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EXECUTIVE SUMMARY

The results of the 2008 Mandatory Disclosure Documents Telephone Survey reveal that
many investors do not read disclosure documents, and those that do spend relatively little
time reviewing them, considering the breadth of information they contain. Overall
satisfaction with these disclosure documents was somewhat mixed. While some investors
reported being satisfied with the documents, others did not. Nonetheless, there are some
areas for improvement which could increase the readability (and therefore readership) of
these documents.

Plain English. The primary complaint among investors was that the disclosure
documents contain too much legal jargon, and as a corollary they are often too
complicated or difficult to understand and they appear to be long and wordy. This leads to
many investors relying on someone else, a financial advisor or broker, to review the
documents for them. While investors tended to approve of the overall organization of the
disclosure documents, efforts to improve their organization are likely to improve their
usefulness.

SEC Disclosures. Across all documents which were reviewed (operating company
annual reports and proxy statements and mutual fund prospectuses and shareholder
reports), many investors reported that they could not find the key information they were
searching for. However, when asked what specific information was missing from the
documents, many respondents reported that information which was not part of the
document’s intent was missing. In light of this, it is not enough to simply clear up the
language and reduce the legal jargon in the disclosure documents. It needs to be made
clear to investors what key information is contained in each document.

Investment Literacy. It is clear from the results of this survey that investment literacy is a
critical component to understanding both the effectiveness of disclosure documents as
they currently exist, as well as the way in which they can be improved. Investors with
lower literacy levels spend more time on average reading the disclosure documents. They
were also more likely to have difficulty finding necessary information and understanding
the language used in disclosure documents, despite reporting higher levels of satisfaction
with them.

Delivery Mode. Many investors prefer obtaining their disclosure information online. The
Internet offers the ability to transmit data in real time and is also interactive so the investor
can customize the information he/she accesses. SEC would do well to develop web-
based disclosure documents which investors can access. That being said, it is also
important that a paper copy of the document be made available to investors, as this was
the second preferred mode of delivery.

It is not possible to determine if the current disclosure documents have improved due to
the introduction of the plain English initiative as there is no baseline data which to
compare. This survey is an important first step in understanding the degree to which
current SEC mandatory disclosure documents meet the needs of investors. This
information will provide a solid foundation for future efforts to improve these documents.

iv
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INTRODUCTION

Background

In 1998, the Securities and Exchange Commission (SEC) approved “plain English”
rules with the goal of making SEC mandated disclosure documents simpler, clearer and
more useful to investors. A decade later, in 2008, the SEC Office of Investor Education
and Advocacy (OIEA) seeks to evaluate whether the plain English initiative has been
working as expected with investors. To this end, the OIEA commissioned the 2008
Mandatory Disclosure Survey as a national telephone survey of investors in the United
States. This survey was designed to inform the OIEA about the views and opinions of
investors regarding various disclosure documents filed by companies, including mutual
funds. More specifically, the goal of the OIEA survey was to learn from investors whether
current disclosures are written in plain English as defined by the initiative, which parts of
each disclosure are typically read, and what key information might be missing. In this
survey, investors were asked about four key investment documents: operating company
annual reports and proxy statements and mutual fund prospectuses and shareholder
reports.

Methodology

The 2008 Mandatory Disclosure Document Telephone Survey was conducted by
Abt SRBI, a national survey research organization. A total of 1,000 telephone interviews
were conducted among a national population sample of adults who invest in stocks, bonds
and/or mutual funds, outside of an employer-sponsored retirement plan. The survey,
conducted from March 17, 2008 to May 9, 2008, took an average of 15 minutes to
complete. It consisted of a series of questions about disclosure documents depending on
the types of investments the investor owned. Respondents who owned multiple types of
investments were randomly assigned to answer some specific sections of the survey.

The telephone survey included questions about where these investors typically go
for investment information, their investment literacy, and information regarding their
investments and household characteristics. Investment literacy was measured using ten
items from the Financial Industry Regulatory Authority (FINRA) investment literacy scale
(http://apps.finra.org/Investor Information/quiz/InvestorQuiz.asp). There were also many
items on the survey designed to target different aspects of “Plain English” as defined in the
Securities and Exchange Commission’s Plain English Handbook. A copy of the telephone
survey questionnaire is found in Appendix B.

The first stage of the national sample of investors was drawn as a probability
sample of telephone households in the United States, using random digit dialing (RDD).
The national household sample was screened to determine whether there were any
investors in the household. The introduction of the survey included a screening section
designed to identify respondents with SEC-regulated investments. Data collection was
performed by experienced SRBI interviewers using in-house telephone facilities.
Interviews were randomly monitored by an SRBI supervisor for quality control purposes.

Vv
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The maximum expected sampling variability (margin of error) for a simple random sample
of 1,000 is plus or minus 3.1 percent at the 95 percent confidence level.

Percentages for some items contained in this report may not add to 100 percent
due to rounding, or because the question allowed for more than one response. In addition,
the number of cases involved in subgroup analyses may not sum to the grand total who
responded to the primary questionnaire item being analyzed. Reasons for this include
some form of nonresponse on the grouping variable (e.g., “Don’'t Know” or “Refused”), or
use of only selected subgroups in the analysis. The abbreviations DK and Ref are
frequently listed as response categories in the report. DK stands for “Don’t Know” and Ref
stands for “Refused”. For most questions, the persons who answered “Don’'t Know” vastly
outnumbered those who refused to answer the question. Only statistically significant
differences at the 85% confidence level among sub-groups (such as demographics) are
discussed.

Vi
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Proportion of U.S. Households with Investments

Published estimates indicate that, outside of employer retirement plans, approximately 20
percent of American households invest in stocks and that approximately 26 percent invest
in mutual funds. The findings of the 2008 Mandatory Disclosure Document Telephone
Survey are consistent with these estimates. Twenty-six percent of all screened
households reported that someone in the household owned stocks, bonds or mutual funds
outside of employer retirement plans (Figure 1).

Figure 1
Proportion of U.S. households with investments

on't know/refused
5%

S1. Does anyone in this household own stocks, bonds or mutual funds?
Base: All Contacts.
N=5720
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SEC Regulated Securities among U.S. Investors

Among the 1,000 investors interviewed in the survey 77% owned stocks, 48% owned
bonds, and 82% owned mutual funds. There was a substantial amount of overlap between
the different types of investments owned by these investors. Most commonly, 36% of this
national sample of investors had a portfolio which included all three types of investments,
while another 25% owned both stocks and mutual funds, but not bonds. Only 2% owned
only bonds, while 11% owned only stocks, and 17% reported owning only mutual funds
(Figure 2).

In terms of demographic differences in ownership of the three types of investments, the
ownership of mutual funds is positively associated with respondent income: 86% of
investors who have completed graduate study have mutual funds, compared with 74%
who completed high school or less. In addition, 93% of respondents with a high
investment literacy score own mutual funds, compared with 76% of respondents with a low
literacy score.

Figure 2
SEC Regulated securities among U.S. investors

100%
80%
60% -

40% - 36%

25%

20% A 17%
11%
= = -
0% . . . . . .

Stocks Bonds Mutual Stocks & Stocks & Stocks, Bonds &
Funds Bonds Mutual Bonds & Mutual
Funds Mutual Funds
Funds

Q2. Do you own stocks, bonds, and/or mutual funds?
Base: All Investors.
N=1000
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Main Sources for Investment Information

Investors were asked what main sources of information they used to guide their decisions
when buying stocks, bonds and mutual funds. Multiple responses were allowed to this
guestion, and nearly 30 percent of respondents mentioned more than one “main” source of
information. Getting information from a financial advisor or broker was the most frequently
cited response, followed by the Internet or computer, friends and family, magazines and
newspapers. Ten percent cited some other source, while an additional eight percent
stated they didn’t know what their main source was. Five percent cited prospectuses and
three percent cited annual reports (Figure 3).

More likely than other respondents to say that they use a financial advisor or broker are
female respondents, those age 60 or more, and those with low investment literacy scores.
In contrast, more highly educated respondents tend to say that they use annual reports,
prospectuses, magazines, newsletters, and the Internet as sources of investment
information, compared with less educated investors.

Figure 3
Main source of investment information

Financial advisor/broker |51%
Internet/computer :| 16%
Friends/ family| ____]10%
Magazines :| 8%
Newspapers| | 8%
Prospectus| | 5%
Television| | 4%
Newsletters :| 4%
Work| ] 3%
Annual report j 3%

Other[ ]10%

Don’t know/refused 8%

0% 20% 40% 60% 80% 100%

Q3. What are the main sources of information that you use to guide decisions to buy stocks, bonds, or mutual funds?
Base: All investors.
N=1000
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Most Important Source of Investment Information

Respondents who mentioned more than one “main” source of investment information were
asked which of these sources is most important. These responses, along with those from
respondents who mentioned only a single source of investment information, are
summarized in Figure 4. Nearly one-half (48%) said that their financial advisor or broker
was their most important source of information. This was followed by the Internet (11%),
friends and family (7%), newspapers (3%), magazines (3%), and television (3%). Annual
reports were cited as the primary source of investment information by two percent of
investors, as were prospectuses (Figure 4).

Among respondents who utilize multiple sources of investment information, 12% of women
respondents said that their main source of investment information is friends and/or family,
compared with only 1% of men. Respondents with low investment literacy scores are
more likely than other respondents to say that their main source of information is family
and/or friends (14%), or their financial adviser or broker (51%).

Figure 4
Most important source of investment information

Financial Advisor/broker | 48%
Internet/computer :l 11%

Friends/ family :l 7%
Newspapers :| 3%
Magazines :| 3%
work | ] 3%
Prospectus :| 2%
Annual Report :| 2%
Newsletters |] 2%

Television [] 1%

Personal Research / Experience ] 1%

Other 8%

Don't know/ refused 10%

0% 20% 40% 60% 80% 100%

Q3. What are the main sources of information that you use to guide decisions to buy stocks, bonds, or mutual funds? (single response) Q3d.
Which of these sources is most important to you in making an investment decision?

Base: All Investors.

N=1000
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Internet Access to Investment Information

Regardless of the source of information used to guide investment decisions, investors who
used information to guide their decisions were asked if they accessed that information over
the Internet. Among investors who own stocks and cited a source for their investment
information, over half (55%) stated that they access that information via the Internet. A
similar proportion of those who own bonds (53%) and mutual funds (53%) said they
access their source of investment information via Internet (Figure 5).

Sixty-two percent of male investors say they use the internet as a source of investment
information, compared with 39% of women. Use of the internet for investment information
is also positively associated with investment literacy, household income, and respondent
education.

Figure 5
Information source accessed via Internet
0% -
60% - - 3% -
aooh
2006 -
- Stocks ' Bonds ' Mutual

Funds

Q3b. Do you access this information via the Internet?  Q2.Please tell me which of the following you own. Do you own...
Base: All investors who gave a source for investment information.
N=919
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Internet Sources for Investment Information

Investors who accessed information over the Internet to guide their investment decisions
were asked where they go on the Internet to get that information. The Internet sources
most often cited by investors for investment information were individual company web sites
(38%), followed by private (non-government) financial investment information web sites
(24%), specific funds (10%), Yahoo (9%) and news or newspaper sites (8%). Only about
one percent of investors who use the Internet as the source of their investment information
cited the SEC web site, and other government agency web sites (Figure 6).

Forty-nine percent of women investors who turn to the internet for investment information
use individual company websites, compared with 42 percent of men. Sixteen percent of
respondents with high investment scores consult www.yahoo,com during their online
research, compared with only 1% of respondents with low scores.

Figure 6
Where investors seek information on the Internet

Individual company website [ 138%
Private (non-govt) financial investment infosites | ]24%
Specific fund or group of funds |___]10%
Yahoo.com [ |9%
News/newspaper sites :| 8%
Brokers/brokerage site | |5%
MSN.com []3%
CNN.com []3%
Morningstar ratings/reports :| 3%
Google search engines |]2%
Various websites []2%
Other govt. agency websites ] 1%
SEC website [[1%
Other |_]6%
Don't know/refused |___]9%

0% 20% 40% 60% 80% 100%

Q3c. Where do you go on the Internet for your investment information?
Base: Investors who access their information via the internet.
N= 468
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Investors Who Have Received an Operating Company Annual Report

Close to nine out ten investors who said that they held stocks or bonds (89%) reported
having received an operating company annual report from a company in which they owned
stocks or bonds. Only eight percent said that they had never received an annual report
from a company in which they owned stocks or bonds. Another 4% were not sure if they
had ever received an annual report (Figure 7).

Among investors with stocks or bonds, 91 percent of men have received an annual report,
compared with 86 percent of women. Receipt of an annual report is also associated with
respondent age: 81% of investors under 40 years of age say they have received an
annual report, compared with 93% of those age 60 or more.

Overall, 46 percent of investors have received an annual report.

Figure 7
Investors who have received an Annual Report

No
8%

Don't know/refused
4%

Yes

89%

Q4. Have you ever received an annual report from a company for which you own stocks or bonds?

Base: All investors who own only stocks; only bonds; or stocks and bonds. Half of the investors who own stocks and mutual funds; stocks, bonds
and mutual funds; or bonds and mutual funds (random selection).

N =514
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Investors with stocks and bonds, who had not received an operating company annual
report from a company in which they had investments, were asked if they had ever
received an annual report from a company in which they were considering investing.
Another 13% of investors who had not received an annual report from a company in which
they held stocks and bonds reported having obtained an annual report from a company in
which they were considering investing. In general, those who did not recall receiving an
annual report from a company that they invested in, had never received an annual report
from a company in which they were considering investing (Figure 8).

Figure 8
Investors who have obtained an Annual Report

No
87%

Yes
13%

Q4b. Have you ever obtained an annual report for a company in which you were considering investing?
Base: Investors have not received an Annual Report form a company in which they'd already invested.
N=39

10



Mandatory Disclosure Documents Telephone Survey

Most Recently Obtained an Operating Company Annual Report

Those investors who had received an operating company annual report from a company in
which they had invested or were considering investing were asked when they had received
or obtained their most recent annual report. Nearly all investors who had received or
obtained an Annual report (95%) reported doing so within the last year (Figure 9).

Figure 9
Most recently obtained Annual Report

Within 1 year
95%

Longer than ayear
3%
Don't know/refused
2%

Q5. When have you most recently received or obtained an annual report? Your best estimate is fine.
Base: All investors who have received or obtained an Annual Report.
N =460
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How Often Investors Read Operating Company Annual Reports

Investors who had received or obtained operating company annual reports were asked
how often they read annual reports when received. Investors were split on the likelihood of
reading annual reports for companies in which they have invested or are considering
investing. Approximately one-fifth (20%) said they always read annual reports when they
receive them, while an additional 4% said they read them very frequently, and 18% said
they read them frequently. However more than half of investors who received annual
reports said they rarely (28%), very rarely (13%) or never (16%) read annual reports when
they receive them (Figure 10).

Twenty-six percent of respondents with low investment literacy scores say they always
read annual reports when they receive them, compared with 17% of those with high
investment literacy scores.

Overall, 9% of respondents say they always read annual reports and 10% very frequently
or frequently do so.

Figure 10
How often investors read Annual Reports

Frequently
18%

Very rarely
13%

Very frequently
4%

16%

Q6. How often do you read annual reports when you receive them?
Base: All investors who have received an Annual Report.
N =460
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Number of Operating Company Annual Reports Read in the Last Year

Those who said that they had received an operating company annual report within the past
year and read annual reports at least frequently when received were asked how many
annual reports they had read in the past year. Approximately two thirds (66%) reported
having read less than six annual reports within the last year. Another 15 percent said that
they read from six to ten annual reports in the past year, while 7 percent read from eleven
to fifteen annual reports and 6 percent read more than twenty annual reports in the past
year (Figure 11).

On average, respondents age 60 or more, who have completed graduate study, and with
high investment literacy have read more annual reports in the last year than other
respondents. Among respondents who have received or obtained an annual report, men
have read an average of six annual reports in the past year, compared with 4.5 for women.

Figure 11
Number of Annual Reports read in last year

6to 10
15%

1to5

66% 11t0 15

7%

|_ More than 20
6%

N Don't know/refused
one 5%

1%

Q6b. How many annual reports have you read in the last year?
Base: Investors who have received an Annual Report in the last year, and read them at least frequently when received.
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Reasons Investors Do Not Read Operating Company Annual Reports

Those investors said that they rarely, very rarely or never read operating company annual
reports were asked why they choose not to read these annual reports. Most commonly,
investors who do not read annual reports from companies in which they invest or are
considering investing (38%) stated that the reason they do not read them was that they
were too complicated or hard to understand. About one-fifth said that they do not read
them because they are too long or wordy (21%), while 14 percent said they did not read
them because they had no need or interest. The same amount (14%) said that someone
else does it for them and 13 percent said they are too busy or do not have the time to read

annual reports (Figure 12).

Sixty percent of women investors who say they do not read annual reports mention that
the reports are too complicated, compared with 49% of men. Forty-six percent of
respondents with low literacy scores say that annual reports are too complicated,
compared with 30% of respondents with high investment literacy scores. Thirty-eight
percent of investors under age 40 mention content issues when asked why they do not
read annual reports, significantly less than 60% of those age 60 or over.

Figure 12
Reasons investors do not read Annual Reports
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What Investors Do With Operating Company Annual Reports

Of investors who rarely, very rarely or never read operating company annual reports, over
two-thirds (68%) said they dispose of them, while just over one-quarter said they retain
them for future use (28%). Approximately 2 percent reported not knowing what they did
with them, while a smaller number (1%) said they read them and then throw them away
(Figure 13).

Respondents more likely to save annual reports are those with a high school education or
less and having low investment literacy scores. In contrast, respondents with high
investment literacy scores and household incomes are more likely than other respondents
to dispose of annual reports, as are respondents who have completed graduate study.

Overall, 18 percent of respondents to the survey said that they dispose of annual reports.

Figure 13
What investors do with Annual Reports
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Time Investors Spend Reading Operating Company Annual Reports

Those investors who ever read annual reports for companies in which they have invested
or considered investing were asked how much time, on average, they spend reading
annual reports when they receive them. Very few investors (9%) who read annual reports
say that they spend less than three minutes, on average, reading those reports. An
additional 19 percent of investors who read annual reports said that they spend three to
nine minutes, on average, reading them. Most commonly, 32 percent of investors say that
they spend from ten to twenty-nine minutes reading annual reports when they receive
them. A third of investors report that they spend from thirty to fifty-nine minutes (17%) or
an hour or more (17%) reading annual reports when they receive them (Figure 14).

Figure 14
Time investors spend reading Annual Reports
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Information Investors Look for in Operating Company Annual Reports

When investors who read operating company annual reports were asked what information
they typically look for, forty-four percent said they looked for financial statements.
Somewhat less commonly, investors who read annual reports said that they typically look
for the business summary (17%) and performance history (16%). Even less commonly,
investors who read annual reports say that they typically look for management discussion
and analysis (9%), executive compensation (9%) and trends, projections and strategies
(7%). Only a handful of investors who read annual reports said that they typically look for
risk factors (5%), stocks or companies invested in (4%), information on executives or
board members (2%) or legal proceedings (1%). In addition, fourteen percent of investors
who said they read the annual report that they receive said they did not know what they
typically look for in the reports (Figure 15).

Forty-nine percent of respondents age 60 or more look for financial statements in annual
reports, compared with 37% under 40 years of age. Also, 55% of investors who have
completed graduate study look at the financial statements in annual reports, in contrast
with 31% who have a high school education or less. While 19% of respondents who have
low or medium investment literacy scores say they look at the business summary, only
10% of respondents with high investment literacy scores do so.

Figure 15
Information investors look for in Annual Reports
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Information Sought by Time Spent Reading Operating Company Annual Report

Among investors who spend less than 30 minutes reading operating company annual
reports, they report seeking the same types of information as all investors who read the
reports. They cited financial statements most often (42%), followed by the business
summary (17%), performance history (16%), management discussion and analysis (8%),
and trends and projections (7%). In addition 15 percent said they did not know (Figure
16).

When investors who spend 30 minutes or more reading annual reports were asked what
information they look for when reading them, they cited financial statements most often
(50%), followed by the business summary (17%), performance history (16%), executive
compensation (14%), and management discussion and analysis (11%). In addition, 11
percent said they did not know.

Figure 16
Information sought by time spent reading Annual
Reports
Financial statements | o 0%
Business summary 1%

Performance history

Management discussion/analysis
Trends/projections/strategies
Executive compensation

Risk factors

Stocks/companies investing in

.More than 30 Minutes
O Less than 30 Minutes

Information on executives/board members
Legal proceedings
Other

Don't know/refused

0% 20% 40% 60% 80% 100%

Q8. What information do you typically look for when you read an Annual Report? Q7. On average how much time do you spend reading Annual
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Difficulty Finding Information in Operating Company Annual Reports

Investors who read operating company annual reports were asked how difficult it is to find
the information they need to make good investment decisions in an annual report.
Investors were split on the difficulty in getting the information they need from annual
reports. On the one hand, 15 percent of investors who read annual reports said it was
very difficult to get the information they needed. Nearly one-half (47%) of investors who
read annual reports said that it was somewhat difficult to get the information they need
from annual reports. By contrast, over one-third (36%) of investors who read annual
reports said that it was not at all difficult to get the information they need from annual
reports (Figure 17).

Respondents more likely than others to say that it is very difficult to find the information
they are looking for in annual reports include those with a high education or less,
household income under $40,000, and low investment literacy scores.

Figure 17
Difficulty finding information in Annual Reports
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There was no difference in the types of information sought from operating company annual
reports between those who reported difficulty in getting the information they needed from
annual reports and those who did not (Figure 18).

Figure 18
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Difficulty Understanding the Language Used in Operating Company Annual Reports

When investors who read operating company annual reports were asked how difficult it
was to understand the language, they were also divided. Approximately one-fifth (21%) of
investors who read annual reports said it was very difficult to understand the language
used in annual reports. Slightly more than one-half (51%) said it was somewhat difficult to
understand the language used in annual reports. By contrast, more than one-quarter
(27%) of investors who read annual reports said it was not at all difficult to understand the
language in the reports (Figure 19).

Twenty-six percent of respondents with low investment literacy scores say that it is very
difficult to find the information they are looking for in annual reports, compared with only
13% of those with high investment literacy scores.

Figure 19
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Information Contained in Operating Company Annual Reports

There was more agreement among investors on the amount of information contained in
operating company annual reports. The majority of investors who read annual reports
(55%) said that they contain too much information. Three out of ten investors who read
annual reports (29%) said they contain the right amount of information. Only 9 percent of
investors who read annual reports said they didn’t have enough information (Figure 20).

Sixty percent of women say that there is “too much” information in annual reports,
compared with 51% of men.

Figure 20
Information contained in Annual Reports
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Investor Opinions of Operating Company Annual Reports

All investors who reported having received or obtained an operating company annual
report were asked to state the degree to which they agreed or disagreed with a series of
statements about the reports. Among the positive statements presented, nearly two thirds
(65%) agreed that they are well organized (18% disagreed) and more than half (60%)
agreed that they highlight important information. In addition, over one-half (52%) agreed
that annual reports are written in a language they understand (41% disagreed). Relatively
fewer (38%) agreed that annual reports are user friendly (52% disagreed), and that they
are clear and concise (36% agreed, 51% disagreed). Among the negative statements,
more than three-quarters (78%) agreed that annual reports contain too much legal jargon
(14% disagreed), but only 33 percent agreed that they are missing key information (32%
disagreed — 19% were not sure). (Figure 21)

While there are no significant differences among respondents with respect to perceptions
about annual reports being well-organized, men are more likely than women to agree that
annual reports are user-friendly, clear and concise, and are written in understandable
language. However, men are also more likely than women to agree that annual reports are
missing key information. Forty-six percent of respondents with a high school degree or
less agree than annual reports are user-friendly, compared with 36% who completed
graduate study. With respect to the highlighting of important information in annual reports,
respondents under age 40 are more likely to agree than older investors. Seventy percent
of investors with high literacy scores agree that annual reports are written in language they
can understand, compared with 46% of respondents having low literacy scores.

Figure 21
Investor opinions of Annual Reports

O Completely agree B Somewhat agree B Neither O Disagree O Don't Know/Refused ‘

100% %

| 6% | 6% 2 | 5% |
14% 19%
2204 18%
80% 1 41%
52% 51%
32%
60% —] 30%
40% 1 44%
48%
20% 1
16% AV 15%
0% ——15% L i
User friendly Important Well Too much Clear & Missing key Language |

information organized legal jargon concise information understand

Q12. I'm going to read a series of phrases about Annual Reports. For each phrase, please tell me the extent to which you agree or disagree with
the description of them. Annual Reports are...

Base: Investors who have received an Annual Report.

N=460

23



Mandatory Disclosure Documents Telephone Survey

Critical Information in Operating Company Annual Reports

Although most investors said that operating company annual reports contained too much
information, this does not mean that they are satisfied that the information they need is
usually contained in an annual report. When asked how much of the information they
need to make good investment decisions is contained in annual reports, a quarter of
investors said that all (5%) or most (20%) of the information they need to make good
investment decisions is usually contained in annual report. Most commonly, 50 percent of
investors said that some of the information they need to make good investment decisions
is usually contained in annual reports. One in five investors (21%) said that none of the
information they need to make good investment decisions is usually contained in annual
reports (Figure 22).

Twenty-four percent of women investors say that annual reports contain none of the
information they need to make good investment decisions, compared with 18 percent of
men. While 61 percent of respondents with high investment literacy scores say that
annual reports contain some of the information they need to make good decisions, only 42
percent of their counterparts with low investment literacy scores agree.

Figure 22
Critical information contained in Annual Reports
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Critical Information Missing from Operating Company Annual Reports

When investors who said operating company annual reports are missing critical
information were asked what critical information was missing, 7 percent said future
strategy or projections. Other mentions of critical information that was missing from annual
reports were accurate information (5%), financial statements (5%) and comparative data
(3%). More than half of those who said that annual reports did not contain all of the
information they needed said they did not know what was missing (44%) or that nothing
(15%) was missing (Figure 23).

Figure 23
Critical information missing from Annual Reports
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Source for Information Missing from Operating Company Annual Reports

For those who indicated that there were critical pieces of information missing from
operating company annual reports, most said they did not know where they might find the
information (33%). An additional 17 percent said they get this information from their
financial advisor or broker, while 17 percent also get the information from the Internet or a
computer. In addition, 8 percent of these investors said that they would typically get the
information from friends and family, or company literature or newspapers, while the same
percentage said they do not get the information. Additional sources cited were magazines
(7%), television (6%) and newsletters (2%). (Figure 24)

Twenty-four percent of women obtain missing information from their financial advisor or
broker, compared with 14% of men. Use of the internet to finding missing information is
associated with investor age: 30% of respondents under age 40 use the internet,
compared with only 10% of investors age 60 and over.

Figure 24
Source for information missing in Annual Reports
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Frequency with Which Alternative Information Sources are Accessed via Internet

When investors who gave one alternative source of information missing from operating
company annual reports were asked if they access the information via the Internet, nearly
two-thirds said yes (60%). (Figure 25)

Compared with other respondents, investors in households of three or more persons were
more likely to say they access this missing information through the internet.

Figure 25
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Alternative Information Sources Being Accessed via Internet

Investors who cited multiple alternative sources for the information missing from operating
company annual reports were asked which, if any, they access via the Internet. Notable
responses from these investors were friends and family (46%), Internet resources (41%),
annual reports (32%), and financial advisor or broker (27%). Over one-quarter (27%) said
they do not access any of these sources via the Internet (Figure 26).

Figure 26
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Overall Satisfaction with Operating Company Annual Reports

Investor satisfaction with operating company annual reports as a guide to making
investment decisions is mixed. When asked how satisfied they were with annual reports
as a guide to making investment decisions, only 12 percent of investors were completely
or very satisfied. More than half of investors (52%) report that they are somewhat satisfied
with annual reports. However, a very significant minority of investors (31%) said they are
not at all satisfied with annual reports as a guide to making investment decisions (Figure
27).

Thirty-four percent of women said that they are not at all satisfied with annual reports,
compared with 28 percent of men.

Overall, 5% of respondents are very or completely satisfied with annual reports.

Figure 27
Overall satisfaction with Annual Reports
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Likelihood of Using Alternative Modes for Receiving Information Contained in
Operating Company Annual Reports

Investors who had received an operating company annual report were asked about their
preferences for a mode of delivery of the information currently contained in an annual
report. Of the different delivery methods for the information contained in annual reports,
an Internet web site got the highest ratings (47% ranking it 7 or above on a 10 point scale).
This was followed by a paper copy (38%), and an e-mail (31%). Few seemed to be very
supportive of receiving this information by a digital disc (14%) or a toll-free number (18%).
(Figure 28)

An internet website was preferred by men, as well as by respondents under 40 years of
age, with household income of $150,000 or more, and having high investment literacy
scores. Email was preferred by respondents under 40 years of age, living in households
of three or more persons, and with high investment literacy scores. Men were more likely
than women to express a preference for a digital disc, while a toll free number was
preferred by respondents age 60 or more.

Figure 28
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SECTION 3: Operating Company Proxy Statements
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Investors Who Have Received an Operating Company Proxy Statement

Investors were asked if they had ever received a proxy statement from a company in which
they owned stock. Over four-fifths of the investors reported having received a proxy
statement from a company in which they owned stocks (83%). Only 12% of investors
claimed that they had never received a proxy statement and 4% said they were not sure,
or refused (Figure 29).

Older investors were more likely to report having received proxy statements (60+ = 91%,
age 41-60 = 84%, and under 40 = 70%). Those with higher levels of investment literacy
were also more likely to report having received a proxy statement (high = 92%, medium =
84%, and low = 76%).

Figure 29
Investors who have received a Proxy Statement
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Most Recently Obtained an Operating Company Proxy Statement

For those who reported receiving an operating company proxy statement, we asked them
whether they received this statement within the last year. Nearly all investors who had
received a proxy statement reported doing so within the last year (91%), while less than
one in ten (8%) investors reported that it had been more than a year since receiving one
(Figure 30).

Women were more likely than men to report having received a proxy statement within the
last year (93% vs. 88%, respectively). Men were more likely to report having received a
proxy statement more than 1 year ago (11% vs. 5 % respectively).

Figure 30
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How Often Investors Read Operating Company Proxy Statements

When asked how often investors read operating company proxy statements when
received, over one-quarter (28%) of investors said always, while the same proportion said
that they read the proxy statements either very frequently (8%) or frequently (20%).
Almost one-third said they rarely (21%), or very rarely (10%) review the proxy statement
and 13% claim to never read proxy statements (Figure 31).

Men were more likely to read proxy statements than women (always: Men = 32%, women
= 24%; rarely: men = 37%, women = 50%). Investors with lower levels of education were
also more likely to report always reading proxy statements.

Figure 31
How often investors read Proxy Statements
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Number of Operating Company Proxy Statements Read in the Last Year

Of those who said that they read the operating company proxy statements at least
frequently, nearly two thirds (63%) reported having read less than six proxy statements
within the last year. Almost a fifth of investors (17%) read anywhere from six to ten
statements, while seven percent read from eleven to fifteen. More than one in ten (11%)
read at least sixteen proxy statements within the past year (Figure 32).

On average, investors with only one (mean = 7.1) or two (mean = 6.2) household members
reported having read more proxy statement in the past year than did those with three or
more family members (mean = 4.7). Older investors also reported reading more proxy
statements in the last year on average (under 40 = 4.6, 41 to 60 = 5.0, 60+ = 7.0). College
graduates also reported reading more proxy reports than those without a degree.
Similarly, those with high levels of investment literacy read more proxy statements in the
last year, on average, that those with lesser levels of investment literacy.

Figure 32
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Reasons Investors Do Not Read Operating Company Proxy Statements

We asked investors to list the reasons why they do not read their operating company proxy
statements frequently. Respondents could give more than one response. Almost one
quarter (22%) of the respondents reported that the reason they do not read them was that
the statements were too complicated or hard to understand. Slightly less than one in five
(18%) investors said that they do not know the people running for election, and sixteen
percent thought that their vote won’'t make a difference. Investors also reported that they
had no interest in reading the proxy statement (16%), or were too busy to do so (15%).
(Figure 33)

Women were more likely than men to say they did not read proxy statements because they
did not know the people running or who to vote for (22% women, 11% men).

Figure 33
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What Investors Do with Operating Company Proxy Statements

Investors who do not frequently read their operating company proxy statements were also
asked what they do with the proxy statements when they receive them. Over four-fifths
(82%) said they dispose of them; overwhelmingly the most common answer given. Some
investors (12%) do retain the statements for future use. Very few investors reported that
they vote and mail them back (3%), or read them and then throw them away (1%). (Figure
34)

Figure 34
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Time Investors Spend Reading Operating Company Proxy Statements

When investors who read operating company proxy statements were asked how much
time they spend on average reading them, two out of five (39%) investors reported that
they spent 10 to 29 minutes doing so. Close to a quarter (23%) of investors claimed that
they spent 3 to 9 minutes reading the proxy statements and nine percent said they spent
anywhere from 30 minutes to 59 minutes on this. Only seven percent of investors said
they spent an hour or more reading the statements while fifteen percent spent less than
three minutes reviewing them. Five percent of investors reported they spent no time
reading the proxy statements despite the fact that they claimed to read them in an earlier
guestion (Figure 35).

More women than men reported spending no time reading proxy statements (8% for
women vs. 2% for men). Conversely more men than women reporting spending one hour
or more reading proxy statements (9% for men vs. 5% for women).

Figure 35
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Information Investors Look for in Operating Company Proxy Statements

Among investors who reported reading the operating company proxy statements, we
asked what information they usually look for when reviewing the statement. A quarter
(25%) of investors reported they were reviewing the background of the directors of the
company, and twenty-four percent said they were reviewing the voting procedures.
Investors were less likely to be looking for management discussion and analysis (12%),
information on voting issues (10%), general information (9%), or financial statements (9%).
(Figure 36)

Men reported greater interest than women in: director compensation (14% vs. 3%);
financial statements (18% vs. 9%) and voting procedures (28% vs. 20%). On the other
hand, more women than men reported not being sure about what information they look for
in proxy statements (20% vs. 8%). The older age groups, 41-60 and over 60, were more
likely to being interested in the backgrounds of the directors (29% for over 60; 24% for 41-
60; and 6% for 40 and under), while the younger age group reported more interest in
executive compensation (11% for 40 and younger, 8% for 41-60, and 5% for over 60).

Figure 36
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Information Sought by Time Spent Reading Operating Company Proxy Statements

When investors who spend less than 30 minutes reading operating company proxy
statements were asked what information they look for when reading them, the trend was
very similar to everyone who was asked this question. A full quarter of these investors
cited background on directors and voting procedures as the two pieces of information they
look for. These were followed by management discussion and analysis (11%), general
information (9%), and information on voting issues (9%) (Figure 37).

The trend differs slightly when investors who spend 30 minutes or more reading proxy
statements were asked what information they look for in the statements. Although the top
two cited categories are the same, almost a quarter (24%) cited background on directors,
and twenty-two percent cited voting procedures, the similarity ends there. Those who
spend more time reading the statements are more interested in financial statements
(20%), management discussion and analysis (16%), executive compensation (14%), and
information on voting issues (14%) when compared to those who do not spend much time
reviewing the statements.

Figure 37
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Difficulty Finding Information in Operating Company Proxy Statements

When investors who read operating company proxy statements were asked how difficult it
is to find the information they need to make good voting decisions in the proxy statement,
13 percent said very difficult, close to four out of ten (39%) reported it was somewhat
difficult, and forty-three percent of investors said it was not at all difficult to find the
information they needed (Figure 38).

Investors under the age of 40 were twice as likely to say it was very difficult to find
information in proxy statements than those who were 60 or older (18% vs. 9%). Those
with the high investment literacy (56%) found were more likely to say it was “not at all
difficult” than those with low or medium investment literacy (39%).

Figure 38
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There was no difference in the types of information sought from operating company proxy
statements between those who reported difficulty in getting the information they needed
from statements and those who did not (Figure 39).

Figure 39
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Difficulty Understanding the Language Used in Operating Company Proxy
Statements

When investors who read operating company proxy statements were asked how difficult it
was to understand the language used in them, twelve percent claimed it was very difficult,
while nearly one-half (49%) of investors said it was somewhat difficult. More than one-
third of investors (37%) said it was not at all difficult to understand the language used in
the proxy statements (Figure 40).

Women were more likely than men to say the language used in proxy statements “very
difficult” (17% vs. 8%), or “somewhat difficult” (54% vs. 44%) to understand. Those with
high levels of investment literacy were more likely to report that the language was “not at
all difficult” to understand (51% for high literacy vs. 34% for medium and 28% for low
literacy groups).

Figure 40
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Information Contained in Operating Company Proxy Statements

Investors were asked if the amount of information contained in the operating company
proxy statement was the right amount for what they needed. Almost three out of ten
investors (29%) reported that the statement contains too much information, although close
to half (48%) of the investors thought the statements had the right amount of information.
One in five investors (20%) reported the statements didn't have enough information
(Figure 41).

Investors with high school or less education were much less likely (only 3%) to report that
proxy statements do not contain enough information than those with higher levels of
education ( some college = 19%, college grad = 22%, graduate degree = 23%). Those
with high levels of investment literacy (59%), were more likely than those with lower levels
to say that proxy statements contain the right amount of information (medium = 43%, low=
45%). Those with low levels of investment literacy were also more likely to say that proxy
statements contained too much information.

Figure 41
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Investor Opinions of Operating Company Proxy Statements

All investors who reported having received an operating company proxy statement were
asked to state the degree to which they agreed or disagreed with a series of statements
about the proxy statements. Among the positive statements presented, more than half
(59%) agreed that they highlight important information (24% disagreed), and 68 percent
agreed that they are well organized (16% disagreed). In addition, nearly two-thirds (63%)
agreed that proxy statements are written in a language they understand (28% disagreed).
Over half (52%) agreed that proxy statements are user friendly (36% disagreed), and that
they are clear and concise (54% agreed, 31% disagreed). Among the negative
statements, nearly two-thirds (63%) agreed that they contain too much legal jargon (23%
disagreed), while only 33 percent agreed that they are missing key information (37%
disagreed). (Figure 42)

Older investors were more likely to agree that proxy statements are clear and concise
(under 40 = 42%, 41 — 60 = 52%, 60+ = 64%). Conversely, younger investors were more
likely to disagree. Older investors were also more likely to agree with the statement that
proxy statements are written in a language | understand, while younger investors were
more likely to disagree. Male investors were more likely than female investors to agree wit
the statement that proxy statements are missing key information (39% vs. 27%
respectively).
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Critical Information in Operating Company Proxy Statements

Investors were asked how much of the information they need to make good voting
decisions is usually contained in the operating company proxy statements they receive.
Only 10 percent of investors claimed all of the information was contained in the statement,
while close to three in ten (29%) said most of the information was there. Thirty-seven
percent of investors reported that some of the information was in the statements while
seventeen percent said none of the information they needed to make good voting
decisions is usually contained in their proxy statements (Figure 43).

Investors living alone were more likely to report that proxy statements contain none of the
information they need to make good voting decisions than those living with another people.
Those with high investment literacy were more likely to state that proxy statements contain
most of the information they need.

Figure 43
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Critical Information Missing from Operating Company Proxy Statements

We asked investors who reported the operating company proxy statements they receive
are missing critical information, what, specifically, was missing from the statements. More
than one-third (35%) claimed background information on candidates was missing from the
statements. Investors also thought there was a lack of detailed explanation of the issues
(18%), detailed information in general (12%), and pros and cons of issues being voted
upon (9%) (Figure 44).

Figure 44
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Source for Information Missing from Operating Company Proxy Statements

Among investors who reported that critical information is missing from the operating
company proxy statements, we asked what other source(s) they use to obtain this
information. More than a quarter (28%) said they simply do not get the information, while
twenty-two percent said they get this information from the Internet or computer. Eight
percent of investors get the information from a financial advisor or broker, and only a
handful of investors get this information from company literature (5%), newspapers (4%),
mail (4%), or friends/family (4%). Interestingly, one in five (20%) of investors said they
didn’t know where to get the information or refused (Figure 45).

Investors over age 60 were more likely to obtain the information from a financial advisor
(21%) where as only 1% of the 41 to 60 age group reported a financial advisor as the
source, and 8% of the younger than 40 age group reported a financial advisor as a source.

Figure 45
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Frequency with Which Alternative Information Sources are Accessed via Internet

Investors who gave only one alternative source for missing information on the operating
company proxy statements were asked if they access the information via the Internet.
Over half (55%) reported that they do access this information via the Internet (Figure 46).

Male investors were more likely than female investors (67% vs. 37%) to use the Internet to
obtain the information missing from proxy statements.

Figure 46
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Overall Satisfaction with Operating Company Proxy Statements

All investors who received operating company proxy statements were asked what their
overall satisfaction with the statement was with regard to making voting decisions by
proxy. Eight percent of investors were completely satisfied with the statements they
received, slightly more than one in ten (11%) investors were very satisfied with them and
half of investors (50%) were somewhat satisfied. Over a quarter (26%) were not at all
satisfied with the statements as guide to making votes by proxy (Figure 47).

Investors with high investment literacy (25%) were more likely than those with low literacy
(16%) to be satisfied with proxy statements as a guide to making good voting decisions.

Figure 47
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Likelihood of Using Alternative Modes for Receiving Information Contained in
Operating Company Proxy Statements

Investors were asked the likelihood they would access information contained in operating
company proxy statements via alternative modes. An Internet Web site was rate the
highest with 42% of investors ranking it 7 or higher on a 10 point scale, followed closely by
a paper copy (40%). E-mail was the third most popular choice, with almost one-third
(31%) of investors rating this a 7 or higher. A toll-free number (14%) and digital disc (11%)
were not very popular choices among investors (Figure 48).

Male investors would be more likely (mean = 5.6) than female investors (men = 4.5) to
access proxy information via an internet web site.  Others who would be more likely to
access this information via an internet web site were investors in households with three or
more persons (mean = 5.6), younger investors (under 40 = 6.6, 41 — 60 = 5.4, 60+ = 3.8),
and those with high investment literacy (mean = 6.3). Younger investors and those with
medium and high investment literacy were also more likely to say they would use the
information were it provided in an email. Investors in households with less than three
occupants were more likely to say they would use the information in a paper copy. Finally,
investors with a high school education or less were less likely to say they would access the
information via web site or email.

Figure 48
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SECTION 4: Mutual Fund Prospectuses
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Investors Who Have Received a Mutual Fund Prospectus

Nearly nine out of ten investors who have mutual funds (86%) reported having received a
prospectus from a mutual fund in which they had invested. Only eight percent said that
they had never received a prospectus from a mutual fund in which they had invested.
Another 6% were not sure if they had ever received a mutual fund prospectus (Figure 49).

Investors with a college education were more likely than those without to report having
received a prospectus from a mutual fund in which they had invested. Those with higher
levels of investment literacy were also more likely to report having received a prospectus
(low = 75%, medium = 87%, high = 96%).

Figure 49
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Investors with mutual funds, who had not received a prospectus from a fund in which they
had invested, were asked if they had ever received a prospectus from a mutual fund in
which they were considering investing. Ten percent of investors who had not received a
prospectus from a mutual fund in which they had invested reported having obtained a
prospectus from a fund in which they were considering investing. In general, those who
did not recall receiving a prospectus from a fund that they invested in, had never received
a prospectus from a fund in which they were considering investing (Figure 50).

Figure 50
Investors who have obtained a Prospectus
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Most Recently Obtained Mutual Fund Prospectus

Those investors who had ever received a prospectus from a mutual fund in which they had
invested or were considering investing in were asked when they had received or obtained
their most recent prospectus. Most investors who had received or obtained a mutual fund
prospectus (87%) reported doing so within the last year. A small number (11%) said that it
had been more than a year since they had last received a mutual fund prospectus (Figure
51).

Among respondents who have reported having received a mutual fund prospectus, 91% of
females reported receiving a prospectus within 1 year, compared with only 83% of males.
Younger investors were also more likely to report having received a mutual fund
prospectus within the last year. (under age 40 = 93%, age 41 to 60 = 86%, and age 60+ =
86%).

Figure 51
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How Often Investors Read Mutual Fund Prospectuses

Investors who had received or obtained a mutual fund prospectus were asked how often
they read prospectuses when received. Investors are split on the likelihood of reading
prospectuses for mutual funds in which they have invested or are considering investing.
Thirteen percent said they always read mutual fund prospectuses when they receive them,
while an additional 7% said they read them very frequently, and 17% said they read them
frequently. However nearly two-thirds of investors who received mutual fund prospectuses
said they rarely (28%), very rarely (14%) or never (21%) read prospectuses when they
received them (Figure 52).

Men were more likely to report that they read mutual fund prospectuses when they receive
them ( always / very frequently = 44%, as opposed to 30% of women). Investors with a
college education were also more likely to read mutual fund prospectuses than those with
a high school diploma or less education. Similarly, those with high levels of investment
literacy (46%), were more likely than those with medium levels (34%), and low levels
(31%) to read mutual fund prospectuses always or very frequently when received.

Figure 52
How often investors read Prospectuses

Frequently

Very frequently

Very rarel
7% y y

14%

21%

Q32. How often do you read a Prospectus when you receive one? Would it be ...
Base: Investors have received or obtaining a Prospectus.
N=412

56



Mandatory Disclosure Documents Telephone Survey

Number of Mutual Fund Prospectuses Read in the Last Year

Those who said that they had received a mutual fund prospectus within the past year and
read them at least frequently when received were asked how many prospectuses they had
read in the past year. Approximately two thirds (64%) reported having read less than six
mutual fund prospectuses within the last year. Another 15 percent said that they read from
six to ten mutual prospectuses in the past year, while 9 percent read from eleven to fifteen
mutual fund prospectuses, 2 percent read from sixteen to twenty and 3 percent read more
than twenty mutual fund prospectuses in the past year (Figure 53).

Men reported reading more mutual fund prospectuses in the previous year than did
women. Women were more likely than men to have read 1 to 5 mutual fund prospectuses,
while men were more likely top have read 7 to 10 or 11 to 15 mutual fund prospectuses.

Figure 53
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Reasons Investors Do Not Read Mutual Fund Prospectuses

Those investors who received a mutual fund prospectus, but said that they rarely, very
rarely or never read them were asked why they choose not to read these prospectuses.
Most commonly, investors who do not read prospectuses from mutual funds in which they
invest or are considering investing stated that the reason they do not read them was that
they were too complicated or hard to understand (37%). Nearly one-fifth said that
someone else does this for them (19%), or that they are too long and wordy (19%), while
14 percent said they did not read them because they are too busy. Another 10 percent
said that had no interest in reading mutual fund prospectuses (Figure 54).

Women were more likely than men to report that the reason they do not read mutual fund
prospectuses is that they are too complicated or hard to understand (women = 47%, men
= 24%). Younger investors were more likely than those age 60+ to say that mutual fund
prospectuses were too long or wordy. Investors with graduate training or degree, and
those with a high school diploma or less were more likely to than those with some college
or a college degree to say that mutual fund prospectuses were too complicated or difficult
to understand, while those with a college degree or higher were more likely than those with
less education to say that they were too wordy. Finally, those with a high level of
investment literacy were more likely than those with less literacy to say mutual fund
prospectuses are too long or wordy. Investors under the age of 40 were more likely to say
they were too busy to read mutual fund prospectuses.

Figure 54
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What Investors Do With Mutual Fund Prospectuses

Of investors who rarely, very rarely or never read mutual fund prospectuses, about two-
thirds (64%) said they dispose of them, while thirty percent said they retain them for future
use. Approximately 3 percent said they read them and throw them away, while a smaller
number (2%) reported not knowing what they did with them (Figure 55).

Female investors (34%) were more likely than males (24%) to retain mutual fund
prospectuses for future use. Seventy-one percent of male investors reported that they
typically dispose of mutual fund prospectuses when they receive them, compared to 58%
of females. Younger investors were significantly more likely to retain prospectuses for
future use (Under 40 = 41%, 41-60 = 29%, 60+ = 21%). Those with lower levels of
investment literacy (low= 36%, medium = 31%), were more likely to retain them for future
use, while those with higher levels were more likely to dispose of them (low = 53%,
medium, 66%, high = 73%).

Figure 55
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Time Investors Spend Reading Mutual Fund Prospectuses

Those investors who ever read prospectuses for mutual funds in which they have invested
or considered investing were asked how much time, on average, they spend reading
prospectuses when they receive them. Very few investors (12%) who read mutual fund
prospectuses say that they spend less than three minutes, on average, reading them. An
additional 20 percent of investors who read mutual fund prospectuses said that they spend
less than 10 minutes, on average, in reading them. Most commonly, 40 percent of
investors say that they spend from ten to twenty-nine minutes reading mutual fund
prospectuses when they receive them. Nearly one-fourth of investors report that they
spend from thirty to fifty-nine minutes (16%) or an hour or more (7%) reading mutual fund
prospectuses when they receive them (Figure 56).

Women were more likely than men to say they spend no time reading mutual fund
prospectuses (3% vs. 1%), while men were more likely to say they spend an hour or more
(11% vs. 3%).

Figure 56
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Information Investors Look for in Mutual Fund Prospectuses

When investors who read mutual fund prospectuses were asked what information they
typically look for when they read prospectuses, half cited performance (50%). Investors
who read mutual fund prospectuses also said that they typically look for investment
strategies (29%), costs (10%) and fund managers (10%). Less commonly, investors who
read mutual fund prospectuses say that they typically look for top ten holdings (8%),
financial statements (7%) and risks (4%). Additionally, 18 percent of investors who say
that they read the prospectuses that they receive said they did not know what they typically
look for in the reports (Figure 57).

Fifty-four percent of males typically look for performance when they read a mutual fund
prospectus, compared with 45% of females. Younger respondents (Under 40 = 60%) were
more likely to look for performance when they read a mutual fund prospectus, compared
with older respondents (41-60 = 47%, 60+ = 48%). Males (34%) were more likely to look
for investment objectives and strategies when reading a prospectus, compared with only
24% of females. Investors with high levels of investment literacy were more likely to say
they look for investment objectives and strategies, costs, performance, portfolio holdings,
fund managers, and financial statements. Those with low levels of investment literacy
were more likely to say they do not know what to look for when reading a mutual fund
prospectus.

Figure 57
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Information Sought by Time Spent Reading Mutual Fund Prospectuses

Among investors who spend less than 30 minutes reading mutual fund prospectuses, they
report seeking the same types of information as all investors who read the reports. They
cited performance most often (46%), followed by the investment strategies (26%), costs
(9%), and top ten holdings (9%). Nearly one-quarter (21%) said they did not know.

When investors who spend 30 minutes or more reading mutual fund prospectuses were
asked what information they look for when reading them, they cited performance most
often (63%), followed by investment strategies (43%), fund managers (23%), costs (11%),
financial statements (11%), and top ten holdings (8%). Four percent said they did not
know (Figure 58).

Figure 58
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Difficulty Finding Information in Mutual Fund Prospectuses

Investors who read mutual fund prospectuses were asked how difficult it is to find the
information they need to make good investment decisions in prospectuses. Investors were
split on the difficulty in getting the information they need from mutual fund prospectuses.
On the one hand, 14 percent of investors who read mutual fund prospectuses said it was
very difficult to get the information they needed. Over one-half (53%) of investors who read
mutual fund prospectuses said that it was somewhat difficult to get the information they
need from prospectuses. By contrast, nearly one-third (30%) of investors who read mutual
fund prospectuses said that it was not at all difficult to get the information they need from
prospectuses (Figure 59).

Thirty-six percent of male investors reported that it is not at all difficult to find the
information needed when reading a mutual fund prospectus, compared to 24% of females.
Conversely, female investors were more likely to say that it is very difficult (18% vs. 10%
respectively). Older investors were also more likely to report that it is very difficult to find
the information they needed (under 40: 5%, 41 to 60: 15%, 60 or more: 18%), as were
those with a high school diploma or less education.

Figure 59
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There was no difference in the types of information sought from mutual fund prospectuses
between those who reported difficulty in getting the information they needed from
prospectuses and those who did not (Figure 60).

Figure 60
Information sought by difficulty finding
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Difficulty Understanding the Language Used in Mutual Fund Prospectuses

When investors who read mutual fund prospectuses were asked how difficult it was to
understand the language used in them, they were also divided. On the one hand, nearly
one-fifth (19%) of investors who read mutual fund prospectuses said it was very difficult to
understand the language used in prospectuses. Slightly more than one-half (53%) said it
was somewhat difficult to understand the language used in mutual fund prospectuses. By
contrast, more than one-quarter (26%) of investors who read mutual fund prospectuses
said it was not at all difficult to understand the language in them (Figure 61).

Female investors were more likely than male investors to say that it was very difficult to
understand the language used in mutual fund prospectuses (27% vs. 11% respectively).
Conversely, male investors were more likely to say it was somewhat or not at all difficult.
As expected, education level was also related to difficulty understanding the language
used in mutual fund prospectuses. Investors with a high school diploma or less were more
likely to find it very difficult, while those with a college degree or higher were more likely to
say it was not at all difficult.

Figure 61
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Information Contained in Mutual Fund Prospectuses

There was more agreement among investors on the amount of information contained in
mutual fund prospectuses. The majority of investors who read mutual fund prospectuses
(57%) said that they contain too much information. Nearly three out of ten investors who
read mutual fund prospectuses (27%) said they contain the right amount of information.
Only 9 percent of investors who read mutual fund prospectuses said they didn’t have
enough information (Figure 62).

Sixty-five percent of female investors reported that there is too much information in mutual
fund prospectuses, compared with 50% of male investors. Male investors were more likely
to say there is not enough information. Investors with high levels of investment literacy
were more likely to say mutual fund prospectuses contained the right amount of
information, while those with low investment literacy were more likely to say they did not
contain enough information.

Figure 62
Information contained in Prospectuses
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Investor Opinions of Mutual Fund Prospectuses

All investors who reported having received a mutual fund prospectus were asked to state
the degree to which they agreed or disagreed with a series of statements about mutual
fund prospectuses. Among the positive statements presented, more than half (58%)
agreed that they highlight useful information (24% disagreed), and 57 percent agreed that
they are well organized (19% disagreed). In addition, nearly half (49%) agreed that mutual
fund prospectuses are written in a language they understand (42% disagreed). Three out
of ten (30%) agreed that mutual fund prospectuses are user friendly (59% disagreed),
while slightly more agree that they are clear and concise (33% agreed, 55% disagreed).
Among the negative statements, eighty three percent agreed that they contain too much
legal jargon (9% disagreed), while only 24 percent agreed that they are missing key
information (38% disagreed — 19% were not sure). (Figure 63)

Male investors and those with high investment literacy were more likely to think that mutual
fund prospectuses are well organized. Investors with a college degree, graduate training
or degree were more likely to disagr