young or developing insurance
sector, and possibly the impact of recent
economic challenges.

Conclusions. The study highlights a marked
disparity in the maturity and sophistication
of institutional investor asset management
across the EU. The differences in the financial
assets to GDP ratio between countries like
Denmark and France, compared to Lithuania
and Greece, underscore the uneven economic
landscape.

The research also sheds light on the influence
of cultural attitudes, economic structures, and
regulatory environments on the development
of asset management. For example, the strong
presence of insurance corporations in countries
like France and Denmark could reflect cultural
preferences and a robust regulatory framework.

Future studies should focus on formulating
comprehensive policy recommendations. This
could involve developing tailored strategies for
each cluster, addressing their unique challenges
and opportunities in asset management.
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