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Background

Charles Schwab has conducted the ETF Investor Study since 2011.
It is an online study among a national sample of ETF and non-ETF Investors conducted by Logica
Research. Logica Research is neither affiliated with, nor employed by, Charles Schwab & Co., Inc.

The 2020 ETF Investor Study survey was fielded November 9 to November 29t 2020.

= 2,500 investors completed the study
= 1,000 general ETF investors
= 500 oversample of Millennial ETF investors
= 1,000 non-ETF investors

= To qualify for the study, investors had to

Be 25 to 75years old

Have a minimum of $25,000 in investable assets

Have purchased or sold an ETF in the past 2 years (ETF investors)
Be at least somewhatfamiliar with ETFs (non-ETF investors)

= Generational definitions
Millennials: age 25-39
Gen X: age 40-55
Boomers: age 56-74
Matures: age 75
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The Year Ahead:

ETF Investing Plans and Trends




In the next two years, almost all ETF investors along with
almost half of non-ETF investors say they are likely to buy

ETFs.

Likely to consider purchasing ETFs in next two years

Non-ETF Investors

45%

Likely to consider
purchasing ETF in
next 2 years

ETF Investors

94% @

Likely to consider
purchasing ETF in
next 2 years

@

Q7. How likely are you to consider purchasing an ETF in the next two years? (Base: Total ETF Investors =1,000)
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Among non-ETF investors, lack of understanding is the biggest
barrier to purchasing ETFs, while diversification is viewed as
the most attractive reason to add ETFs to a portfolio.

Top reasons non-ETF investors who are likely to Top reasons non-ETF investors who are unlikely to
consider buying ETFs might do so consider buying ETFs will refrain from buying them

To diversify portfolio 2 Don’t understand enough about ETFs
Happy with current investment
SIIFS airE: 2y S0y 2E Eel - @ portfolio and not interested in ETFs

ik &) e

ETFs are low cost 349, ‘/ﬁ/| Prefer mutual funds 179
L ETFs are too risky
0 0
For tax efficiencies 28% & ETFs are too complicated 10%

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 describe why? (Base: Non-ETF Investors =547)

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: Non-ETF Investors =453) ©2020 Charles Schwab & Co., Inc. (“Schwab”). All rights reserved. Member SIPC.



Millennials and Gen X currently allocate more to ETFs than
Boomers, and they see ETFs playing a bigger role in their
portfolios in the future.

rage % of in stm nts in

ETF today (mea
& 0904 W 33% W 29% 4 209%
Millennials Gen X Boomers
& a0, WA43% W 39% 4 29%
38 /C) Millennials Gen X Boomers

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)




Looking just one year ahead, Millennials and Gen X significantly
outpace Boomers in their plans to increase allocations to ETFs.

How they plan to adjust in the next year...

21% 41% 2%

Significantly increase Moderately increase

Keep ETF investments Decrease
investments in ETFs investments in ETFs

the same investments in ETFs

Mlllennlals 29% 46% O% 2%

GenX

el 3% 45% 25% Wl

el 0% 38% 41% 3%

Q16. In the next year, which of the following do you expect to do, if any? Base: Total ETF Investors =1,000)
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ETF investors plan to invest in U.S. equity and real assets ETFs
over bonds and international equity in 2021.

Types of ETFs investors plan to invest in

U.S. Equity 2020 66%

O
u 2019

Real Assets 2020
2019 58%

6,3 Bonds/Fixed Income 2020
2019 61%

@ International Equity 2020
2019 41%

Q21. Which types of ETFs do you plan to invest in over the next year? (Base: Total ETF Investors =1,000)
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Technology is the most preferred sector for ETF investors
followed by healthcare.

Sector ETFs investors plan to invest in

Info technology —\qf‘?/— Utilities
Healthcare - . Industrials -

mACESE Sl

Energy 40% N | Communications services 239%
Financials 360% T ‘ Consumer staples 23%
Real estate 359% %‘ Materials 16%

Q22. Which sector ETFs do you plan to invest in over the next year? (Base: Total ETF Investors =1,000)
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When 1t comes to specialty ETFs, dividend and actively

managed ETFs are expected to be the most popular this year.

Types of specialty ETFs investors plan to invest in

P—
" | b ]
[ 4
——

&°

Q23. Which types of specialty ETFs do you plan to invest

Dividend

43%

Leveraged/Inverse

20%

_‘@’_

Actively managed

41%

Smart Beta

16%

¢

in over the next year? (Base: Total ETF Investors =1,000)

Long/Short

33%

Activ

16%

parent

24

i)

Volatility

229

ESG/socially
consci

15%




A strong majority of ETF investors view actively managed ETFs,
market cap ETFs, and fixed income ETFs as valuable tools for
reaching their goals.

Consider a valuable tool to help reach investment goals

Actively managed ETFs 76%

Market cap index ETFs 72%

Fixed income ETFs 72%

Leveraged/inverse ETFs 56%

Active semi-transparent ETFs 51%

Currency hedged ETFs 50%

Smart beta ETFs 48%

ESG/socially conscious ETFs 45%

Q31. For each of the following types of ETFs, please indicate whether you feel it is a valuable tool for helping you to reach your investment goals.?
(Base: Total ETF Investors =1,000)
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The proportion of ETFs In investors’ portfolios increased by

about 50% over the last decade.

Percent of portfolioin ETFs

2011

N
@

Average % of investments in
ETFs today (mean)

19%

2020

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

Average % of investments in
ETFs today (mean)

29% 1
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More than 60% of investors expect to increase investments in
ETFs in the year ahead - a 20 point jump from four years ago.

Expectations for ETF investing in the year ahead

2016 2020

= 43%  62%%

= 45%  30%

Decrease d O 2()/
llocati t
:—r :(s:a ions to 5 /O O

Q16. In the next year, which of the following do you expect to do, if any? (Base: Total ETF Investors =1,000)




ETF investor expectations for how big a role ETFs will play In
their portfolios have grown significantly over the last five years.

See ETFs as primary investment type in portfolio in future Percent of portfolioin ETFs in 5 years

25% 38%1+

Q17. Do you see ETFs as being the primary investment type in your portfolio in the future? (Base 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)
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Today’s ETF investors report a much better understanding of
ETFs compared to 2015.

Understanding of ETFs

22% 4
8%

Experienced

If_llil 55%

Intermediate

&

Beginner

49%

23%
43%

Q10. When it comes to your understanding of ETFs, do you consider yourself...? (Base ETF Investors =1,000)
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The number of ETF investors who are extremely confidentin
their ability to choose an ETF to achieve their financial
objectives doubled since 2015.

Confidence in ability to choose ETF
to achieve financial objectives

Extremely confident 1 8% 41 C)/C)t

24% 0%

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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Demographic Snapshot

ETF investors

Gender

Non-ETF investors

Gender

2] & @ &
Male Female Male Female
64% 36% 56% 44%
Generations

Generations
»

b ® . @ § # ) . » [ [
m 35% 32% m 32% m 28% 35% m 37%
Millennials Gen X Boomers Millennials Gen X Boomers

HHincome HHincome
Mean Median

— — Mean Median
E_:. $124k  $113K EE_—' $103K  $88K
Investable assets

Investable assets
Mean Median Mean Median
$798K  $375K

$414K $175K

Employment Employment

Working Working  Retired  Other Working Working  Retired  Other
full-time part-time full-time part-time

71% 8% 15% 6% 63% 7% 20% 10%
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Important information

Disclosures

Through its operating subsidiaries, The Charles Schwab Corporation (NYSE:SCHW) provides a full range of securities brokerage,
banking, money management and financial advisory services to individual investors and independent investment advisors. Its
broker-dealer subsidiary, Charles Schwab & Co., Inc. (Schwab), and affiliates offer a complete range of investment services and
products including an extensive selection of mutual funds; financial planning and investment advice; retirement plan and equity
compensation plan services; compliance and trade monitoring solutions; referrals to independent fee-based investment advisors;
and custodial, operational and trading support for independent, fee-based investment advisors through Schwab Advisor Services.
Its banking subsidiary, Charles Schwab Bank (member FDIC and an Equal Housing Lender), provides banking and lending services
and products. More information is available at www.schwab.com and www.aboutschwab.com. CSIM and Schwab are separate
but affiliated companies and subsidiaries of The Charles Schwab Corporation.

Investment returns will fluctuate and are subject to marketvolatility, 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 ETFs are bought and sold at market price, which may be higher or lower than the net asset value (NAV).

©20217 Charles Schwab & Co., Inc. All rights reserved.
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Brokerage Products: Not FDIC-Insured. No Bank Guarantee. May Lose Value. :2 5


https://www.schwab.com/
https://www.aboutschwab.com/
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