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About SAIF and Charles Schwab

About SAIF

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.

About Charles Schwab & Co., Inc. and Charles Schwab China

The Charles Schwab Corporation (“Charles Schwab”, NYSE: SCHW) is one of the United States’ leading provider of financial
services, with more than 360 offices, 32,500 employees, 32.4 million active brokerage accounts, 2.2 million corporate
retirement plan participants, 1.6 million banking accounts and USD 7.6 trillion in total client assets as of July 31, 2021.
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

U/

WU Fei

Professor
Shanghai Advanced Institute of Finance
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Over a year since the beginning of the COVID-19 pandemic, the world remains
in anxious expectation of a return to normalcy. Within China, a series of policies
have heralded the arrival of a pivotal moment in the country’s economic
transition. The rising affluent - an important powerhouse driving global
economic development - are a bellwether for the long-term success of these
changes, as their financial well-being has important implications for the society
around them.

Against this backdrop, Charles Schwab and SAIF are proud to present the fifth
edition of our China Rising Affluent Financial Well-Being Index. Our partnership
was founded on a mutual interest and commitment to elevating the financial
well-being of Chinese investors and ensuring their interests are at the heart of
China’s financial reforms.

In 2021, we are excited that the Index contains positive signals for the direction
of the rising affluent’s finances. The pandemic drove a new wave of interest in
improving personal financial management, with many of the rising affluent
implementing new measures to enhance financial stability. These changes are
accompanied by longer-term increases in trust for financial institutions and
financial advisors, alongside evidence that respondents are actively seeking
high-quality financial information to inform their decision making. An underlying
motivation for this process may be provided by having children, which our Index
suggests is a major driver for heightened consideration of how to maximize
financial outcomes. While gaps in financial preparedness and implementation of
modern wealth management remain, there are also obvious pathways for the
industry to ensure the rising affluent can transform this heightened interest into
concrete enhancements of their finances. These include potential initial
pathways into professional financial advisory, the articulation of how a
long-term approach can heighten confidence, and a broad desire for informed
financial advice from industry professionals and institutions.

We hope that our findings provide insights and observations able to guide the
financial services industry to help the rising affluent realize these positive
developments. In turn, we hope that the rising affluent can seize new
opportunities to continue driving the economy forward while achieving their
dreams of personal and family prosperity.

(o KK |dud

Lisa Kidd Hunt

Managing Director, Head of International
Charles Schwab & Co., Inc.



Introduction
to the Index

Personal annual income

Investable assets

People and cities surveyed

Survey field dates

Methodology

Confidence

Planning

Management

Engagement

The China Rising Affluent Financial Well-Being Index aims to track the
shifting perceptions of the people who are driving China’s economic future.
The 2027 Index is based on the fifth annual survey of this important
powerhouse of both the Chinese and the wider global economy.

Between CNY 125,000 - 1 million

Less than CNY 7 million (or equivalent to USD 1 million)
3,648 people

Tier 1: 1,644

Shanghai, Beijing, Guangzhou, Shenzhen

Tier 2: 1,230
Chengdu, Hangzhou, Dalian, Xiamen, Chongging, Wuhan

Tier 3: 774
Nantong, Shijiazhuang, Zhongshan, Kunming, Xiangyang

June 7 - 22, 2021

The China Rising Affluent Financial Well-Being Index evaluates the overall
financial well-being of modern Chinese investors through a rigorous survey
examining four sub-indices of financial behavior and attitudes. Survey
respondents were asked a total of 65 core questions related to these
sub-indices:

Satisfaction towards personal financial status, sense of personal financial
growth prospects, and sentiments towards financial concerns.

Having and routinely reviewing a financial plan, setting timelines for
financial goals, and beliefs regarding the possibility of achieving financial
goals.

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

Diversity of financial services used, engagement with professional financial
advisors, and sensibilities regarding digital financial advisory platforms.
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The 2021 China Rising Affluent Well-Being Index
reveals increased engagement alongside a
continued rise in confidence.

Financial Well-Being Index

2017 2018 2019 2020 2021

Fo = Fa 2

Confidence Planning Management Engagement
79.23
7418 7541 e
7121 7131 7132
68.10 6885 08 ' '
0 48.35 Lo
43.3) "~ 45.49
e 32 43.06 .
: 39.21
36.76
N N N
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Note: 2017 and 2018 did not include data from Tier-3 cities.
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Headline
observations

1

China’s rising affluent adopted new
planning and management measures
post COVID-19, enhancing their
financial preparedness

3

Rising affluent investors look to
financial advisors and institutions to
provide authoritative advice and
know-how

<

Longer-term investors demonstrate
higher confidence, but few
respondents are thinking far ahead

2

Heightened understanding of wealth
management could drive increased
awareness of financial planning

4

Rising affluent expectations for digital
advisory indicate its potential as a
pathway into professional advice

6

Children incentivize improved family
financial practice
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2021 CHINA RISING AFFLUENT FINANCIAL WELL-BEING INDEX

China’s rising affluent adopted new planning
and management measures post COVID-19,
enhancing their financial preparedness

The rising affluent believe the pandemic positively impacted their finances. 19.8% of respondents state
they now have a higher possibility of achieving financial goals, compared to 8.5% in 2020.

Possibility of achieving

financial goals since
g 19.8%

CovID-19
\ ‘ r
® Higher possibility 8.5% ]
Unchanged
Lower possibility ‘  — é

This trend complements longer-term increases in financial satisfaction. In 2017, 24.7% of respondents
were very satisfied with their current financial status. In 2021, this has risen to 39.2%. Assessments
of future financial prospects have also improved - 39.6% of respondents expect their financial status
to be much better in five years, compared to 21.9% in 2017.

2021
2020

Current satisfaction with financial status

Very Satisfied Satisfied Dissatisfied
e 24.7% 60.6% 14.7%
e 26.1% 56.0% 17.9%
e 27.5% 57.2% 15.3%
I — 31.3% 55.7% 13.0%
I — 39.2% 50.0% 10.8%



Predictions for financial well-being in five years

Much better
| 21.9%
— 39.5%
e CIhA4. 25.1%
I — 30.1%
— 39.6%

Better Worse
60.2% 17.9%
47.6% 12.9%
52.7% 22.2%
52.6% 17.3%
48.3% 12.1%

This optimism is supported by the new planning and management measures adopted by 98.0% of
respondents since the onset of COVID-19. The most popular of these practices include developing an
understanding of risk appetite in line with industry standards (30.1%), regularly reviewing financial
goals (27.8%), and adopting a professional, reasonable financial plan (24.1%). 75.6% of respondents

who adopted new measures report a positive impact.

Financial planning and wealth management measures adopted since the onset of

CoviD-19

Regular saving

[T/D 28.5%

© 30.1%

Understanding of risk capacity in
line with industry best practices

Personal and family
health insurance

N

= o

27.1%

Passive income stream
development

=

24.7%

|

0 —I];I
(=] n] fo)
E@ 27.8%
Regular review of
financial goals

24.1%

Portfolio diversification

23.4%

=
=\

Reduced daily
expenditure

Professional
financial plan

Emergency fund
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Impact of planning and wealth management measures adopted since the onset of
COVID-19

Positive influence No influence Negative influence
76.5% 20.4% 3.1%

Nevertheless, while 84.6% of the rising affluent believe they are well prepared for financial concerns,
their long-term sources of confidence provide a narrow foundation for this belief. Reliance on stable
income and savings indicates a missed opportunity for a more holistic investment approach to secure
stronger long-term outcomes.

Preparedness level for Reasons respondents feel well prepared
financial concerns

Have a stable fixed-term deposit

. 65.9%
Have rational allocation of assets
e 52.0%
Have a long-term career development plan
s 59.5%
Have an education fund for children
57.3%
Welliprepared Have purchased investable property
52.5%
Purchase medical insurance
52.4%
Prepared Purchase pension insurance
P 49.0%

Stable personal sideline income

@ 46.8%

Not prepared Hold a mount of cash

36.2%

Our findings suggest that the rising affluent are actively seeking to improve their financial
preparedness, and are feeling the benefit of such action. This positive development could spark a
deeper transition towards better financial practice.
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2021 CHINA RISING AFFLUENT FINANCIAL WELL-BEING INDEX

Heightened understanding of wealth
management could drive increased
awareness of financial planning

The rising affluent adopted new practices in response to the pandemic. At the same time, their
understanding of wealth management has also improved.

A significant portion of respondents now demonstrate an ability to accurately assess the components
of good wealth management - 41.5% identify financial planning capability as a key element, with

44 1% identifying correct assessment of personal financial goals and 50.9% identifying reasonable

asset allocation.

Key elements of wealth management

g £ 2 S 5

Reasonable Correct Ability to Ability to Regular Financial Ability to
asset allocation = understanding | manage capital = correctly assess checks of planning assess
of the financial liquidity personal personal capability accuracy of
products held financial goals wealth financial
information

37.9%

However, financial planning scores have remained modest across the past five years. In 2021, only
66.6% of respondents state they have a financial plan, and just 2.1% demonstrate an understanding
of financial plans that meets industry standards.
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Financial planning as the
cornerstone of wealth

management

Investing is a long-term process that
requires prioritizing future outcomes
over the anxiety and excitement of
short-term fluctuations. This
perspective underpins successful
financial planning, which helps
investors accomplish goals over time by
encompassing an individual’s full
financial picture both now and in
anticipation of future life milestones,
while enabling a heightened
understanding of their own risk
tolerance, the development of a
tailored investment portfolio, and
including a reliable measure of
progress integrated with evolving
financial circumstances.

Regardless of an individual’s current
financial status, financial planning is
the essential first step on the journey
towards successful financial
management.

Currently has financial plan

‘ | 66.6% {,

Yes No

33.4%

Understanding of financial plans

m 2.1%

Meets industry
standard

97.9%

Does not meet
industry standard

Addressing this disparity between self-perception and reality is
crucial to improving the rising affluent’s overall well-being. We
therefore sought to understand what could motivate heightened
implementation of this understanding. Positively, we uncovered
evidence of how improved industry education could bridge some of
these gaps.

Almost three-quarters of respondents without a financial plan say
that they do not need one. The most common reason for this
position was a belief that their own capital is insufficient to justify
a financial plan (32.3%). A further 24.9% expressed satisfaction
with their current financial situation and thus do not require a plan,
and 23.0% stated financial plans cannot help them. These reasons
imply a misunderstanding of financial plans that can be addressed
by heightened investor education efforts.

32.3%

Insufficient capital for
financial plan to be useful

Financial plans
cannot help me

29.7%

Have a stable
investment income

Reasons for not
needing
a financial plan 23.7%

?@ | will not act in

accordance with

24.9% the plan

Satisfied with current

financial situation External events will reduce the

plan’s usefulness



Younger investors express higher levels of interest in personal financial planning. 41.2% of investors
between 18-24 state they need a plan, compared to 29.9% of respondents between 35 and 44 and
20.5% of respondents above 45. One motivation for this may be different perceptions of the external
environment. Only 28.4% of the youngest age group draw confidence from sustained economic
growth, in comparison with 45.9%, 41.0% and 37.8% of their respective older equivalents.

Need for a financial plan by age group o Yes No

Tota
126vo. NP7
2534 Y0.

36-44 Y0.
45+ Y.0.

Sources of financial confidence  Total 18-24Y0.  25-34Y0.  35-44Y0. 45+ YO.
Sustainable economic growth 40.7% 284% 45.9% 41.0% 37.8%
Personal professional income 42.2% 47.1% 49.7% 41.7% 33.7%
Financial capacity 40.7% 42.3% 37.9% 41.3% 42.6%
Work-life balance 35.4% 42.8% 37.2% 33.6% 33.4%
Stable side income (including rental income) 21.1% 24.9% 20.2% 18.9% 22.6%
Parental support 9.0% 6.6% 8.5% 8.7% 10.2%
Stable household income 46.5% 46.3% 47.0% 47.8% 45.1%

New entrants to the rising affluent look towards financial planning to boost their confidence in the face
of external change. Companies with deep experience of assisting investors in realizing their goals
through planning are well positioned to help them on this journey.
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2021 CHINA RISING AFFLUENT FINANCIAL WELL-BEING INDEX

Rising affluent investors look to financial
advisors and institutions to provide
authoritative advice and know-how

This year, we sought to deepen our understanding of the rising affluent’s interactions with social media
and its impact on their financial well-being. Our findings indicate respondents lean towards
information that can improve their overall financial awareness, instead of investment products. 64.6%
prefer to view financial education information, and 77.7% like to consult articles published by
authoritative financial institutions.

Preferences for financial information viewed on social media

Financial
education

Financial
investment analysis

Macro-economic
analysis

Information on
securities, stocks,
futures and bonds

Insurance

These preferences are underpinned by growing trust in financial advisors and institutions over the last
five years. In 2017, 57.8% reported high levels of trust. In 2021, 75.5% do, with just 0.6% of reporting

low trust.
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Level of trust in professional financial advisors and/or financial institutions

e High ® Moderate o low

%0 75.5%

70
60
50
40

30

20

10

1.7% 1.7% 1.6% 1.2%

2017 2018 2019 2020 2021

Similar increases have been recorded in respondents’ opinions regarding the helpfulness and
trustworthiness of financial platforms. 72.9% of respondents now believe that platforms are very helpful,
up from 56.2% in 2017. Levels of trust increased from 55.9% to 71.0% across the same period.

Perceived helpfulness of financial platforms

Very helpful 56.2% 66.0% 50.0% 66.3% 72.9%
Helpful 43.1% 33.0% 49.2% 32.9% 26.5%
Not helpful 0.7% 1.0% 0.8% 0.8% 0.6%
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Level of trust in financial platforms

High 55.9% 63.9% 48.9% 64.8% 71.0%
Moderate 43.3% 34.9% 49.9% 34.7% 28.4%
Low 0.8% 1.2% 1.2% 0.5% 0.6%

This wave of positivity may be driven by the tangible benefits reported by respondents who have
consulted financial advisors. 54.5% stated that their ROl increased following consultation, with
33.3% recording an increase higher than 10%.

Investors are eager to learn from financial advisors, and their usage leads to improved investment

outcomes. Experienced institutions able to provide financial education are well-placed to capture
emerging opportunities to elevate public financial literacy.

Impact on ROI of seeking advice from a professional advisor

ROl increased ROl is the same ROI decreased
54.5% 38.7% 5.1%

Percentage change in ROI after seeking advice from a professional advisor

‘ 66.7% Between 0 and 10%
16.7% 10.1% - 20%

E’ 8.3% 20.1% - 30%

0.9% 40.1% - 50%



2021 CHINA RISING AFFLUENT FINANCIAL WELL-BEING INDEX

Rising affluent expectations for digital
advisory indicate its potential as a pathway
into professional advice

Over the past five years, the rising affluent have displayed consistent ambivalence towards both
human and digital advisory. While trust and perceptions have improved, overall use has remained
around the same level, even as the services respondents use have shifted in accordance with a
growing preference for digital channels.

Reasons for not consulting a professional advisor

28.3% 26.6% . 22.3% .

My investments are too small to I do not know where to find a reliable I do not meet the required financial
warrant consulting an advisor investment advisor threshold for use

I' ve heard/ seen bad news about My knowledge is better than that of a
investment advisors financial advisor

Two thirds of this year’s respondents have never consulted a professional financial advisor. The top
reasons for this are believing they possess insufficient investment funds (28.3%), not knowing where
to find a reliable advisor (26.6%), and having heard bad things about investment advisors (20.7%).

Seeking to understand what could remove these barriers to usage of professional services, this year
we asked what respondents expect from engagement with human and digital advisors. For human
advisors, the top three desired services were notification of changes in risk profile, development of a
reliable investment plan, and helping investors select appropriate products.
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The top three services respondents expect digital advisors to provide are selection of appropriate
products, identifying the best investment mix for individual financial goals, and the development and
optimization of a financial plan. These latter two indicate that digital advisors are preferred to help
investors implement and understand more basic principles of financial management, as these
choices are among the most essential beginner steps in an investor’s financial journey.

Interest in digital advisory’s ability to provide fundamental financial planning and management services
suggests its promotion could encourage hesitant investors to embrace professional advice, in turn

elevating investors’ overall financial well-being.

Expectations of human vs. digital advisor

38

«—= Human advisor

49.3 %

Notifications of change in risk profile

45.1%

Development of investment plan

44.8%

Selection of suitable investment products

43.8% |

Selection of appropriate investment classes for
personal financial goals

43.5%

Management of limited funds

42.2%

Development and adjustment of your financial plan

41.9%

Provision of industry insider information

39.0%

Provision of authoritative investment information

32.9%

Work out appropriate balance of savings and
financial investment

. Digital advisor

445

Selection of suitable investment products

42.9%

Selection of appropriate investment classes for
personal financial goals

42.2%

Development and adjustment of your financial plan

42.2%

Notifications of change in risk profile

40.6 %

Development of investment plan

39.8%

Work out appropriate balance of savings and
financial investment

37.7%

Management of limited funds

37.7%

Provision of authoritative investment information

33.4%

Provision of industry insider information



2021 CHINA RISING AFFLUENT FINANCIAL WELL-BEING INDEX

Longer-term investors demonstrate higher
confidence, but few respondents are
thinking far ahead

As attention regarding Chinese investors increases, it is important to remember individual investing in
Chinais a new phenomenon - 63.3% of the rising affluent only began investing after 2015. This is true
even for older groups - 55.8% of respondents over 45 and 54.8% of respondents between 35 and 44
began investing in the same period.

Period when respondents began investing Before2011 o 2011-2014 e 2015-2021

18-24 Y0. 25-34Y0. 35-44.Y.0, 45+ Y0.

o\o o\o o\o
RS © ,\’\

o\o o\o c\c o\o o\o O\c O\o o\o o\o o\o o\o 0\0
R RS SO NN 8" o1 WP & oV B
Early investors have higher Possibility of achieving financial goals

confidence in achieving their
goals. 42.8% of respondents

who began investing pre-2011 42.8% Before 2011

believe they have a high

possibility of achieving goals, 42 1% 2011-2014

compared to 32.5% of

High e Low

respondents who began

between 2015 and 2019, and 52.5% BRI
26.5% of investors who began
in 2020 and 2021. 26.5% 2020-2021
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Longer-term investors were also more resilient in the face of the pandemic. 60.2% of pre-2011
investors felt the possibility of achieving their goals was unchanged, and 25.2% reported a higher
possibility. This compared to 51.1% and 22.3% respectively for investors who began between 2011
and 2014.

Possibility of achieving financial goals post COVID-19

60.2%

® Higher possibility
® Unchanged

® Lower possibility

Initial year of investment - «--««veuveneen Before 2011 «--vvvveeveen 2011-2014  ~oovveeeiens 2015-2019 oo 2020-2021

Despite the benefits of longer-term investing, just 10.4% of 2011-2014 investors have plans that last
over 10 years. This increases to 11.3% for respondents who began between 2015 and 2019.

In previous years, we have observed over-optimism regarding the rising affluent’s ability to achieve

their financial goals. A longer-term approach could provide a better basis for this confidence and a
more rational picture of what their goals require.

Financial plan duration ® Short-term (1-5 years) ® Mid-term (6-10 years) ® Long-term (over 10 years)

Initial year of investment

Before 2011 32.3% 58.5% 9.2%

2011-2014 35.4% 54.2% 10.4%
2015-2019 38.4% 50.3% 11.3%
2020-2021 29.5% 55.4% 15.1%
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2021 CHINA RISING AFFLUENT FINANCIAL WELL-BEING INDEX

Children incentivize improved family
financial practice

The three-child policy has prompted renewed attention towards family finances. As respondents with
children are around 80% of our sample, we examined some of their key concerns.

Across the five years of our Index, the rising affluents’ major concerns have not changed significantly.

Children’s education has consistently appeared as a top five current and future concern, and is often
the first concern regarding their families.

Present and future financial concerns

2017 2018 2019 2020 2021
™ )
) Stable household income 65.0% 75.1% 65.2% 68.7% 79.4%
g\, Sustainable economic growth 61.6% 66.6% 65.9% 73.1% 77.7%
Z[[E workife balance 59.8% 71.9% 61.6% 76.5% 77.8%
@ Children's education 55.9% 66.0% 57.9% 54.4% 62.8%
% Future medical expenses 55.5% 66.9% 57.0% 68.7% 63.9%
@ Support for parents’ retirement 42.0% 55.9% 45.3% 39.8% 54.1%
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Funding their children’s education also motivates respondents to undertake financial management.
This suggests that children’s education is a source of pressure for the rising affluent, and drives a
desire to improve their financial capabilities.

As a result, respondents with children also demonstrate higher overall well-being. They have the
highest confidence, planning and management subindex scores, indicating that the motivation created
by a desire to fund their children’s education positively impacts overall financial practice.

As the financial services industry considers its future development, ensuring that its services are
adapted to the clients’ best interests and recognize the importance of children in family financial

planning is essential. Helping families alleviate pressure to provide for their children offers a clear
pathway to maximizing client interest.

Top five purposes of financial management among respondents with financial goals

Children's education

Luxury spending

Sufficient money for possible
emergencies (such as unemployment

or sudden big medical expenses) Short-term profit or

increased income

Support for elderly parents

Subindex scores for respondents with children

Married with Married with Married with two

no child one child or more children
P' Confidence 71.49 70.56 75.23 73.35
i, : Planning 37.49 41.67 43.52 50.29
P@ Management 44.16 48.54 45.27 47.16
;_)'_ Engagement 76.54 76.70 79.98 79.45

42



Appendix |

Factors comprising index score

2021 Rising Affluent Financial Well-Being Index Score: 72.02

P, Confidence 74.18

+2.97
Satisfaction with personal o
financial status
Degree of financial impacts on
the various concerned issues o
Financial preparation for various
concerned issues o
Sentiments towards personal
financial growth prospects (1

P@ Management 45.49

-1.07

Have a sense of risk 0

Have a precise portfolio
management strategy 0

Sensitivity towards investment o
management fees

Review of return of investment (—)

—]  Planning 43.06

-0.26
Have a financial plan (1)
Review financial plan (—)
Have a specific timeline for
financial goals e
The possibility of achieving
the financial goals o

8_ Engagement 79.23

+2.60
Diversity of accessed financial (1)
service
Contribution of financial 0

advisor/institution

Credibility of financial advisor ()
/institution
Contribution of financial

(1)

digital platforms

Credibility of financial digital
platforms o
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Appendix Il

Index and sub-index score by age group

Financial well-being index
Confidence

Planning

Management

Engagement

Financial well-being index
Confidence

Planning

Management

Engagement

Financial well-being index
Confidence

Planning

Management

Engagement

Financial well-being index
Confidence

Planning

Management

Engagement
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Appendix Il

Index and sub-index score by city tier

Financial well-being index  »

71.44
Confidence ™ — R /3.19
Planning >SS 4 6.86

Management >SS 45.87

Engagement > /.22

A

Financial well-being index

72.83
conttoncs > N 75/
Planning - >  38.36

Management N  45.36

e ) 5)

\ 4
A

< 72.24
Confidence > — e /.78
Planning > 39.76

Management >—_ 4399

Engagement > /0.0

Y

Financial well-being index
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