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About SAIF and Charles Schwab

About SAIF

About Charles
Schwab & Co., Inc.

and Charles
Schwab China

2022 CHINA RISING AFFLUENT FINANCIAL WELL-BEING INDEX

The Shanghai Advanced Institute of Finance (SAIF) was established at Shanghai Jiaotong University in 2009, with
strategic and financial support from the Shanghai Municipal Government. As a member of Shanghai’s financial
community, it strives to contribute to the development of Shanghai as a global financial center. SAIF’s mission is to
become a world class institution of research and advanced learning in finance and management. SAIF is committed to
developing top talent and cutting-edge knowledge, with a focus on Chinese markets and their global connections.

The Charles Schwab Corporation (“Charles Schwab”, NYSE: SCHW) is one of the United States’ leading providers of
financial services, with more than 360 offices, 35,200 employees, 33.9 million active brokerage accounts, 2.3 million
corporate retirement plan participants, 1.7 million banking accounts and USD 6.83 trillion in total client assets as of
June 30, 2022. Through its operating subsidiaries, Charles Schwab provides a full range of wealth management,
securities brokerage, banking, asset management, custodial, and financial advisory services to individual investors and
independent investment advisors in the United States.

Charles Schwab (Shanghai) Enterprise Management Consulting, Ltd., (“Charles Schwab China”) is a Wholly Foreign
Owned Enterprise owned by The Charles Schwab Corporation. Through Charles Schwab China, the company will
focus on providing investor education to support public financial literacy and engagement with modern wealth
management.
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Foreword Charles Schwab and SAIF are proud to present the sixth annual edition of our China Rising Affluent Financial
Well-Being Index. This partnership was founded on a mutual commitment to improving the financial well-being of
Chinese investors, through a nuanced investigation into the concerns driving the rising affluent - an important
powerhouse of global economic development — that can help ensure their interests are at the heart of China's
financial reforms.

In 2022, our findings continue to underline the crucial importance that financial advisory has for the rising affluent's
ability to achieve their financial ambitions. While across the board investors demonstrate increased enthusiasm and
openness to new forms of investment, their underlying frameworks for approaching these decisions show a need for
a deeper engagement with financial education and professional advisory. Fortunately, their continued positive
perception of the financial advisory industry — and their increasing use of different forms of advisory — demonstrate
the opportunity for the industry to form a powerful, mutually-beneficial partnership.

We hope that the Index can serve as a solid foundation for the financial services industry as it seeks to tailor its

services in a direction better able to support the rising affluent, and empower their personal pursuit of financial
freedom.

/%/?&_ Lm /<. /—11»—4

WU Fei Lisa Kidd Hunt
Professor Managing Director,
Shanghai Advanced Institute of Finance Head of International Charles Schwab & Co., Inc.

2022 CHINA RISING AFFLUENT FINANCIAL WELL-BEING INDEX 38



Introduction to the Index

Personal annual income
Investable assets

People and cities surveyed

Survey field dates

2022 CHINA RISING AFFLUENT FINANCIAL WELL-BEING INDEX

The China Rising Affluent Financial Well-Being Index aims to track the shifting
perceptions of the people who are driving China’s economic future.

Between CNY 125,000 - 1 million

Less than CNY 7 million (or equivalent to USD 1 million)

4,553 people
e Tier 1: 2,038
Shanghai, Beijing, Guangzhou, Shenzhen

e Tier 2: 1,536
Chengdu, Hangzhou, Dalian, Xiamen, Chongqging, Wuhan

e Tier 3: 979
Nantong, Shijiazhuang, Zhongshan, Kunming, Xiangyang

Survey field dates: April 23 - May 17, 2022
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Sub-indices

p. Co fi ence Satisfaction towards personal financial status, sense of personal financial growth
prospects, and sentiments towards financial concerns.

2 e ‘
‘,= Plann .'ng Having and routinely reviewing a financial plan, setting timelines for financial goals,
and beliefs regarding the possibility of achieving financial goals.

p@ Management Having a sense of risk, attitudes towards portfolio management, and sensitivity
towards fees.

Engagement Diversity of financial services used, engagement with professional financial
> advisors, and sensibilities regarding digital financial advisory platforms.

........ NANCIAL WELL-BEING INDEX 40



The 2022 China Rising Affluent Financial Well-Being Index shows broad stability

across the four sub-indexes. m 2022 W 2021 m 2020 = 2019  m 2018 2017
79.56 79.23 2663
74.34 : 75.41
72.20 72,02 7418 71.21 71.32 71.31
69.73 68.20 69.88 585 68.10
65.96 66.03
49.37 48.35

43.80 43,06 43.32 4622 4549 2%

| | | 36.76 | |
Financial Well-Being Index Confidence Sub-Index Planning Sub-Index Management Sub-Index  Engagement Sub-Index

* 2017 and 2018 did not include data from Tier 3 cities.
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Headline
Observations

Financial advisory can help The rising affluent are Interest in real estate has
families overcome overreliance optimistic about retirement, declined - and the rising
on a single center for financial but this is not supported by affluent are seeking other
decision-making their underlying actions investment outlets

2 A
92’! ";J.

-ulﬁ;ﬁll!‘ill"ﬂI'

§

Better financial literacy Increased professional More proactive communication
correlates with better ability engagement can translate around the benefits of financial
to assess investment trends newer investors’ enthusiasm advice could empower the
and confidence into financial rising affluent to achieve better
success financial outcomes
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Financial advisory.can help families-overc
overreliance on a single center for financial
decision-making

2022 CHINA RISING AFFLUENT FINANCIAL WELL-BEING INDEX 43



Over 70 percent of respondents indicate a single person oversees their family’s finances,
risking missed opportunities that could come through more diverse perspectives.

Role of family financial management
® | make all the decisions

v . 4.9% . .
i : m Another member of my family makes all decisions

6.9% 21.0% m All decisions are discussed by family members together

Our financial advisor works with together with my family

Z

The percentage of respondents who reported being their family’s sole decision maker is broadly consistent across all
demographic groups.

Total Gender Location
67.2% 66.8% 6/7.9% 68.4% 66.0% 71.0% 66.1% 65.2%
Male Female East South West North Central

* East includes Shanghai, Hangzhou, and Nantong; South includes Guangzhou, Xiamen, Shenzhen, and Zhongshan; West includes Chengdu, Chongqing, and Kunming; North includes Beijing,
Dalian, and Shijiazhuang; Central includes Wuhan and Xiangyang.

2022 CHINA RISING AFFLUENT FINANCIAL WELL-BEING INDEX 44



Demographic differences in their financial planning could create blind spots that cause

significantly divergent outcomes.

An important example of the demographic differences in
respondent concerns and investment behaviors is women’s

reported higher levels of planning for their children’s education...

Have you made financial plans for your childrens' future education?

Female

44.0% 55.1%
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...while men reported they are more likely to pursue an
aggressive investment strategy.

% of people who state they have an aggressive investment style

N

Male Female

19.5% 13.6%
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More inclusive financial planning could ensure that changes to their investment plans have
more balanced outcomes.

For respondents changing their investment plans in response to property sector reforms, male respondents were more likely
to allocate money to high-risk investments.

Changes by respondents purchasing property earlier than usual Changes of respondents who will postpone property purchases
or sell existing property

® | will purchase more low-risk products ® Noimpact

m | will purchase more high-risk products ®m Will purchase more low-risk products ® Noimpact

W Will purchase more high-risk products

64.1%

59.9%

20.9% 48.4%

16.0% 13.4%

Male Female Male Female

2022 CHINA RISING AFFLUENT FINANCIAL WELL-BEING INDEX 46



And for respondents changing their investments in education in response to last years’ reforms, men were more likely to
allocate money to other areas, while women were more focused on adjusting plans to ensure education remains affordable.

Ensuring that all points of view are heard before taking a financial decision could transform unseen biases into positive
financial outcomes.

Changes in response to education reforms among respondents who will adjust their financial plans

Education is more expensive, Reduced pressure to afford Education is No impact Don't know
| will adjust my financial plan education has freed up funds no longer a core
to afford it for other investment financial goal

Male 28.5% 29.1% 15.1%

—r
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The rising affluent are optimistic about
retirement, but this is not supported by their
underlying actions
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Respondents, regardless of their current level of preparation, show signs of complacency
around retirement.

The percentage of people who regard personal retirement as a current concern decreased by 4.6 percent from last year.

2021

20.9%

2022

000000000
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This decrease in concern is reflected in lagging retirement planning.

Over half of respondents have not yet begun planning for retirement. Have financial planning for retirement

And just 19.0 percent state that recent reforms enabling individuals
to directly invest a portion of their pension contributions have
motivated them to begin planning.

While this policy is intended to ensure a more diverse approach to
retirement planning, the rising affluent show limited signs of
movement so far.

Will you plan for retirement after being
affected by related retirement policies?

0 \pnRRR0A

19.0% 61.0%




Even for those changing plans in response, their preparations may be insufficient.
Proposed actions may decrease their ability to effectively plan for retirement.

When asked how their retirement planning has been affected by recent retirement policies, 31.9 percent respondents state
they have established a separate account for retirement savings. This is a positive step.

But nearly 30 percent respondents opt for higher-risk investments or withdrawing funds from retirement savings early, which
may make retirement more difficult.

Retirement planning affected by related retirement policies

| will establish a separate account dedicated to retirement savings 31.9%
| will opt for lower-risk investment to ensure stable returns 26.7%
| will invest more for retirement savings 25.7%

| will opt for higher-risk investments to make more money for retirement 24.5%

| will withdraw funds from retirement savings as i believe the government will provide sufficient benefits 16.3%

No impact
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Interest in real estate has"decllnéd -
and the rising affluent are seeking other

iInvestment outlets
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Respondent concern regarding house prices has declined for five straight years.

This year, only 18.4 percent of people regard house prices as a current concern - a decrease of 4.6 percent from 2021. This
decreased concern suggests respondents are shifting their investment attention away from real estate.

% of people for whom house prices are a current concern

37.2%
0
30.6% 29,79
24.8%
23.0%
\1 84% v 4.6%
2017 2018 2019 2020 2021 2022
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This shifting interest is underlined by the shrinking proportion of respondents who hold
investment properties.

The proportion of respondents with no properties besides their own home is 14.1 percent, up from 6.5 percent last year.

The proportion who own one or two houses for investment also decreased, with all age groups recording a similar decline.

Number of properties owned m 0 m m 2

2021 2022 2021 2022 2021 2022 _ Ll

6.5% 14.1% 61.0% 59.1% 31.3% 258% Ml
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The financial services industry can develop new products to meet the changing demands
of the rising affluent.

Respondents who prefer real estate over financial products declined by 9.8 percent, with several reasons cited as making it
less interesting. However, this has not had led to a growing preference for financial products.

Investment preference for real estate vs. financial products

| prefer to invest in real estate | have the same preference for | prefer to invest in financial Not sure /
over financial products financial products and real estate investment products over real estate Don’t know

ol 28.1% 45.1% 25.0% I1.8%
ol 18.3% 53.2% 23.6% . 4.9%

-9.8% +8.1% - 1.4% +3.1%
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Finding 4

ancial lite orrelates wi



Respondents with better financial literacy had stronger assessments of the risk of new
investments. This finding was consistent across three new investment trends.

Digital currencies and the metaverse are Risk awareness for digital currency

increasingly popular investments, but remain m Less risky m Have similar risks m  More risky Not very sure
unregulated and detached from strong economic

fundamentals, with their use case and 4.2% 4.1%

application in society so far unproven.

41.8 percent of respondents with good financial
literacy understood that digital currencies are
high risk - meaning have a higher chance of Have financial literacy Lack financial literacy
depreciating from the initial investment value -
compared to other financial products. 46.0
percent of respondents with lower financial
literacy believed that risk is actually lower.
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For the metaverse, the respective proportions for those who believe investment is lower risk are 30.2 percent and 42.8 percent.

Risk awareness for Metaverse

B Less risky m Have similar risks m  More risky Not very sure

6.4% 3.4%

Have financial literacy Lack financial literacy
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Financially literate respondents had a more balanced understanding of ESG.

ESG products are based on real companies with ~ Risk awareness for £SG
strong businesses and fundamentals. Their risk m  Less risky m Have similar risks = More risky Not very sure
should therefore be similar to traditional

. . 0
financial products. 1.1% 2.8%

51.0 percent of financially literate respondents
understood that this is the case, compared to
only 34.3 percent of their less financially
counterparts. 43.3 percent believed the risk is
lower.

Have financial literacy Lack financial literacy
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Newer investors demonstrate higher levels of financial fragility.

26.9 percent of newer investors stated they cannot bear any financial loss - compared to 6.7 percent of 2020 investors, and a
maximum of 1.7 percent among other groups.

Percentage loss that respondents are willing to accept in the value of purchased products

B 2021-2022 (New investor) m 2020 m 2015-2019 m 2011-2014 Before 2011

27.6% 0
26.9% 26.9% 95 4% 0 2l 8% 27.2%

20.7% 21.7%
15.9%

0,

6.7% 6.2% 6.4% 7 6.4%

4.5%
1.7% 1.4% 1.1% 2.5% l I

Cannot bear any loss <10% 10%-20% 20%-30% 30%-40%
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But they also believe their financial goals will require fewer years to achieve than their
more experienced counterparts...

Time to achieve all financial goals (number of years)

m New investors B Other investors

3.0

Marriage Preparation Children's Real estate Real estate For children to Capital to Having Critical Sufficient money
preparation for retirement education for living for investment  get married or establish achild illness for possible
establishown  own company emergencies

business (such as unemployment

or big medical expenses)

2022 CHINA RISING AFFLUENT FINANCIAL WELL-BEING INDEX 62



...and are overconfident in their personal financial practice.

Levels of satisfaction with personal investment practice

m Satisfied

m \Very satisfied

First time investing 2021-2022 (New investor) 2020 2015-2019 2011-2014 Before 2011
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Increasing engagement with professional advisors could help address these issues.

Newer investors are less likely to use professional advisors, suggesting an opportunity for the industry to bridge the gap
between their enthusiasm and practice.

Information sources for financial products m New investors m Other investors

Professional Financial management Professional Live broadcasts Family / Stock / Social Newspaper
financial management company / financial financial forum on internet relatives / Mutual fund network official Magazine /
consultant management platform financial platforms friends commentator account TV News / Radio
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/€ mmunlcatlon around the benefits
of financial advice could empower the rising affluent
to achieve better financial outcomes
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Respondents prefer to pay for advice based on commission - contrasting with the

industry standard.

Among respondents who are willing to pay for financial
advisory, 29.9 percent believe that advisors should be paid
based on commission - with the advice itself free. This
contrasts with the industry standard of payment based on
assets, regardless of gain or loss.

Circumstances under which
respondents would be willing to
pay for financial advice

B Pay if it produces profits, free otherwise
W Pay regardless of profit or loss

m [t should be free, but commission for
not of financial products is acceptable
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If paying for the advice itself, 51.1 percent believe that
payment should be based on the profit their advice produces.

Respondents preferred payment model for financial advice

Q0O 7

Pay by the hour

0000000000 5

Pay by % of investment income

000000

Pay by % of total assets under management

QOO0 5%

Pay by contract terms (e.g., one-year service price as determined in the contract)
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The rising affluent seemingly misunderstand the benefits that using a financial adviser can bring.

Rising affluent preferences for their relationship with a financial advisor suggest they may not be taking advantage of their

services. Just 45.6 percent believe their advisor should understand their needs. 40.4 percent believe an advisor should
understand their financial situation.

Advisors understand my family’s situation

34.1%

40.4%

> 45.6%
45.7%

Advisors help me planning for my goals
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And just 23.0 percent care about their advisor listening to them before making investment decisions - suggesting serious

detachment from the full process of financial advisory.

Factors respondents consider when choosing a financial advisor

Has better ability to invest overseas

Can provide more investment products from overseas

The advisor listens to me

Provides a customized service

Service personnel have better investment ability

The advisor spends time & listens to understand me life situation / my family situation
Helps to control risk in times of financial crisis

Can provide a better selection of investment products

Can provide a better investment plan

Their chosen investment products offer higher rate or return

Investment products offer a stabler rate of return
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I  18.6%
I  19.8%
I 23.0%
I 27.8%
I 27.8%
I 28.1%
I 30.4%
I 30.9%
I 31.0%
N 32.5%
I 35.9%
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Engagement with advisors is increasing. The financial advisory industry therefore has a clear
opportunity to communicate benefits of professional financial advice, in partnership with investors.

Usage of different types of advisory - professional consultants, wealth management centers, And 90.6 percent of respondents
and robo-advisors - has increased, while usage of other investment channels has decreased. who have used advice report a
positive impression.
Investment channels used 2021 2022 (vs.2021)
Mobile barki 49.25% 39,3, 9.9% Helpfulness of financial platform /
obile banking app 2% 3% .9% tools in 2022

Professional financial management consultant 22.8% 31.0% - 8.2%

Internet investment and financial platforms 36.5% 27.9% v 8.6%

Mutual fund company app 30.2% 27.4% v 2.8%

Wealth management center 19.4% 23.0% - 3.6% Very helpful

Mutual fund official website 26.1% 22.3% v 3.7%

Bank branch / counter 21.8% 21.5% v 0.4%

Stock investment analysis software 27.4% 21.3% v 6.2%

WeChat banking 26.0% 19.7% ¥ 6.3% Helpful

Robo advisors 12.8% 16.5% - 3.7% Not helpful
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Appendix | Factors comprising index score

2022 Rising Affluent Financial Well-Being Index Score:

P Confidence

Satisfaction with personal
financial status

Degree of financial impacts on
the various concerned issues

Financial preparation for
various concerned issues

Sentiments towards personal
financial growth prospects

74.34 8

o

Planning

Have a financial plan

Review financial plan

Have a specific timeline for
financial goals

The possibility of achieving
the financial goals
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4380 +0.74

o

Q Management 45.22 0%

Have a sense of risk

Have a precise portfolio (1)
management strategy

Sensitivity towards investment
management fees

Review of return of
investment

L  Engagement 79.56 *0%

Diversity of accessed
financial service

Contribution of financial (1)
advisor/institution

Credibility of financial
advisor/institution

Contribution of financial
digital platforms

Credibility of financial (1)
digital platforms
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Appendix Il Index and sub-index score by age group

®m Financial well-being index m Confidence ®m Planning ® Management Engagement

70.58 73.58 28.64 45.90 78.76 73.29 75.44 47.82 45.02 80.41 71.82 73.04 45.70 45.11 78.44 72.01 74.35 38.31 45.58 79.91

18 - 24 Y.0. 25 - 34 Y.0. 35 - 44 Y.0. 45+ Y.0.
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Appendix lll Index and sub-index score by city tier

®m Financial well-being index m Confidence ®m Planning ® Management Engagement

72.06 73.70 47.23 44.76 79.43 71.81 7410 41.61 45.85 79.11 73.10 76.02 40.07 45.21 80.54

Tier 1 Tier 2 Tier 3
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