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USER EXAMPLES:
The following are examples of how this report can be applied to business planning and strategic decision-making:

Scenario 1: A large asset management firm is developing value-add programs and sales ideas for its wholesalers to use with advisors. It seeks research
that provides insight and interpretation into behaviors and preferences of the end retail investor. The report Gerulli Quantitative Update: Retail Investor
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e What services are investors looking for from their advisors and how does this vary by wealth level and age?
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focus groups, which can be very costly. The report Cerulli Quantitative Update: Retail Investor Metrics 2009 provides a turnkey resource for investor data
that includes perspective on how firms should incorporate findings into their business planning and strategy development. It provides analyses such as:

e Do investors trust their financial services providers?

e How willing are investors to pay for advice?

e How important is a written financial plan?
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INTRODUCTION & METHODOLOGY

Cerulli Quantitative Update: Retail Investor Metrics 2008 is the first report in an annual series,
which is the outcome of a partnership between Cerulli Associates and Phoenix Marketing International.

Cerulli Quantitative Update: Retail Investor Metrics 2008 is designed to help product manufacturers
and distributors understand the end investor to better inform product development and distribution ini-
tiatives. The report leverages Cerulli’s expertise in intermediated retail markets and overlays Phoenix’s
expertise in end-investor research. Information includes market sizing, investor product usage, investor
profiles, and advice delivery—among other topics. Each exhibit contains charts and commentary,
including the important tactical ramifications for asset managers, broker/dealers, and advisors. The
report is designed as a business planning tool, and additional support leveraging this data—in the form
of customized workshops and other presentations—is also available. Cerulli Quantitative Update:
Retail Investor Metrics 2008 includes multiple sources of data which are described in detail below.

Phoenix Marketing International Affluent Study: Phoenix fields the largest affluent study in the
United States; completing online surveys of 7,800 households throughout the year. The data which
appears in this report comes from the surveys run in six waves between August of 2007 and August of
2008. For comparison, survey responses collected between August of 2008 and December of 2008 are
included in the current market section of the report. Phoenix samples affluent and near-affluent house-
holds with more than $50K in annual income or more than $250K in investable assets. As a result, the
respondents are wealthier and slightly younger than the American population overall. This sample
should be more informative for most financial firms, as the target market for most firms are households
with higher than average wealth. The charts below compare the distribution of households by age and
investable assets across U.S. households and across the Phoenix sample.

Age Range Phoenix Affluent Market Respondents U.S. Households

<30 9.3% 12.79%

30-39 20.1% 17.93%

40-49 22.0% 21.52%

50-59 24.1% 19.13%

60-69 18.2% 13.34%

70-79 5.5% 8.42%

Over 80 0.7% 6.9%
Investable Asset Range Phoenix Affluent Market Respondents U.S. Households
$100K or less 22.1% 73.92%
>$100K-$500K 50.6% 19.25%
>$500K-$2m 21.9% 5.39%
>$2m-$5m 3.8% 1.01%
>$5m-$10m 1.0% 0.30%
>$10m 0.6% 0.12%

Sources: Cerulli Associates, Phoenix Marketing International, Federal Reserve
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Phoenix Marketing International Retirement Services Study: Phoenix also fields a retirement serv-
ices study which aims to address the target market of retirement providers. The study surveys 1,200
households with more than $100K in household income who are between the ages of 35 and 64. These
charts appear in Chapter 2 and Chapter 9 of the report and can be identified by the sourcing which indi-
cates Phoenix Retirement Services Study.

Cerulli Advisor Surveys: CA surveys over 1,000 financial advisors throughout the year through part-
nerships with the Financial Planning Association, Investment Management Consultants Association,
College of Financial Planning, and Morningstar. This advisor data is meant to underlay and support the
investor data and appears throughout the report.

The proprietary data in this report is supplemented with government sources (FDIC, Federal Reserve,
Department of Labor, etc.), as well as third-party sources (Strategic Insight, Morningstar, etc.).

In general, CA’s opinions and perspective are shaped by a robust methodology that includes:

1) Industry understanding: All Cerulli analysts come to the firm with a background shaped by
relevant experience at leading financial services firms, which contributes to the internal pool of
industry knowledge fed by more than 15 years of proprietary research and consulting.

2) Quantitative analysis: CA maintains an online, password-protected survey engine as part of a
voluntary, information-sharing relationship whereby participants complete confidential surveys in
exchange for an aggregate summary of key findings. All information is presented in aggregate
form, and proprietary survey information is not directly attributed to participants.

3) Qualitative research: Cerulli analysts annually conduct background research interviews with
industry executives and advisors in a confidential manner, which allows for candid commentary
regarding the state of the advisor markets and potential future trends.

Other Notes:

= Scales: Cerulli and Phoenix employ a top-two box grouping to define satisfaction and other meas-
ures asked on a seven point scale. For example, an investor would be considered satisfied if they
chose the highest or second highest level on a scale. The middle three rankings are considered neu-
tral, while the bottom two are considered dissatisfied.
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= Databank Format: To give a detailed look at each measure, Cerulli employs a databank format in
which a topic is analyzed using multiple segmentations (age, investable assets, risk level etc) which
appear on consecutive charts and pages. When databanks are used, analysis of the data and key
implications will generally be consolidated on the same page as the primary chart.
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EXHIBIT 2.27

Household Plans to Move Assets from Primary Provider, December 2008
Sources: Cerulli Associates, Phoenix Marketing International
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0% 6.5% 53% 5.4% 0.6% 3.7% 0 6.1%
Private bank Full-service Independent firm Insurance firm Bank Mutual fund firm  Online or discount All households
brokerage brokerage
] Plan to move assets ] No opinion M Do not plan to move assets

=  The majority of households (70.4%) do not plan on moving assets from their primary investment provider in the near future. Households in
advice-centric channels are less likely to move assets than households using mutual fund representatives or online or discount brokers.

Key Implication: While the majority of households are not planning on switching their primary provider in the near future, more clients are planning to switch
(6.1%) than actually reported switching in the past month (see Exhibit 2.24).Clients are upset over poor investment performance and will seek better returns
elsewhere if providers do not succeed in reaching out to clients to appease their concerns.

Cross Reference: Exhibit 2.24
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EXHIBIT 7.19

Number of Financial Advisors Used by Investabhle Asset Range, 2008
Sources: Cerulli Associates, Phoenix Marketing International
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= Wealthy households are more likely to employ advisors than their less-wealthy counterparts. Just less than 15% of households with greater than $5
million investable assets do not use an advisor, while 66.6% of households with less than $100K in investable assets do not use an advisor.

Key Implication: When distributing products, asset managers and product providers should be keenly aware of the end client. For example, target-date funds
do not have much success with advisors in part because advisors feel they could create similar allocations for their clients without the additional packaging. In
addition, clients using advisors tend to be wealthier and will desire a more sophisticated allocation scheme than a target-date fund can offer. However, target-

date funds have much greater success appealing to clients at lower levels of wealth who are likely not using an advisor. These may be direct-to-client sales or

through a defined contribution platform.
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