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Methodology

 This online study was conducted for Charles Schwab by Koski Research
« Koski Research is neither affiliated with, nor employed by, Charles Schwab
What & Co., Inc.

« The sampling error is +/-4.4 percentage points at the 95% confidence level
When * The study was conducted from May 16 to June 1, 2013

* 514 investors who meet the following criteria:
» Ages 25-75
Who - Have $100,000+ in investable assets

» Do investing on their own, i.e., make all or some of their investment
decisions (though they may use an advisor)

 Have heard of bonds or fixed income investments
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Majority of investors surveyed describe themselves as “bargain hunters”
And finding the best price is important to all

Self-described “purchasing personality” Importance of finding the best price
Total onvenience Total _ Not
- Shgg;per Imp1ocyr:ant

\

Brand \
Junkie
14%

Passive Bargain
19% Hunter
61%

Investors are committed to finding the
best prices for the things they buy

Bargain Hunter: I'll spend time researching my purchases and go to as many stores and/or online sites as it takes to get the best price
Passive: | don’'t have the shopping gene

Brand Junkie: I'll buy the brand | know and trust, even if it costs more

Convenience Shopper: I'll buy the first thing | see to save time, even if it costs more

Q8 Overall, how would you describe your “purchasing personality” when it comes to shopping?
Q12 How important is it for you to find the best price when making purchases for your household that cost more than $1,000 (e.g., furniture, appliances, electronics?) (Base: Total = 514)
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These informed shoppers do their homework before
committing to large purchases

Time spent researching a purchase that # of comparison prices sought before purchasing
costs more than $1,000 an item that costs more than $1,000
Total milfuf[zgfno Total
time at all
3%

—_—

[ 5 pricesor more

A few weeks
or more

22% 88%

™ 4 prices collect three
or more
prices for
comparison

65%

A few hours spend a few

32%

days or even
WEELS doing 48% 3 prices
research

A few days

B 1or2prices

Q13 If you were making purchases for your household that cost more than $1,000 (e.g., furniture, appliances, electronics), how much time would you invest in research before making a purchase?

Q14 If you were making purchases for your household that cost more than $1,000 (e.g., furniture, appliances, electronics), how many different comparison prices would you want to have before making a
decision? (Base: Total = 514)
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Investors surveyed are informed shoppers who seek the best
deal...

Likelihood of comparing prices and finding the best deal

Total
Cars 80% 17% ‘1 1%
Airline
) 77% 19% 39 1%
tickets
HD TVs 23% 3'%
6%

B Extremely likely B Somewhat likely Not likely but should M Not atall likely

Gas grills

Q9 How likely are you to compare prices and find the best deal for the following types of purchases? (Base: Total = 514)
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...and their shopping behavior reflects their “bargain hunter”
mindset

Shopping Tendencies
Total

I look around for the best deal before buying

airplane tickets | tend to fly on my favorite airline regardless of price

When | want to make a big, new household
purchase, like an HD TV or gas grill, | usually do a
lot of research before making a decision

When | want to make a big, new household purchase like
an HD TV or gas grill, | usually stick with a brand | know

I shop at price clubs (like Costco, BJ’s or Sam’s)

whenever possible | shop at specialty stores whenever possible

| hate to haggle when buying
anew car

| love to haggle when buying
anew car

Q11 Below are several pairs of statements. Please read each pair and choose the one that comes closer to describing you. (Base: Total = 514)
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Most investors surveyed are confident in their ability to find
the best price on household items and consumer goods

Confidence in ability to find best price
Total

Airline
tickets

HD TVs

Cars

Gas grills

B Confident M Notatall confident

Q10 For each of the following, how confident are you in your ability to find the best price? (Base: Total = 514)
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Despite “bargain hunter” mindset, these investors aren’t as likely to
comparison shop for financial products - particularly bonds

Likelihood of comparing prices and finding the best deal

On consumer products

Cars

17% AH 1%

Airline I
tickets 77% 19% I 1%
23% H

B Extremely likely B Somewhat likely

HD TVs

Gas grills

Mortgages

Credit cards

Auto
insurance

Bonds

Q9 How likely are you to compare prices and find the best deal for the following types of purchases?
Q17 How likely are you to compare prices and find the best deal for the following? (Base: Total = 514)
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On financial products

55% 30% 8%

48% 34% 10%

38% 15%

17% 43% 24%
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Investors surveyed also are less confident that they can find
the best prices for financial products - particularly bonds

Confidence in ability to find best price

On consumer products On financial products

Airline tickets 58% 39% % Credit cards 53% 44% 3%

HD TVs . Auto
insurance
Cars Mortgages
Bonds 30%

Gas grills

B Extremely confident B Somewhat

Q10 For each of the following, how confident are you in your ability to find the best price?
Q19 For each of the following, how confident are you in your ability to find the best price? (Base: Total = 514)
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Confusion about bonds abounds: almost a third of investors
surveyed aren’t sure if bond prices vary from firm to firm

Believe prices/fees are the same How much prices/fees vary
or vary from company to company If believe they vary

' Auto 6%
insurance
B prices/fees are basically the same M prices/fees vary Not sure " Alot ¥ Moderately A little

Q15 For each of the items below, do you believe that prices/fees vary or are the same for every company/firm? (Base: Total = 514)
Q16 How much do you think prices/fees vary from company to company for each of the items below? (Base: Believe prices vary from company to company = varied)

Bargain Hunting for Bonds: How Investors Shop Charles Schwab


http://www.google.com/url?sa=i&rct=j&q=&esrc=s&frm=1&source=images&cd=&cad=rja&docid=Svh6-aLNpQs2xM&tbnid=GHXb-uuwvbyUgM:&ved=0CAUQjRw&url=http://www.coxrail.com/&ei=6DC3UczABKTb0wG4moD4CA&bvm=bv.47534661,d.dmg&psig=AFQjCNG0ffzEjiUVOPAZgMq892q3NJPDRQ&ust=1371046275560580

Investors surveyed don’t know how to find the best prices on bonds

Agreement with statements about the cost of bonds

Total
[ want to know how much my
brokerage firm is compensated 33% 39% 23% %
when | buy or sell a bond
Bonds are priced differently by o o o B
differentfirms e e R 5% &
[ don't know how to get the best o o o ,
prices on bonds ke clels slbie %

It's too hard to see what a
0 0 0 .
particular bond really costs 8% 39% 39% S0
It's too complicated to shop for o o o
the best price on bonds 8% 35% 38% 14% 5%
ponds costihe same evenmhere o o

B Agree completely  BAgree somewhat Neutral ~ mDisagree somewhat Disagree completely

Q20 How much do you agree or disagree with the following statements? (Base: Total = 514)
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72%

54%

53%

47%

43%

14%



Demographic Profile

Under 50
50+
MEAN

(e}
@D

Role in HH Investment Decisions
| am the primary decision-maker for the household

| share in decision-making for the household

Someone else makes most of the decisions, but | am
involved

Household Income in 2012
Less than $75K
$75K to less than $100K
$100K to less than $125K
$125K to less than $150K
$150 or more

MEAN
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Total
(n=514)

55%
45%

38%
62%
54

54%
41%

5%

20%
22%
22%
13%
23%
$123K

Less than $250K
$250K to $499K
$500K to $999K
$1M or more
MEAN
Marital Status
Married/living with partner
Single
Separated/widowed/divorced
Employment Status
Employed
Not employed
Retired

Northeast
Midwest
South
West

Total Household Investable Assets

Charles Schwab

Total
(n=514)

37%
23%
22%
18%
$731K

79%
11%
10%

59%
7%
34%

19%
25%
30%
26%



About half of investors surveyed have bond investments

Awareness and Ownership of Financial Products
Total

m Own now or
owned in
the past

m Heard of
before
today but
do not own

Savings Individual Bond fund Mutualfunds Individual Money CDs ETFs
bonds bonds stocks  market funds

Never heard of 1% 1% 4% 1% 1% 1% <1% 23%

QS7 For each of the investment products below, please select the answer that best applies to you. (Base: Total = 514)
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And half of investors surveyed have bought or considered
buying individual bonds

Have bought/considered buying individual bonds
Total

51% own individual bonds

Yes, bought
an individual
bond
24%

Yes,
considered
buying an
individual

bond
24%

Q23 Have you ever bought or considered buying an individual bond? (Base: Total = 514)
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The median amount individual bond owners surveyed have

invested is $22,000

Amount currently invested in
individual bonds

Median = $22K
9% B $500K+
24% m $50K to less than
$500K
o $25K to less than
10% $50K

m$10K to less than
$25K

m Less than $10K

99%, bonds

Don'tknow/prefer not

to answer

Q24 How much do you currently have invested in individual bonds? Please include Treasuries, corporate and municipal, and mortgage-backed and agency securities, but do not include CDs and savings

bonds.

mNo money currently
invested in individual

Last time personally bought or
sold an individual bond

Past6 months

10%
Pastmonth to 3 Past
months astyear
, . 11%
Don't know 14%

4%

Past2 years

0,
My financial 12260

advisor
buys/sells bonds
for me
7%

Q25 When is the last time you personally bought or sold an individual bond? (Base: Have bought an individual bond = 123)
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Disclosures

Bargain Hunting For Bonds: How Investors Shop was an online survey of U.S. investors conducted
by Koski Research for Charles Schwab. The study has a 4.4 percent margin of error at the 95%
confidence level. A total of 514 respondents completed interviews. Survey respondents had a
minimum of $100,000 in total investable assets, ranged in age between 25 and 75, do investing on
their own and have heard of bonds or fixed income investments. Fifty-one percent of survey
respondents own or have owned individual bonds. Survey respondents were not asked to indicate
whether they had accounts with Charles Schwab. All data is self-reported by study participants and
is not verified or validated. Investors participated in the study between May 16 and June 1, 2013.

Fixed income securities are subject to increased loss of principal during periods of rising interest
rates. Fixed income investments are subject to various other risks including changes in credit
quality, market valuations, liquidity, prepayments, early redemption, corporate events, tax
ramifications, and other factors.

Schwab reserves the right to act as principal on any Bond transaction. In secondary market principal
transactions the price will be subject to our standard mark-up in the case of purchases and a mark-
down in the case of sales, and also may include a profit or loss to Schwab. When trading as
principal, Schwab may hold the security in its own account prior to selling it to you, or may resell it
after buying from you and, therefore, may make (or lose) money separately from the mark-up on the
transaction.

© 2013 Charles Schwab & Co., Inc. (Member SIPC) All rights reserved. (0713-4989)
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