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About SAIF

Shanghai Advanced Institute of Finance (SAIF) was
established at Shanghai Jiao Tong University in April
2009, with strategic and financial support from the
Shanghai Municipal Government. As a member of
Shanghai's financial community, it strives to contribute to
the development of Shanghai as a global financial center.
SAIF's mission is to become a world class institution of
research and advanced learning in finance and
management. SAIF is committed to developing top talent
and cutting-edge knowledge, with a focus on Chinese
markets and their global connections.

About Charles Schwab

The Charles Schwab Corporation (NYSE:SCHW) is a
leading provider of financial services, with more than 335
offices and 10.4 million active brokerage accounts, 1.5
million corporate retirement plan participants, 1.1 million
banking accounts, and $2.95 trillion in client assets as of
April 30, 2017. Through its operating subsidiaries, the
company provides a full range of wealth management,
securities brokerage, banking, money management,
custody, and financial advisory services to individual
investors and independent investment advisors.

This presentation is solely for the “China Emerging Affluent Financial
Well-Being Index” Launch Event to be held on June 15th 2017. This is
for information purposes only and is not to be construed as an offer to
buy or sell financial instruments.
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@ CHINA EMERGING AFFLUENT FINANCIAL WELL-BEING INDEX

Creating the Survey

The “Schwab-SAIF Emerging Affluent
Financial Well-Being Index” aims to track
shifting perceptions among the people
who are driving China’ s economic future

SURVEY SCOPE:

Nine cities: Beijing, Shanghai, Guangzhou,
Hangzhou, Chongging, Chengdu, Wuhan,
Xiamen, Dalian

Investors earning between RMB 125,000 and
1 million per year

2,600+ people surveyed

@D JUNE 2017

Premise: The behavior and expectations of China’s
emerging affluent are rapidly changing. This requires a
routinely updated index capable of measuring and
tracking their evolution.

Objective: To measure how China’ s emerging affluent
investors perceive their own financial well-being.

Methodology: Building on insights from a 2016 research
paper, Shanghai Jiaotong University’ s Shanghai Advanced
Institute of Finance (SAIF), Schwab, and Nielsen have
developed a 57-question quantitative research survey to
measure emerging affluent perceptions of their own
financial well-being. This booklet represents our
interpretations based on this research.

TEHEARMEREREY @

China Emerging Affluent Financial Well-Being Index
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Emerging Affluent Financial Well-Being Index Score
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@ CHINA EMERGING AFFLUENT FINANCIAL WELL-BEING INDEX

Sub-Indices

Confidence Score

68.10

China’s emerging affluent investors are largely satisfied
with their personal financial status and growth prospects.

However, they still face a variety of pressure points that

correspond with age and income level.

Y
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Planning Score

49.37

Most investors do not expect to achieve their future
goals, and many could improve their financial planning.

While most investors review their plans regularly, very
few have a clear understanding of what a formal
financial plan should consist of.

Management Score

40.12

Very few investors practice ‘rebalancing’, and most are
sensitive to management and advisory fees.

Most investors are risk-averse, preferring safe
investments with low returns.

TEHEARMEREREY @

Sub-Indices

Engagement Score

71.31

Emerging affluent investors are highly engaged and
depend on a small number of sources for investment
advice.

While investors trust professional advisors slightly more
than online financial platforms and robo-advisors,
internet-based investment and advisory services are
becoming ubiquitous.

Confidence Factors
e Satisfaction with personal financial status

e Concern over issues capable of impacting personal
financial status

e Confidence in personal financial growth prospects

@ JUNE 2017

Planning Factors

Having a formal financial plan
Consistently reviewing financial plan
Having a clear timeline

Having a high possibility of accomplishing financial goals
within specified timeline

Management Factors

® Having a sense of risk

e Having a portfolio management strategy
e Sensitivity towards fees

e Reviewing investments regularly

Engagement Factors
e Diversity of financial services used

¢ Perception of credibility and contributions of financial
advisors and institutions

® Perception of credibility and contributions of online
financial platforms

2017468
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@ CHINA EMERGING AFFLUENT FINANCIAL WELL-BEING INDEX

Key observation #1:
Age and income matter

Respondents reported a wide array of
purposes for investing, which primarily
varied across age and income levels.

@8 JUNE 2017

While most respondents considered investing in an
emergency fund to be a primary concern, the
importance attached to this priority diminished as
income increased.

Caring for children was a top issue for investors over
the age of 24. As respondents aged and their children
graduated from university, the priority respondents
placed on education was often replaced with providing
seed money to help children either buy housing for
marriage or start businesses.

Consumer spending on luxury items, including travel,
was consistently listed as a key focus.

Preparing for retirement only gained importance later
in life.

18-24 25-34 35-44 45+
* Marriage e Children's ¢ Children's ® Money for children to buy
education education housing or start a business
¢ Purchasing a
home for family to ® Emergency fund ® Emergency fund Retirement and future
live in ® healthcare costs

Variations in Reasons for Investing by Income Level
Monthly income (RMB) @ 9-15K @15-30K @ 30K+

57 60
48
43

36

28 I
12

6 8

I m .

Emergency fund Purchase real estate Second child
for investment
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Purposes for investing
evolved as respondents

advanced in age and

faced new financial
challenges

15
ey
[ |

Emigration
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@ CHINA EMERGING AFFLUENT FINANCIAL WELL-BEING INDEX

Key observation #2:

Children are a top priority

Low scores for planning and management could
potentially indicate that the emerging affluent are
a ‘sandwich generation’ at risk of being forced to

shoulder the dual burdens of caring for children
and parents while never becoming wealthy
themselves.

Due to a lack of long-term financial planning
among parents, children could eventually be
overburdened by the older generation's
post-retirement healthcare and living costs.

Key

Percentage of Investors

Investment Priorities by Age Group *
Funding children’s education

Providing for parents’ retirement

Preparing for personal retirement

Having a second child

Getting married

63

TEHEARMEREREY @

Key observation #3:

Investors are not setting realistic timelines for their

financial goals

18-24Y.0 25-34Y.0 35-44Y.0 45+Y.0

Age

* The percentage of investors who identify with certain financial goals
at various life stages

Investors' Reported Timelines for Achieving their
Financial Goals

11.02 years to prepare for retirement

8.56 years to prepare to buy housing for
children and invest in their business endeavors

@ 7.46 years to prepare for emigration

6.21 years to save enough for real estate

purchases

Overall, only 41% of investors believed
they had a high chance of reaching their
financial goals. This indicates that
respondents might have interpreted
“goals” as “aspirations” .

However, for those with formal financial
plans, the percentage of those who
believed they will achieve their goals rose
to 75%, indicating higher confidence.

While investors’ perception of their
current financial well-being was
positive, they tended to overlook the

need to set concrete goals and realistic
timelines to ensure long-term financial
health.

201756 H @
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@ CHINA EMERGING AFFLUENT FINANCIAL WELL-BEING INDEX

Key observation #4:
Having a formal financial plan leads to higher
confidence and a more balanced portfolio

While many respondents believed they had
clear plans, only a small proportion had what

a professional advisor would consider to be
formal financial plans.

oF
% of respondents stating % of respondents who actually
they had a financial plan had a formal financial plan

@® JUNE 2017
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Confidence in Reaching Goals(%)
@ Low @ High

. . . Without Advice
Investors with professional advice and —-

formal plans were more realistic about the

time, resources, and portfolio strategy
needed to achieve their goals, leading to

Variations in Asset Allocation by Existence of Formal Plan(%)
® Has Formal Plan @ No Formal Plan

Cash Fixed-term deposit Real estate Stocks Bonds

For the "China Emerging Affluent Financial Well-Being Index" Launch Event only.
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@ CHINA EMERGING AFFLUENT FINANCIAL WELL-BEING INDEX

Key observation #5:

Financial advisors are seen as helpful, but also as
perhaps unnecessary or inaccessible

Average Perception of Contribution Average Perception of Credibility
7.97 7.96
7.63
7.42 /.57 7.53
Financial Financial Financial Financial Financial Financial
advisor platform/tool instisution advisor platform/tool instisution

Trust in advisors and their ability to make
a positive contribution to financial

well-being was very high.

@ JUNE 2017
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A number of investors perceived barriers to further

engagement

Reasons for Having an Advisor

50%

&

47%

46%

A financial advisor can provide more
professional investment recommendations

Financial advisors can help me save time
and become more efficient

| would like to get more financial
investment information

Reasons for Not Having an Advisor

| have few investments and do not need to
consult a financial advisor

33%

| do not know which channels will allow
me to find a reliable financial advisor

26%

The investment threshold is too high; | am
not qualified to use a financial advisor

24%

For the "China Emerging Affluent Financial Well-Being Index" Launch Event only.
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@ CHINA EMERGING AFFLUENT FINANCIAL WELL-BEING INDEX TEHFEARMEEEEY @
Key Observations from China Emerging Affluent Financial Well-Being Index

Emerging Affluent Financial #1: Age and income matter for their financial goals

Well-Being Index Score

#3: Investors are not setting realistic timelines #4: Having a formal financial plan leads to higher

confidence and a more balanced portfolio

18-24 Asset allocation of investors with a formal financial plan

. @ 25-34
Marriage Children's education @ years to prepare for retirement 4%

Purchasing a home for « Emergency fund
family to live in

Q E - 35-44 @ 945+ - years to prepare to buy housing for
' DY ‘ Children's education e « Money for children to children and invest in their business

buy housing or start a ® Fixed-term deposit

business

endeavors

Emergency fund ¢

® Cash

CONFIDENCE

ENGAGEMENT

49.37 40.12 ¢ Retirement and future
ears to prepare for emigration
PLANNING MANAGEMENT y p p g ® Real estate
= T ® Bonds
29 #2: Children are a top priority

Key Investment Priorities by Age Group * years to save enough for real estate
mmsmm Funding children's education mmmmm Funding for parents' retirement purchases 75% of investors with formal financial plans have high

mmmmm Preparing for personal retirement mmmmm Having a second child confidence in reaching their financial goals
Getting married
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