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About SAIF and Charles Schwab

About SAIF

The Shanghai Advanced Institute of Finance (SAIF) was established at Shanghai Jiaotong University in 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 & Co., Inc. and Charles Schwab China

The Charles Schwab Corporation (“Charles Schwab”, NYSE: SCHW) is one of the United States’ leading providers of
financial services, with more than 350 offices, 35.9 million active brokerage accounts, and USD 9.74 trillion in total client
assets as of August 31, 2024. Through its operating subsidiaries, Charles Schwab provides a full range of wealth
management, securities brokerage, banking, asset management, custodial, and financial advisory services to individual
investors and independent investment advisors in the United States.

Charles Schwab (Shanghai) Enterprise Management Consulting, Ltd., (“Charles Schwab China”) is a Wholly Foreign Owned
Enterprise and subsidiary company of The Charles Schwab Corporation. Through Charles Schwab China, the company will
focus on providing investor education to support public financial literacy and engagement with modern wealth
management.
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This document is issued by Shanghai Advanced Institute of Finance and Charles Schwab (Shanghai) Enterprise Management Consulting Ltd. Its content and any
attachments contained in the document are for general information only, not investment advice. Such information does not take into account the investor's specific
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This booklet is solely for the SAIF-Charles Schwab 2024 China Rising Affluent Financial Well-Being Index launch event to be held on October 23, 2024. This is for
information purposes only and is not to be construed as an offer to buy or sell financial products.
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Foreword

China’s financial services industry has undergone significant reform over the past year with the introduction of the new
“Nine-Point Guidelines” With a renewed emphasis on people-centered finance, the Guidelines expressly call on the
industry to protect the rights and interests of individual investors, and better meet people’s ever-growing demand for
wealth management services. As such, individuals’ financial well-being has once again become a question of utmost
importance.

As a powerhouse of economic growth, China’s rising affluent and their financial well-being have significant impact on
the healthy development of the country’s capital markets and the broader economy. In recent years, real estate has
gradually given way to increasingly complex and diverse financial products as avenues for investment. At the same
time, rising expectations for aspirational living standards have complicated the financial needs of the rising affluent
and added to their financial stress, all while market volatility continuously impacts the financial lives. How financial
institutions can empower these investors to take ownership of their personal investing and realize their financial
aspirations will have far-reaching impacts on the long-term financial well-being of this large and influential group.

Against this backdrop, Charles Schwab and the Shanghai Advanced Institute of Finance (SAIF) have been focusing on
the rising affluent’s financial well-being and offering professional insights since 2017. For the past eight years, we have
continuously deepened our partnership based on mutual interest and trust, expanding from the Index to encompass
research on other key industry topics. We remain focused on exploring ways by which financial institutions can
contribute to the financial well-being of the rising affluent and support them on their financial journeys.

This year, the Index saw the rising affluent’s financial confidence decrease for the first time after seven consecutive
years of increase. The change is due to a myriad of factors including increased household debt and market volatility.
Low tolerance for risk and short-term behavior are prevalent, and there is room for improvement when it comes to
financial planning around long-term goals. That being said, the rising affluent are increasingly engaged in wealth
management - whether by seeking ways to diversify their portfolios through overseas asset allocation or by optimizing
retirement plans. As they demonstrate rising awareness of financial issues across the board, the rising affluent are also
expressing a growing desire for professional help and guidance.

Although each of the eight editions of the Index has focused on different aspects of the rising affluent’s financial
well-being, the implications for financial services institutions have remained unchanged. This moment of change and
opportunity calls on the industry to better understand the needs and aspirations of the rising affluent, and provide
professional, tailored, and client-centric services that support their goals. We hope our findings provide insights for
the industry at a pivotal time of transformation. We look forward to working together to support China’s investors and
households, help them address existing shortcomings and secure a solid foundation for long-term financial security
and well-being.

b (e K et

WU Fei Lisa Kidd Hunt
Professor Managing Director
Shanghai Advanced Institute of Finance Head of International Services, Charles Schwab & Co., Inc.
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Introduction to the Index

The China Rising Affluent Financial Well-Being Index, jointly launched by the Shanghai Advanced Institute of Finance
(SAIF) and Charles Schwab, aims to track the financial well-being and shifting perceptions of the people driving China
and the world’s economic future.

Building on the past seven editions of the Index, SAIF and Charles Schwab jointly conducted the eighth annual survey

to conclude findings for 2024. Nielsen 1Q, a global leader in consumer research and retail monitoring, executed the
survey questionnaire design, data collection, and index creation.

Respondent Criteria

The Rising Affluent are individuals who have not yet achieved high-net worth status, but whose striving towards greater
rosperity will shape the future development of the market and the financial advisory industry.

ersonal annual income Between CNY 125,000 - 1 million

vestable assets Less than CNY 7 million (or equivalent to USD 1 million)

People and cities surveyed 4,592 people

® Tier1: 2,055 Shanghai, Beijing, Guangzhou, Shenzhen
® Tier2: 1,552 Chengdu, Hangzhou, Dalian, Xiamen, Chongging, Wuhan
® Tier 3: 985 Nantong, Shijiazhuang, Zhongshan, Kunming, Xiangyang

Survey field dates June 5 - June 28, 2024

Methodology

The China Rising Affluent Financial Well-Being Index evaluates the overall financial well-being of modern Chinese investors
through a rigorous survey examining four sub-indices of financial behavior and attitudes. Survey respondents were asked
a total of 65 core questions related to these sub-indices:

Confidence Satisfaction with personal financial status, sense of personal financial growth prospects, and
sentiments towards financial concerns.

P[anning Having and routinely reviewing a financial plan, setting timelines for financial goals, and beliefs
regarding the possibility of achieving financial goals.

Management Having a sense of risk, attitudes towards portfolio management, and sensitivity towards fees.

Engagement Diversity of financial services used, engagement with professional financial advisors, and
sensibilities regarding digital financial advisory platforms.
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The 2024 China Rising Affluent Well-Being Index
saw confidence, planning, and management
indices dip slightly, while engagement improved.

~ ® Overall Financial Well-Being Index

2017 2018 2019 2020 2021 2022 2023 2024

*2017 and 2018 did not include data from Tier 3 cities.
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2024 CHINA RISING AFFLUENT FINANCIAL WELL-BEING INDEX

Headline Observations

48

Household debt emerges as a key concern driving the decrease in
financial confidence.

Lagging preparedness for key financial concerns indicates room for
improvement in long-term planning.

Money is sitting on the sidelines as the rising affluent have yet to
fully recognize the value of financial investment.

Overcoming irrationality and short-term behavior remains a key
challenge; professional financial advice can help.

The rising affluent show growing demand for diversification, with
overseas investment gaining traction.

Increased awareness of retirement planning is not matched with
actions. A clear, goal-based retirement plan contributes to long-term
financial confidence and satisfaction.




Observation 1

: Household debt emerges as a key
concern driving the decrease In
financial confidence.
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Household debt emerges as a key concern driving
the decrease in financial confidence.

This year, China’s rising affluent reversed seven straight years of increase in their financial
confidence. The middle-income (those earning RMB 15,000-30,000 per month) and high-income
(those earning more than RMB 30,000) groups’ confidence scores dropped by 2.45 and 5.26 points
respectively. By contrast, the low-income group (those earning RMB 10,000-15,000) demonstrated
an increase of 1.69 points in confidence after two years of decline.

Confidence sub-index scores change (by monthly income)

—e— 10-15k —e— 15-30k —o— 30k+
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78.20
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The change in confidence is also reflected in respondents’ self-perception of their preparedness
for their key financial concerns. While the high-income group is most financially prepared, the
proportion of high-income respondents who believe they are well-prepared was only 38.6%,
down 14.8% year-on-year. Among low-income respondents, the corresponding proportion
jumped from 24.8% last year to 37.1% this year, surpassing that of the middle-income group.
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Percentage of respondents who believe they are financially well prepared
(by monthly income)
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Further investigation indicates that increased household debt, which can include secured and
unsecured debt, may be a contributing factor to the decline in financial confidence among the
middle and high-income groups. In these two groups, 16.8% and 22.4% of respondents,
respectively, cite debt as one of their primary financial concerns, up 4.9% and 8.6% respectively
from last year. The high-income group’s concern regarding debt reached its highest point since
the inception of this study.

Percentage of respondents who regard debt as a current concern
(by monthly income)

—eo— 10-15k —eo— 15-30k —o— 30k+
A
A
25% @
)
20%
16.8%
o ——eee @
. °
15% e @ — N
\0
&
®
5% i L i i I
2020 2021 2022 2023 2024

51



2024 CHINA RISING AFFLUENT FINANCIAL WELL-BEING INDEX

Debt also has a substantial impact on the rising affluent’s attitudes toward their current financial
status.

Respondents with debt ~ Respondents without debt

% of respondents who are “very satisfied”
with their current financial status

% of respondents who are “very confident”
with their financial status in five years

The rising affluent’s financial confidence tends to decline as their household debt increases.
Nearly half of the low-income respondents do not have any household debt, while the numbers
for middle- and high-income groups are only 30.5% and 31.7%, respectively. Meanwhile, 48.9%
of the high-income rising affluent spend 10-30% of their monthly income on debt repayment, and
a further 7.4% spend over 30%.

Debt-to-income ratio (by monthly income)

@® Below 10% (excluduing respondents @ 10%-30% ® Over 30% (excluding respondents Not indebted
that are not indebted) that cannot afford their debt)

15.6% 12.1%
8.2%
43.9% 48.9%
28.3%
7.1% 9.8% 7.4%
10-15k 15-30k 30k+
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Personal consumption loans and property mortgages are the two major types of debt held by the
rising affluent, which is particularly pronounced in the high-income group. The proportion of
high-income respondents holding investment property mortgages was almost double that of the
middle- and low-income groups.

Types of debt held by the rising affluent (by monthly income)

® Personal consumption loan @ Carloan @ Primary property mortgage Investment property mortgage

75.2%

60.7% 63.0%

10-15k 15-30k 30k+

In light of this, the rising affluent should attach more importance to debt in their financial
planning. This year, while 55.2% of respondents reported having debt, only 19.2% believe debt
should be considered as part of a financial plan. Of the high-income group, 24.0% of respondents
include debt in their financial planning, performing better than the middle-and low-income
groups, in which only 18.0% and 19.7% include debt, respectively.

What elements do you think should be included in a financial plan?

Debt Time horizon Financial goals Risk consideration
19.2% 38.1% 40.5% 46.5%

|
L 4’\%

E=2

Asset allocation Investable assets
40.0% 41.2%
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Overall, the high-income group has a relatively more nuanced understanding of their financial lives
and exhibit stronger motivation to take action in planning their financial futures. This is also reflected
in other aspects of their investment behavior, which will be further discussed throughout the report.

Wealth management encompasses both assets and debts. Financial institutions should enhance
people’s awareness of the role of debt in long term financial planning through balanced investor
education, thereby contributing to the rising affluent’s financial security and laying a solid
foundation for the achievement of their long-term financial goals.

Debt is a double-edged sword for financial well-being

Apart from well-known aspects including financial goals, time horizon, risk consideration, and asset allocation
strategy, debt is also a key component in financial planning.

We generally categorize debt into good debt versus bad debt, with "good" debt describing things that aim to build
your net worth or help you increase your lifetime earnings; "bad" debt would be borrowing that goes toward a
depreciating asset to satisfy short-term needs, or any debt that carries a high interest rate.

The rising affluent should actively work toward building an accurate understanding of debt and use good debt
wisely to accumulate wealth and achieve financial goals.

How to maintain healthy debt to ensure financial well-being?

® Know your limits and don't take on more obligations than you're comfortable with
® Make it part of the financial plan

® Keep your "good debt" good while ensuring you pay off unsecured debt in time

® Seek to minimize the effective cost of debt, and focus on paying off the debt with the highest interest
rate first

® Carefully consider the priority of debt repayment in your financial planning to prevent being stuck in a
situation where you can only pay the interest but not the principal. Seek help from a financial
consultant when necessary.
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Lagging preparedness for key financial concerns
indicates room for improvement in long-term planning.

This year, respondents feel that the impact of financial concerns, such as personal career
development, medical expenses, and children's education, on their overall financial status is greater
than that of last year, but they have not stepped up efforts in preparing for these concerns.

38.9% of respondents believe the impact is very significant, a substantial increase of 6.8% from last
year, while the proportion of respondents who feel financially well prepared for these concerns only
increased 2.2% in the same time frame.

% of respondents who believe financial concerns % of respondents who feel financially
have significant impact on their financial status well prepared for financial concerns
4 w

2022 2023 2024 2022 2023 2024

The rising affluent’s lack of preparedness is further reflected in their financial planning activities.
This year, the financial planning sub-index recorded a score of 38.28, a significant drop of 3.36
points from last year. Only 58.7% of respondents said that they have a financial plan, down 6.1%
from last year and declining for three straight years.

Percentage of respondents with financial plans

66.6%
° 65.5%
[ y—
e
62.7%
[ ]
58.7%
[
2020 2021 2022 2023 2024

56



Notably, the rising affluent’ s attitudes towards financial planning vary across different demographic
groups. The proportion of the youngest (aged 18-24) and oldest (aged above 45) age groups
practicing financial planning increased by 7.4% and 10.7%, respectively, from last year; whereas the
same proportion in the two middle-age groups show varying degrees of decline.

Percentage of respondents practicing financial planning (by age group)

® 2021 ® 2022 ® 2023 ©® 2024
72.2% 9
6y o7 69.8% 708% g o9 705% 68.1% 8.0 cocor o0 o 65.8%
57.1% 57.8% &5 1o
463 | 51.1% | I | 55.1% I
18-24 Y.0. 25-34 Y.0. 35-44 Y.0. 45+ Y.0.

Across different income levels, changes in financial planning behavior are most pronounced in the
high- and low-income groups: only 49.9% of low-income respondents state that they have a
financial plan, a significant drop of 12.8% year-on-year and the first drop in four years. Meanwhile
for the high-income group, this proportion increased by 7.9% to 78.6%, the first increase since
2021. The proportion of middle-income respondents practicing financial planning remains relatively
stable, increasing slightly from 66.2% last year to 67.0% this year.

Uncertainty about the future is the main reason why the rising affluent are reluctant to engage
with financial planning. This leads to polarized attitudes toward wealth management, with
respondents either becoming too eager to achieve short term results or not taking action at all.
“External events will reduce the plan’s usefulness” is the most common justification for not having a
financial plan, with 31.9% of respondents selecting this option.

Reasons for not practicing financial planning

2 Insufficient capital for financial plan to be useful 23.3%
3 I will not act in accordance with the plan 22.8%
4 Have a stable investment income 22.7%
5 Satisfied with current financial situation 22.1%
6 Financial plans cannot help me 20.9%
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In fact, a financial plan is the foundation on which to build, understand, and achieve one’s goals. It
is not designed as a one-off exercise that can withstand all external events, but should rather be
understood as an ongoing process that requires regular review and adjustment in response to
changing circumstances to ensure one is on track to achieve financial goals.

The proportion of respondents who have not set a clear timeline for achieving their goals has also
increased for three straight years, standing at 52.9% this year. Meanwhile, respondents who do
have a timeline have shortened the time horizon for achieving important goals, including preparing
for marriage, saving capital to start a new company and procure real estate, and supporting
elderly parents, reflecting a sense of anxiety over the external fast-changing environment.

Expected time to achieve different financial goals (years) ® 2023 @ 2024
7.38
possible emergencies 33 v

6.10
536 v

Capital to start a business

8.03
39 v

For children to get married or
establish their own business
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Despite this, the survey results indicate that increasing engagement with financial planning
contributes positively to all aspects of financial well-being, especially in the face of market volatility
and uncertainty. Respondents who have a financial plan outperform those who do not on all three
sub-indices other than financial planning. The former group is also more satisfied with their
personal wealth management capabilities and current financial status.

Sub-index scores for respondents with / without financial plans

® Have a financial plan @® Do not have a financial plan
79.89 79.49
45.13
37.83
Confidence Management Engagement

Financial planning is a long-term endeavor and neglecting to plan ahead during periods of market
volatility may pose risks to financial security in the future. The rising affluent should therefore take
a more proactive approach to financial planning and focus on achieving their long-term goals.
Financial institutions also have a responsibility to provide targeted advice and guidance to help
the rising affluent take ownership of their financial future.
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Money is sitting on the sidelines as the rising affluent
have yet to fully recognize the value of financial
investment.

Our Index study has shown  Qwnership of investment properties
a decline in the rising
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Coinciding with this is a three-year increase in the rising affluent’s preference for financial
products over real estate, with the proportion recording a five-year high in 2024. In contrast,
only 9.9% state that they favor real estate investment. Flexibility (40.7%), liquidity (37.9%), and
relatively stable investment returns (33.4%) are the main reasons cited by respondents for
favoring financial investments.

Investment preferences for real estate vs. financial products

—e— Prefer financial products —e— Prefer real estate —e— Equal preference

53.2% 51.0% 52.4%

450V. ) [
40.3% °

29.9%
— .
18.3% 18.N.

2020 2021 2022 2023 2024
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The rising affluent's portfolios continue to be dominated by cash and fixed deposits and lack
diversification, suggesting that they have not fully recognized the value of financial investment.

Cash and fixed term deposits account for more than half (57.3%) of the rising affluent’s average
investment portfolio, with 66.8% of respondents viewing these as their most preferred asset type,
hitting an all-time high since the inception of this study. Notably, the proportion of cash and fixed
deposits held by the low-income group (63.2%) is nearly one-third higher than that of the high-income
group (47.6%).

Average investment portfolio makeup
8.9%

18.7% .
Overseas investment

Bank wealth management products
("Bank WMPs")

7.8%
Fund

57.3%

7.0% Cash and fixed term deposits

Stock

0.3%
Others

At the same time, only 72.2% of respondents have a diversified portfolio beyond cash and fixed-term
deposits, a record low in the past four years.

High liquidity, having limited personal investment knowledge, and cash being a reasonable component
of an investment portfolio are the most common reasons the rising affluent give for holding cash.

Reasons for holding cash and fixed term deposits

1 Need for higher asset liquidity for unexpected needs 35.3%
2 I have limited investment capability and prefer a more conservative approach 34.6%
3 Cash is a reasonable component of an investment portfolio 32.2%
4 Other investment methods are perceived as having high risk and excessive volatility 26.0%
5 Lack of confidence in the market 22.1%
6 Insufficient understanding of other investment options 21.3%
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Further analysis reveals that the proportion of cash in the rising affluent’s portfolios is highly
correlated with their main reasons for holding cash. Respondents with less than 10% cash
holdings mostly view cash as a reasonable component of the investment portfolio; those with
cash holdings of 10-50% cite “cash is highly liquid and can come in handy for unexpected needs”
as the top reason; whereas those with cash holdings of more than 50% believe they have limited
investment knowledge and thus prefer more conservative investments.

Reasons for holding cash (by cash holding rate)

Cash holding rate Reasons for holding cash
Need for higher asset Limited investment Savings are a reasonable
liquidity for unexpected capability, preferring a more component of the
needs conservative approach investment portfolio
<10% 42.4% 25.0% 53.7%
10-30% 48.9% 35.8% 36.8%
30-50% 39.7% 38.9% 36.2%
50-70% 33.7% 38.7%
>70% 27.0%

In addition, respondents without a clear preference between financial products and real estate
investment hold particularly high proportions of cash. This indicates that not knowing what to
invest in and how to invest are likely a root cause of the rising affluent’s high cash holding rate.

Cash holding rate (by preferences for financial products vs. real estate)

With clear preferences

TRRRR

Prefer financial products 50.6%
o 6 6 o o
T T
Prefer real estate 50.3%

Without clear preferences

PRRRRDS

Not sure / Don't know 63.0%
o 6 6 o o o

T

Same preference 62.5%
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Fortunately, professional financial advisory services can effectively help the rising affluent better
allocate excess cash holdings in line with their individual needs, thereby balancing the need to
ensure short-term liquidity with achieving longer-term growth.

Data shows that among respondents who have consulted a financial advisor, cash and fixed term
deposits account for 51.6% of their average investment portfolios, compared to 65.2% for those who
have not. Of respondents who have sought advice from a professional advisor, 36.2% report
improvements in their investment performance following consultation, while only 4.0% report a decline.

Cash holding rate for respondents who have vs. have not consulted a financial advisor

57.3% 51.6% 65.2%
Overall Have consulted a financial Have not consulted a financial
advisor advisor

Is more cash always better in wealth management?
Cash serves two main functions in our financial lives:

One is liquidity cash that is held flexibly in the form of current savings to support daily expenses. Setting aside a
certain amount of cash in an account that is safe and easily accessible plays a critical role in one’s financial
health. For families with relatively stable living conditions, the emergency fund should typically be able to cover
3-6 months of essential living expenses, including housing costs, food, transportation, utilities, and medical
expenses. Single-income families, those in highly specialized jobs, and individuals with irregular incomes might
consider increasing allocation in their emergency funds.

The other is investment cash that is low-risk, low-return, and therefore makes up a key part of maintaining
stability in a portfolio. This could also include cash equivalents such as money market funds. However, holding
too much cash due to risk aversion can lead to missed opportunities for long-term returns and harm people’s
ability to achieve long-term financial goals. Taking the US market as an example, while the S&P 500 reached its
2009 low on March 6, 2009, the index was up more than 20% from its lows by March 23 and had fully recovered
its Great Recession losses by March 2013. Investors who simply bought the SPDR S&P 500 ETF Trust on the day
the S&P 500 bottomed out in 2009 would have enjoyed a total return of more than 500% by early 2023.! However,
many investors struggled to endure the 18-month bear market, reducing their holdings out of panic or risk
aversion, and thus missed out on the subsequent rally.

* Past performance is no guarantee of future results.

1 Retrieved from https://www.nasdaq.com/articles/a-short-history-of-the-great-recession/.
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Overcoming irrationality and short-term behavior
remains a key challenge; professional advice can help.

Market volatility over the past year has posed challenges to overall investment performance, with
the high-income group suffering the greatest losses. Of respondents in the high-income group,
13.5% experienced an investment loss of over 10% in the past 12 months, a significant increase
from 1.6% in 2023.

Return on investment in the past year (by monthly income)

== More than 10% gain == 0-10% gain Flat == (0-10% loss == More than 10% loss

== Not sure / Don’t know

3.8% 0
® 5.1% -ﬂ’ . 13.5%
. (o]
12.5%
44.7%
42.1%
31.0%
28.7% 26.9% 28.1%
17.3% 15.8% 14.2%
0.4% 0.2% 0.6%
10-15k 15k-30k 30k+

Against this backdrop, the rising affluent are paying more attention to short-term gains, with 27.0%
of the middle-income group and 35.9% of the high-income group, respectively, listing short-term
investment return as a financial concern. These figures increased for the first time in four years.

Percentage of respondents who identify short term investment return as financial
concern (by monthly income)  —— 10-15k  —e— 30K+

35.9%
[ ]
30.7% 29.6%
. o 27.2%
° ® — )
27.6% 26.9N./27.0%
23.0%
2021 2022 2023 2024

66



The rising affluent’s short-term orientation is also underscored by their mutual fund holding periods.
This year’s survey shows that 71.5% of respondents hold mutual funds for less than a year (hereinafter
“short-term investors”), including 39.5% who hold them for less than six months. On average, the
surveyed rising affluent hold mutual funds for 1.14 years only, compared to 4-5 years among US
mutual fund investors, according to a 2022 survey by the Investment Company Institute (ICI).2

Mutual fund holding periods
31.7%

21.4%

19.2%
13.6%
7.8%
4.5%
0.3% - . 1.0% 0.5%
1-3 3-6 2-5

Lessthan  Less than 6-12 1-2 5-10 More than
a week amonth months months months years years years 10 years

When asked about the reasons for short-term investing, 38.6% of respondents believe they can gain
more profits from frequent trading than from long-term investing, even after deducting trading costs.
In fact, frequent trading typically leads to higher costs, as each transaction incurs purchase,
redemption, and/or service fees. Research from the China Equity Fund Investor Behavior White
Paper (2019-2020) shows that the monthly excess return rate between 2009 and 2020 for investors
with a high turnover rate was -1.31%?3, compared to -0.13% for those with a low turnover rate.

Reasons for holding funds for less than one year

1 The profits gained frc_)m frequent trading, after deducting trading costs, still exceed those 38.6%
from long-term holding

2 Worry about high market volatiilty leading to losses 36.7%

3 Limited investment funds lead to selling existing funds topurchase new ones 36.3%

4 Desire to chase hot topics 35.8%

5 Need to liquidate investments products in urgent situations 26.1%

2 Investment Company Institute: 2022 FACT BOOK: A Review of Trends and Activities in the Investment Company Industry,
p.191, https://icifactbook.org/2022/pdt/2022_factbook.pdf.

3 “Excess return rate” is defined as the additional return on investment achieved after trading, and which surpasses the
investment's benchmarkecd return rate had the investor not traded or taken risks.

4 Chinese Fund Investor Investment Behavior White Paper (2019-2020), Yinhua Fund Management Co., Ltd, 2021, retrieved
from https://xueqiu.com/6044883229/194609662.
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Short-term investors also have distinct perceptions of their own wealth management capabilities.
Of short-term investors surveyed, 70.1% say that they are satisfied with their personal wealth
management capabilities, with market analysis being the aspect they are most satisfied with. The
same proportion drops to 58.6% among long-term investors (investors who hold funds for more
than one year), who are most satisfied with their risk management abilities.

Satisfaction with personal wealth management capabilities

Satisfied Neutral Dissatisfied Not sure/
Don’t know
Overall D 668% I 27.1% B 5.7% 0.4%

Short-term investors || NN 70.1% I 24.6% B 5.0% 0.3%

Long-term investors [N 58.6% [ 33.5% [H 7.4% 0.5%

Main aspects of the rising affluent’s wealth management ability

Long-term Investors Short-term Investors

1 Risk management Market analysis
2 Market analysis Portfolio construction
3 Portfolio construction Financial planning

The study also reveals room for improvement in short-term investors’ financial literacy. Financial
literacy was higher among long-term investors, with 43.1% answering all “Big Three” financial literacy
questions correctly, significantly higher than that of short-term investors and the overall average.

Percentage of respondents who answered all the "Big Three" questions correctly

Overall Short-term investors Long-term investors
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A short-term orientation can lead to

impulsive and emotional investment 63.0% Dﬂﬁ 436%

decisions during market volatility, such
as the common behavior of “buying would increase investment would sell after

high and selling low a consistent after gaining profits suffering losses

finding across the years of the Index.

Such momentum trading is more prominent among relatively less-experienced investors who started
investing after 2020, with 35.9% of them stating they would adopt this strategy, significantly higher
than the percentage in more experienced investors.

Percentage of respondents who "buy high" and "sell low"

Initial year of investment

Before 2011 2011-2015 2015-2020 After 2020

Our study suggests that although financial advisors can do little to stop investors from “buying
high,” they can effectively prevent investors from “selling low” out of panic during times of

market volatility.

Financial advisors' impact on investors "buying high" and "selling low"

@ Respondents who have not consulted a financial advisor @ Respondents who have consulted a financial advisor

63.7% 55.6%
62.5% ) 35.1% )

% of respondents “buying high” % of respondents “selling low”
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Respondents who prefer long-term investment also display higher trust in financial advisory services,
with 41.4% of them finding financial advisors very helpful, while only 32.4% of short-term investors
hold the same belief.

Perception regarding the role of financial advisors

@ \Very helpful @ Helpful Not helpful

Short-term investors 32.4% 54.5%

Long-term investors 41.1% 53.5%

5.4%

The findings suggest obvious pathways for the industry to help the rising affluent navigate volatile
environments and become more disciplined in investing through proactive communication, heightened
investor education, and professional financial advice.

Why do we need long-term investment?

Market volatility is inevitable, and timing the market perfectly is nearly impossible. Schwab’s research shows
that the cost of waiting for the perfect moment to invest typically exceeds the benefit of even perfect timing.?
Therefore, a better strategy for most investors is to make and stick to a financial plan, maintain a long-term
perspective, and leverage the power of compounding to drive long-term returns. This entails establishing a
diversified portfolio, as well as regularly reviewing and rebalancing it.

According to the Public Equity Fund Investor Profitability Insight Report (2021),° the cumulative return of
actively managed equity funds in China in the 15 years ending March 31, 2021 is 910.68%, which represents an
annualized return rate of 16.67%. Individual investors’ investment performance shows significant correlation
with their holding period: the average return for investors who held funds for less than three months was
negative, with less than 40% of them making profit. For investors who held funds for more than three months,
the average return rate becomes positive, with 62.72% of them making profit. Investors who hold funds for more
than ten years achieved an average return of 117.38%, with 98.41% of them making a profit.

5 Charles Schwab, Schwab's 7 Investing Principles, retrieved from https://international.schwab.com/investing-principles.

6 Public Equity Fund Investor Profitability Insight Report (2021), Invesco Great Wall Fund, Fullgoal Fund, and Bank of
Communications Schroders Asset Management, 2021, retrieved from
https://dfscdn.dfcfw.com/download/A2_cms_f 20211021084351581337&direct=1&abc6970.pdf.
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The rising affluent show growing demand for
diversification, with overseas investment gaining
traction.

Despite the dominance of cash and fixed deposits in rising affluent portfolios, their shifting perceptions
and expectations of the role of financial advisors reflect a rising demand for diversification.

This year, 32.2% of respondents state that they would like help from financial advisors in building
diversified investment portfolios, ranking second among all options. And 27.4% of respondents cite
portfolio diversification as one of the greatest advantages an advisor can offer over DIY investment,
a significant increase from last year and the choice which saw the highest increase this year.

Greatest advantage(s) the rising affluent believe

a financial advisor can offer compared to DIY

Help me overcome behavioral bias 18.9% 21.9% A
Avoid emotional decisions during market volatility 22.1% 22.7% A
Achieve stable returns 26.3% 23.2%
Improve investment returns 28.5% 24.7%
Reduce investment risks 30.8% 26.4%
Make better plans for my family’s wealth 33.6% 27.4%
Diversify portfolio 17.8% 27.4% A
Help me achieve my long-term financial goals 29.4% 27.4%
Provide personalized investment advice 33.9% 28.8%
Save time and effort 30.4% 30.5% A

Respondents earning over RMB 30,000 and living in Tier 1 cities are most cognizant of this, with
more than 30% in each of these two groups believing that financial advisors provide an
advantage in helping clients achieve diversified portfolios.

72



% of respondents who acknowledge financial
advisors' value in building diversified portfolios

(by monthly income)

. 4

% of respondents who acknowledge financial
advisors' value in building diversified portfolios
(by location)

. 4

10-15k 15-30k 30k+

Tier 1 Tier 2 Tier 3

The rising affluent are also increasingly looking at a diverse array of channels to achieve their goals,
including investing in assets with higher growth potential such as stocks and funds, purchasing
retirement insurance, and opening an individual pension account. While saving regularly remains

the primary strategy through which the rising affluent achieve financial goals, the proportion of
respondents who choose this strategy decreased by 5.2% compared to last year.

How do you plan to achieve your most important financial goals?

® 2023 @ 2024

Contribute money to my personal pension
account

Purchase retirement insurance

Invest in real estate

Invest in overseas markets for diversification

Invest in high-growth-potential assets
(e.g., stocks and funds)

Invest in low-risk assets
(e.g., bank wealth management products)

Save regularly

Bl 3.4%
I 15.3%

B 5.0%
I 16.8%

I 25.7%
I 17.2%

I 16.7%
I 18.6%

I 22.7%
I  23.9%

I 27.6%
I  27.1%

I 43.7%
I 38.5%
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Against this backdrop, overseas investments’ have emerged as popular options for diversification.
This year, 31.9% of the rising affluent state that they have invested overseas through channels
including QDII funds, with enhancing financial security (58.8%) being the primary reason cited by
respondents, followed by a desire to obtain short-term profits (45.0%).

Reasons for investing overseas

Improve financial Overseas investment markets My preferred investment products
security are stabler and lower risk are not available in China
Obtain a higher return Obtain short-term profits | have family members
on investment as overseas markets overseas (such as a
perform well recently child studying abroad)

Nearly 80% of the rising affluent who have invested overseas choose to invest in funds, making it the
most popular overseas investment vehicle. Fixed-term deposits, despite being a primary go-to option
in the home market, only attracted 39.0% of respondents in overseas markets.

Choice of overseas investment products

79.6%
66.3%
58.4%
48.4%
39.0%
Fund Insurance Stock Bond Fixed Deposit
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Financial advisors have turned Percentage of respondents who have overseas

out to play an important role in investments
the rising affluent’s overseas

investing journey. Among \

respondents who have

consulted a financial advisor, 43.7% 15.4%
43.7% have overseas allocation,

compared to 15.4% for

respondents who have not Have consulted a financial Have not consulted a financial
consulted a financial advisor. advisor advisor

With diversification gaining traction among the rising affluent, financial institutions should step
up to develop new product offerings and strengthen their advisory capabilities in line with investor
needs to solidify the rising affluent’s long-term financial well-being.

How can we build a diversified investment portfolio?

As markets ebb and flow, having a diversified portfolio with a risk profile that aligns with financial goals can
effectively enhance the rising affluent’s financial resilience.

Overseas investments make up part of a well-diversified portfolio. Historical data shows that constructing a
globally diversified portfolio gives investors more opportunities to participate in the growth around the world
and reduce the impact of short-term volatility in individual markets on your net value.’

Asset allocation and diversification work together to ensure a sound portfolio.
To begin with, you can diversify your portfolio in three ways:

® Across asset classes with a long-term asset allocation plan that combines different categories of
major types of investments like stocks, bonds, and cash.

® Within asset classes so you're not too concentrated in any one market sector, company size, or country.

® By mixing investing styles through a combination of both value and growth stocks.

While diversification does not make investors immune to losses, it is widely recognized as an effective way to
enhance overall returns at any given level of risk. It is equally necessary to review and dynamically adjust your
portfolio in accordance with your risk tolerance and time horizon for achieving financial goals.

7 Charles Schwab,
https://www.schwab.com/public/file/P-3760977/FINAL_GlobalPerspectives_Whitepaper_070715_PDF _Version.pdfs.
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Increased awareness of retirement planning is not
matched with actions. A clear, goal-based retirement
plan contributes to long-term financial well-being.

This year, the rising affluent demonstrate growing awareness of retirement in their financial lives.
47.4% of respondents report they have a retirement plan, up 6.4% from last year.

58.3% of the rising affluent above 45 have begun planning for retirement, the highest among all age
groups. Respondents with higher income are also more likely to have a retirement plan.

Percentage of respondents who have a retirement plan
P Overall 47.4%
By age group

18-24Y.0. I 47.1%
25-34Y.0. I 40.6%
35-44Y.0. I 52.8%

45+ Y.0. e 58.3%

By monthly income

10-15k I  38.8%
15-30k I  55.6%
30k s  66.3%

This is accompanied by increased participation in personal pension accounts. 55.5% of respondents
say that they have heard of the scheme, which was officially launched in 2022, up 10.2% from last year.
A further 48.7% have already opened an account, 7.8% higher than last year, with another 40.6%
saying they plan to open an account in the future.

Participation in the personal pension scheme

LTI

55.5%

of respondents
have heard of
the scheme 48.7% 10.7% 40.6%
Have opened an Plan to open Do not plan to
\ account an account open an account
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Despite this, insufficient and unrealistic understandings of what retirement planning entails could
undermine the rising affluent’s actual preparedness. The time horizon that respondents believe
they will need to achieve retirement goals has shortened for the fifth year, standing at 8.99 years on
average this year, well below what the industry generally believes to be necessary.

This trend is most pronounced among respondents aged 18-24, with their timeline shortening
from 12.77 years in 2023 to only 7.98 years this year. Other age groups all shortened the timeline
by approximately one year.

Expected time to achive retirement goals (number of years) ® 2023 @ 202

12.77
11.02 g g4 10.27 9,83

9.92 8.99

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

When asked about source of retirement income, 40.7% of the rising affluent believe government
pension will be insufficient to cover their expenses after retirement or are unsure, yet only 31.7% of
them have engaged in retirement planning.

In terms of ways to prepare for retirement, respondents who believe government pension will be
insufficient prefer stable approaches such as regular savings, retirement insurance, and wealth
management products. Conversely, those who believe government pension will be sufficient prefer
high-growth and high-risk investments such as stocks and funds. Having a clear understanding of
retirement targets and leveraging diverse investment channels can better support the rising affluent
to prepare for retirement.

Ways to prepare for retirement

Believe government Believe government

pension is insufficient pension is sufficient
Investing in products with high growth potential o
(e.g., stocks, funds) 34.3%
Consulting a professional financial advisor 29.0%
Opening a personal pension account 28.1%
Investing in low-risk assets (e.g., bank WMPs) 27.2%
Purchasing retirement insurance 42.1% 29.7%
Regular savings 51.8% 37.6%
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Further study reveals that those who have a retirement plan have a clearer understanding of the time
horizon and stronger execution abilities when it comes to retirement planning. For example, 94.2%
of respondents who have a retirement plan have a certain answer as to whether they plan to retire
in line with the national retirement age, compared to only 64.5% among respondents who do not
have a retirement plan. Furthermore, as high as 87.6% of those with a retirement plan have set up
separate accounts for different financial goals, compared to 27.9% for those who do not have a
retirement plan.

Clear planning and consistent execution contribute to long-term financial confidence and
satisfaction. Respondents that have planned for retirement demonstrate higher overall well-being,
with a better performance across all four sub-indices. They also have higher expectations for their
post-retirement living expenses, which stands at RMB 17,844 per month on average, compared to
RMB 11,809 for those who do not have a retirement plan.

Index and sub-index scores for respondents with / without retirement plans

@ Have a retirement plan @ Do not have a retirement plan

80.15 79.34

75.28
73.04 68.23 72.95

Financial Well-Being Confidence Planning Management Engagement
Index

The rising affluent’s uneven progress in retirement planning and financial preparedness points to a
clear opportunity for financial institutions. This year, more respondents with a retirement plan state
they need help from financial advisors, increasing from 69.1% last year to 74.7%. This is especially
prominent among respondents who expect their monthly expenses post-retirement to exceed RMB
30,000, with 90% of this group saying they need professional help in retirement planning.

Percentage of respondents who need professional help in retirement planning
(by expected monthly expenses post retirement)

Less than 10k 10-30k More than 30k
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Among the perceived advantages of seeking professional help in retirement planning, the most
popular service is help assessing post-retirement living costs, further highlighting the rising affluent’s
demand for help and guidance in understanding how to adequately prepare for retirement. Other
areas where advice is needed include developing and reviewing retirement plans, as well as choosing
suitable investment products to help achieve retirement goals.

Ways in which respondents need help from financial advisors in retirement planning

50.8%

Helping to assess post-retirement
living costs and calculate
retirement target

49.6%

Developing a presonalized retirement
plan and reviewing regularly

49.57% 45.9%

Choosing suitable

investment products Providing estate

planning an(.l wealth
4 0 i 7 % transfer advice

Managing individual
retirement accounts

It is imperative to start early on retirement planning, regardless of income level or age. Financial
institutions should rise to this emerging opportunity by helping the rising affluent crystalize their
retirement goals and needs, build a clear and actionable plan, and identify suitable pathways
towards their ideal retirement life.
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Advance the Rising Affluent’s Financial Well-Being Through
Holistic Wealth Management Services

In recent years, China’s rising affluent have displayed diverse demands for wealth management services
against the backdrop of a series of socio-economic and capital market developments. Our eight years of
Index studies also repeatedly demonstrate rising affluent investors’ improved perceptions of and
engagement with various types of professional financial services.

Charles Schwab believes that wealth management is a multi-faceted service strategy that is centered
around people’s financial needs and goals, and covers key components of their financial lives. While
investment selection and portfolio construction are important parts of wealth management, they are
far from being the entirety of it.

This year’s findings provide a roadmap for the industry to better understand and respond to the rising
affluent’s emerging needs. Only by viewing the clients’ success as their own success could companies
build a sustainable wealth management industry environment in which investor behavior is more in line
with industry standards, and the connection between institutions and their clients is closer. In turn, the
industry can work together to support rising affluent families to achieve their aspirations for life with
enhanced financial well-being.

6. Retirement Planning

1. Investment Planning

Assessing your retirement goals

Creating and maintaining alongside your budgeting and spending
a customized, goals-based habits, then making a plan for getting
portfolio and providing to - and through - retirement.
actionable

recommendations that
consider a broad range of

investment vehicles. Core Wealth 5. Banking & Credit Management

Management
TOpiCS Providing professional
recommendations and services in
borrowing, debt management, and a
range of specialized lending solutions.

2. Education & Family support 4. Estate Planning

Saving and investing plans
for special family needs
and education goals.

Providing guidance and
access to specialists on
titling and beneficiary
designations, executor
and trustee selections,
distributing assets, and
Helping people learn more about planning charitable giving
strategies and providing access to strategies.

specialists in annuities and insurance

policies that could protect one from risk.

3. Risk Management & Insurance
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Appendix |

Factors comprising index score

2024 Rising Affluent Financial Well-Being Index Score: 70.51 ¥
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P' Confidence 74.05 %%

Satisfaction with personal
financial status

Degree of financial impacts on (1)
the various concerned issues

Financial preparation for various
concerned issues

Sentiments towards personal
financial growth prospects

P@ Management  42.12

Have a sense of risk 0

Have a precise portfolio
management strategy

Sensitivity towards (1)
investment management fees

Review of return of investment

—=] Planning 38.28 %

Have a financial plan
Review financial plan

Have a specific timeline for
financial goals

The possibility of achieving
the financial goals

,(8_ Engagement  79.72 *%77

Diversity of accessed financial
service

Contribution of financial
advisor/institution

Credibility of financial advisor
/institution

Contribution of financial
digital platforms

e © © © ©

Credibility of financial digital
platforms



Appendix Il
Index and sub-index score by age group

Financial Well-Being Index 2024 2023 2022 2021 2020

18 -24y.0 74.82 68.41 70.59 69.79 72.78
"""" 2%-3yo. 7002 77 7329 7166 6915
"""" 3%-44y0. 7024 707 7128 7241 6933
"""" 4eyo. 7004 7050 7201 7260 7059

Confidence 2024 2023 2022 2021 2020
"""" 18-20y0. 7827 748 7385 7280 74%0
"""" 2%-34yo. 7384 7a% 7544 7318 7004
"""" %-44yo. 774 a5l 7304 7445 7112
"""" 4eyo. 7349 7479 7435 7% 7280

Planning 2024 2023 2022 2021 2020
"""" 18-24y0.  sl00 @859 0864 3656 5365
"""" 2%-3yo.  ®9 498 4782 626 4479
"""" 3-44yo. 407 4595 4570 4604 4015
"""" seyo. 4y w4 w3 e W07

Management 2024 2023 2022 2021 2020
"""" 18-20y0. 49 4198 4590 4570 4675
"""" 2%5-34ye. 44k @26 4502 a8 404
"""" 3-44yo. 4183 4404 4511 443 M2
"""" 4eyo. 48 4336 4558 4528 4529

Engagement 2024 2023 2022 2021 2020
"""" 18-24y0. 8 7726 7876 7680 7840
"""" 2%-3yo. 798 7940 841 7874 7614
"""" 3-44y0. 789 7870 7844 7984 7631
"""" 4eyo. 7882 7886 7991 806 7779




Appendix Il
Index and sub-index score by city tier

Financial Well-Being Index

Confidence 2024 2023 2022 2021 2020
Tier 1 74.59 74.18 73.70 73.19 70.31
"""" re2  ma&  me w0 e nam
"""" tees 71 7ess 762 a7 705
Planning 2024 2023 2022 2021 2020
Tier 1 36.83 43.47 47.23 46.86 43.81
"""" re2  sms s el s ses
"""" s 4% e 407 %76 %69
Management 2024 2023 2022 2021 2020
Tier 1 42.19 43.17 44.76 45.87 45.98
"""" re2  ses s 4585 4% 4760
"""" s @n e 62 @ e8|
Engagement 2024 2023 2022 2021 2020
Tier 1 79.72 78.91 79.43 78.22 76.42
"""" re2  7m® 71 n ss 7%
"""" mers w2 w24 ss 799 7658
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Appendix IV
Index and sub-index score by monthly income

Financial Well-Being Index 2024 2023 2022 2021 2020
10-15K 70.02 68.93 71.47 71.81 68.37

"""" sk 706 702 743 7es 7062

"""" ske e 7es e ma 733
Confidence 2024 2023 2022 2021 2020
10-15K 73.88 72.19 73.67 74.19 70.10

"""" 3k sl 7628 ek 7ass s

"""" ske  7se eis 7820 753 7430
Planning 2024 2023 2022 2021 2020
10-15K 33.82 39.48 38.28 37.27 37.39

"""" w3k wes 4 a7 a3 49s

"""" ske  s21 es  see w2 sa7s
Management 2024 2023 2022 2021 2020
10-15K 41.08 43.29 44.99 45.62 45.91

"""" 30k s daas el dsds des1

"""" ke s 43 4ss6 4% 4918
Engagement 2024 2023 2022 2021 2020
10-15K 79.78 77.24 79.44 79.57 75.58

"""" w3k 7em 79ss a2 e 7708

"""" ske  es @i ey 787 7980
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