Charles Schwab
ETFs and Beyond Study

September 2022

charles %
S0):007/:0:8 Management



Background

Appetite for ETFs Remains Strong and Growing

ETF Investor Evolution

T I l f C The Next Frontier: Personalization
a e O O nte nts Millennials: Up Close and Personal

Generation Investor (Gen I): New to Investing, New to ETFs

Appendix

charles %
S0):007/:0:8 Management



Background

Charles Schwab has worked with Logica Research* for over 10 years on a tracking study about ETFs. Over the years,
this research study has shed light on ETF investors’ knowledge and behaviors around ETFs and uncovered trends in
ETF investing. In 2022, Schwab Asset Management expanded the study to focus on all investing solutions and on
personalization.

The 2022 ETFs and Beyond Study survey was fielded from June 13t to June 28, 2022.

2,200 investors completed the study

. 1,000 general ETF investors

. 1,000 non-ETF investors

. 200 oversample of Generation Investor (aka “Gen I” and defined as new investors who started
investing since 2020)

*  To qualify for the study, investors had to:

Be 25 to 75 years old

Have a minimum of $25,000 in investable assets (ETF and non-ETF investors)
Have purchased or sold an ETF in the past 2 years (ETF investors)

Be at least somewhat familiar with ETFs (non-ETF investors)

. Have started investing in 2020, 2021 or 2022 (Gen I)

charles BEIS * Logica Research is neither affiliated with, nor employed by, Charles Schwab & Co., Inc.
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Appetite for ETFs Remains
Strong and is Growing
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In the next two years, almost all ETF investors and two-fifths of non-ETF investors say
they are likely to buy an ETF

Likely to consider purchasing an ETF in next two years

Non-ETF Investors

41%

Likely to consider
purchasing an ETF in

next 2 years

ETF Investors

o)
93% @

Likely to consider
purchasing an ETF in
next 2 years
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Q7. How likely are you to consider purchasing an ETF in the next two years? (Base: Total ETF Investors =1,000; Total Non-ETF investors =1,000) .



Most ETF investors agree that ETFs are their vehicle of choice - a bigger majority than
in 2020

ETFs are my investment vehicle of choice
(Agree)

80%

2020 @
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Q26. Please select how much you agree or disagree with the following statements. ETFs are my investment vehicle of choice (Base: Total ETF Investors =1,000) n




ETFs’ share of portfolios continues to grow steadily and in line with what ETF investors

projected five years ago

Average % of
investments in ETFs

today:
(mean)

Average % of
investments in ETFs

in 5 years:
(mean)

ETF

@

—33%

Investors’ projection
was correct

charles
SLEAELY Management Q12. What percent of all of your investments are in ETFs today, if any? (Base: Total ETF Investors =1,000)

Q13. Looking ahead five years, what percent of your portfolio do you expect will be in ETFs? (Base: Total ETF Investors =1,000)

40%
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Cost remains the top factor in choosing an ETF with more than half of ETF investors
calling out total cost as an extremely important consideration

Important factors in choosing an ETF
(Extremely important)

Total cost 58%

Low expense ratio 52%
Reputation of the ETF provider 52%
The portfolio manager's experience/track record 50%
Historical returns of the ETF 50%
How well it tracks to its index 50%
Tax efficiency 48%

Access/exposure to a specific part of the market NI /6%
Liquidity/trading volume of the ETF N N /4 %
Total assets in the ETF NN 4 3%
The ETF's objectives and holdings align with my values and beliefs NI /0%
A well-known ticker/the brand name of the ETF I 36%
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The number of ETF investors who are extremely confident in their ability to choose an
ETF to achieve their financial objectives continues to grow

Confidence in ability to choose an ETF to achieve financial objectives

18% 41% 48%

Somewhat confident 56% 58% 47%

Q28. How confident are you in your ability to choose an ETF that can help you achieve your investment objectives? (Base: Total ETF Investors =1,000)
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The ability to buy and sell easily is important for ETF investors, while diversification is

most important for non-ETF investors

Top reasons ETF/non-ETF investors who are likely to consider buying ETFs might do so

ETF

dé ETFs are easy to buy and sell To diversify portfolio

To diversify portfolio

c% ETFs are easy to buy and sell

o

—
ETFs are low cost 50% gE ETFs are tax efficient
=)
Z| ETF ici 46% =
= s are tax efficient (o] =_-e ETFs are low cost
—\
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to consider buying ETFs in next two years: ETF Investors = 928: Non-ETF Investors = 412)

Non-ETF

33%

33%

Cl
RSLAILLY Management Q9. You indicated you are extremely likely/somewhat likely to consider buying ETFs in the next two years. Which of the following reasons describe why? (Base those likely .
(0]



Lack of understanding continues to be the biggest barrier to purchasing ETFs among
non-ETF investors; the majority are interested in learning more about ETFs

Top reasons non-ETF investors who are unlikely to Interest in learning more about ETFs among
consider buying ETFs will refrain from buying them non-ETF investors

(o)
Don’t understand enough about ETFs 47% 7 2 % 27%

Extremely

- interested

(Interested)

Happy with current investment
portfolio and not interested in

> © [

ETFs 45%
Somewhat
interested

ETFs are too risky 18%

Prefer mutual funds 15% 2 8 %

Not at all interested

=

charles ﬁ/]sset ¢ Q8: You indicated you are neither likely nor unlikely/somewhat unlikely/not at all likely to consider buying ETFs in the next two years. Which of the following reasons
EEALY Management o ribe why? (Base: Non-ETF Investors unlikely to consider buying ETFs in next two years = 588)
Q11. How interested are you in learning more about ETFs? (Base: Non-ETF Investors =1000)




ETF Investor Evolution
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In response to market volatility, rising interest rates and high inflation in the first half
of 2022, ETF investors largely stayed the course with their ETF investments

Impact of current events on ETF investing

Market Volatility Rising Interest Rates High Inflation Russia’s Invasion of Ukraine

13%

46% M1 50% % 47% 4

20% 18% 22%

63%

m | have put more money into ETFs
| have taken money out of ETFs
m This has not impacted how |l invest in ETFs
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Q18. How much have each of the following events impacted your ETF investing so far in 2022? (Base: Total ETF Investors =1,000)



Looking ahead, about a third of ETF investors are more likely to increase investments
in ETFs in response to different market drivers in the coming months

Impact of future events on ETF investing

Market Volatility Rising Interest Rates Inflation Geopolitical Conflicts

29%

EL &

16%

43%| |38 % % 36% ﬁ 35%

20% 20% 22%

m | will put more money into ETFs
| will take money out of ETFs
= This will not impact how | invest in ETFs
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Q30. How do you expect each of the following events to impact your ETF investing in the coming months? (Base: Total ETF Investors =1,000)



About half of ETF investors plan to invest in U.S. equities, real assets, bonds and
crypto via ETFs in the year ahead

Types of ETFs investors plan to invest in (Top 4)

U.S. Equities 56%

Real Assets 47%

Bonds/Fixed Income 47%

Cryptocurrencies 46%

@@
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Q21. Which types of ETFs do you plan to investin over the next year? (Base: Total ETF Investors =1,000)



When it comes to specialty ETFs, dividend, long/short, leveraged and actively
managed ETFs are expected to be the most popular in over the next year

Types of specialty ETFs investors plan to invest in

Actively managed

32%

Dividend

53%

Long/Short

34% &f°

Lever

3§d % —

_$ ]

ESG Thematic Volatility Buffer
¥ 5 = O 101 O (:7 O
0 7T O O O
Asset
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Q23. Which types of specialty ETFs do you plan to invest in over the next year? (Base: Total ETF Investors =1,000)



Half of ETF investors are very likely to purchase an actively managed ETF in the next
two years

Very likely to consider purchasing an actively managed ETF in next two years

ETF Investors

@ 50%

Very likely to
consider purchasing
an actively managed
ETF in next 2 years

charles
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Q25b. How likely are you to consider purchasing an actively managed ETF in the next two years? (Base: Total ETF Investors =1,000)



Almost four in 10 ETF investors invest in smart beta strategies and the majority
believe that now is a good time to invest in smart beta ETFs

Currently invest in Smart Beta strategies Believe it is a good time to invest in Smart Beta ETFs
db . .
J—
s=| | 38% 86%
o — Yes, currently invest Yes, now is a good
<7 time
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SLEAELY Management Q32. Do you currently invest in any smart beta strategies? (Base: Total ETF Investors =1,000)

Q33a. Do you believe now isa good time to invest in Smart Beta ETFs? (Base: Total Smart Beta Investors =383)




A third of ETF investors state that they do all the research and decision-making without
the assistance of a financial advisor or broker when making investment decisions

Number of trades placed in the past

year among ETF investors How ETF investors approach investment decisions

You do all theresearch and decision-making yourself
without the assistance of a financial advisor or broker

Youmake all of your own investment decisions but want
to be able to discuss them with a financial advisor or

« broker
Youmake all of your own investment decisions but want

to beable to discuss them with a friend or family

3 6 member

Average Youmake most decisions yourself, but rely heavily on a
financial advisor or broker

33%

27%

22%

11%

Youdelegate decision-making to a financial advisor or
broker, or robo-advisor, forsome or all of your
investments

7%

charles =
NOCALLY Management Q36. When making investment decisions, which method best describes you? (Base: Total ETF Investors =1,000)
Q37. In the past year, how many times have you placed a trade for stocks, bonds, ETFs, or other securities? (Base: Total ETF Investors =1,000)




The Next Frontier:
Personalization
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Over two-fifths of ETF investors would be very likely to request modifications to their
investment options or very likely to personalize their investment portfolio more in 2023

Likelihood to request modifications to investment Likelihood to personalize investment portfolio more in

options among ETF investors 2023 among ETF investors

(0 o)
91% 43% 88% 43%
Likely Very likely Likely Very likely

charles ﬁ/lsset ¢ Q46. Imagine investing is similar to eating at a restaurant where you can request modifications to your order, like “dressing on the side” or “add hot sauce.” How likely
SREALY Management o you be to request modifications to your investing options to better suit your preferences? (Base: Total ETF Investors =1,000)

Q40a. In 2023, how likely are you to do any of the following...I will personalize my investment portfolio more ? (Base: Total ETF Investors =1,000)



Many ETF investors feel it is extremely important to have more control and greater
ability to customize their investments

Important factors when it comes to investments among ETF investors
(Extremely important)

Know their investments are managed to optimize tax 620/

E liabilities
Align their investments with their personal beliefs and/or BOCy
values O

charles
SLEAELY Management Q37d. When thinking about your investments, how important to you is each of the following? (Base: Total ETF Investors =1,000)

Q38: How important is it to you that your investments align with your personal beliefs and/or values? (Base: Total ETF Investors =1,000)



Nearly half of ETF investors are extremely interested in learning more about direct
indexing with one-third saying they are very likely to invest in direct indexing in the
next five years

Interest in learning more about direct indexing Likelihood to invest in direct indexing in the next 5
among ETF investors years among ETF investors

= 46% ,@‘ 33%

L Extremely interested Very likely

harles S
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NOCALLY Management Q46b. How interested are you in learning more about this product (direct indexing)? (Base: Total ETF Investors =1,000)
Q46¢c. How likely are you to invest in direct indexing in the next 5 years? (Base: Total ETF Investors =1,000)



About half of ETF investors are interested in being able to invest in long-term trends or
macro themes and nearly half are interested in ESG-only portfolios

Interest in investing in long-term trends or macro

themes among ETF investors Interest in ESG-only portfolios among ETF investors

54%

Extremely interested

46%

Describe me best

charles
RSLAILLY Management Q41. What is your level of interest in being able to: < Invest in long-term trends or macro themes >? (Base: Total ETF Investors =1,000)

Q47. Please select which of the following statements describes you best <l am interested in ESG only portfolios> (Base: Total ETF Investors =1,000




About a third of ETF investors will select investments that align with their personal
values to personalize their portfolio while some will divest from those that do not

Likely to do the following in 2023
(Very likely)

| will invest more in companies or funds that align 37%

@ with my personalvalues

| will invest more in investments that correspond to a Sgcy
O

particular theme

43% 0 W SN

1 will personalizt? my investment | will divest from companies or funds that do not align O
portfolio more with my personalvalues 29 /O
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Q40a. In 2023, how likely are you to do any of the following? (Base: Total ETF Investors =1,000)




ETF investors are more familiar with direct indexing and related categories and

strategies than non-ETF investors

Familiarity with the following terms

Familiar

- 80%
Direct indexing 34% 46% 20%
/9%
Tax-loss harvesting 1%
/7%
ESG 34% 43% 23%
/6%
SMAs 24%

/4%

32% 42% 26%

ETF Investors

Thematic investing

M Extremely familiar ™ Somewhat familiar Never heard of before today

Familiar N ETE| t
on- nvestors
46%
10% 36% 54%
44%
10% 33% 57%

35%

65%
48%

52%
38%

62%

B Extremely familiar B Somewhat familiar Never heard of before today

charles
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Q46. How familiar are you with the following terms? Base: Total ETF Investors =1,000; Total non-ETF Investors =1,000 )



Millennials: Up Close and
Personal
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Millennial ETF investors are primarily focused on building wealth for major life
milestones and saving for retirement

The top outcomes you are trying to achieve through your investments
(Any rank)

‘i‘ri.‘i' Millennials fiﬁ{i‘- Gen X Boomers

e e | 00% 1 93%  27%
songroraverent (B30 73%  61%
e | 0/% /1% 90%
g | 5% B3%  77%
owarsven | 5B 465%  36%

charles I
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Q43. What are the top outcomes you are trying to achieve through your investments.? (Base: Millennials = 402, Gen X = 360, Boomers = 229)




Millennial ETF investors are more confident than other generations about their ability
to choose ETFs and to meet their desired investing outcomes

Confidence in ability to choose an ETF to achieve financial Confidence in ability to meet desired investing
objectives outcomes
At i A i
Millennials Gen X Boomers Millennials Gen X Boomers

E** 9% | 48% 26% 56% | 43% 29%

charles I
RSLAILLY Management Q28. How confident are you in your ability to choose an ETF that can help you achieve your investment objectives? (Base: Millennials = 402, Gen X = 360, Boomers = 229)
Q44. How confident are you that you can meet your desired investing outcomes? (Base: Millennials = 402, Gen X = 360, Boomers = 229)




Millennials have more of their portfolios in ETFs today than other generations and
anticipate a steady rate of growth over the next five years

Average % of investments in

3307 W 41% W 33% '+ 19%
Millennials Gen X Boomers

@ 483/&) W 48% b 40% 20%
0

Millennials Gen X Boomers

charles ﬁASSGt ¢ Q12. What percent of all of your investments are in ETFs today, if any? (Base: Total ETF Investors =1,000; Millennials = 402, Gen X = 360, Boomers = 229)
SCHWAB anagemen Q13. Looking ahead five years, what percent of your portfolio do you expect will be in ETFs? (Base: Total ETF Investors =1,000; Millennials = 402, Gen X = 360, Boomers =
a




Millennials are more likely to increase ETF allocations in response to various market
disruptions than older generations

Event impact on ETF investing in the coming months (I will put more money into ETFs)

'i'ri.“i' Millennials Boomers

Market volatility

Rising interest rates

Inflation

Geopolitical conflicts

charles I
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Q30. How do you expect each of the following events to impact your ETF investing in the coming months? (Base: Millennials = 402, Gen X = 360, Boomers = 229)

A

%
&
%

47%
44%
43%
37%

20%
18%
21%
11%



Millennial ETF investors are more likely to invest in leveraged ETFs, long/short ETFs,
ESG ETFs and thematic ETFs in the next year than other generations

Types of specialty ETFs investors plan to invest in

.riﬁ. Millennials rlHn Gen X
Dividend NN 519% I 55%
Leveraged NN 44% [ %O/O

Long/short I {70/, 350/,
esc . 3 /0 7504
Thematic [N @/0 L %)/0

Volatility mmmmm 329% I 31%
Buffer ETFs [ 32% H 5%
Actively managed [ 37% N 34%
Smart Beta [ 37% N 23%

I 56%
= 11%
== 8%

= 3%
== 15
m 8%

= 13%
N 28%
1 6%

charles =
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Q23. Which types of specialty ETFs do you plan to invest in over the nextyear? (Base: Millennials = 402, Gen X = 360, Boomers = 229)



Millennials are more interested in aligning their investments with their values
compared to older generations

Interested in aligning their investments with their personal beliefs and values

g gt

Millennials Gen X Boomers

@~ [ 9%h| o360

Not at all 60/
Ry mporant O/ c .97/ L7270

charles I
RSLAILLY Management Q38. How important isit to you that your investments align with your personal beliefs and/or values? (Base: Total ETF Investors =1,000; Millennials = 402, Gen X = 360,
Boomers = 229)




Millennials are more likely to personalize their portfolios in 2023

Likely to do more in 2023

(Very likely)
Jl N I'. L ] . L ]
Millennials Gen X Boomers
Personalize investment portfolio 550/
Q more (o)
Invest more in companies or funds 47Cy
| that align with personalvalues | ™/ /. O ...V /0 ... 1970
Invest more in investments that 430/
correspond to a particular theme | 7T /. Of . ..9970 1970
Divest from companies or funds that 370/
__‘_1_9_!".9_t_ﬁ!igf‘__"_‘(i_t_li‘_RE@?'."??!.‘.’?!‘.’.‘??.____________________________Q ____________________________________________________________________________
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Q40a. In 2023, how likely are you to do any of the following...? (Base: Total ETF Investors =1,000; Millennials = 402, Gen X = 360, Boomers = 229)




Millennials are more interested in newer approaches to investing that allow for the
expression of personal preferences compared to other generations

ESG

Describes me best

gl
Millennials Gen X
| Think ESG
‘~ | investments can
-(0)- (o)
@ help reach 76%
= investing goals

Actively seek out
investments that
use ESG strategies

Interested in
ESG-only

portfolios

55%

98% 47%

charles IS

Boomers

21%

23%

Thematic investing
Interest in investing in long-term trends or

Direct indexing
Interest in learning more about direct

macro themes indexing
gl gl gl g
Millennials Gen X  Boomers Millennials Gen X  Boomers

ot 59%
rlainioy 37% 49% 43%  60%
otatal 8% 7%  15% 2% 8% 24%

v ¢ Q47. Please select which of the following statements describes you best? (Base: Millennials = 402, Gen X = 360, Boomers = 229)
SCHWAB anagemen Q41. Whatis your level of interest in being able to...? (Base: Millennials = 402, Gen X = 360, Boomers = 229)
Q46b. How interested are you in learning more about this product (direct indexing)? (Base: Millennials = 402, Gen X = 360, Boomers = 229)



Millennials are also more familiar with investment category terms such as direct
indexing, ESG and thematic investing

Familiarity with investment category terms
(Extremely familiar)

'i“ri“i“ Millennials f.'ﬂi'- Gen X Boomers

oirectindexing ||| T 4/96 31% 17%
Paceons oo NN 4490 37% 11%
esc [ 4496 33% 18%
racioss areescine | Z2% 37% 4%
mematic mesive. | /190 34% 13%

charles
SLEAELY Management Q46a. How familiar are you with the following terms: < Summary of Extremely familiar >? (Base: Total ETF Investors =1,000; Millennials = 402, Gen X = 360, Boomers =
229)




Generation Investor (Gen |):
New to Investing, New to ETFs
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Among ETF investors who started investing in 2020 or later (“Gen I”), ETFs already
make up a large portion of their portfolios and there is a strong appetite for more

Average % of

&

investments in ETFs 0
today: 31 A)

(mean) Gen | ETF investors

33%

Regular ETF investors

Average % of

investments in ETFs o)
in 5 years: 41 A)

(mean) Gen | ETF investors

charles IS
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40%

Regular ETF investors

Likely to consider purchasing an ETF in next
two years

Gen | ETF Investors

GEN | o)
@ élygto{\gst in

ETFs in the next two
years

Q7. How likely are you to consider purchasing an ETF in the next two years? (Base: Total Gen | ETF Investors =114)

Q12. What percent of all of your investments are in ETFs today, if any? (Base: Total Gen | ETF Investors =114)
Q13. Looking ahead five years, what percent of your portfolio do you expect will be in ETFs? (Base: Total Gen | ETF Investors =114)



Nearly 80% of Gen | investors who started buying ETFs in the past three years have
also bought or sold cryptocurrencies

Currently own or have bought or sold cryptocurrency

Gen | ETF Investors

s B /8%

Currently own or
have bought or sold

)

&

charles
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Q5. For each of the following investment products, please select the answer that best describes your familiarity. (Base: Total Gen | ETF Investors =114)



Gen | ETF investors are more interested in aligning investments with their values and equally
interested in modifying their investments to better suit their preferences as experienced ETF

investors

Important to align investments with personal
beliefs/values

95% RREUE 89% BEUZ
Important _ Very Important ~ Very
Important Important
45%
Somewhat

important @
© >

Gen | ETF investors Regular ETF investors

charles
SLEAELY Management Q38: How important is it to you that your investments align with your personal beliefs and/or values? (Base: Total Gen | ETF Investors =114)

Q46. How likely would you be to request modifications to your investing options to better suit your preferences? (Base: Total Gen | ETF Investors =114)

Likelihood to request modifications to investment
options among ETF investors

91% %L
Very likely

89% W&

Likely Very likely Likely

46%
Somewhat
likely

Gen | ETF investors

Regular ETF investors
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Demographic Snapshot

ETF investors
Gender

o o

Male Female
ww 62% 38%
Generations*

L] | L | L ]
i i
m 40% 36% 23%

Millennials Gen X Boomers

Non-ETF investors
Gender

o o
Male Female
56% 44%

Generations*

. » [

L qip
m 33% 33% 34%
Millennials Gen X Boomers

Gen | ETFinvestors
Gender

o o
Male Female
56% 44%

Generations*

] [ | [ ] [ ]
i iy
m 63% 28% 8%
Millennials Gen X Boomers

HH income

—3 Mean Median
—

._0 $111K  $112K
Investable assets

@ Mean Median
$731K  $375K

HH income

— Mean Median
——
$80K  $62K

Investable assets

@ Mean Median
$327K  $75K

HH income

— Mean Median
S—
$74K  $62K

Investable assets

@ Mean Median
$372K  $75K

Employment
Full-time Part-time Retired Other
76% 7% 13% 5%

charles IS
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Employment

Full-time Part-time Retired Other

54% 10% 25%

Generations: Millennials: 1981-1996 (26-41); Gen X: 1965-1980 (42-57); Boomers: 1947-1964 (58-75)

Employment

Full-time Part-time Retired

68% 11% 7%

Other
14%



Important information

The information provided here is for general informational purposes only and should not be considered an individualized
recommendation or personalized investment advice. The investment strategies mentioned here may not be suitable for
everyone. Each investor needs to review an investment strategy for his or her own particular situation before making any
investment decision.

Survey respondents were not asked to indicate whether they had accounts with Schwab. All data is self-reported by
study participants and is not verified or validated.

Investing involves risk including loss of principal. Investment returns will fluctuate and are subject to market volatility, so
that an investor's shares, when redeemed or sold, may be worth more or less than their original cost. Unlike mutual
funds, shares of ETFs are not individually redeemable directly with the ETF. Shares of ETF are bought and sold at market
price, which may be higher or lower than the net asset value (NAV).

Schwab Asset Management™ is the dba name for Charles Schwab Investment Management, Inc. Schwab Asset
Management and Charles Schwab & Co., Inc. are separate but affiliated companies and subsidiaries of The Charles
Schwab Corporation.

0922-2LTW
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ﬁiff;gement Brokerage Products: Not FDIC-Insured. No Bank Guarantee. May Lose Value.
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