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A Quick Question

Over the past 20 years in the U.S., the best
average returns have been generated by:

. Stocks

. Bonds
. CDs

. Precious metals
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Another Question

If interest rates rise, what will typically happen
to bond prices?

1. They will rise

2. They will fall

3. They will stay the same
4

There iIs no relationship between bond prices
and interest rates
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Investing In America Some

Context
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Investor Survey

A Part of National Financial Capability Study (NFCS)

A Sampled 2,000 U.S. adults with retirement
accounts

A Administered an investeifocused survey

A Weighted to approximate the investor population in
terms of age and education

A Report and data available at
www.USFinancialCapabillity.org

FINra”

Investor Education Copyright FINR2017| 8
FOUNDATION


http://www.usfinancialcapability.org/

Investing In America

35%

m No Accounts
m Taxable Accounts
m Only Retirement Accounts
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A About a third of HHs
have no investment
accounts

A About a third have only
retirement accounts

A About a third have
taxable accounts



Few Households Hold Most Assets

71% of households have less than $100K in investable as:
80%

.3% of households hold 21% of assets

m Households

m Assets
m No Accounts

m Taxable Accounts
10% -

= Only Retirement Accounts
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on Important Investment Topics
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Securities Owned

© INVESTING BEHAVIORS O

Individual stocks are the most commonly held investment, followed by mutual funds

Individual stocks Mutual funds Individual bonds Annuities

LESS COMMONLY HELD INVESTMENTS

Exchange-traded funds REITS, Options, Private Commodities or Futures
Placements, Structured Notes
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More than Half Use Professionals

Reasons for using professional advisors

% Very important (3-pnt scale)

To improve investment

81%
performance

To help avoid losses 78%

To learn about investment
opportunities

To have access to investments |
couldn’t get on my own

To free up my time
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Conflicts of Interest?

How much do you think each of the following would affect the advice that a financial advisor gives you?

% Affect a great deal

His/her firm pays an incentive for selling 43%
certain investments 29
He/she receives compensation from third _ 40%
parties to sell their investment products 6A%

He/she receives a commission based on 34%

trading activity

55%

B Use advisor Do not use advisor

|
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Are Investment Fees Reasonable?

“The fees | pay for my non-retirement
investment account(s) are reasonable”

70%
Agree
20%
Neutral How clear of an understanding do you have
of the fees you pay for your non-retirement
5o investment account(s)?
Disagree
(1-3)
62%
4% Clear
Don't know/
MNo answer 31%
Neutral
5%
Not clear
(1-3)
— 2%
-?-.E - Don’t know/
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Have Used &obaAdvisor?

40% - 38%

Varies sharply by age

16% 15%
0% - | t
Total 18-34 35-54
FINFa¥®

Investor Education
FOUNDATION



Market Trust

How confident are you that U.S. financlal
markets are fair to all Investors?

Neutral Trust in the market is low,
but higher for millennials.
Mot c:}:ngrlgigdem
A%
Co r%:ﬁ sge nt Dﬁ?{;‘::s’ﬁ;f

Age Portfollo value

$50-5250K | 5250K+

Confident that U.5. financial
markets are fair to all investors | 28% 42% 31% 19% 27% 29% 31%
(8 to 10 on 10-pt. scale)
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Disclosures

What is the purpose of investment disclosures?

60% -
52%
30% - 26%
13%
0% - . , . ——
Protecting Protection Both Neither
Investors Institutions
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Use of Disclosures

Recall receiving disclosures 59%
Read the entire disclosure 19%
Skim the disclosure 32%
Do not read the disclosure 8%
Do not recall receiving disclosures 27%
Don't know/No answer 13%

Preferred method for receiving disclosures

__10%
Paper documents physically Documents delivered to you In-person meetings with
mailed to you electronically by email with a broker or adviser

M 18-34 35-54 M55+
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Awareness of Consumer Tools

Awareness of consumer information tools

FreeCreditReport.com 82%

CarFax 81%
AnnualCreditReport.com
Investor.gov

EDGAR database
SmartCheck

BrokerCheck

IAPD database

|
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Background Checks

Background checks are important, but less than
a quarter of investors actually check.

Background research—
investing vs. other decisions

69%
=

Checked with Used-car Read an online

are ulator on buyers who restaurant
l;lground of used Carfax review
a financial
professional
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Investment Literacy How Smart Are

We?
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Investor Literacy Quiz

The guestions...

www.USFinancialCapability.org

FINra”

Investor Education
FOUNDATION


http://www.usfinancialcapability.org/

Investor Literacy

Only 29% answered 6 or more guestions correctly.

Number of correct quiz questions

I Percent
—m— Cumulative

8%, 100%

10%

18% 18%

1% 4%

10 9 8 7 6 5 4 3 2 1 0
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A Closer Look at Investor Literacy

Women and millennials have lower levels of investor literacy.

Performance on investor literacy quiz questions

Total Gender Age Portfolio value
W
=
2
s
u
=]
=
=
1
5
=
=
=
E=1
Total Male Female 18-34 35-54 55+ <550K  550- S250K+
$250K

W Correct ™ Incorrect M Don't know

Mote: Values may not sum to 10 due to rounding

FINra”

Investor Education
FOUNDATION



A Quick Look at Gender

< Thinking Money |-
Decisions, Decisions

of women investors are comfortable
making investment decisions, compared
to 52% of men.

Powered by the FINRA Foundation’s FI n ra

. . . . Ivestor Education
National Financial Capability Study FQUNDATION

FINra”

Investor Education
FOUNDATION



Check Out

Investors in the United States|g g RN
2016 { |

at

USFinancialCapability.org

Investors in the United States
2016
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Tips to Avoid Investment Fraud
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Prevalence of Investment Fraud

17% of American adults were victimized by
iInvestment fraud last year.

Consumer Products & Serwce_ 43%

Fraud
Investment Fraud |G 17%

Employment Fraud | I 13%

Charity Fraud I 12%
Relationship & Trust Fraudiillllllll 11%
Phantom Debt Fraud I 11%

Prize and Lottery Fraudiillll 9%

FINra ? 0% % Victimized 50%
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Common Investment Scams

Penny stocks are the most common type of investment fraud.

Penny Stock IIIIIINIEINGgGgREEEEN 3.3%
Guaranteed Daily ReturnJill NG00 ©.3%
REIT I 2 3%
Alernative Energy Compan\ il N 1.7%
Pre-IPO Stock I 1.4%
Commodoties IIEING 1.3%
Oil or Gas Explorationlllllllll 0.9%
0.0% % Victimized 4.0%
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Anyone can be a victim of financifédaud

Victimprofiles vary byscam:

A Investment fraudvictims are most oftemale, mf\
Oy Iy OA I £, toBegef eiuGatetiandi S o>
approaching or in retirement

A Lottery fraud victims are more typicallgingle & / N

older consumers and those who hal@aver
levels of education and income
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Common Risk Factors

| Repeatedly Targeted

Excited!!! Angry!
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Emotions and Fraud

Both excitement and anger significantly increase older )
F RdzZf 0AaQ AYyiaSyidAaAzy (2 LIzZNOKLE & S

4 Older Adults
Excitement

" B Anger
< |
o 35 ¥ Neutral
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Purchase Intention

e
“:?
FI n r a Source: KircansK\otthoff, ShadelMottola, CarstensenGotlib 016)
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Building Emotion
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