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Our Story So Far

SAIF and Charles Schwab share a passion for understanding what drives mainstream modern investors.

Launched annual Expanded to analyze how the rising

index analyzing the affluent in Tier 3 cities approach
financial well-being of their finances in comparison with
China’s rising affluent Tier 1 and 2 cities

’ ;
Formed partnership to Conducted second annual study Included a series of questions
study China’s rising into this important cohort of the intended to help understand
affluent investors Chinese economy, combining how the rising affluent

quantitative and qualitative analysis responded to the pandemic
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Our index tracks the overall financial well-being of the
rising affluent, as well as the factors driving their sentiments

Overall Financial Well-Being Index Score
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The 2020 financial well-being index reveals improvements across the board
following the COVID-19 pandemic

75.41 PolE

68.85

66.03

2019

Management . Engagement

*2017 and 2018 did not include data from Tier 3 cities.



Key insights from the study

Improved rates of financial
planning underline growing
awareness of the importance
of preparing for emergencies

Influence from social
media could undermine
the achievement of long-
term financial well-being

Cash and other low-risk
products offer flexibility and
stability that enhance rising
affluent ability to respond to
changes in circumstance

Greater financial literacy
can heighten focus on
financial aspirations

Missed debt repayments
are prevalent, indicating
vulnerability to unexpected
financial challenges

A combination of digital and
In-person financial advisory
offers a pathway forward for
the financial services industry
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The COVID-19 pandemic has driven home the importance
of planning for unforeseen events.

The planning sub-index score has Rising affluent have a better understanding of
improved by 6.56 points following the what should be included in a proper financial
pandemic. plan.
Risk consideration 50.5 59.0
) 2017 2018 2019 2020 Financial products _4;%2

26.2

m 2020 = 2019

Planning sub-index score Components of rising affluent’s financial plans (%)



The improvement is most pronounced
among the oldest and youngest...
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Financial planning index score by age group (%)

...as well as Tier 2 and 3 cities
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Financial planning index score by city tier (%)






The rising affluent show an increased proclivity for cash and
other low-risk products.

Risk preference following COVID-19 (%) Change in the rising affluent’s most preferred financial
products following COVID-19

Before After

Cash

Fixed term deposits

Bank wealth management products

Internet financial products

m Prefer low-risk products ® No change = Prefer high-risk products Real estate

o1l W | o N
(o) I BN@2 B I SN BN OV)

Mutual funds & ETFs
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The pursuit of stable and flexible asset classes in preparation for short-term
uncertainties and emergencies has made real estate less attractive....

20.7% more rising affluent prefer investing in financial The fixed, difficult to access nature of wealth held in real estate has
products over real estate following COVID-19. become less attractive.

Among those who prefer investment in financial products over real estate...

Prefer investing

in real estate TOP1 Financial products and their returns are
51 _6% relatively stable
TOP 2

L 29.9 0 Financial products are more flexible and
Prefer Investing I +20.7 49.8 /0 can be traded at any time

financial products

m 2020 2019
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...leading to a decline in the importance of real estate
as an investment within rising affluent portfolios.

2020 v. 2019
Cash 100.0 -
There has been a 28_7% Fixed term deposits 72.6 +4.9
decrease in possession of real Bank wealth management products 58.1 -10.4
estate as an investment .... —
Internet financial products 47.3 +1
Mutual funds & ETFs 32.7 -5.4
Real estate 32.3 -28.7
] (0) Stock 21.1 -8.3
And a decline of 23.2 /O _
in respondents who receive Overseas investment 20.1 -3
secondary income from rent. Bonds 11.1 +0.8
Trust 1.3 +1.1

Changes in financial product ownership (%)






The rising affluent continue to demonstrate resilient confidence in face of

COVID-19.

Despite the pandemic, rising affluent financial confidence
increased this year.

59.88 71.21

2017 m2018 m2019 m2020

Confidence sub-index score

Over three quarters of the rising affluent reported positive
impact or no impact of COVID-19 on their level of personal
financial confidence.

= 76.1%

2020
B Increased ®m Unchanged Decreased

COVID-19 impact on personal financial confidence (%)
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However, the resilience is not reflective of the emerging vulnerabilities as

significant proportions of missed debt repayments.

21.3% of the rising
affluent missed a
debt payment in the
six months prior to
the survey

14.7% of those

rising affluent report
missing credit card
repayments...

...7.0% of them state
they had missed
mortgage repayments
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All of the above indicate a need for improved financial planning.

Rising affluent financial confidence is underpinned by a
faith in future prospects and a personal sense of
financial preparedness, as opposed to a financial plan
that conforms with professional standards

17.4

+5.0%
vs. 2019

2020

B Much better Better ®Worse

Financial well-being prospects in
five years (%)

[ +3.1%
vs. 2019

2020
Well-prepared ® Prepared ®Not prepared

Level of financial preparation based on
future concerns (%)
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The rising affluent prioritize spiritual and ...and COVID-19 further

familial concepts of wealth over the material... increased this trend.

Top 5 types of wealth that are
most valued by rising affluent
Rising affluent definitions of wealth (%) vs. pre-COVID-19

Family health across generations 40.2 TOP 1 ﬁ 31 -3% +7.3

Family health across generations

Stable income 40.0

o
Personal Health 36.5 w 27.9 /0

Personal health

Happiness and contentedness 35.7
o)
Successful career 35.5 24. 5 A)
% Stable income
Good family relations across generations 34.9

21.6%

Work-life balance 33.7 ¥
M Good family relations across

Achievement of personal dreams 30.2 generations

21.2%

Happiness and contentedness

Ability to freely pursue interests 26.3

Happy children 25.4




But social media drives a “fear of missing out”, which can undermine the
rising affluent’s ability to stay focused on their financial aspirations.

Material goods or concepts are more frequently
shared by rising affluent, their friends and families

on social media.

Items

TOP 1 Investment products 30.9%

TOP 2 New electronics 28.0%

TOP 3 Financial knowledge 25 5%
workshop

TOP 4 A spacious house 25.3%

TOP 5 Concerts or shows 24.8%

Top five items that are shared by rising affluent on social media

These posts are most likely to produce a desire to
emulate with over three quarters of respondents

indicating they are influenced to purchase those items.

ltems
TOP 1 Investment products 76.5%
TOP 2 Monthly income 75.9%
TOP 3 Savings 74.6%
TOP 4 A spacious house 74.3%
TOP5 Vacations 73.4%

Top five items that rising affluent are motivated by social media to pursue
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Overall, China’s rising affluent lack financial
literacy.

The “big three” financial
literacy questions:

o .
19.5% of the r_|S|r_\g aﬂ:l_uen_t Suppose you had USD 100 in a savings
answered basic financial literacy account and the annual interest rate was 2

questions correctly percent. After 5 years, how much money
would be in your savings account?

Assume that the interest rate on your

o _ 18-24 y.0. 25-34y.0. 35-44y.0. 45+y.0. savings account was 1 percent per year and
Rising affluent with inflation was 2 percent per year. After 1
all correct answers year, would you be able to buy more than
by age group 10.2% 20.4% 22.7% 15.3% today, the same as today, or less than today

with the money in this account?

Rising affluent with Tier 1 Tier 2 Tier 3 s the following statement true or false:
all correct answers Buying a single company stock usually
by city tier 20.3% 20.2% 13.3% provides a safer return than a mutual fund?




Correct answers were correlated with higher engagement with professional
financial channels

Rising affluent with all correct answers lean more

64.9
heavily on advice from professional channels.
52.6
46.4 45.5
35.8 e 35.6 35.4
32.8 32.5 325
5.8 28.1
I 22.4 g 24
Financial management  Professional financial Professional financial Live broadcasts on Stock / Mutual fund Family / relatives / Social network official  Newspaper magazine /
company / financial forum management consultant internet financial commentator friends account TV news / radio
management platform platforms

W Respondents have all correct answers Respondents have at least 1 wrong answer

Use of information source by rising affluent (%)
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Greater financial literacy can prevent the rising affluent from
being distracted by “noise.”

Rising affluent with all correct answers were less influenced by social media
stories about COVID-19, indicating decreased likelihood of short-term thinking.

42.2
37.4
35.8
34.2 239
304 31.0 30.9
29.6
27.9 28.9 29.1
25.5
20.4 -
I I 17.6

Financial confidence Internet financial product Investment risk management Financial product preference Financial planning Financial outlook Choice of financial Consultation from financial
purchase investment platform advisor

B Respondents have all correct answers B Respondents have at least 1 wrong answer

Influence of social media stories on COVID-19 (%)






Positive perceptions of financial advisory
have increased following COVID-19

7.6% more of the rising affluent view financial
advisors as very helpful compared to 2019.

2020

2019

m Very helpful mHelpful Not helpful

9% more trust financial advisors
“very much” with most of these
Improvements coming from a
growing level trust towards
financial advisors among
younger age groups




Digital platforms have recorded the
largest increases in use...

All of the rising affluent’s’ top three most used
financial investment channels are digital.

Financial management Increased usage since
channels COVID-19

Mobile banking APP 29.0
Online banking 14.0

Internet investment and

financial platforms 132

Professional financial
management consultant

Bank official WeChat or mini-
programs

COVID-19 impact on usage of financial management channels (%)

...but a combined digital and in-person
advisory is the best way forward.

2019 2020
Digital channels 85.6 91.0
Offline channels 71.3 72.7
Only use digital channels 28.7 27.3
Only use offline channels 14.4 9.0

Changes in methods of financial management (%)
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Implications

The pandemic has prompted a broader consideration of the need for financial planning
and diversification away from the traditional underpinnings of rising affluent confidence.

While this trend is positive, there is a gap between this consideration and the actual
understanding necessary to address problems emerging from missed debt payments and
low financial literacy.

An integrated service model that combines in-person financial advisory with digital tools
could offer a pathway to improve rising affluent planning and overall financial well-being.
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