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e Spectrem conducts ongoing research with Investors and their Advisors.
« 15,000 to 20,000 research interviews per year
* One-on-one in person discussions

« Focus Groups, telephone interviews and online research methodologies

*  Spectrem publishes in-depth research reports advisor publications, and provides
strategic consulting to the Financial Services Industry and Advisors.

e Spectrem’s Millionaire Corner website provides investor insights about investing and
enables investors to search for an advisor.

e  Today we will focus primarily on affluent investors in two distinct stages of their life.
* Pre-retirees: Investors age 55 and older who are still working

 Retired: Investors who are no longing working
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* The largest percentage of wealthy households are retired, and they worry
about having sufficient income in retirement.

* The current political climate plays a greater role in investment decisions as
compared to a year ago.

e Two-thirds of investors utilize the service of a financial advisor in some
capacity. Investors become more advisor-dependent as they get closer to
retirement and in retirement.

e Understanding investors level of risk, as defined by the Investor, is of critical
importance.
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The Spectrem Affluent Investor Confidence Index (SAICI) *™ and the Spectrem Millionaire
Confidence Index (SMICI)*™ remain on a roller coaster for the past year.

Spectrem Indices
February 2012 to February 2013

«  Spectrem Affluent Investor 20
Confidence Index (SAICI)SM s Y Ny

* - Neutral 0

* Spectrem Millionaire Investor °

Confidence Index (SMICI) SM 0

* - Neutral s

31 to 51= Bullish; 11 to 30 = Mildly Bullish; 5 Wmm P o
° At v ,
10 to -10 = Neutral, . W
_11 tO _30 - Mlldly Bea”Sh, _31 to _50 = Bearlsh 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013

The Spectrem Affluent Investor Confidence Index (SAICI)*™ and Spectrem Millionaire Investor Confidence Index (SMICI)*™ gauge the investment outlook
of households with more than $500,000 of investable assets and $1 million of financial assets, respectively.
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The current political climate has affected wealthy investors investment plans more so than
one year ago.

Thinking about your household’s investment portfolio, which one factor would you say most affects
your investment plans today?
- Wealthy Investors

26%
11-Dec M 12-Mar 12-Jun H 12-Sep B 12-Dec

23%

20% 20%

14 %
13%

12 %12 %

8%
7%

5% 5%

Economy Unemployment Fiscal Cliff Europe Crisis Political Climate Market
Conditions
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The number of wealthy households continues to rebound from the Economic Crisis. All of
these numbers are expected to trend upward when 2012 data is available in March 2013.
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The largest number of Millionaires and UHNW households are retired. Thus, their financial
needs are very different from those who are continuing to build wealth.

_ Millionaire UHNW

63%

M Retired Pre-Retirees
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Investors remain concerned about the country’s economic condition. Interestingly, attitudes
remain at similar levels of concern as in 2009.

National Concerns

2009 2013
1 71%
68% Inflation 64%
(o)
65% 65%
Inflation
’ 68% i
71%
| National debt L76%
82%
82%
Prolonged economic 79% 81%
downturn 6% Prolonged economic 78%
(o]
/‘ downturn 77%
H Mass Affluent LI Millionaire EHUHNW
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Wealthy investors concerns have remained consistent over the past several years.

bsm 68%
The financial situation of my children 68% 6%
or grandchildren 66% 71°(y
(o]
67% 67%
The health of my spouse 2% 62%
65% 62%

72% 74%
Maintaining my current financial 65% 72%
position 61% 66%
64% 63%
0,
My own health 58% Gf’
60% 57%
B Mass Affluent LI Millionaire EUHNW
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The primary investment selection factor for investors is the level of risk associated with their
investments, followed by the diversity of investments.

Level of risk associated with investments

Diversity of investments

Reputation of companies where investments
are made

Past track record of investments

Tax implications of investments

Social responsibility of investments

B Mass Affluent

© 2013 Spectrem Group. All rights reserved.
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Investors have move from a highly conservative stance post the crisis to a more moderate
approach currently.

B Conservative
I Moderate
-1 Aggressive

H Most Aggressive

3%

\ Mass Affluent Millionaire UHNW} \ Mass Affluent  Millionaire UHNW}

| |
2009 2013
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The portfolios of pre-retirees and retired wealthy investors are similar.

Pre-Retirees

Pre- Retirees
Mean Investable
Assets:
$1,875,000

13%
B Rollovers, Contributory and Roth IRAs

Deposit Accounts
B Mutual Funds

© 2013 Spectrem Group. All rights reserved.

Retirees

Retired Mean
Investable
Assets:
$2,475,000

10%

Professional Managed Accounts
M Stock and Bonds
Other Investments
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Wealthier households are not concerned about having sufficient income to live comfortably
throughout their lifetime. Nearly forty percent of wealthy investors do not share their

optimism.

Pre-Retirees Retirees
0,
83% 89%
77%
61%
40%
23% 23%
(o)
' 6% 4% 4% L1% 6%
— g
I fully expect to Because of the At the present | fully expectto  Because of the At the present
have sufficient current economic time, my household have sufficient current time, my
income to live environment, | will is not saving income to live economic household is not
comfortably during  be delayingmy  enough to meet our comfortably environment, | saving enough to
retirement retirement financial goal during will be delaying meet our
retirement my retirement financial goal

B Wealthy "{UHNW
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Wealth investors become more advisor-dependent as they enter the retirement phase of
their life.

Pre-Retirees Retirees

0% Advisor - Dependent - -

229% Advisor - Assisted _ 25%

© 2013 Spectrem Group. All rights reserved. 18




Spectrem’s

VA

SpectremGroup A d V i S O r U S a g e FOR INVESTORS

ABOUT INVESTORS

Voice of the Investor

As investors move into their retirement years, more decide to trust their advisors for the
majority of their financial needs.

Pre-Retirees Retirees

| rely and trust my advisor for the
41% vast majority of my financial needs

51%

| have a portion of my investments
18% with an advisor to compare results
with my own investing

16%

| am relying less on an advisor and
17% making more of the financial
decisions without their assistance

14%

10% | have done most of my own
investing but now | am transitioning
more of my assets to my advisor

7%

a
N Y
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Retired wealthy investors are, across the board, are somewhat more satisfied with their
advisors, than those who have not entered their retirement life stage.

Pre-Retirees Retirees

Recommendations and advice during
65% the recent recession 70%

— 78% Responsiveness to requests 84%
— 75% Knowledge and expertise of advisor 81%
_ . Overall satisfaction with your advisor 75%
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Not being responsive to an investor is the number one reason both Pre-retirees and Retirees
decide to change financial advisors.

Pre-Retirees Retirees

Not returning phone calls in a timely
manner

61% 58%

r
[

54% Not providing me with good ideas 50%

and advice

48% Not being proactive in contacting me 47%

Not returning emails in a timely
manner

45% 43%

Long-term (over one year) losses to

my portfolio Sk

38%

13% | can think of no reasons for firing my
financial advisor

18%

r
1
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Responsiveness, understand of risk appetite and professional designations are very important
to retired wealthy investors.

Pre-Retirees Retirees

| expect my advisor to respond
93% promptly to my inquiries and
questions

95%

|\
|\

| feel that my advisor understands

84% my appetite for risk 88%

It is very important to me that my

— 70% advisor has professional registrations — 78%
and licenses such as CFP or CFA
| prefer to work with one advisor —
0,
_ e who handles all facets of my wealth 72%

| rate my advisor on whether or not
he/she regularly outperforms the
market

55% 50%

|

|
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- Investors today remain worried about similar issues as in 2008 and
2009, and expect advisors to be responsive to questions they may
have.

* Investors remained concerned about prolonged economic downturn and
the future of their children and grandchildren.

* Developing an appropriate multigenerational plan will respond to client’s
concerns for the well-being of their offspring.

- Wealthy investors worry about having sufficient income to live on
during retirement. Advisors should ensure all financial solutions are
projected in the context of planning for retirement.

- Advisors must be responsive to their clients. Not returning a phone call
in a timely manner is the number one reason clients change financial
advisors.
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