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INTRODUCTION & METHODOLOGY

Cerulli Quantitative Update: Retail Investor Product Usage 2010 is the second report in an annual
series, which is the outcome of a partnership between Cerulli Associates and Phoenix Marketing
International.

Cerulli Quantitative Update: Retail Investor Product Usage 2010 is designed to help product manufac-
turers and distributors understand the end investor’s product preferences, product use, and product
needs to better inform product development and distribution initiatives. The report leverages Cerulli’s
expertise in intermediated retail markets and overlays Phoenix’s expertise in end-investor research.
Information includes product market sizing, distribution market sizing, investor profiles, and investor
product use. Each exhibit contains charts and commentary, including the important tactical ramifica-
tions for asset managers, broker/dealers, and advisors. Cerulli Quantitative Update: Retail Investor
Product Usage 2010 includes multiple sources of data which are described in detail below.

Phoenix Marketing International Affluent Study: Phoenix fields the largest affluent study in the
United States completing online surveys of 7,800 households throughout the year. The data which
appears in this report comes from surveys run in three waves between August of 2009 and December
2009. The target market for this survey is affluent and near-affluent households with more than $50K in
annual income or more than $250K in investable assets. While less wealthy households are included for
comparison purposes, the respondent base is wealthier and slightly younger than the American popula-
tion overall. The charts below compare the distribution of households by age and investable assets
across U.S. households and across the Phoenix sample.

Age Range Phoenix Affluent Market Respondents U.S. Households

<40 29.4% 30.72%

40-49 22.0% 21.52%

50-59 24.1% 19.13%

60-69 18.2% 13.34%

70-79 5.5% 8.42%

>80 0.7% 6.88%

Investable Asset Range Phoenix Affluent Market Respondents U.S. Households
$100K or less 22.1% 72.21%
>$100K-$500K 50.6% 20.28%
>$500K-$2m 21.9% 5.84%
>$2m-$5m 3.8% 1.20%
>$5m-$10m 1.0% 0.32%
>$10m 0.6% 0.15%
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Phoenix Marketing International Retirement Services Study: Phoenix fields the Retirement Services
Study which aims to address the target market of retirement providers. The study surveys households
with more than $100K in household income who are between the ages of 35 and 64.

Phoenix Marketing International Retail Banking Study: Phoenix fields the Retail Banking Study
which is designed to address the target market for deposit banking institutions. The study includes
households with at least $25K in household income, ages 25 and older who own a checking account
and a savings and/or retirement account.

Cerulli Advisor Surveys: CA surveys more than 1,800 financial advisors throughout the year through
partnerships with the Financial Planning Association, Investment Management Consultants Association,
College of Financial Planning, and Morningstar. This advisor data is meant to underlay and support the
investor data and appears throughout the report.

The proprietary data in this report is supplemented with government sources (FDIC, Federal Reserve,
Department of Labor, etc.), as well as third-party sources (Strategic Insight/SIMFUND, Morningstar,
etc.).

In general, CA’s opinions and perspective are shaped by a robust methodology that includes:

1) Industry understanding: All Cerulli analysts come to the firm with a background shaped by rele-
vant experience at leading financial services firms, which contributes to the internal pool of industry
knowledge fed by more than 15 years of proprietary research.

2) Quantitative analysis: CA maintains an online, password-protected survey engine as part of a vol-
untary, information-sharing relationship whereby participants complete confidential surveys in exchange
for an aggregate summary of key findings. All information is presented in aggregate form, and propri-
etary survey information is not directly attributed to participants.

3) Qualitative research: Cerulli analysts annually conduct background research interviews with indus-
try executives and advisors in a confidential manner, which allows for candid commentary regarding
the state of the advisor markets and potential future trends.

Other Notes:

= Scales: Cerulli and Phoenix employ a top-two box grouping to define satisfaction and other meas-
ures asked on a seven point scale. For example, an investor would be considered satisfied if they
chose the highest or second highest level on a scale. The middle three rankings are considered neu-
tral, while the bottom two are considered dissatisfied.

= Databank Format: To give a detailed look at each measure, Cerulli employs a databank format in
which a topic is analyzed using multiple segmentations (age, investable assets, risk level) which
appear on consecutive charts and pages. When databanks are used, analysis of the data and key
implications will generally be consolidated on the same page as the primary chart.
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EXHIBIT 9.02

Retirement Advice Orientation vs. General Advice Orientation, 2009
Sources: Cerulli Associates, Phoenix Marketing International Retirement Services Study
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= Only 27.4% of investors consider themselves self-directed with respect to their retirement accounts, while more than 36% of investors consider them-
selves self-directed with respect to investing in general.

Analyst Note: For comparison purposes, both the general and retirement-orientated groups only include households with more than $100,000 in investable
assets. To determine general advice orientation respondents were asked how they prefer to make financial decisions; for retirement advice orientation respon-
dents were asked their preferred method for making retirement decisions.

Key Implication: When it comes to advice on their retirement accounts, investors are much more likely to get some advice. Just less than 60% of investors fall
into the advisor-assisted or advice for special events categories when it comes to their retirement accounts, but only 39% of investors classify themselves this
way when it comes to investment advice in general. Investors seeking retirement advice have one common concern regardless of their age, advice orientation,
or investable asset range: households want to understand if their assets will last through retirement. They are likely to seek an advisors’ help to answer that
question and develop investment strategies to ensure their assets last.
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EXHIBIT 3.15

Interest in New Investment Ideas by Primary Provider Channel, 2009
Sources: Cerulli Associates, Phoenix Marketing International
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= Just less than one-third (32.9%) of households are actively seeking new investment ideas. Client using private client advisors (45.2%) and clients
using discount B/Ds (55%) are more likely to be seeking new investment ideas than clients using other distribution channels.

Key Implication: Households using private client groups tend to be wealthier households and tend to take a more active role in their investment management.
As a result, these households want their advisors to present new investment ideas to stay on top of trends. In contrast, less wealthy clients who use advisors (in
the bank, independent and full-service B/D channels) are more interested in seeing how their portfolio has performed and how they are progressing toward their
financial goals. They may be turned off by a product pitch of the next best investment strategy. The discount B/D distribution channel tends to attract more
active traders who may be using a mix of ETFs, mutual funds, individual securities, and options to carry out a self-directed investment strategy. Sites such as
Morningstar cater to these types of investors who are interested in swapping strategies with each other in online forums. For example, Morningstar.com offers a
“discuss” tab, which allows users to post questions and receive responses from other users.
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