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Introduction

4

Composite

Background

The SEC contracted with Siegel+Gale to conduct investor research and
produce a report that, among other things, identifies:
+ Methods to improve the timing, content, and format of disclosures to
investors, with respect to financial intermediaries, investment products, and
investment services
+ The most useful and understandable relevant information that retail investors
need to make informed financial decisions before engaging a financial
intermediary or purchasing an investment product or service that is typically
sold to retail investors, including shares of open-end companies
+ Methods to increase the transparency of expenses and conflicts of interests
in transactions involving investment services and products, including shares
of open-end companies
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Composite

Background (continued)

The SEC commissioned Siegel+Gale to design and conduct public opinion
research among U.S. investors that investigates the usability and
effectiveness of certain disclosure concepts and documents. Using a
combination of qualitative and quantitative research techniques, the study
focused on the following:
1.
2.
3.
4.

Form ADV Part 2A (Brochure)
Trade Confirmations (Confirmations)/Account Statements
Mutual Fund Summary Prospectus (Summary Prospectus)
Point-of-Sale for Financial Intermediaries (POS)
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Composite

Background (continued)

Where applicable, the research examined, among other things, the following
elements of disclosure relating to financial intermediaries and certain
investment products:
+
+
+
+
+
+
+

Fees/costs
Risk
Past performance
Conflicts of interest
Investment strategy and objectives
Format
Options for document delivery to investors
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Composite

Background (continued)

Siegel+Gale employed a two-stage research design to examine these issues:

+ Qualitative research comprising a series of focus groups with retail investors
+ Quantitative research comprising a large national online survey among retail
investors
The next section of this report consists of selected quotations from the focus
group research, followed by detailed results of the quantitative research
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Composite

Background (continued)—A note about the content and format of this report

+ The intent of this report is to provide factual, objective observations of
decision makers in the investor population—allowing the SEC and others to
draw conclusions.
+ This report intentionally contains no Executive Summary or Conclusions
sections. The appropriate findings to highlight and resulting conclusions
depend on the topic that the user of this information wishes to investigate.
+ To facilitate the use of the data, Siegel+Gale has utilized a ―data
presentation‖ format for this report rather than its usual presentation
template.
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Focus Groups

10 10

Focus Group
Methodology
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Focus Group Methodology

+ The focus group research was designed to better understand retail investors’
reactions to various disclosure concepts and documents. Siegel+Gale
developed a research protocol and methodology, including questions and
exhibits provided by the SEC, to explore the application of disclosure
principles and formats with respect to various financial intermediaries and
investment products:
Financial Intermediaries
+ Broker-Dealers
+ Investment Advisers (including financial planners)
Investment Products
+ Mutual funds and exchange-traded funds (ETFs)
+ Variable annuities
+ Municipal bonds
+ Publicly-traded stocks
12

Composite

Focus Group Methodology (continued)

Twelve focus groups were conducted among retail investors between
November 1–16, 2011. Locations of the groups, the primary topics discussed
and general descriptions of the focus group participants are shown below:
Primary Topic
Selecting a
financial
intermediary
(Total of 6 groups)

Purchasing
investment
products/services
(Total of 6 groups)

Baltimore

Atlanta

San Diego

Nov 1: Users of
Investment Advisers
(including some who
also used Financial
Planners)

Nov 9: Users of
Investment Advisers
(including some who
also used Financial
Planners)

Nov 15: Users of
Investment Advisers
(including some who
also used Financial
Planners)

Nov 1: Users of
Broker-Dealers

Nov 9: Users of
Broker-Dealers

Nov 15: Users of
Broker-Dealers

Nov 3: Owners of
mutual funds and/or
ETFs

Nov 10: Owners of
mutual funds and/or
variable annuities

Nov 16: Owners of
mutual funds and/or
variable annuities

Nov 3: Owners of
stocks and/or
municipal bonds

Nov 10: Owners of
mutual funds and/or
ETFs

Nov 16: Owners of
mutual funds, stocks,
variable annuities
and/or municipal
bonds
13

Focus Group Methodology (continued)

Focus group participants were comprised of individuals who met the
following criteria:
+ Sole or share primary financial decision-makers for their households
+ Owned certain investment products, including stocks, municipal bonds,
ETFs, variable annuities and mutual funds
+ Gender mix (40-60% male, 40-60% female)
+ Mix of ages in each group (between 21 and 64)
+ Mix of education levels
+ Excluded those who had participated in a financial-related focus group
within the past 12 months
14

Focus Group Methodology (continued)

+ Excluded those (or a member of their household) who now work, or have
worked in any of the following industries:
‒ Insurance
‒ Financial services
‒ Federal or State financial regulator or any other Federal or State
regulator of banks, insurance companies or money managers
‒ Public relations, media, marketing/market research

15

Focus Group
Selected Quotations
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Disclosures—methods to improve timing

+ ―I think that before you start with them that they should be able to
disclose what their conflicts are before you even start. I think
requiring them to initially tell you what the conflicts are would be an
easy way to solve it and have it noted.‖ 1
+ ―I think at the beginning that you have a dialogue with that person,
and then right at the time when you‘re about to buy something.‖ 2

1. San Diego focus group 2 (Users of Broker-Dealers) transcript at 51 (Nov. 15, 2011)
2. San Diego focus group 3 (Owners of mutual funds and/or variable annuities) (mislabeled 1) transcript at 59 (Nov. 16, 2011)
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Disclosures—methods to improve timing

+ ―Once a year‖ is a sufficient frequency for receipt of the ADV
Brochure.3
+ ―No more than once a year‖ is a sufficient frequency for receipt of the
ADV Brochure. 4
+ ―I think once every two years is probably enough‖ for frequency of
receipt of the ADV Brochure. 5
+ Several focus group participants would want to receive the ADV
Brochure ―[p]rior to making a commitment,‖ ―before engaging their
services,‖ or ―before any monies are handled.‖ 6

3.
4.
5.
6.

Atlanta focus group 1 (Users of Investment Advisers) transcript at 47 (Nov. 9, 2011)
Atlanta focus group 1 (Users of Investment Advisers) transcript at 47 (Nov. 9, 2011)
Atlanta focus group 1 (Users of Investment Advisers) transcript at 47 (Nov. 9, 2011)
San Diego focus group 1 (Users of Investment Advisers) transcript at 38 (Nov. 15, 2011)
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Disclosures—methods to improve timing

+ Some focus group participants want to receive disclosure regarding
conflicts of interest ―[a]t the time of the recommendation.‖ 7,8
+ Other focus group participants would want to receive the ADV
Brochure ―[u]pfront‖ or ―[b]efore the transactions even take place.‖ 9
+ There was some consensus for receiving the ADV Brochure
―[t]he same way you receive your statements. If you receive your
statements by mail you get this by mail. If you receive it by email
you get it by email. However you receive your statement.‖ 10

7.
8.
9.
10.

Atlanta focus group 1 (Users of Investment Advisers) transcript at 72 (Nov. 9, 2011)
San Diego focus group 2 (Users of Broker-Dealers) transcript at 46 (Nov. 15, 2011)
San Diego focus group 1 (Users of Investment Advisers) transcript at 56 (Nov. 15, 2011)
San Diego focus group 1 (Users of Investment Advisers) transcript at 59 (Nov. 15, 2011)
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Methods to improve content

+ ―I‘m with [one of the largest and most well-known mutual fund
companies] and they do an excellent job of telling you what‘s in a fund
and the prospectus, what‘s in the fund, the makeup of the fund and the
fees and the whole thing. They did a great job of that.‖ 11
+ ―Yes, and I‘m going to refer again to [one of the largest and most wellknown mutual fund companies]. They have great information on all of
these tons of funds that they have. And they‘ll have graphs and charts
and pies and they‘ll show you what the funds are made up of and
they‘re very easy to read.‖ 12

+ ― . . . the statutory prospectus will have the pie, they‘ll show you the
industries or the companies that are in there and it‘s all just very easy
to determine if this is the kind of program you want to get into or not.‖ 13

11. Atlanta focus group 4 (Owners of mutual funds and/or ETFs) transcript at 8 (Nov. 10, 2011)
12. Atlanta focus group 4 (Owners of mutual funds and/or ETFs) transcript at 8 (Nov. 10, 2011)
13. Atlanta focus group 4 (Owners of mutual funds and/or ETFs) transcript at 14 (Nov. 10, 2011)
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Methods to improve content

+ ―I want to know the background information on my broker himself.‖ 14
+ ―It‘s like when you get a prospectus from your mutual funds—you
know, it‘s like a booklet, but there are only a couple of pages that I
really care about where they show what the return rates and returns
are.‖ 15
+ ―Performance in the last year. Performance over five years.‖ 16
+ A number of focus group participants generally agreed with the
consultant’s assertion that ―in terms of the relationships of them [the
financial intermediaries] buying and selling these products and
informing you about them, it has been working acceptably for you
then.‖ 17
14.
15.
16.
17.

Atlanta focus group 4 (Owners of mutual funds and/or ETFs) transcript at 27 (Nov. 10, 2011)
San Diego focus group 2 (Users of Broker-Dealers) transcript at 26 (Nov. 15, 2011)
San Diego focus group 3 (Owners of mutual funds and/or variable annuities) (mislabeled 1) transcript at 5 (Nov. 16, 2011)
San Diego focus group 4 (Owners of mutual funds, stocks, variable annuities and/or municipal bonds) transcript at 57 (Nov. 16, 2011)
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Methods to improve content

+ One focus group participant read a prospectus and ―learned a few
things in there that was actually very interesting that no rep would
talk about . . . And then I found out there are management fees,
which are deducted from the actual growth of the portfolio, which to
me, at first, was bothersome because again nobody would mention
it.‖ 18
+ ―I would like to know everything—you know, everything that I could
know, every fee, every commission you‘re going to get.‖ 19
+ ―If everybody knows that you‘re supposed to get a prospectus then
maybe we should also know that there is supposed to be an eight
question handout given within 24 hours of speaking about a
securities related product.‖ 20
18. San Diego focus group 3 (Owners of mutual funds and/or variable annuities) (mislabeled 1) transcript at 19 (Nov. 16, 2011)
19. San Diego focus group 3 (Owners of mutual funds and/or variable annuities) (mislabeled 1) transcript at 62 (Nov. 16, 2011)
20. San Diego focus group 3 (Owners of mutual funds and/or variable annuities) (mislabeled 1) transcript at 66 (Nov. 16, 2011)
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Methods to improve format

+ ―When you have these links up on top here, then you can click on a
button and go right down to the answer. So something along those
lines, kind of an instant table-of-contents tab. What are the
commission feed breakdowns? Click on that and then go down there
and it shows you.‖ 21
+ ―Like a two-page executive summary and then to your point they
have certain things bolded, you click on it, and it goes there because
you want to expand it, you want to see the full table.‖ 22

+ ―I mean sometimes they even have a graph or a chart—you know,
that is the key to quick understandings of the whole thing.‖ 23
+ ―If you receive your statements on a quarterly basis I would like to
see it attached with the statement…[which] means you‘re going to get
it four times a years [sic].‖ 24
21.
22.
23.
24.

Baltimore focus group 1 (Users of Investment Advisers) transcript at 37 (Nov. 1, 2011)
Baltimore focus group 1 (Users of Investment Advisers) transcript at 37 (Nov. 1, 2011)
Baltimore focus group 3 (Owners of mutual funds and/or ETFs) transcript at 16 (Nov. 3, 2011)
San Diego focus group 1 (Users of Investment Advisers) transcript at 59 (Nov. 15, 2011)
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Methods to improve format

+ ―I like graphs and maybe bullet points.‖ 25

+ ―I think when you get the annual reports it would be nice to have a
summary page that summarizes everything out, because it‘s like reading
another language when you get those pamphlets.‖ 26
+ ―Yes, and I‘m going to refer again to [one of the largest and most wellknown fund companies]. They have great information on all of these tons
of funds that they have. And they‘ll have graphs and charts and pies and
they‘ll show you what the funds are made up of and they‘re very easy to
read.‖ 27
+ ―I like graphs and charts.‖ 28,29

+ ―Bullet points.‖ 30,31
+ ―A graph tells you everything you want to know, assuming the graph data
is correct of course.‖ 32
25.
26.
27.
28.
29.
30.
31.
32.

Baltimore focus group 3 (Owners of mutual funds and/or ETFs) transcript at 24 (Nov. 3, 2011)
Baltimore focus group 4 (Owners of stocks and/or municipal bonds) transcript at 31 (Nov. 3, 2011)
Atlanta focus group 4 (Owners of mutual funds and/or ETFs) transcript at 14 (Nov. 10, 2011)
Baltimore focus group 4 (Owners of stocks and/or municipal bonds) transcript at 31 (Nov. 3, 2011)
San Diego focus group 4 (Owners of mutual funds, stocks, variable annuities and/or municipal bonds) transcript at 16 (Nov. 16, 2011)
Baltimore focus group 4 (Owners of stocks and/or municipal bonds) transcript at 31 (Nov. 3, 2011)
San Diego focus group 1 (Users of Investment Advisers) transcript at 42 (Nov. 15, 2011)
Baltimore focus group 4 (Owners of stocks and/or municipal bonds) transcript at 33 (Nov. 3, 2011)
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Methods to improve format

+ ―Get the planners and financial professionals that are feeding us this
information to put it in plain common ordinary language so that we
understand it.‖ 33
+ ―I would say if they could give us the opportunity to have access to
the Form ADV Brochure would be sufficient. Don‘t send it to me . . . .‖
34

+ ―For more information about the company and recent changes, go to
this website.‖ 35
+ ―Well I tend to be visual and so the graphs and the charts were the
most useful to me.‖ 36
33.
34.
35.
36.

Baltimore focus group 4 (Owners of stocks and/or municipal bonds) transcript at 34 (Nov. 3, 2011)
Atlanta focus group 1 (Users of Investment Advisers) transcript at 48 (Nov. 9, 2011)
Atlanta focus group 1 (Users of Investment Advisers) transcript at 50 (Nov. 9, 2011)
Atlanta focus group 3 (Owners of mutual funds and/or variable annuities) transcript at 21 (Nov. 10, 2011)
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Methods to improve format

+ ―… the statutory prospectus will have the pie, they‘ll show you the
industries or the companies that are in there and it‘s all just very easy to
determine if this is the kind of program you want to get into or not.‖ 37
+ ―I mean once you look at that, there‘s no need to look at the prospectus
because that‘s the highlights of it. That‘s the way I look at the fact
sheet.‖ 38
+ ―I like the fact sheets too. They‘re simple and to the point.‖ 39,40
+ ―I received a DVD and a CD. The CD had a narrator about the product
that I could listen to in my car. I thought that was interesting.‖ 41
+ ―Graphs and charts.‖ 42,43
37.
38.
39.
40.
41.
42.
43.

Baltimore focus group 4 (Owners of stocks and/or municipal bonds) transcript at 34 (Nov. 3, 2011)
Atlanta focus group 4 (Owners of mutual funds and/or ETFs) transcript at 18 (Nov. 10, 2011)
Atlanta focus group 4 (Owners of mutual funds and/or ETFs) transcript at 18 (Nov. 10, 2011)
San Diego focus group 2 (Users of Broker-Dealers) transcript at 31-32 (Nov. 15, 2011)
Atlanta focus group 4 (Owners of mutual funds and/or ETFs) transcript at 19 (Nov. 10, 2011)
Atlanta focus group 4 (Owners of mutual funds and/or ETFs) transcript at 20 (Nov. 10, 2011)
San Diego focus group 4 (Owners of mutual funds, stocks, variable annuities and/or municipal bonds) transcript at 27 (Nov. 16, 2011)
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Methods to improve format

+ ―An email or a PDF so that I can scroll through it, or even search for
keywords. If you want to give me a packet of 50 papers, it‘s like, ‗I
don‘t want it.‘ I‘ll scroll through it and I‘ll pick out what I want in a
document on my computer.‖ 44
+ ―I want the paper on their letterhead.‖ 45
+ ― ...the ones that I‘ve found the most helpful have had...these one
sheet tip sheets or fact sheets and something like questions to
ask...Easy, short, and sweet, but the really key points.‖ 46,47
+ ―What I don‘t want is a smaller font than this or have to search
around, like, ‗Item #1 is here, but I‘ve got to go through a bunch of
other stuff before I could find Item #2.‖ 48
+ ―If you can‘t put it on a 4X5 card then I don‘t want to deal with it.‖ 49
44.
45.
46.
47.
48.
49.

San Diego focus group 1 (Users of Investment Advisers) transcript at 16 (Nov. 15, 2011)
San Diego focus group 1 (Users of Investment Advisers) transcript at 16 (Nov. 15, 2011)
San Diego focus group 1 (Users of Investment Advisers) transcript at 26 (Nov. 15, 2011)
San Diego focus group 1 (Users of Investment Advisers) transcript at 43 (Nov. 15, 2011)
San Diego focus group 1 (Users of Investment Advisers) transcript at 44 (Nov. 15, 2011)
San Diego focus group 2 (Users of Broker-Dealers) transcript at 16 (Nov. 15, 2011)
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Methods to improve format

+ ―I would rather get his [sic] online as an attachment to my email and
open it up into an Adobe format where you can just go to the top
index and you can click on any one area of the document and go
right there.‖ 50
+ ―I know that I get my car insurance every six months all broken
down in one page – you know, it is really simple to read.‖ 51
+ ―I like comparison charts. It doesn‘t matter whether it‘s a line
diagram or a bar chart, a pie chart. I like to be able to see: How did
this compare to others within its category over time? And I like a lot
of time. A minimum of 15, 20 years is what I consider to be
worthwhile.‖ 52

50. San Diego focus group 2 (Users of Broker-Dealers) transcript at 29 (Nov. 15, 2011)
51. San Diego focus group 2 (Users of Broker-Dealers) transcript at 31 (Nov. 15, 2011)
52. San Diego focus group 3 (Owners of mutual funds and/or variable annuities) (mislabeled 1) transcript at 15 (Nov. 16, 2011)
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Methods to improve format

+ ―I‘d like to have it in print.‖ 53
+ ―I like charts and graphs the best.‖ 54
+ ―Spreadsheets and charts and graphs. I mean I just want to see a full
breakdown of costs and fees as well as the charts and graphs.‖ 55

53. San Diego focus group 3 (Owners of mutual funds and/or variable annuities) (mislabeled 1) transcript at 33 (Nov. 16, 2011)
54. San Diego focus group 3 (Owners of mutual funds and/or variable annuities) (mislabeled 1) transcript at 34 (Nov. 16, 2011)
55. San Diego focus group 4 (Owners of mutual funds, stocks, variable annuities and/or municipal bonds) transcript at 27 (Nov. 16, 2011)
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Most useful and understandable relevant information

+ ―Well, it may have been nice to know exactly what their fee was going
to be.‖ 56
+ Some focus group participants liked ―the investment factsheets that
went into detail on each of the mutual funds.‖ 57
+ ―I want to know the background information on my broker himself.‖ 58
+ ―I want to know what he‘s been doing. Is he pretty clean? Has he got
something that he‘s been cited for before? Has he gone according to
regulations?‖ 59

56.
57.
58.
59.

Atlanta focus group 3 (Owners of mutual funds and/or variable annuities) transcript at 26 (Nov. 10, 2011)
Atlanta focus group 3 (Owners of mutual funds and/or variable annuities) transcript at 23 (Nov. 10, 2011)
Atlanta focus group 4 (Owners of mutual funds and/or ETFs) transcript at 27 (Nov. 10, 2011)
Atlanta focus group 4 (Owners of mutual funds and/or ETFs) transcript at 28 (Nov. 10, 2011)
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Most useful and understandable relevant information

+ ―Well, I guess what we‘re looking for is the SEC to be able to go to
their website and look up John Smith and find out what‘s going on
with John Smith. Just like you could go to the medical board and find
out about a doctor. Their website to find out is good.‖ 60
+ ―A summary prospectus.‖ 61
+ ―I mean I just want to see a full breakdown of costs and fees as well
as the charts and graphs.‖ 62
+ ―I mean I think that it should be something similar to that HUD-1 form
where it has all the meat and potatoes that people actually care
about...‖ 63
+ ―I like the example of this checklist kind of thing, something in
writing.‖ 64
60.
61.
62.
63.
64.

Atlanta focus group 4 (Owners of mutual funds and/or ETFs) transcript at 28 (Nov. 10, 2011)
San Diego focus group 4 (Owners of mutual funds, stocks, variable annuities and/or municipal bonds)
San Diego focus group 4 (Owners of mutual funds, stocks, variable annuities and/or municipal bonds)
San Diego focus group 4 (Owners of mutual funds, stocks, variable annuities and/or municipal bonds)
San Diego focus group 4 (Owners of mutual funds, stocks, variable annuities and/or municipal bonds)

transcript at 16 (Nov. 16, 2011)
transcript at 27 (Nov. 16, 2011)
transcript at 51 (Nov. 16, 2011)
transcript at 51 (Nov. 16, 2011)
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Methods to increase transparency of expenses

+ ―If I were fixing up my house, I‘d get three proposals and I‘d review
every single line of the contract … before I‘d let him in my house. But
when it comes to this, I just don‘t get it. I don‘t know if that‘s a failing
with me, at least in part it is. Or a failing with just that it‘s not
transparent or just complex.‖ 65

+ ―I want to be able to go on the SEC‘s website and all the fee
structures . . . I want it to be a require [sic] that those companies have
to report their fee structures to the SEC, it goes into the SEC
database … and then I can go on there and I can compare their rates
for different services . . . So I would like to have one place where I
can go and get that information in the event that I want to be able to
do a comparison.‖ 66
+ ―I think the biggest issue is full disclosure of fees. That‘s the big issue
and that‘s where most people get defrauded or misled. I wouldn‘t say
defrauded, but misled.‖ 67
65. Baltimore focus group 2 (Users of Broker-Dealers) transcript at 39 (Nov. 1, 2011)
66. Atlanta focus group 1 (Users of Investment Advisers) transcript at 59 (Nov. 9, 2011)
67. Atlanta focus group 3 (Owners of mutual funds and/or variable annuities) transcript at 31 (Nov. 10, 2011)
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Methods to increase transparency of expenses

+ ―I mean maybe this is radical thinking, but I would love to see the
SEC as an unbiased regulatory party. I mean they could establish
some sort of educational department . . . [t]hey could educate
people on what this stuff is, and how it works, and what it means,
et cetera.‖ 68
+ ―It would be interesting to ask them why the fee is what it is. Is the
fact that this fee is higher than this product, what is the justification
for that? Why? Why are they charging such a high fee? Is there any
benefit that you are going to see?‖ 69

+ ―But you can have a graph or a chart on your statement also where
the fees are going.‖ 70
+ ―More transparency early on.‖ 71
68.
69.
70.
71.

Atlanta focus group 3 (Owners of mutual funds and/or variable annuities) transcript at 38 (Nov. 10, 2011)
Atlanta focus group 3 (Owners of mutual funds and/or variable annuities) transcript at 52 (Nov. 10, 2011)
Atlanta focus group 4 (Owners of mutual funds and/or ETFs) transcript at 47 (Nov. 10, 2011)
San Diego focus group 3 (Owners of mutual funds and/or variable annuities) (mislabeled 1) transcript at 49 (Nov. 16, 2011)
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Methods to increase transparency of expenses

+ ―I think it would also be good on the graphs and charts also, the
whole breakdown, every area where your fees are going. If they‘re
charging you $22.95, I need to know where every dollar of that is
going. That would be a good visual to look at.‖ 72
+ ―I agree, a standard form.‖ 73

72. Atlanta focus group 4 (Owners of mutual funds and/or ETFs) transcript at 46 (Nov. 10, 2011)
73. San Diego focus group 3 (Owners of mutual funds and/or variable annuities) (mislabeled 1) transcript at 66 (Nov. 16, 2011)
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Methods to increase transparency of conflicts of interest

+ ―I don‘t think it needs to be regulated so much, but I think that they
need to emphasize that in offering you this fund I am receiving extra
compensation or a different type of compensation or something.
Just let us know that, yes, they have a little bit more incentive in
giving you this as opposed to something else, so maybe you‘d think
twice, but I don‘t think it needs to be regulated totally.‖ 74
+ ―I recognize the value in informing us of these conflicts. On the other
hand, there‘s a bit of a diminishing value because the more that is
disclosed to us, we may be less likely to pay attention to it . . . So
somewhere they‘ve got to decide the tipping point when people are
just going to tune it out, because it looks like it‘s just too onerous.‖ 75

74. Baltimore focus group 1 (Users of Investment Advisers) transcript at 63 (Nov. 1, 2011)
75. Baltimore focus group 2 (Users of Broker-Dealers) transcript at 55 (Nov. 1, 2011)
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Methods to increase transparency of conflicts of interest

+ Some focus group participants want to receive disclosure regarding
conflicts of interest ―[a]t the time of the recommendation.‖ 76
+ ―Right where I sign [the contract], I want to see, ‗I am getting an extra
20%, because this is a house account.‘‖ 77

+ ―I mean when you get a mortgage you sign disclosure after
disclosure after disclosure. So when you‘re doing this, they should be
regulated just like the mortgage business in signing these disclosures
and they should be given to you upfront.‖ 78
+ ―And I feel like a good example is giving you the option where you
can go to the website and see it [conflict of interest information]
posted there . . . It‘s their responsibility to make you aware of it and
not your responsibility to hope you find it somewhere buried in the
literature.‖ 79
76.
77.
78.
79.

Atlanta focus group 1 (Users of Investment Advisers) transcript at 72 (Nov. 9, 2011)
Atlanta focus group 1 (Users of Investment Advisers) transcript at 76 (Nov. 9, 2011)
Atlanta focus group 4 (Owners of mutual funds and/or ETFs) transcript at 59 (Nov. 10, 2011)
Atlanta focus group 4 (Owners of mutual funds and/or ETFs) transcript at 60 (Nov. 10, 2011)
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Methods to increase transparency of conflicts of interest

+ Some focus group participants wished to be notified of potential
conflicts of interest ―[e]very time‖ or ―[e]very time I call.‖ 80
+ ―I personally think they should disclose it upfront. They should go
over it with you, have you sign it, keep it on file. But I don‘t think they
should disclose it every time.‖ 81
+ ―Maybe on a regular basis that kind of thing should be brought out.‖ 82
+ ―I think that before you start with them that they should be able to
disclose what their conflicts are before you even start. I think
requiring them to initially tell you what the conflicts are would be an
easy way to solve it and have it noted.‖ 83

80.
81.
82.
83.

Atlanta focus group 4 (Owners of mutual funds and/or ETFs) transcript at 62 (Nov. 10, 2011)
Atlanta focus group 4 (Owners of mutual funds and/or ETFs) transcript at 67 (Nov. 10, 2011)
San Diego focus group 2 (Users of Broker-Dealers) transcript at 44 (Nov. 15, 2011)
San Diego focus group 2 (Users of Broker-Dealers) transcript at 51 (Nov. 15, 2011)
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Online Survey

38 38

Online Survey
Methodology

39

Composite

Online Survey Methodology

Following the completion of the qualitative research, Siegel+Gale designed an
online survey of retail investors to enable quantitative measurement of various
information relating to the topics described earlier. The online survey comprised
four independent sub-surveys targeting audiences for the following:
1. Form ADV Part 2A Brochure (n=1,200 online survey respondents)
2. Trade Confirmations/Account Statements (n=1,201 online survey
respondents)
3. Mutual Fund Summary Prospectus (n=1,201 online survey respondents)
4. Point-of-Sale for Financial Intermediaries (n=1,200 online survey
respondents)
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Online Survey Methodology: Overall screening criteria

All survey respondents were required to meet a set of screening criteria in
order to qualify for the survey. The following criteria were common to all four
sub-surveys:
+ Neither the respondent, nor anyone in his or her household, works in the following
industries: financial services, Federal or state financial regulation, media,
marketing/market research, or public relations
+ Respondent must be at least 21 years of age
+ Respondent must be the sole/primary decision-maker for personal financial decisions
or share in those decisions with someone else
+ Have money currently invested excluding real estate properties
Individuals who met these basic requirements are referred to in this report as ―investor
decision-makers‖
In addition to meeting the screening criteria above, the sampling plan called for an
approximately equal number of male and female respondents
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Online Survey Methodology: ADV Brochure screening criteria

Additional screening requirements applied for qualification for the ADV
Brochure sub-survey (n=1,200):
+ Have $50,000 or more in investments (excluding investments in employer-sponsored
retirement accounts)

+ Work with a financial professional (e.g., investment adviser, financial planner, etc.) and
pay for the financial services in one of the following ways:
‒ A flat fee that covers all transactions
‒ A percentage of the total value of his or her assets
‒ A flat fee for a financial plan
‒ A combination of commissions (i.e., per transaction) and fees (i.e., flat fees or
fees based on the value of one’s assets)
‒ A type of fee not mentioned in response options

42

Composite

Online Survey Methodology: Trade Confirmations screening criteria

Additional screening requirements applied for qualification for the Trade
Confirmations (Confirmations)/Account Statements sub-survey (n=1,201):
+ Have investments of at least the following amount (excluding employer-sponsored
retirement accounts)
‒ >$5,000 invested if under the age of 35
‒ >$10,000 invested if 35 or over
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Online Survey Methodology: Mutual Fund Summary Prospectus screening criteria

Additional screening requirements applied for qualification for the Mutual Fund
Summary Prospectus sub-survey (n=1,201):
+ Have current investments—across investment products or retirement accounts
(individual or employer-sponsored)—that total at least:
‒ >$5,000 invested if under the age of 35
‒ >$10,000 invested if 35 or over
+ Have investments that include mutual funds, ETFs and/or money market funds
‒ At least 400 respondents with these investments in employer-sponsored
retirement accounts
‒ At least 800 respondents with these investment products outside of employersponsored retirement accounts
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Online Survey Methodology: POS for Financial Intermediaries screening criteria

Additional screening requirements applied for qualification for the Point-of-Sale
(POS) sub-survey (n=1,200):
+ Have investments of at least the following amount (excluding employer-sponsored
retirement accounts)
‒ >$5,000 invested if under the age of 35
‒ >$10,000 invested if 35 or over
+ Work with a financial professional (e.g., broker) with respect to investment decisions
and pay for the financial services in one of the following ways:
‒ A commission for each transaction
‒ A combination of commissions (i.e., per transaction) and fees (i.e., flat fees or
fees based on the value of one’s assets)
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Online Survey Methodology: Sample approach and analysis

+ The survey was conducted among U.S. retail investors using Global Market
Insite Inc.’s (GMI’s)* consumer panel, supplemented with panelists from
online panels with which GMI partners
+ In order to locate a sufficient number of investor decision-makers who also
met the requirements for one or more of the sub-surveys, 57,565 potential
respondents were screened
+ Of that total, 30,631 qualified as investor decision-makers
+ Qualification levels for the various sub-surveys was as follows:
‒ ADV Brochure: 3,307
‒ Trade Confirmations: 15,611
‒ Mutual Fund Summary Prospectus: 17,783
‒ POS for Financial Intermediaries: 2,605
+ Some investor decision-makers did not qualify for any of the sub-surveys due
to the limited size of their investment portfolio

*GMI is a third-party market research services provider who manages a global, online consumer panel
representative of the general consumer population
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Online Survey Methodology: Sample approach and analysis (continued)

+ Because investor decision-makers could qualify for more than one subsurvey, the allocation of respondents to each sub-survey was carefully
controlled to ensure they maintained a representative profile by sub-survey
qualification. For example, this kept the Confirmations sub-survey from
being disproportionately represented by investor decision-makers who
qualified only for that branch.
+ The full sample of investor decision-makers (n=30,631) was used to
estimate the demographic profile of all such individuals. Because the
sample was balanced by gender while the demographics of some subsurveys proved to be predominantly male, raw data was weighted using
standard statistical methodology to ensure that each sub-survey’s results
were representative by:
‒ Gender
‒ Sub-survey qualification (see above)
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A note on the figures presented in this report

+ As mentioned in the previous slide, respondents were weighted to adjust the sample to
be representative of the larger population (e.g., ADV recipients). Each respondent is
assigned a single weight for this purpose. For example, because the sample was
intentionally balanced by gender but the results revealed that certain populations tend to
be disproportionately male, the weight for a female respondent would tend to be
somewhat less than 1.00 while the weight for a male respondent would tend to be
somewhat greater than 1.00.
+ All percentages shown in this
report are based on weighted
results. For example, in the first
pie chart shown to the right, 43
respondents out of 600 answered
―No‖ to question A51. The sum of
the weights for these 43
individuals represented 7.0% of
the sum of the weights of all 600
respondents. Hence, the
unweighted base of the second
pie chart—which reflects a
question only asked of individuals
who answered ―No‖ to question
A23—is 43.
+ A detailed calculation of this question can be found on the next page
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An example calculation of the figures presented in this report
+ Per the methodology noted in the previous two slides, below is an example calculation
of the results for a specific survey question. In this particular example (A52), only a
subset of respondents were asked the question, based on their response to A51.
A52: Is there something you would like to see disclosed in either document that is not currently provided?
n (unweighted count of respondents who answered this question) = 43
Individual respondent weights by response selected:

Unweighted
count=9

Yes
1.285
0.659
0.659
1.285
0.659
0.659
1.285
0.659
0.659
TOTAL WEIGHT=
7.809

Unweighted
count=20

No
I don‘t know
1.285
1.285
1.991
0.659
1.285
1.285
0.915
1.285
0.659
0.659
0.659
0.659
1.285
0.659
0.659
0.659
0.659
1.991
0.590
1.182
0.659
1.285
0.659
0.659
1.285
1.285
0.659
1.285
TOTAL WEIGHT=
0.915
14.837
0.659
0.590
Un1.285
weighted
1.285
count=14
0.659
TOTAL WEIGHT=
18.642

Results calculation:
Responses
Yes
No
I don’t know
TOTAL

Total
Weights
7.81
18.64
14.84
41.29

Weighted
Percentage
18.9%
45.2%
35.9%
100.0%

49

Composite

Data bases created in this research

+ The survey results provided the basis for two different data bases:
+ A data base of 30,631 respondents that is representative of all investment
decision makers in the United States regardless of amount invested (as long
as it is at least $1). This data base can be used to examine the
demographics of and types of investments held by investment decision
makers.
+ A data base of 4,802 respondents that represents four distinct subsamples of
size 1,201 or 1,200. The aggregate sample of 4,802 represents a contrived
combination of the four subgroups and therefore has little value in the
aggregate. However, the four subgroups represent the attitudes and opinions
of distinct groups of investment decision makers:
‒
‒
‒
‒

The target audience for the Form ADV Part 2A Brochure (n=1,200)
The target audience for Trade Confirmations/Account Statements (n=1,201)
The target audience for the Mutual Fund Summary Prospectus (n=1,201)
The target audience for Point-of-Sale documents (n=1,200)
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Online Survey Methodology: Margin of Error

+ All percentages derived from the sample in this report are subject to
sampling error. For an observed percentage p, we can be 95% confident that
the value of P—the actual percentage among everyone in the universe of
interest—would be in the interval p ± 1.96 * sqrt [p * (100 – p) / n], where n
is the size of the sample from which p is derived.
+ The maximum confidence interval occurs at 50% (p = 50) and gets smaller
as p gets either smaller or larger. The 95% confidence interval for different
percentages based on various sample sizes is shown on the next page.
+ The sampling error increases by a factor of 1.41 when comparing two
percentages from different samples of the same size (e.g., percent of
respondents finding one exhibit easy to understand versus respondents who
viewed a different exhibit).†
† Tables

displaying results for different exhibits have statistical significance
indicated on the table.
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Online Survey Methodology: Margin of Error (95% level of confidence)

Observed Percentage (p)
Sample Size
10% or 90%

20% or 80%

30% or 70%

40% or 60%

50%

n = 1,201 or 1,200

+ 1.70%

+ 2.26%

+ 2.59%

+ 2.77%

+ 2.83%

n = 601 or 600

+ 2.40%

+ 3.20%

+ 3.67%

+ 3.92%

+ 4.00%

n = 401 or 400

+ 2.94%

+ 3.92%

+ 4.49%

+ 4.80%

+ 4.90%

+ The sampling error shown above increases by a factor of 1.41 when
comparing two percentages from different samples of the same size
(e.g., percent of respondents finding one exhibit easy to understand
versus respondents who viewed a different exhibit).
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Online Survey Methodology: Demographic profiles

A profile of investor decision-makers (as estimated from the screened
respondents) reflects a population that is close to that of the US population
(age 21+)
Age
21-34
35-44
45-54
55-61
62-72
73 and over

Gender
Male
Female

US
Population
(Age 21+)
26.4%
18.6%
20.4%
11.9%
12.4%
10.4%

Investor
Decisionmakers
26.1%
19.2%
20.6%
15.0%
15.1%
4.0%

US
Population
(Age 21+)
48.4%
51.6%

Investor
Decisionmakers
52.5%
47.5%

Note: Gender figures for US population (age
21+) are from the 2010 Census. All other US
population (age 21+) are estimates as of April
2009 from the US Census Bureau. Estimates
for Hispanic investor decision-makers may be
understated because survey was conducted in
English language only.

Race
American
Indian/Alaskan
Native alone
Asian alone
Black/African
American alone
Native
Hawaiian/Other
Pacific Islander
alone
White alone
2+ races

Ethnicity
Hispanic
Non-Hispanic

US
Population
(Age 21+)

Investor
Decisionmakers

0.9%

0.8%

4.6%

5.1%

12.0%

5.6%

0.2%

0.3%

81.1%
1.2%

86.6%
1.6%

US
Population
(Age 21+)
13.4%
86.6%

Investor
Decisionmakers
6.3%
93.7%
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At the beginning of the online survey, respondents were shown the information
below and asked to answer a series of questions related to it
Your investment adviser must provide you with a document, called a ―Brochure,‖ in which the adviser discloses
information about his or her firm. This can be separate from the introductory materials provided to you about the
adviser’s firm which the adviser may not be obligated to provide to you. Therefore, throughout this exercise, when
we refer to ―Brochure‖ we are referring to the document the adviser is required to provide you and which includes 18
types of information (see below). This document may also be called or labeled the ―ADV Part 2.‖
The adviser is required to disclose information on a minimum of 18 items, listed below, and that disclosure must be
made to each of the adviser’s clients before or at the time the adviser enters into an advisory agreement with the
client. While disclosure of the items below are mandatory, they may not necessarily apply to your adviser’s activities
and as such, the adviser may indicate on the Brochure that particular items do not apply to their advisory business.
The Brochure must be written in a comprehensible manner taking into account the level of financial sophistication of
the adviser’s clients. This Brochure must be filed electronically with the SEC and can be retrieved by the public
through www.adviserinfo.sec.gov.
Item 1. Cover Page
Item 2. Material Changes
Item 3. Table of Contents
Item 4. Advisory Business
Item 5. Fees and Compensation
Item 6. Performance-Based Fees and Side-by-Side Management
Item 7. Types of Clients
Item 8. Methods of Analysis, Investment Strategies and Risk of Loss
Item 9. Disciplinary Information
Item 10. Other Financial Industry Activities and Affiliations
Item 11. Code of Ethics, Participation or Interest in Client Transactions and Personal Trading
Item 12. Brokerage Practices
Item 13. Review of Accounts
Item 14. Client Referrals and Other Compensation
Item 15. Custody
Item 16. Investment Discretion
Item 17. Voting Client Securities
Item 18. Financial Information
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While over two-thirds of online survey respondents (68.5%) recalled receiving a
Brochure, only half (50.1%) remembered discussing the information with their adviser

A1-A3

Do you recall receiving a document from your adviser,
which we refer to as a Brochure, which included all of
the above information?

68.5%

Do you recall reading a document or Brochure that
included all of the information you just reviewed?

58.1%

Do you recall discussing the information in the Brochure
with your adviser or someone else who works at the
firm?

50.1%

12.1%

22.3%

35.4%

19.4%

19.7%

14.4%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
Yes

No

I am not sure-I don't know

n=1,200
Note: Figures may not add to 100% due to rounding
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Fees, investment strategy(s) and disciplinary history were the most important
information that online survey respondents sought about advisers (―absolutely
essential‖ for 76.4%, 69.5% and 67.4%, respectively), while the types of clients
and affiliations were secondary
A4: Using the scale shown below, please indicate how important it is to you to have the following
information about your adviser.

The adviser's fees

76.4%
69.5%

The adviser's investment strategy(s)
The adviser's disciplinary history (e.g., criminal or
regulatory proceedings)

22.5%

67.4%

The adviser's conflicts of interest (e.g., affiliations with
other financial service providers, personal investments)

52.3%

The adviser's methodology in providing advice

51.0%

The adviser's process for selecting broker-dealers to
buy and sell securities for clients

18.5%

27.8%

36.7%

34.6%
26.2%

38.9%
40.0%

5.8% 2.2%
11.4% 2.7%

16.4%

34.0%

38.4%

The adviser's affiliations with other entities (e.g., brokerdealer)
The adviser's business and types of clients

15.8% 5.4% 2.4%

3.4%

13.1% 1.9%
20.0%
23.1%
27.6%

4.8%
3.5%
6.2%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
Absolutely essential

Important, but not essential

Nice to know

n=1,200
Note: Figures may not add to 100% due to rounding

Completely unimportant
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The majority of online survey respondents (79.6%) reported that receiving a
summary of the adviser‘s answers to the items in the Brochure would be helpful

A5: Advisers‘ Brochures vary in length, but in many cases they may be 20 to 40 pages long. Would you
find it helpful to receive a summary of the adviser's answers to the items in the Brochure assuming this
summary would be about 5 to 10 pages long but would include less content regarding the disclosures an
adviser is currently required to make in its Brochure?
I am not sure/ I don't
know
10.5%

No
10.0%

Yes
79.6%

n=1,200
Note: Figures do not add to 100% due to rounding
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Among online survey respondents who thought the summary would be helpful,
some desired information at different points in time, though about half (51.1%)
would like to receive it at the beginning of the advisory relationship
A6: When would you like to receive this summary? Check all that apply.

At the beginning of the advisory relationship

51.1%

Only when the information has materially changed

30.7%

Annually

26.1%

Quarterly

20.3%

All of the above.

6.7%

0%

10%

20%

30%

40%

n=954. Sample comprised of individuals who indicated a summary would be helpful in A5.
Note: Figures do not add to 100% due to multiple responses

50%

60%
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Among online survey respondents who indicated receiving a summary would be
helpful, there was little consensus about whether the summary could supplant
the full Brochure; 50.1% would like to receive it instead of the full Brochure while
47.2% would like to receive it in addition to the full Brochure
A7: Would you like to receive this summary instead of the full Brochure or in addition to the full Brochure?

I don't know
2.7%

In addition to the full
Brochure
47.2%

Instead of the full
Brochure
50.1%

n=954
Sample comprised of respondents who indicated a summary would be helpful in A5
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Of the online survey respondents who reported wanting to receive both the full
Brochure and summary, most (88.6%) desired receiving both at the same time

A8: Would you like to receive this summary at the same time you receive the full Brochure?
I am not sure/I don't
know
3.1%
No
8.4%

Yes
88.6%

n=449
Sample comprised of respondents who indicated a summary would be helpful in A5 and preferred it
―in addition to the full Brochure‖ in A6
Note: Figures do not add to 100% due to rounding
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Among online survey respondents who indicated that a summary would be
helpful, the majority reported that they would either definitely read (52.7%) or
probably read (37.2%) the summary
A9: How likely would you be to read the type of summary described earlier?

I probably would not
read the summary
1.1%
I might read the
summary
8.6%

I probably would read
the summary
37.2%

I definitely would not
read the summary, but
would keep it for my
records
0.3%

I definitely would read
the summary
52.7%

n=954
Sample comprised of respondents who indicated a summary would be helpful in A5
Note: Figures do not add to 100% due to rounding
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Approximately 74.3% of online survey respondents reported that their current
adviser provided them a document with information about fees that would be
charged to their account
A10: Did your current adviser provide you with a document detailing the fees that would be charged
to your account?

I am not sure-I don't
know
14.2%

No
11.5%

Yes
74.3%

n=1,200
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Online survey respondents reported receiving documentation about fees in
varying formats

A11: Which of the following best describes the format of the document you were given that describes
the fees that would be charged to your account?

Summary narrative format

23.8%

Table format

16.0%

Bulleted format

10.8%

A combination of one or more of the above

31.0%

I don't remember/I don't know

18.4%

0%

5%

10%

15%

20%

25%

30%

n=870. Sample comprised of individuals who indicated they were provided with a document detailing fees in A11.
Note: Figures do not add to 100% due to multiple responses
Sample comprised of respondents who indicated receiving a document detailing fees in A10

35%

65

ADV

Approximately 32.3% of online survey respondents reported receiving
documentation on their current adviser‘s potential conflicts of interest; slightly
more (33.1%) were unsure whether they‘d received such a document
A12: Did your current adviser provide you with a document detailing potential conflicts of interest
that may exist when providing advice to you?

I am not sure/I don't
know
33.1%

Yes
32.3%

No
34.7%

n=1,200
Note: Figures do not add to 100% due to rounding
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Among online survey respondents who recalled receiving a conflicts of interest
disclosure, more than half (56.9%) reported that they fully understood the
potential impact on their advisory relationship
A13: How well would you say you understood the conflicts of interest and the potential impact they
might have on your adviser's relationship with you?
I did not understand
the potential conflicts
at all
1.2%

I understood the
potential conflicts
somewhat
40.8%

I don't remember/I
don't know
1.1%

I understood the
potential conflicts fully
56.9%

n=365
Sample comprised of respondents who reported receiving a conflicts of interest disclosure in A12
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More than half (55.2%) of online survey respondents who understood the
conflicts of interest fully or somewhat actually took action to protect their
interests
A14: Did you take, or try to take, any actions to protect your interests?

I am not sure/I don't
know
5.1%

No
39.7%

Yes
55.2%

n=355
Sample comprised of respondents who reported receiving a conflicts of interest disclosure in A12
and reported having ―fully‖ or ―somewhat understood‖ the conflicts of interest in A13
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The majority of online survey respondents (57.5%) reported preferring a hard
copy of the Brochure to other formats

A15: By which of the following methods would you prefer to receive the Brochure from your adviser?
Check all that apply.

Hard-copy

57.5%

Through a link to an electronic copy, but only after I have
agreed to receive the Brochure by this method

27.2%

Electronic copy of the brochure (e.g., on a CD or flash
drive)

19.3%

I have no preference

12.3%

0%

10%

20%

30%

n=1,200
Note: Figures do not add to 100% due to multiple responses

40%

50%

60%

70%
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The vast majority of online survey respondents (82.3%) reported that they prefer
an adviser discuss the information contained in the Brochure with them in
addition to receiving the document itself
A16: In addition to receiving the Brochure, would you prefer an investment adviser discuss with
you orally the information contained in it?

No
17.7%

Yes
82.3%

n=1,200
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The amount of money that one would pay an adviser to maintain their
relationship was selected by 77.1% of online survey respondents as an
―absolutely essential‖ factor
A17: Using the scale shown below, please indicate how important each of the following factors is to
you when choosing a investment adviser.

The amount of money you will pay to maintain an advisory
relationship with the adviser

17.3% 4.3%1.3%

77.1%

The adviser's disciplinary history (e.g., criminal or regulatory
proceedings)

67.5%

The adviser's past performance

64.5%

20.0%

9.5% 2.9%

27.5%

6.6% 1.4%

The severity or number of conflicts of interest the adviser has

52.1%

30.7%

15.3%

The amount of money the adviser receives for providing
advice to me, which may include getting paid by others (e.g.,
receiving payment from mutual fund companies when a client
purchases a mutual fund)

51.6%

33.9%

12.0% 2.4%

0%
Absolutely essential

Important, but not essential

20%

40%

Nice to know

n=1,200
Note: Figures may not add to 100% due to rounding

60%

80%

1.9%

100%

Completely unimportant
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Approximately 50.1% of online survey respondents found their current adviser via
referral from a friend or family member, while approximately 29.7% found theirs
by referral from another financial professional
A18: How did you find your current adviser? Check all that apply.

Referral from family or friend(s)

50.1%

Referral from another financial professional or person in
a similar capacity

29.7%

Name or reputation of adviser

15.2%

Online search

8.8%

Advertisement (e.g., television, newspaper)

8.6%

Other

12.9%
0%

10%

20%

30%

n=1,200
Note: Figures do not add to 100% due to multiple responses

40%

50%

60%
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Comments from online survey respondents about how they found their
current adviser

A18: How did you find your current adviser?

+ Friend or family
‒
‒
‒

―Advisor is a family friend.‖
―Is a personal friend.‖
―Brother in law.‖

+ Seminar/course
‒
‒
‒

―Invitation to a financial seminar.‖
―Attended a seminar he offered.‖
―Community college course.‖

+ Bank
‒
‒

―At my bank.‖
―I bank at the branch where he is an advisor.‖

+ Work-related
‒
‒
‒

―Business associate.‖
―From my previous workplace—they managed the 401k.‖
―Recommended through prior employer.‖

+ Company affiliation
‒
‒
‒

―Employed at my financial investment firm.‖
―Replaced my previous adviser.‖
―Same company we had in another state.‖
n=159
Sample comprised of respondents who selected ―Other‖ in A18
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Fees and performance were reported as the most important factors in choosing
their current adviser, each selected by approximately 68% of online survey
respondents
A19: How important was each of the following factors in choosing your current adviser?

The adviser's investment performance

68.1%

The adviser's fees

67.8%

The adviser's disciplinary history

54.6%

The firm with which the adviser works or is affiliated

50.2%

Whether the adviser has any conflicts of interest

20%

Important, but not essential

5.5% 1.0%

25.1%

5.7% 1.4%

16.2%

36.4%

45.7%
0%

Absolutely essential

25.8%

25.4%

11.0% 2.4%

35.9%
40%

Nice to know

n=1,200
Note: Figures may not add to 100% due to rounding

60%

3.4%

15.8%
80%

2.5%
100%

Completely unimportant
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More than half of online survey respondents (54.4%) thought information about
multiple advisers would have been helpful in selecting their current adviser; the
majority who thought it helpful (88.4%) would have liked to compare among
advisers on the information in the Brochure
A23: In selecting your current adviser, would it
have been helpful to have information concerning
multiple advisers available to you before you made
your decision to select the adviser?

Yes
54.4%

No
30.0%

I am not
sure/I
don't know
15.6%

n=1,200

A24: Would it have been helpful to be able to
compare among advisers on the information in the
Brochures before selecting your current adviser?

I am not
sure/I don't
know
6.0%
No
5.6%

Yes
88.4%

n=639
Sample comprised of respondents
who answered ―Yes‖ to A23
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Of those online survey respondents who did not think having information on
multiple advisers would have been helpful, most (63.5%) reported it was because
they found their adviser from a referral
A23: In selecting your current adviser, would it
have been helpful to have information concerning
multiple advisers available to you before you made
your decision to select the adviser?

A25: What are the primary reason(s) you think that
receiving the information before you made your
decision would not have been helpful?

I don't know
8.9%

Yes
54.4%

No
30.0%

I am not
sure/I
don't know
15.6%

n=1,200

Other
(Please
specify):
17.2%

Because I
would not
have read
the Brochure
10.4%

Because I
selected my
adviser
based on a
referral
63.5%

n=370
Sample comprised of respondents
who answered ―No‖ to A23
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After reviewing a screenshot from the SEC‘s IAPD website as a point of reference,
a large majority of online survey respondents (76.5%) indicated they did not use
an SEC-sponsored website to find information about their adviser
A26: In selecting your current adviser, did you use an SEC-sponsored website to find information about
your adviser? Click the example below for reference.
Example shown:
I am not
sure/I don't
know
5.0%
Yes
18.5%

No
76.5%

n=1,200
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Of those online survey respondents who did not use an SEC-sponsored website,
most (85.2%) indicated they were not aware of one

A27: Did you know an SEC-sponsored website is available for this purpose?

I am not sure/I don't
know
3.8%
Yes
11.0%

No
85.2%

n=993
Sample comprised of respondents who indicated they did not use an SEC-sponsored website in A26
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Among online survey respondents who were unaware of the SEC-sponsored
website, about 73.5% reported they would have used it, had they known it
were available
A28: Would you review information on your adviser on an SEC-sponsored website if you knew it
were available?

I am not sure/I don't
know
16.4%

No
10.2%

Yes
73.5%

n=850
Sample comprised of respondents who indicated they did not use an SEC-sponsored website in A26
and indicated they were not aware they existed in A27
Note: Figures do not add to 100% due to rounding
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Though awareness of SEC-sponsored websites is less than 30%, over two-thirds
of those aware (67.3%) used an SEC-sponsored website to review information on
advisers; among those not aware, approximately 73.5% indicated they would use
the resource if they knew it were available
A26: In selecting your current adviser, did you use an SEC-sponsored website to find information about
your adviser? Click the example below for reference.
A27: Did you know an SEC-sponsored website is available for this purpose?
A28: Would you review information on your adviser on an SEC-sponsored website if you knew it were
available?

Awareness of SEC-sponsored
websites*

Did or would use

Aware (n=309)

67.3%

29.6%

3.1%

Not aware (n=850)

73.5%

10.2%

16.4%

Did not or would Do not know if
not use
did or would use

Awareness of SEC-sponsored sites = 28.3%
*Note: Aware includes respondents who answered ―Yes‖ to A26 or ―Yes‖ to A27. Not aware includes respondents
who answered ―No‖ or ―I don’t know‖ to A26 and ―No‖ to A27; excludes those who answered ―I don’t know‖ to A27.
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Most online survey respondents (81.8%) believed an SEC-sponsored website
would be helpful in comparing information about advisers

A29: If you were selecting a new investment adviser, would an SEC-sponsored website be helpful in your
search for comparative information about advisers?

I am not sure/I don't
know
11.2%

No
7.0%

Yes
81.8%

n=1,200
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Among online survey respondents who thought the SEC-sponsored website
would be helpful, nearly two-thirds (61.5%) said it mattered that the information
be presented in a comparable format
A30: Does it matter to you whether this information is presented in a comparable format (for example,
comparison of assets under management for advisers in a particular region)?

I am not sure/I don't
know
14.4%

No
24.1%

Yes
61.5%

n=983
Sample comprised of respondents who indicated an SEC-sponsored website would be helpful
to search comparative adviser information in A29
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While more than two-thirds of online survey respondents (68.8%) reported an
adviser‘s disciplinary history as essential comparative information, it was second
in importance to information about the fees advisers charge (79.4%)
A31: Using the scale shown below, please indicate how important each of the following factors would be to you
if you were to search for comparative information on advisers.

The fees charged

79.4%

The adviser's disciplinary history (e.g., criminal or
regulatory proceedings)

68.8%

The types of services offered

62.2%

The geographic location of the adviser

29.6%

The size of the adviser's business

Absolutely essential

16.1% 3.7% 0.8%

21.6%

42.9%

19.8%

0%

20%

Important, but not essential

Nice to know

30.6%

6.1% 1.0%

24.5%

46.4%
40%

10.9% 1.8%

21.0%

49.1%

Other 10.0%

18.5%

6.5%

4.8%

23.9%

60%

80%

100%

Completely unimportant

n=1,200
Note: Figures may not add to 100% due to rounding
83

ADV

Comments from online survey respondents about other information considered
important for comparing advisers

A31b: What other information would be important to you?

+ History and background
‒
‒
‒

―Age of adviser and length of time in business.‖
―How long they have been an advisor, training.‖
―Area of specialty, background information—types of clients advised, past employers.‖

+ Investment philosophy and success
‒
‒

―Discipline of how they choose investments whether similar to mine.‖
―Investment strategies, history of performance.‖

+ Personality
‒
‒

―A brief paragraph in which he describes himself so I can get a feel for what type of person he is.‖
―Personal impression—what it would be like to do business with them in these respects.‖

+ Availability
‒
‒

―Availability to give advice.‖
―Comparing the size of my account with other accounts managed by individual advisor.‖

+ Referrals
‒
‒

―A referral from a trusted source.‖
―Actually to be able to talk to others who use that advisor, by email, forum, etc.‖

+ Ethical
‒
‒
‒

―Ability to listen to what I want and not steer me in the direction of what makes him/her the most money.‖
―Conflict of interest when steering client towards certain investments.‖
―Whether he/she is honest.‖
n=909
Sample comprised of respondents who rated ―Other‖ information as either ―Nice to know,‖ ―Important‖
or ―Absolutely essential‖ in A31
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The majority of online survey respondents (60.5%) reported that they would use
hyperlinks to unfamiliar terms while on the SEC website

A32: Currently you can retrieve the adviser's Brochure through the SEC website. If that website had
hyperlinks to terms that may be unfamiliar to you or are defined terms in federal statutes, rules and
regulations, would you use them?

I am not sure/I don't
know
25.0%

Yes
60.5%

No
14.5%

n=1,200
85

ADV

If provided information about multiple advisers who had different fees, about half
of online survey respondents (47.8%) reported they would try to determine
reasons that would justify higher fees
A33: If you were provided with comparative information about advisers, and saw that adviser A
charged a higher fee than adviser B, which of the following would you be most likely to do?

Try to determine/assess if there are services or other
reasons justifying the higher fee

47.8%

Negotiate with Adviser A for a fee reduction

20.9%

Fees are not the primary determining factor in my
selection of an adviser

14.2%

Continue to consider other advisers

9.4%

Promptly go to Adviser B without negotiating a fee
reduction

7.7%

0%

10%

20%

30%

40%

50%

60%

n=1,200
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Fees/Compensation
Module

87

At this point in the online survey, 600 of the respondents were presented with
various exhibits related to advisers‘ fees and compensation; the first exhibit
displayed is shown below
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The majority of online survey respondents reported they understood the
information from the first fees/compensation exhibit either fully (46.0%) or
somewhat (50.9%)
A34: How well would you say you understood the section you just read?

I did not understand
the information at all
3.1%

I understood the
information somewhat
50.9%

I understood the
information fully
46.0%

n=600
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Of those respondents who did not fully understand the description, or who
understood it somewhat, difficult wording (39.4%) and amount of detail (39.0%)
were cited as the top reasons
A35: What were the primary reason(s) you were not able to fully understand this description?
Check all that apply.

The wording is too difficult to understand

39.4%

The section is too detailed

39.0%

The section is too long

25.1%

Other (Please specify):

11.3%

0%

5%

10%

15%

20%

25%

30%

35%

40%

n=344
Sample comprised of respondents who understood the information in the exhibit either ―somewhat‖ or ―not at all‖
Note: Figures do not add to 100% due to multiple responses

45%
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Less than three in ten online survey respondents (28.9%) were able to correctly
identify the likely amount they would be charged, based on the information
presented in the exhibit they reviewed
A36: Assuming that on 12-31-11 the value of the assets in your account managed by the adviser totaled
$450,000, which one of the following represents what is likely to be charged to your account?

Answer
1.5% * $450,000
(2.0% * $200,000) + (1.75% * $199,999) + (1.5% * $50,001) (CORRECT)
(2.0% * $200,000) + (1.75% * $200,000)
I can't tell/I don't know

Percentage
48.3
28.9
10.3
12.5

n=600
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Less than half of online survey respondents (42.1%) were able to correctly
identify the additional fees for 5 hours of financial planning services

A37: Assuming that on 12-31-11 the value of the assets in your account managed by the adviser totaled
$450,000 and the adviser offered you 5 hours of financial planning services, what additional fee are you
likely to be charged?

Answer
$2,500 (CORRECT)
$500
$15,000
I can't tell/I don't know

Percentage
42.1
22.8
5.2
29.9

n=600
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Online survey respondents‘ answers largely varied about how an adviser
would be compensated based on interest purchased in a mutual fund that is
participating in the DEF Program; just over a third correctly identified a sales
commission (33.6%), and 24.5% were unsure
A38: Assuming that on 12-31-11 the value of the assets in your account managed by the adviser totaled
$450,000 and you purchased an interest in a mutual fund that is participating in the DEF Program. Which
one of the following is your adviser likely to be paid for your purchase of the mutual fund?

Answer
A sales commission for my purchase of the mutual fund (CORRECT)
The adviser receives only fees based on the size of my account
The adviser is only compensated for financial planning services provided
I can't tell/I don't know

Percentage
33.6
25.1
16.8
24.5

n=600
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Online survey respondents‘ prefer various formats for seeing information on fees
and compensation

A39: Which of the following options best describes your preference for the format in which you would
prefer to see information on fees and compensation?

Other
1.7%
I would prefer it in table
format
11.7%

I would prefer it in table
format with examples
23.0%

I would prefer it in
bulleted format
19.8%

I prefer it the way it
was presented
22.9%

I would prefer it in
bulleted format with
examples
20.9%

n=600
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At this point in the online survey, respondents were asked to review two example
fee/compensation disclosures from hypothetical advisers ABC and XYZ (1 of 2)

Note: Order of exhibits was rotated by respondent to eliminate order bias
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At this point in the online survey, respondents were asked to review two example
fee/compensation disclosures from hypothetical advisers ABC and XYZ (2 of 2)

Note: Order of exhibits was rotated by respondent to eliminate order bias
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The document from hypothetical Adviser ABC was most similar to what online
survey respondents received from their advisers (selected by 34.5% of respondents
vs. 15.3% for hypothetical Adviser XYZ); however, 27.9% of respondents did not
recall receiving a fees/compensation disclosure document at all
A40: Which one of the two documents is most similar to the one you received from your adviser?

†

Adviser ABC

34.5%

Adviser XYZ

15.3%

I received a document that included a discussion of feescompensation but it was not similar to either of the ones
provided here

22.3%

I do not recall receiving a document that provided details
about fees/compensation

27.9%

0%
† The

5%

10%

15%

20%

25%

30%

35%

40%

n=600
percentage of respondents who selected Adviser ABC is statistically significantly higher than the percentage of
respondents who selected Adviser XYZ at the 95% confidence interval.
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The document from hypothetical Adviser XYZ was more difficult to understand for
online survey respondents, selected by 38.1%, while 31.6% found both documents
equally hard to understand; only 16.4% indicated that neither document was
difficult to understand
A41: Which of the two examples did you find more difficult to understand?

Adviser ABC

13.9%

†

Adviser XYZ

38.1%

They were both equally hard to understand

31.6%

Neither was difficult to understand

16.4%

0%
† The

5%

10%

15%

20%

25%

30%

35%

40%

n=600
percentage of respondents who selected Adviser XYZ is statistically significantly higher than the percentage of
respondents who selected Adviser ABC at the 95% confidence interval.
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Online survey respondents cited various reasons for why one of the hypothetical
documents was more difficult to understand than the other

A42: Which of the following represent reasons why you found this document more difficult to
understand than the other?

It was too long

41.3%

I did not understand the wording/terms used

40.4%

I need more information to fully understand it

37.8%

Other

7.1%

0%

5%

10%

15%

20%

25%

30%

35%

40%

45%

n=309
Sample comprised of individuals who indicated either the Adviser ABC or Adviser XYZ example was more difficult to understand
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Online survey respondents were more likely to select length and wording/terms
as reasons for difficulty in understanding the hypothetical Adviser XYZ
disclosure document
A42: Which of the following represent reasons why you found this document more difficult to
understand than the other? Check all that apply.

44.5%

It was too long

32.7%

42.5%

I did not understand the wording/terms used

34.7%

37.6%

I need more information to fully understand it

Other

0.0%

38.7%

6.4%

9.1%
10.0%

Adviser XYZ (n=229)

20.0%

30.0%

40.0%

50.0%

Adviser ABC (n=80)

n=309
Sample comprised of individuals who indicated either the Adviser ABC or Adviser XYZ example was more difficult to understand
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Among those online survey respondents who found that XYZ, ABC, or both
hypothetical exhibits were more or equally difficult to understand, 76.9% felt that
a different presentation of fees that outlines each fee charged would provide an
easier way to understand the fees charged
A43: Would a different presentation of fees that highlights or outlines each fee charged provide an easier
way to understand the fees charged?

I am not sure/I don't
know
16.7%
No
6.4%

Yes
76.9%

n=506
Sample comprised of individuals who found Adviser ABC’s, Adviser XYZ’s or both Advisers’
examples difficult to understand in A41
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Similarly, about three in four online survey respondents (77.7%) also reported
that they would take the time to read the fees/compensation section before they
selected an adviser; only 7.1% indicated they would not
A44: If you were provided either of these documents, would you take the time to read the fees/compensation
section before selecting the adviser?

I am not sure/I don't
know
15.2%
No
7.1%

Yes
77.7%

n=600
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Only one in ten online survey respondents (10.2%) felt that hypothetical Adviser
XYZ‘s document helped them fully comprehend fees, compared to one in three
for hypothetical Adviser ABC‘s document (33.4%)
A45: Please indicate which adviser's section provided enough detail to help you fully comprehend what
fees you would be charged.

†

Adviser ABC
33.4%

Adviser XYZ
10.2%

Neither adviser
22.3%

Both advisers
34.2%

n=600
Note: Figures do not add to 100% due to rounding
† The percentage of respondents who selected Adviser ABC is statistically significantly higher than the percentage of
respondents who selected Adviser XYZ at the 95% confidence interval.
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Generally, there was confusion about fees if online survey respondents chose
hypothetical Adviser ABC over hypothetical Adviser XYZ

A46: Which one of the following fee types are you likely to be charged if your adviser was ABC but not XYZ?
Check all that apply.

Brokerage commission fee

32.1%

Performance fee (correct response)

31.8%

Quarterly asset based fee

29.7%

Management fees

27.2%

Fees imposed by third parties

19.9%

None of the above

4.4%

I can't tell/I don't know

24.9%
0%

5%

10%

15%

20%

n=600
Note: Figures do not add to 100% due to multiple responses

25%

30%

35%
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Online survey respondents also had varying perspectives about which
hypothetical adviser may have had the more serious conflicts of interest

A47: Based on your reading of the two documents, which (if either) of the two advisers do you believe
has more serious conflicts of interest in providing advice to you?

Adviser ABC
18.6%

Neither adviser
42.0%
Adviser XYZ †
22.6%

Both advisers
16.8%

† The

n=600
percentage of respondents who selected Adviser XYZ is statistically significantly higher than the percentage of
respondents who selected Adviser ABC at the 95% confidence interval.

Note: Results for A48 are not included in this report because the question was removed from consideration during data cleaning.
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Conflicts of Interest
Module
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At this point in the online survey, the remaining 600 respondents were shown two
versions of a section on potential conflicts of interest, one for hypothetical
Adviser ABC and the other for hypothetical Adviser XYZ (1 of 2)

107

At this point in the online survey, the remaining 600 respondents were shown two
versions of a section on potential conflicts of interest, one for hypothetical
Adviser ABC and the other for hypothetical Adviser XYZ (2 of 2)

Full view of exhibit available in ADV Appendix 2, page A34-A35
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Approximately 42.1% of online survey respondents did not recall receiving a
document that provided details about conflicts of interest/brokerage practices;
the remaining respondents were split between which hypothetical adviser‘s
document was similar to the one they received
A49: Which one of the two documents is most similar to the one you received from your adviser?

23.6%

†

Adviser ABC

Adviser XYZ

42.1%

19.3%

I received a document that included details
about conflicts of interest-brokerage
practices, but it was not similar to either of
the ones provided here
I do not recall receiving a document that
provided details about conflicts of
interest/brokerage practices

15.0%

† The

n=600
percentage of respondents who selected Adviser ABC is statistically significantly higher than the percentage of
respondents who selected Adviser XYZ at the 95% confidence interval.
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Less than 10% of online survey respondents who did not recall receiving a
conflicts of interest disclosure from their adviser (9.4%) believed that their
adviser currently has some of the conflicts of interest disclosed by hypothetical
Adviser ABC or XYZ, though nearly half (48.1%) were unsure
A50: Do you believe that your adviser currently has some of the conflicts of interests disclosed by
Adviser ABC and XYZ?

Yes
9.4%

I am not sure/I don't
know
48.1%
No
42.5%

n=268
Sample comprised of respondents who did not recall receiving a conflicts of interest disclosure in A49
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More than three-fourths of online survey respondents (75.8%) were satisfied with
the disclosure provided about each hypothetical adviser‘s potential conflicts of
interest in both documents
A51: After reading both documents, are you satisfied with the disclosure provided to you about each
adviser‘s potential conflicts of interest?

I am not sure/I don't
know
17.2%
No
7.0%

Yes
75.8%

n=600
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Less than one-in-five online survey respondents (18.9%) felt there was something
more that they would have liked to have seen disclosed in the hypothetical
advisers‘ documents
A52: Is there something you would like to see disclosed in either document that is not currently provided?

Yes
18.9%
I am not sure/I don't
know
35.9%

No
45.2%

n=43
Sample comprised of respondents who were not satisfied with the disclosures provided in the
Conflicts of Interest exhibits in A51
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About one-third of online survey respondents showed a high level of concern
between the conflicts of interest in hypothetical Adviser ABC‘s and hypothetical
Adviser XYZ‘s potential conflicts of interest (35.4% and 29.9% respectively)
A54: On a scale of 1 to 5, where 1 means ‗not at all concerned‘ and 5 means ‗extremely concerned,‘ how
concerned would you be about the potential conflicts of interest between each adviser listed within the
document and your personal investment interests based on what you read?
Mean
concern level:
Advisor
ABC

6.8%

†

Advisor XYZ

6.6%

0%

19.6%

43.7%

17.1%

20.3%

40.8%

20%

26.5%

40%
1

2

3

60%
4

80%

9.6%

3.07

8.9%

3.14

100%

5

n=600
Note: Figures may not add to 100% due to rounding
† The percentage of respondents who rated their concern level in the top 2 box (4 or 5) for Adviser XYZ is statistically
significantly higher than Adviser ABC at the 95% confidence interval.
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Online survey respondents were split in their opinions regarding which
hypothetical adviser would provide less biased advice

A55: Based on what you read, which adviser do you think would provide you with the less biased advice?

†

Adviser ABC
22.7%

I can't tell/I don't know
21.8%

Adviser XYZ
16.8%

Neither adviser would
provide me with
unbiased advice
16.2%

Both advisers would
provide me with
unbiased advice
22.5%

† The

n=600
percentage of respondents who selected Adviser ABC is statistically significantly higher than the percentage of
respondents who selected Adviser XYZ at the 95% confidence interval.
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Approximately 28.0% of online survey respondents indicated the information in
the conflicts of interest documents would not affect their decision to hire either
hypothetical adviser; 41.5% indicated the information would affect their decision
and 30.5% were unsure
A56: Would the information in these documents concerning the potential conflicts of interest affect
your decision to hire either adviser?

I am not sure/I don't
know
30.5%

Yes
41.5%

No
28.0%

n=600
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Overall, online survey respondents did not largely prefer one hypothetical adviser
over the other, though hypothetical Adviser ABC had an ~8% edge over
hypothetical Adviser XYZ (33.9% vs. 25.7% selection)
A57: Based on what you read, which of these two advisers would you choose to be your adviser?

Neither adviser
13.1%

I don't know
12.0%

Adviser ABC
33.9%

†

Either adviser
15.3%

Adviser XYZ
25.7%

n=248
Sample comprised of respondents who indicated the advisers’ conflicts would affect their decision to hire them in A56
† The percentage of respondents who selected Adviser ABC is statistically significantly higher than the percentage of
respondents who selected Adviser XYZ at the 95% confidence interval.
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Online survey respondents cited various reasons for why their choice was not
affected by the conflict of interest information

A58: Why would this information not affect your choice? Select all that apply.

Because my decision to hire an adviser is based on a
number of factors, none of which are conflicts of interest

42.1%

Because my decision to hire an adviser is based solely
on recommendations

27.9%

Because conflicts of interest are not a primary concern
to me

24.6%

Because my decision to hire an adviser is based solely
on fees

8.8%

Because I do not read Brochures

5.8%

Other

9.3%

I don't know

10.7%
0%

5%

10% 15% 20% 25% 30% 35% 40% 45%

n=352
Sample comprised of respondents who indicated the advisers’ conflicts would not, or were unsure if they would,
affect their decision to hire them in A56
Figures do no add to 100% due to multiple responses
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Comments from online survey respondents about why this information would not
affect their choice

A58: Why would this information not affect your choice?

+ Everyone has conflicts of interest
‒
‒
‒
‒

‒

―Every firm has some sort of conflict.‖
―Because I think they all have conflicts if interest—it just goes with the type of service.‖
―I think probably 99% of the companies have conflicts of interest.‖
―Conflict of interest is practically unavoidable. But its something that needs to be disclosed in detail and in
writing.‖
―I know they all have conflicts of interest - that's how they network - I would hope it benefits me.‖

+ Not the only factor; more concerned with others
‒
‒
‒
‒
‒
‒

―Because I have weighed the risks and benefits.‖
―I am more concerned on return on investment.‖
―Conflict of interest would not be the sole determinant in my choice.‖
―I am not concerned about this.‖
―I would know what to watch for and make my own informed decision.‖
―My decision is based on a number of factors, including conflicts of interest.‖

+ Information was too difficult to understand
‒
‒
‒

―I can't make sense of any of it.‖
―The language was too obtuse to understand.‖
―I do not understand a lot of the info.‖

n=34
Sample comprised of respondents who selected ―Other‖ in A58
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Over half of online survey respondents showed concern about four of five
potential conflicts of interest (ranging from 52.9% to 56.8%); the only potential
conflict less than half of respondents were concerned with was an adviser buying
or selling the same securities for its own account at the same time it buys, sells
or recommends them to its clients (42.4%)
A59: On a scale of 1 to 5, where 1 means ―not at all concerned‖ and 5 means ―extremely concerned,‖
please rate how concerned you would be about the following potential conflicts of interest on an adviser‘s
relationship with its clients.
Mean
concern level:
The adviser may recommend investments in products for which it
gets paid by other sources (e.g., service fees for the sale of mutual
funds)

3.7%

12.0%

27.5%

34.6%

22.2%

3.60

30.9%

31.8%

22.9%

3.59

21.4%

3.56

4.6%
The adviser may buy or sell securities from or to its clients from the
adviser's own account or from the account of the adviser's affiliate
The adviser may recommend that clients buy or sell securities
through a broker from which it receives certain benefits that it does
not pay for (e.g., research materials, products, or services) and
which could cause the client to pay a higher commission

9.8%
3.5%

11.9%

31.0%

32.3%

3.7%
The adviser may recommend investments in products for which its
affiliate receives a fee or other compensation

The adviser may buy or sell the same securities for its own account
at the same time it buys, sells or recommends the same securities
to its clients

12.8%

9.8% 17.3%

0.0%
1 - Not at all concerned

2

30.6%

3

20.0%
4

30.7%

40.0%

35.6%

25.8%

60.0%

17.3%

3.50

16.4%

3.22

80.0%

100.0%

5 - Extremely concerned

n=600
Note: Figures displayed reflect the percentage of respondents who selected the top 2 boxes on a 5-point scale
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Over two-third of online survey respondents (69.3%) reported that they would
read the information provided in the documents before selecting an adviser; only
9.1% indicated they would not read the information and 21.6% did not know
A60: If you were provided with either of these documents, would you take the time to read this information
before selecting one of these adviser(s)?

I don't know
21.6%

No
9.1%

Yes
69.3%

n=600
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Online survey respondents reported they would take various actions if they were
looking for an adviser, based on what they read; the most common action was to
ask for additional information, selected by 48.3% of respondents
A61: Based on what you read, which of the following actions would you be likely to take if you were
looking for an adviser? Check all that apply.

Ask for additional information

48.3%

Closely monitor the adviser's activities

40.7%

Hire the adviser if he or she met my other criteria

35.7%

Attempt to limit my exposure to these specific conflicts

33.2%

Not hire the adviser

None of the above

I don't know

9.5%

1.1%

4.0%

0%
10%
20%
30%
40%
50%
n=402
Sample comprised of respondents who indicated they would read the information in A60
Note: Figures do not add to 100% due to multiple responses

60%
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Of those online survey respondents who were unlikely to read the information
included in the documents, difficulty understanding the information was cited as
the top reason for not reading (51.4%)
A62: Why would you be unlikely to read the information included in these documents? Check all that apply.

Because this information is too difficult to understand

51.4%

Because conflicts of interest are not a primary concern
to me

23.3%

Because I do not read Brochures

6.6%

None of the above

15.3%

I don't know

9.4%

0%

10%

20%

30%

40%

n=198
Sample comprised of respondents who indicated they would not or were unsure
if they would read the information in A60
Note: Figures do not add to 100% due to multiple responses

50%

60%
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Online survey respondents were split in their preferences on which format they
would prefer to see potential conflicts of interest disclosures

A63: Which of the following options best describes your preference for the format in which you would
prefer to see this information? Check all that apply.
I don't have a
preference on how this
section is presented
10.5%
Other
1.1%
I prefer it the way it
was presented
19.8%
I would prefer it in
summary table format
25.4%
I would prefer it in
bulleted format
31.0%

I would prefer it in
short paragraphs
12.3%

n=600
Note: Figures do not add to 100% due to rounding
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However, over two-thirds of online survey respondents (71.2%) reported wanting
to see specific examples that demonstrate how a potential conflict of interest
operates in relation to investment advice
A64: Would you like to see specific examples that demonstrate how a potential conflict of interest operates in
relation to investment advice provided to you?

I am not sure/I don't
know
9.7%
No
19.2%

Yes
71.2%

n=600
Note: Figures do not add to 100% due to rounding
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The vast majority of online survey respondents (88.5%) indicated that requiring
more specific headlines or titles to paragraphs, or providing more divided
sections, would be either very helpful or somewhat helpful in facilitating an easier
comparison of the two hypothetical advisers
A65: If you were comparing these two advisers, how helpful would it be to require that they provide more
specific headings or titles to the paragraphs, or provide more divided sections to facilitate an easier
comparison?

Very helpful
46.2%
I don't know
4.7%

Very or somewhat
helpful = 88.5%

Not at all helpful
0.7%
Not very helpful
6.0%
Somewhat helpful
42.3%

n=600
Note: Figures do not add to 100% due to rounding
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While over one-third of online survey respondents (36.6%) believed they had
enough information to assess the impact of the conflicts of interest, a slightly
higher number believed they did not have enough information (39.4%) to fully
assess the impact
A66: Both advisers disclose a conflict of interest in that they buy or sell in client accounts with brokers from
whom they receive certain benefits (e.g., receiving research reports or publications analyzing a company‘s
performance, attending seminars and conferences, etc.). Please indicate which of the following best reflects
your reaction to this conflict of interest.

I understand the conflict of interest and I find it very
important, but I do not have enough information to fully
assess the impact of the conflict on my account

39.4%

I understand the conflict of interest, I find it very important
and I have enough information to access the impact of the
impact of the conflict on my acount

36.6%

I understand the conflict of interest, but I do not find it
important

13.0%

I understand the conflict of interest and I do not find it
important, but I would like to have additional information

6.9%

I do not understand the conflict

4.1%

0%

10%

20%

30%

40%

50%

n=600
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Comments from online survey respondents about what additional information
they would like to receive about advisers‘ conflicts of interest
A67: Please indicate what type of additional information you would like to receive.

+ Plain language explanation
‒
‒
‒

―It is all written in legal language and I need it explained in plain English.‖
―A layman‘s terms explanation of how this could affect me.‖
―Clearer terminology for a non-professional.‖

+ Examples
‒
‒

―Examples are a must. I understood ABC company very well, but got lost in XYZ company‘s 4 pages.‖
―Examples of conflicts, less legalese.‖

+ More details
‒
‒

―Be more specific on whom they are dealing with, and what fees or other monetary exchanges that they will
receive.‖
―Actual commission or monetary compensation values.‖

+ Adviser reviews
‒

‒
‒

―References from other clients, detailed investment history, document from SEC as to advisor‘s
qualifications, disciplinary actions, etc.‖
―A rating on adviser as to they history of following SEC rules and compliance.‖
―Customer reviews and history.‖

+ Explanation of the impact
‒
‒

―A summary of potential ways the conflicts may affect me.‖
―Clearly spell out exactly how my account is directly influenced by the conflict of interest. What happens to
the bottom line of my account if these conflicts continue? What can be done to avoid any type of conflict of
interest?‖
n=287
Sample comprised of respondents who indicated they did not have enough information or wanted additional
information in A66
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Comprehension and
Perceptions of Example
Trade Confirmations
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Confirmations

As the first step in the Confirmations branch of the online survey, respondents
were presented with the Trade Confirmation shown below (a stock example); this
was followed with series of comprehension questions regarding what they read
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Just over half of the online survey respondents were able to correctly identify the
type of investment involved in the Trade Confirmation—a third could not tell—and
a slightly larger percentage was able to correctly identify the capacity in which
the firm acted
C1: Based on your review of the trade confirmation, what type of investment was involved in the trade?

Sample size
A corporate bond
Stock in a company (CORRECT)
A mutual fund
None of the above
I can't tell/I don't know

1,201
3.8%
53.5%
6.4%
3.0%
33.4%

C2: Based on your review of the trade confirmation, in what capacity did the financial firm act?

Sample size
As a principal (i.e., the firm either sold you a security from its inventory or
bought a security from you to place into its inventory)
As an agent (i.e., the firm entered the marketplace to buy or sell a security
for you) (CORRECT)
As a dual agent (i.e., the firm acted as an agent for both you and
someone else)
None of the above
I can't tell/I don't know

1,201

11.4%
55.9%

5.1%
3.0%
24.6%

Figures for C1 do not add to 100% due to rounding
131

Confirmations

Almost two-thirds of the online survey respondents correctly identified how the
firm was compensated, and over 61% were able to indicate a correct reason why
it matters whether the broker acts as a principal or an agent
C3: Based on your review of the trade confirmation, how was the financial firm compensated (i.e., paid)?

Sample size
A sales commission (CORRECT)
A mark-up or mark-down
A sales load
None of the above
I can't tell/I don't know

1,201
64.8%
3.6%
4.9%
4.3%
22.4%

C4: Why does it matter whether your broker acts as a principal or as an agent when selling you a security?

Sample size
If my broker acts in a principal capacity, it may have a conflict of interest
because it is selling me a security out of its inventory (CORRECT)
If my broker acts as an agent, it may have a conflict of interest because it
is selling me a security out of its inventory
If my broker acts as an agent, my broker is entering the marketplace to
buy or sell a security for me (CORRECT)
None of the above
I can't tell/I don't know

1,201
21.8%
14.2%
39.7%
3.8%
35.2%

Figures for C4 do not add to 100% due to multiple responses
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At this point, the Trade Confirmation shown below (a mutual fund example) was
presented to the online survey respondents
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While almost 60% of the online survey respondents correctly identified the
investment involved as a mutual fund, under 13% correctly identified that the firm
acted as a dual agent in the trade; 32% were unsure how the firm acted
C5: Based on your review of the trade confirmation, what type of investment was involved in the transaction?

Sample size
A corporate bond
Stock in a company
A mutual fund (CORRECT)
None of the above
I can't tell/I don't know

1,201
5.2%
15.0%
57.9%
7.3%
14.5%

C6: Based on your review of the trade confirmation, in what capacity did the financial firm act?

Sample size
As a principal (i.e., the firm either sold you a security from its inventory or
bought a security from you to place into its inventory)
As an agent (i.e., the firm entered the marketplace to buy or sell a security
for you)
As a dual agent (i.e., the firm acted as an agent for both you and
someone else) (CORRECT)
None of the above
I can't tell/I don't know

1,201

15.1%
36.2%

12.7%
4.0%
32.0%

Figures for C5 do not add to 100% due to rounding
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Just over a third of the online survey respondents correctly pointed out that it is
not clear from the Confirmation how the firm was compensated

C7: Based on your review of the trade confirmation, how was the financial firm compensated (i.e., paid)?

Sample size
A sales commission
A mark-up or mark-down
A sales load
None of the above
I can't tell/I don't know (CORRECT)

1,201
15.8%
5.4%
20.0%
24.5%
34.3%

135

Confirmations

The third Confirmation presented to the online survey respondents (a mortgagebacked debt security example) is shown below
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Only 17% of the online survey respondents correctly identified the type of debt
involved as a mortgage-backed security, and there was considerable confusion
regarding the capacity in which the financial firm acted
C8: Based on your review of the trade confirmation, what type of debt was involved in the transaction?

Sample size
A corporate bond
A municipal bond
A mortgage-backed security (CORRECT)
None of the above
I can't tell/I don't know

1,201
27.0%
8.6%
17.1%
6.2%
41.1%

C9: Based on your review of the trade confirmation, in what capacity did the financial firm act?

Sample size
As a principal (i.e., the firm either sold you a security from its inventory or
bought a security from you to place into its inventory)
As an agent (i.e., the firm entered the marketplace to buy or sell a security
for you)
As a dual agent (i.e., the firm acted as an agent for both you and
someone else)
None of the above
I can't tell/I don't know (CORRECT)

1,201

24.9%
25.5%

8.9%
4.7%
36.0%
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Though nearly 57% of online survey respondents identified a sales commission
as how the financial firm was compensated (a possible compensation), only
24.1% correctly answered ―I can‘t tell/I don‘t know)
C10: Based on your review of the trade confirmation, how was the financial firm compensated?

Sample size
A sales commission (CORRECT)
A mark-up or mark-down
A sales load
None of the above
I can't tell/I don't know (CORRECT)

1,201
56.8%
6.9%
5.4%
6.8%
24.1%
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Almost half of the online survey respondents implied that the stock Confirmation
was not easy to read, but between 48 and 60 percent of the online survey
respondents agreed that the various confirmations were organized in a way that
helps them find the information they want and need
Based on the confirmations you just reviewed, please indicate the extent to which you agree with the
following statements.
C14: The type size of this document is easy to read.
Exhibit
Strongly agree (5)
Somewhat agree (4)
Neither agree nor disagree (3)
Somewhat disagree (2)
Strongly disagree (1)
Mean rating (using scoring above)

Stock
8.2%
26.4%
16.3%
30.3%
18.9%
2.74

Mutual Fund
19.6%
36.3%
16.1%
18.6%
9.3%
3.38

Debt Security
13.9%
33.7%
20.8%
22.2%
9.4%
3.21

C15: The document is organized in a way that helps me find the information I want and need

Exhibit
Strongly agree (5)
Somewhat agree (4)
Neither agree nor disagree (3)
Somewhat disagree (2)
Strongly disagree (1)
Mean rating (using scoring above)

Stock
8.9%
39.5%
24.8%
19.5%
7.4%
3.23

Mutual Fund
16.3%
43.9%
21.8%
12.6%
5.3%
3.53

Debt Security
10.8%
38.3%
26.2%
18.2%
6.6%
3.28

n=1,201 Figures may not add to 100% due to rounding
139

Confirmations

Measuring the effectiveness of a document

Siegel+Gale regularly uses its proprietary SimplicityLabTM to evaluate the
effectiveness of the various documents used in business along two
fundamental dimensions: Comprehension and Perception
+ The Comprehension Index measures the reader’s ability to understand
factual information that is conveyed in the communication
+ The Perception Index measures the reader’s response to the document
measured on a series of attributes
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Establishing norms for comprehension and perceptions of documents

Siegel+Gale routinely tests various documents using its SimplicityLab
methodology
+ The types of documents evaluated include letters, notices, brochures,
applications, forms and accompanying instructions, etc.
+ The top three sectors represented in the SimplicityLab database include
financial services, government, and insurance
+ Content of the various documents includes general information, calls to
action, reminders, actions being taken (e.g., cancellation notices), etc.
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Establishing norms for comprehension and perceptions of documents
(continued)

+ Among documents in use today, Siegel+Gale’s Comprehension and
Perception Index scores tend to be fairly similar across audience, type of
document and sector, indicating there is a relevant ―norm‖ against which
perceptions of the various trade confirmations can be compared
+ Exceptions to the above include documents of significant length (which
affects the Comprehension Index) and documents delivering ―bad‖ or
―negative‖ information (which affects the Perception Index)
+ Testing of revised documents has validated that a focus on simplicity in
content and formatting can yield significant gains on both indices, leading to
significant business benefits (e.g., more informed decision making, increased
loyalty, increased likelihood to purchase, etc.)
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Siegel+Gale has observed that the norm for a ―typical‖ document in the U.S.
is a score of 60 on each Index

90

Communications that are easy
to understand but decrease the
utility of the information

Truly effective communications
that are both easy to
understand and increase the
utility of the information

Comprehension Index

80

70

The typical
document

60

50

40

30

Ineffective communications that
are both difficult to understand
and decrease the utility of the
information

30

40

Communications that are
difficult to understand but still
increase the utility of the
information

50

60

70

80

90

Perception Index
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Using a subset of the pillars to measure perceptions, the SimplicityLab
assessment revealed that the stock Confirmation scored highest on the
Comprehension Index but lowest on the Perception Index

Exhibit
Comprehension Index
Question 1 (Percent correct)
Question 2 (Percent correct)
Question 3 (Percent correct)
Question 4 (Percent correct)
Perception Index
The type size of this document is
easy to read
The document is organized in a way
that helps me find the information I
want and need

Stock
58.9
53.5%
55.9%
64.8%
61.5%
49.7

Mutual Fund
42.8
57.9%
12.7%
34.3%

Debt Security
25.7
17.1%
36.0%
24.1%

61.5

56.1

43.6

59.6

55.1

55.7

63.3

57.1

Note: The Comprehension Index is the average of the percent correct for each comprehension questions
asked. The Perception Index is the average of the individual element scores. Individual element scores are
derived by converting mean scores from previous tables to a 100-point scale (i.e., multiplying the mean by 25
and subtracting 25 from the product).
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None of the three Confirmations presented in the online survey scored well; the
stock Trade Confirmation was below the norm on the Perception Index, and the
other two Confirmations scored well below the norm on the Comprehension
Index

90

Comprehension Index

80

70

• Stock
The typical
document

60

50

• Mutual Fund

40

30

• Debt
30

40

50

60

70

80

90

Perception Index
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The online survey evaluated the importance of 14 pieces of information on a
Trade Confirmation; three of these—the price at which the security was bought or
sold, the number of shares or units involved and whether the security was bought
or sold—were deemed ―absolutely essential‖ by at least 75% of the respondents
(1 of 2)
C11: Please indicate how important it is to see each of the following pieces of information on a trade
confirmation.

The price at which I bought or sold the security

9.7%6.0% 1.8%

82.5%

The number of shares or units that I purchased or sold

12.6%6.0% 2.0%

79.3%

Whether I purchased or sold the security

75.8%

14.4% 7.1% 2.7%
3.1%

The name of the security

68.4%

16.6%

11.9%

The date of the transaction

66.6%

19.0%

12.3% 2.2%

The amount of compensation that the financial firm will
receive from me for the transaction

64.1%

22.0%

10.9% 3.0%

If the trade involves a mutual fund, whether a fee (i.e., a
'sales load') was deducted from my purchase or sale price
and the dollar amount of such fee

62.7%

24.0%

11.1% 2.2%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
Absolutely essential

Important, but not essential

Nice to know

Completely unimportant

n=1,201 Figures may not add to 100% due to rounding
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The financial firm‘s SIPC status, third party compensation, the capacity in which
the firm acted and the debt security‘s rating status were deemed ―absolutely
essential‖ by the fewest percentage of online survey respondents, ranging from
27.2%-34.7% (2 of 2)
C11: Please indicate how important it is to see each of the following pieces of information on a trade
confirmation.

The date the investment settled or is officially in my account
(if different from the transaction date)

60.6%

If my trade involves a debt security (like a corporate bond or a
municipal security), the yield and dollar amount on the
purchase of the debt security
Whether the issuer of the debt security can call back the debt
security before it matures (i.e., if the issuer has the right to
buy back the security from me even if I don't want to sell it)
Whether my financial firm is a member of the Securities
Investor Protection Corporation (SIPC)

25.7%

10.9% 2.8%

50.9%

33.4%

12.6% 3.1%

50.0%

33.8%

13.6% 2.6%

34.7%

34.4%

25.8%

5.1%

Whether the financial firm receives compensation from
someone else, like a mutual fund, or another financial firm, for
sending my order to that other person or entity

32.4%

39.1%

22.8%

5.8%

The capacity in which the financial firm acted

31.7%

40.6%

22.3% 5.4%

Whether the debt security is rated by a company like
Standard & Poors, Moody's or Fitch

27.2%

36.7%

30.3%

5.8%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
Absolutely essential

Important, but not essential

Nice to know

Completely unimportant

n=1,201 Figures may not add to 100% due to rounding
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Of information that is not currently required on a trade confirmation, 56.6% of
online survey respondents considered an indication of whether the investment
was sold ―short‖ to be ―absolutely essential‖
C12: Below is a list of information that is not currently required on a trade confirmation but that some
financial firms may already include in their confirmations. As you did with the previous list, please indicate
how important it would be for you to have each type of information on the confirmation.

Whether I sold an investment 'short' (i.e., I sold a
security I did not own but borrowed)

56.6%

Whether the financial firm is registered as both a brokerdealer and an investment adviser

Whether my financial firm suggested, or recommended,
a particular investment (i.e., whether the order was
'solicited' or 'unsolicited')

Whether the financial firm sent the order to an affiliate
for processing

28.1%

32.2%

25.8%

21.6%

37.4%

38.8%

38.1%

12.4%

25.7%

27.8%

30.0%

2.8%

4.6%

7.6%

10.3%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
Absolutely essential

Important, but not essential

Nice to know

Completely unimportant

n=1,201 Figures may not add to 100% due to rounding
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Nearly seven in ten online survey respondents (69.6%) indicated they would like a
trade confirmation to include what the total compensation is made up of,
including the types of compensation; only 5.1% were not interested in knowing
the compensation amount or type of compensation in a trade confirmation
C13: As you may have seen from the trade confirmations you reviewed, financial firms are required to
include on confirmations the amount of compensation they received from you for the transaction, but they
are not required to label their compensation in any particular way (e.g., commissions, handling fees). Select
the statement below that best reflects your point of view on this issue.

5.1%

25.2%

69.6%

The total amount of compensation is
enough for me; I don't need to know
what it is called or how it is broken
down
I would like to know what the total
compensation amount is made up of,
including the types of compensation

I am not interested in knowing the
compensation amount or type of
compensation in my confirmation

n=1,201 Figures do not add to 100% due to rounding
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Module
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At this point, half of the online survey respondents were asked a series of
questions regarding Account Statements; the section began with the display of
the exhibit shown below
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Almost two-thirds of the online survey respondents stated that they ―understood
the information somewhat,‖ with the remainder split between fully understanding
the information and not understanding it at all
C16: Please read the statement before providing your response. How well would you say you
understood the statement you just read?

I did not
understand the
information at all
16.7%

I understood the
information fully
18.9%

I understood the
information somewhat
64.3%

n=600 Note: Figures do not add to 100% due to rounding
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Just over 53% of online survey respondents correctly identified that the firm does
not always determine the Total Market Value (TMV) of a security, and 47.3%
correctly identified a statement claiming the TMV is valid only on the date of the
statement as false; for both questions, about one-quarter were unsure of the
answer
C17: Based on what you just read, please indicate whether you think the following statements are true,
false, or cannot be determined
My firm - by itself - always determines the Total Market Value of my securities

Sample size
True
False (CORRECT)
I can't tell/I don't know

600
19.1%
53.4%
27.4%

The Total Market Value of my securities is the exact price I would receive if I sold my securities, but only on
the date of the statement
Sample size
True
False (CORRECT)
I can't tell/I don't know

600
27.8%
47.3%
24.8%

Note: Figures do not add to 100% due to rounding
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Over half of online survey respondents correctly identified that the TMV is not the
exact price one would receive any day before the next statement, but fewer than half
correctly reported that the TMV very closely estimates true value; for both questions,
slightly more selected ―I can‘t tell/I don‘t know‖ than the incorrect answer
C17: Based on what you just read, please indicate whether you think the following statements are true,
false, or cannot be determined
The Total Market Value of my securities is the exact price I would receive if I sold my securities on any day
before my next account statement
Sample size
True
False (CORRECT)
I can't tell/I don't know

600
21.6%
55.2%
23.2%

The Total Market Value of my securities is a very close estimate to the true value of my securities

Sample size
True (CORRECT)
False
I can't tell/I don't know

600
44.8%
26.5%
28.7%
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Two-thirds of online survey respondents correctly understood that the TMV can
vary significantly from the true value; only 41% correctly stated that you could
not tell from the exhibit if they could sell the securities in their account at any
time (nearly as many respondents incorrectly selected ―True‖ for this question)
C17: Based on what you just read, please indicate whether you think the following statements are true,
false, or cannot be determined
The Total Market Value of my securities may vary significantly from the true value of my securities

Sample size

600
67.0%
13.3%
19.7%

Sample size

600
39.6%
19.2%
41.2%

True (CORRECT)
False
I can't tell/I don't know

I can sell the securities in my account at any time

True
False
I can't tell/I don't know (CORRECT)

155

Confirmations

Over half of the online survey respondents correctly identified that the firm may
pay a third party to determine the TMV, though 36% were unsure; 54% correctly
identified that one cannot safely rely on Estimated Annual Income to predict
exact earnings
C17: Based on what you just read, please indicate whether you think the following statements are true,
false, or cannot be determined
The firm may pay a third party to determine some or all of the Total Market Value of my securities

Sample size
True (CORRECT)
False
I can't tell/I don't know

600
51.9%
12.0%
36.1%

I can safely rely on the Estimated Annual Income shown on my statement to know exactly how much money
I will earn on my investments in any given year
Sample size
True
False (CORRECT)
I can't tell/I don't know

600
23.4%
54.1%
22.5%
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The Comprehension Index for the Total Market Value exhibit was well below the
Siegel+Gale norm of 60

Comprehension Index
My firm - by itself - always determines the Total Market Value of my
securities (FALSE)
The Total Market Value of my securities is the exact price I would receive
if I sold my securities, but only on the date of the statement (FALSE)
The Total Market Value of my securities is the exact price I would receive
if I sold my securities on any day before my next account statement
(FALSE)
The Total Market Value of my securities is a very close estimate to the
true value of my securities (TRUE)
The Total Market Value of my securities may vary significantly from the
true value of my securities (TRUE)
I can sell the securities in my account at any time (I CAN’T TELL)
The firm may pay a third party to determine some or all of the Total Market
Value of my securities (TRUE)
I can safely rely on the Estimated Annual Income shown on my statement
to know exactly how much money I will earn on my investments in any
given year (FALSE)

51.9
53.4%
47.3%
55.2%
44.8%
67.0%
41.2%
51.9%
54.1%

Note: The Comprehension Index is the average of the percent correct for each
comprehension questions asked
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Approximately 70% of the online survey respondents deemed it ―absolutely
essential‖ that the account statement include whether they can sell the securities
whenever they want to and whether they can sell the securities at their market
value
C18: Please indicate how important it is for you to have each of the following pieces of information on an
account statement

Whether I can sell the securities whenever I want to

70.9%

Whether I can sell the securities at their market value

68.9%

How the Total Market Value of my securities was
actually calculated, or what it is based on

20.1%

17.6% 11.3% 2.1%

51.7%

Whether the Total Market Value is only available on the
date of my statements, and how I can obtain a value
between account statements

44.8%

Who estimated the Total Market Value of my securities

33.8%

7.6%1.5%

33.9%

38.6%

39.2%

12.7% 1.7%

13.7% 2.9%

22.0% 5.1%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
Absolutely essential

Important, but not essential

Nice to know

n=600
Note: Figures do not add to 100% due to rounding

Completely unimportant
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Confirmations

At this point, the following information was displayed to the online survey
respondents

The following information may be presented to you as part of your account statement.
Please read the information and answer the questions that follow.

Accounts are protected in accordance with the Securities Investor Protection
Corporation (―SIPC‖) up to $500,000 (including cash claims limited to
$250,000). For details, including the SIPC brochure, please see www.sipc.com
or call 1-800-555-5555. We have arranged for additional protection for cash
and covered securities to supplement the SIPC coverage. Neither coverage
protects against a decline in the market value of securities.
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Confirmations

While 44% of the online survey respondents stated that they ―understood the
information fully,‖ almost half reported that they ―understood the information
somewhat‖
C19: Please read the statement before providing your response. How well would you say you understood
the statement you just read?
I did not understand
the information at all
6.7%

I understood the
information fully
44.3%

I understood the
information somewhat
49.0%

n=600
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Confirmations

Two-thirds of the online survey respondents correctly identified the coverage that
SIPC provides, per the information they were shown

C20: How much coverage does SIPC provide you?

Sample size
$500,000 for securities, plus $250,000 for cash
$500,000 in total, with up to $250,000 coverage for cash in my account
and the remaining amount for securities in my account (CORRECT)
I can't tell/I don't know

600
24.9%
66.7%
8.4%
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Confirmations

Based on what they read in the SIPC exhibit, 24% of the online survey
respondents indicated they would definitely obtain more information on SIPC and
almost 36% stated they would not
C21: Having read this section, which of the following statements best describes your likelihood of
obtaining more information about SIPC
While it might be a
good idea to obtain
more information about
SIPC, I still wouldn't
actually do it
7.3%
I wouldn't obtain more
information about
SIPC at this time - I
don't think it's
necessary
11.5%
I doubt I would obtain
more information on
SIPC even if I didn't
understand something
about what SIPC does
I'd contact my financial
advisor instead
17.1%

I would definitely
obtain more
information on SIPC at
this time
24.2%

I might obtain more
information on SIPC if
there were a problem
with my account
39.8%

n=600
Note: Figures do not add to 100% due to rounding
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Confirmations

Between 56 and 59 percent of the online survey respondents reported that it is
―absolutely essential‖ to have the account statement indicate what they would
have to do to get paid by SIPC and under what circumstances they would receive
a payment
C22: Please indicate how important it is for you to have each of the following pieces of information on an
account statement

What I would need to do to get paid by SIPC

59.1%

Under what circumstances I would receive a payment
from SIPC

56.2%

How I can get information about the financial firm's
supplemental protection

42.6%

23.2%

28.4%

37.2%

15.0%

13.6%

17.9%

2.8%

1.8%

2.3%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
Absolutely essential

Important, but not essential

Nice to know

n=600
Note: Figures do not add to 100% due to rounding

Completely unimportant
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Confirmations

The next set of information displayed to online survey respondents is
shown below

Here is another example of information which may be presented to you as part of your
account statement. Please read the information and answer the questions that follow.

Information about your Account Statement
We deliver statements at least four times during the calendar year for any
account with a balance. Please review your statement and report any
inaccuracies or discrepancies, inquiries, concerns or questions regarding your
brokerage account or the activity therein to us by calling 1-800-555-5555. Any
oral communication regarding inaccuracies or discrepancies should be
reconfirmed in writing to further protect your rights, including those under the
Securities Investor Protection Act (―SIPA‖). Please advise us of material
changes in your investment objectives or financial situation related to your
brokerage account(s).
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Confirmations

When asked how often they check their Account Statements for possible
mistakes, 42% of online survey respondents reported that they ―always‖ do;
almost 15% said they ―rarely‖ or ―never‖ check
C23: How often do you check your account statements for possible mistakes?

Never
3.6%
Rarely
11.3%

Always
42.0%

Sometimes
16.4%

Usually
26.8%

n=600
Note: Figures do not add to 100% due to rounding
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Confirmations

After reading the paragraph below in conjunction with the ―Information about
your Account Statement,‖ only a quarter of the online survey respondents
correctly identified hypothetical XYZ Brokers as the custodian of the securities,
and 26% correctly identified them as the party who would be responsible for
making sure the account statement accurately reflects the securities holdings
Imagine you have a securities account at ABC Brokers, where you deal with Jane Smith as your registered
representative / primary contact. You use Jane to place all of your securities orders. You receive your quarterly
and annual account statements from XYZ Brokers.
C24: Which firm has custody of the securities shown on your account statement?
Sample size
ABC Brokers
XYZ Brokers (CORRECT)
Depository Trust Company
The companies whose securities I own (as shown on my account
statement)
None of the above
I can’t tell – I don’t know

600
37.4%
24.9%
4.2%
9.1%
4.4%
19.9%

C25: If there is an error on your quarterly or annual account statement, who is responsible for making
sure your account statement accurately reflects your securities holdings?
Sample size
ABC Brokers
XYZ Brokers (CORRECT)
Depository Trust Company
The companies whose securities I own (as shown on my account
statement)
None of the above
I can’t tell – I don’t know

600
41.0%
26.2%
3.1%
5.8%
4.7%
19.2%

Note: Figures for C24 do not add to 100% due to rounding
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Confirmations

An even smaller percentage (20.9%) correctly identified hypothetical XYZ Brokers
as the party that owes the account holder the securities

Imagine you have a securities account at ABC Brokers, where you deal with Jane Smith as your registered
representative / primary contact. You use Jane to place all of your securities orders. You receive your quarterly
and annual account statements from XYZ Brokers.
C26: Who owes you your securities?

Sample size
ABC Brokers
XYZ Brokers (CORRECT)
Depository Trust Company
The companies whose securities I own (as shown on my account
statement)
None of the above
I can’t tell – I don’t know

600
35.1
20.9
4.4
13.0
5.7
20.8

Note: Figures do not add to 100% due to rounding
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Confirmations

The Comprehension Index for the ―Information about your Account Statement‖
exhibit reviewed by online survey respondents—based on three comprehension
questions about a hypothetical securities account—was significantly below the
Siegel+Gale norm of 60

Comprehension Index
XYZ Brokers has custody of the securities shown on your account
statement
XYZ Brokers is responsible for making sure your account statement
accurately reflects your securities holdings
XYZ Brokers owes you your securities

24.0
24.9%
26.2%
20.9%

Note: The Comprehension Index is the average of the percent correct for each
comprehension question asked
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Confirmations

Almost half of the online survey respondents (47.3%) reported that they would
follow up a situation where an Account Statement looks wrong with an email or
letter confirming what they had been told
C27: Imagine that you receive an account statement, and something looks wrong to you. You call your
financial advisor, and he or she assures you that what you noticed was just a typo, and that the correction
will be reflected in the next account statement. What would you be likely to do? Please check all that apply.
I would follow up with an email or letter to my advisor
confirming everything he or she told me on the phone

47.3%

I would follow up with the firm to confirm what my
advisor told me

41.2%

I would just wait for the next account statement

20.5%

I wouldn't do anything because I know my rights are
protected by SIPC

4.2%

None of the above

4.4%

0%

5% 10% 15% 20% 25% 30% 35% 40% 45% 50%

n=600
Note: Figures do not add to 100% due to multiple responses

169

Confirmations

The next set of information displayed to online survey respondents is
shown below

Here is one more example of information which may be presented to you as part of your
account statement. Please read the information and answer the questions that follow.

Information about Compensation We Receive
In addition to sales loads and 12b-1 fees described in the prospectus,
we receive other compensation in connection with the purchase and/or the
on-going maintenance of positions in certain mutual fund shares and other
investment products in your brokerage account. This additional compensation
may be paid by the mutual fund or other products in your brokerage account,
its investment advisor or one of its affiliates. Additional information about the
source(s) and amount(s) of compensation as well as other remuneration
received by us will be furnished to you upon written request.
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Confirmations

Just over a quarter of online survey respondents (25.9%) reported that they fully
understood the information in the statement, while 16.6% indicated they did not
understand the information at all
C28: How well would you say you understood the statement you just read?

I did not understand
the information at all
16.6%

I understood the
information fully
25.9%

I understood the
information somewhat
57.5%

n=600
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Confirmations

Over half of the online survey respondents correctly reported that the financial
firm does not only get paid from sales loads and 12b-1 fees, but only a third
correctly identified that additional payments to the firm do not happen only when
the client buys applicable products
C29: Based on what you just read, indicate whether each of the following statements is True or False.
The financial firm gets paid from only sales loads and 12b-1 fees

Sample size
True
False (CORRECT)
I can't tell/I don't know

600
24.7%
54.8%
20.4%

The financial firm gets additional payments based on the financial products in my account, only at the time I
buy those products

Sample size
True
False (CORRECT)
I can't tell/I don't know

600
38.3
33.3
28.4

Note: Figures for C29 do not add to 100% due to rounding
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Confirmations

Almost two-thirds of online survey respondents (63.6%) correctly identified that
the firm can get additional payments after clients‘ initially purchase certain
products, and over half (52.1%) correctly identified that the breakdown of
additional payments will not appear on one‘s regular account statement; for each
question, about one-quarter were unsure of the answer
C29: Based on what you just read, indicate whether each of the following statements is True or False.
The financial firm can get additional payments based on the financial products in my account, after my initial
purchase of those products

Sample size

True (CORRECT)
False
I can't tell/I don't know

600
63.6%
11.6%
24.8%

The breakdown of the additional payments the financial firm receives will appear in my regular account
statements

Sample size
True
False (CORRECT)
I can't tell/I don't know

600
23.0%
52.1%
24.9%
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Confirmations

The Comprehension Index for the ―Information about the Compensation We
Receive‖ statement was below the Siegel+Gale norm of 60

Comprehension Index
The financial firm gets paid from only sales loads and 12b-1 fees (FALSE)
The financial firm gets additional payments based on the financial
products in my account, only at the time I buy those products (FALSE)
The financial firm can get additional payments based on the financial
products in my account, after my initial purchase of those products
(TRUE)
The breakdown of the additional payments the financial firm receives will
appear in my regular account statements (FALSE)

51.0
54.8%
33.3%
63.6%
52.1%

Note: The Comprehension Index is the average of the percent correct for each
comprehension question asked
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Confirmations

Approximately 40% of the online survey respondents reported they would be
―very interested‖ in wanting more information about the sources and amounts of
compensation received by their investment firm
C30: Having read this section, how interested are you in wanting more information about the sources and
amounts of compensation received by your investment firm?

I am not at all
interested
12.5%

I am very interested
39.9%

I am somewhat
interested
47.6%

n=600
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Confirmations

Among online survey respondents who were very or somewhat interested in
wanting more information about the sources and amounts of compensation
received by their investment firm, 58.9% indicated they would want this
information prior to beginning a relationship with the company or advisor

C31: When would you want to know this information?
Before I begin my relationship with a
financial advisor or company

58.9%

At the time I consider each transaction

43.8%

When I get a confirmation or account
statement, which is at some point after a
transaction

20.6%

Some other time

5.1%

I don't know

5.6%

0%

10%

20%

30%

40%

50%

60%

70%

n=524. Sample is comprised of individuals who were very or somewhat interested in wanting more information about the sources
and amounts of compensation received by their investment firm
Note: Figures do not add to 100% due to multiple responses
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Confirmations

Between 43 and 48 percent of the online survey participants reported that they
would be ―extremely likely‖ to take various steps to obtain more information
about the sources and amounts of compensation their firm receives
C32: Please indicate how likely you would be to do the following to obtain more information about the
sources and amounts of compensation received by your firm.

Visit a specified location on the firm's website

47.7%

41.6%

10.6%

Submit a request on the firm's website

44.4%

40.5%

15.1%

Make a phone call to the firm to request the information

43.7%

40.8%

15.5%

Send a written request to the firm by e-mail or letter

42.9%

Check a box on a written form (attached to the account
statement) and mail that form

42.8%

36.6%

44.5%

20.6%

12.7%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
Extremely likely

Somewhat likely

Not likely at all

n=600
Note: Figures do not add to 100% due to rounding
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Sweep Accounts
Module

178

Confirmations

The half of the online survey respondents who were not asked the Account
Statement questions were asked a series of questions regarding Sweep
Accounts; these questions began with the exhibit below being shown
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Confirmations

Only 22 to 29 percent of online survey respondents reported ―fully‖ understanding
any of the following regarding the Sweep Accounts text they were shown

C34: Based on the text you just read, how well would you say you understand the following?

What a Bank Sweep Account is

29.3%

What a Bank Sweep Account is used for

27.5%

How a Bank Sweep Account works (in conjunction with
your other accounts at this bank)

22.2%

49.8%

49.3%

52.6%

20.9%

23.2%

25.2%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
I understand this fully

I understand the basics of this

I don't understand this at all

n=601
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Confirmations

While 64% of online survey participants identified that their FDIC coverage is akin
to opening a bank account with hypothetical ABC Bank, only 36.3% correctly
identified ABC Bank as the party who would owe the customer his or her cash
C35: Assume you participate in the Bank Deposit Sweep at ABC Bank, who owes you your cash?

Sample size
BD Brokers
ABC Bank (CORRECT)
I can't tell/I don't know

601
35.3%
36.3%
28.4%

C36: BD Brokers states the Bank Deposit Sweep is insured by the FDIC. What do you understand this
statement to mean?

Sample size
My cash in the Bank Deposit Sweep may be insured by the FDIC if BD
Brokers follows FDIC rules governing bank sweep deposit accounts
My cash in the Bank Deposit Sweep is insured by the FDIC in the same
manner as if I were to open a bank account at ABC Bank (CORRECT)
I can't tell/I don't know

601
22.3%
64.0%
13.7%
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Confirmations

There was considerable confusion regarding automatic money transfer, with less
than 45% correct responses and nearly 30% of respondents indicating they were
unsure of the answer; however, 80% correctly reported that the Sweep Account is
FDIC insured
C38: Based on what you just read, please indicate whether you think the following statements are true,
false, or cannot be determined
A Bank Sweep Account automatically transfers money I have from certain accounts into other types of
accounts which generally offer a better rate of interest

Sample size

601
44.6%
25.5%
29.9%

Sample size

601
80.0%
6.7%
13.3%

True (CORRECT)
False
I can't tell/I don't know

The Bank Sweep Account is FDIC insured

True (CORRECT)
False
I can't tell/I don't know
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Confirmations

Fewer than a quarter of online survey respondents (24.3%) correctly answered a
question about FDIC coverage across multiple accounts with the same broker or
bank; just over half (51.8%) correctly identified that they would not receive
notification from the Bank if their account exceeds the FDIC limits
C38: Based on what you just read, please indicate whether you think the following statements are true,
false, or cannot be determined
So long as my Bank Sweep Account balance, by itself, is below the FDIC limit, it will be FDIC insured and
this is true even if I have other accounts through the same broker or at the same bank

Sample size
True
False (CORRECT)
I can't tell/I don't know

601
55.8%
24.3%
20.0%

The Bank will notify me when my Bank Sweep Account balance exceeds the FDIC limits

Sample size
True
False (CORRECT)
I can't tell/I don't know

601
24.8%
51.8%
23.4%

Note: Figures may not add to 100% due to rounding
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Confirmations

The Comprehension Index for the ―Sweep Accounts: Operations‖ exhibit was
below the Siegel+Gale norm of 60

Comprehension Index
ABC Bank owes you your cash
My cash in the Bank Deposit Sweep is insured by the FDIC in the same
manner as if I were to open a bank account at ABC Bank
A Bank Sweep Account automatically transfers money I have from certain
accounts into other types of accounts which generally offer a better rate of
interest (TRUE)
The Bank Sweep Account is FDIC insured (TRUE)
So long as my Bank Sweep Account balance, by itself, is below the FDIC
limit, it will be FDIC insured and this is true even if I have other accounts
through the same broker or at the same bank (FALSE)
The Bank will notify me when my Bank Sweep Account balance exceeds
the FDIC limits (FALSE)

50.2
36.3%
64.0%
44.6%
80.0%
24.3%
51.8%

Note: The Comprehension Index is the average of the percent correct for each
comprehension question asked
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Confirmations

Seven in ten online survey respondents stated that it would be ―absolutely
essential‖ for BD Brokers to state that the Bank Deposit Sweep is FDIC insured

C37: How important would you say it is for BD Brokers to state that the Bank Deposit Sweep is FDIC insured?

Completely
unimportant
2.9%
Nice to know, but not
important
6.9%

Important, but not
essential
20.3%
Absolutely essential
69.9%

n=601
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Confirmations

The next exhibit displayed to online survey respondents is shown below
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Confirmations

Over 70% of online survey respondents (70.7%) stated that they somewhat
understood the information in this exhibit; the remaining respondents were split
between understanding the information fully and not understanding it at all
C39: Please read the statement before providing your response. How well would you say you understood
the statement you just read?

I did not understand
the information at all
13.7%
I understood the
information fully
15.6%

I understood the
information somewhat
70.7%

n=601
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Confirmations

Over 40% of online survey respondents (41.7% and 46.7%, respectively)
incorrectly indicated two statements about Sweep Accounts were true—that Bank
Sweep Account statements would be received separately and that statements for
other accounts at the same bank will include Sweep Account information
C40: Based on what you just read, please indicate whether you think the following statements are true,
false, or cannot be determined
I will receive a statement for my Bank Sweep Account, separate from the statement I receive for my other
accounts at this bank
Sample size
True
False (CORRECT)
I can't tell/I don't know

601
41.7%
27.9%
30.4%

My statement for other accounts I have at this bank will include information about my Bank Sweep Account

Sample size
True
False (CORRECT)
I can't tell/I don't know

601
46.7%
24.4%
28.9%
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Confirmations

Fewer than half of online survey respondents were able to correctly identify two
statements about Bank Sweep Account interest as false; 43% correctly indicated
interest would not be calculated monthly and 49.4% correctly indicated interest
rates are not fixed for 12 months
C40: Based on what you just read, please indicate whether you think the following statements are true,
false, or cannot be determined
The interest earned on my Bank Sweep Account is calculated on a monthly basis

Sample size
True
False (CORRECT)
I can't tell/I don't know

601
35.7%
43.0%
21.3%

The interest rates shown in the fee schedule are fixed (and cannot change) for 12 months

Sample size
True
False (CORRECT)
I can't tell/I don't know

601
27.5%
49.4%
23.1%
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Confirmations

Almost two-thirds of online survey respondents (66.1%) were able to correctly
identify that the interest earned will depend on the balance in the account, but
only 35.4% correctly identified a statement about getting the same interest and
APY for a mid-month withdrawal as false
C41: Suppose you have $20,000 in a Bank Sweep Account. Based on the information in the statement,
please indicate whether you think the following statements are true, false, or cannot be determined
The interest I earn will depend on the balance I have in my account each day

Sample size
True (CORRECT)
False
I can't tell/I don't know

601
66.1%
8.7%
25.2%

If I make a withdrawal of all the money in this account in the middle of the month, I should still get 0.15%
interest and the same APY over the course of the year, so long as I have all the money back in the
account by the end of each month

Sample size
True
False (CORRECT)
I can't tell/I don't know

601
24.0%
35.4%
40.6%
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Confirmations

Only 13.1% of online survey respondents correctly indicated a statement about
the account size requirements for a 0.15% interest rate as false; however,
nearly 40% correctly identified that interest rates are not determined by one‘s
balance on the first day of the month
C41: Suppose you have $20,000 in a Bank Sweep Account. Based on the information in the statement,
please indicate whether you think the following statements are true, false, or cannot be determined
The interest rate of 0.15% will apply to my BSA so long as I have $5,000 to $49,000 in the account

Sample size
True
False (CORRECT)
I can't tell/I don't know

601
51.2%
13.1%
35.7%

Whatever my balance is on the first day of the month is what determines my interest rate for that month

Sample size
True
False (CORRECT)
I can't tell/I don't know

601
24.6%
39.9%
35.4%

Note: Figures may not add to 100% due to rounding
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Confirmations

The Comprehension Index for the ―Sweep Accounts: Statements, Interest and
Fees‖ exhibit was significantly below the Siegel+Gale norm of 60

Comprehension Index
I will receive a statement for my Bank Sweep Account, separate from the
statement I receive for my other accounts at this bank (FALSE)
My statement for other accounts I have at this bank will include
information about my Bank Sweep Account (FALSE)
The interest earned on my Bank Sweep Account is calculated on a
monthly basis (FALSE)
The interest rates shown in the fee schedule are fixed (and cannot
change) for 12 months (FALSE)
The interest I earn will depend on the balance I have in my account each
day (TRUE)
If I make a withdrawal of all the money in this account in the middle of the
month, I should still get 0.15% interest and the same APY over the course
of the year, so long as I have all the money back in the account by the end
of each month (FALSE)
The interest rate of 0.15% will apply to my BSA so long as I have $5,000
to $49,000 in the account (FALSE)
Whatever my balance is on the first day of the month is what determines
my interest rate for that month (FALSE)

37.4
27.9%
24.4%
43.0%
49.4%
66.1%

35.4%

13.1%
39.9%

Note: The Comprehension Index is the average of the percent correct for
each comprehension question asked
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Confirmations

Online survey respondents were then shown a final exhibit regarding
Bank Sweep Accounts, displayed below
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Confirmations

One in five online survey respondents indicated they understood the information in
the final Bank Sweep Account exhibit fully; about two-thirds (66.4%) understood
the information somewhat and 13.6% did not understand the information at all
C41: Please read the statement before providing your response. How well would you say you understood
the statement you just read?

I did not understand
the information at all
13.6%
I understood the
information fully
20.0%

I understood the
information somewhat
66.4%

n=601
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Confirmations

About 60% of online survey respondents correctly identified that funds can be
withdrawn from a Bank Sweep Account (59.8%), but only by the bank (60.4%)

C43: Based on what you just read, please indicate whether you think the following statements are true,
false, or cannot be determined

Funds can never be withdrawn from my Bank Sweep Account--by the bank or by me

Sample size
True
False (CORRECT)
I can't tell/I don't know

601
20.5%
59.8%
19.6%

Only the bank can withdraw funds from my Bank Sweep Account; I cannot do it myself

Sample size
True (CORRECT)
False
I can't tell/I don't know

601
60.4%
19.8%
19.8%

Note: Figures may not add to 100% due to rounding
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Confirmations

Half or more online survey respondents correctly identified that they cannot
access/withdraw Bank Sweep Account funds (55.7%) and that debt related to
other accounts with the same bank may impact their BSA balance (50%)
C43: Based on what you just read, please indicate whether you think the following statements are true,
false, or cannot be determined

I can access and withdraw the funds in my Bank Sweep Account whenever I choose; it is all my money so I
should have access to it
Sample size
True
False (CORRECT)
I can't tell/I don't know

601
23.9%
55.7%
20.5%

Any debt I owe the Bank in relation to other accounts I have with them will not impact the balance I have in
my Bank Sweep Account
Sample size
True
False (CORRECT)
I can't tell/I don't know

601
24.9%
50.0%
25.1%

Note: Figures may not add to 100% due to rounding
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Confirmations

Just over 54% of online survey respondents correctly indicated that transferred
funds are not available in one‘s Bank Sweep Account on the same day

C43: Based on what you just read, please indicate whether you think the following statements are true,
false, or cannot be determined

Once I transfer funds into my Bank Sweep Account, they are available on the same day

Sample size
True
False (CORRECT)
I can't tell/I don't know

601
21.2%
54.2%
24.6%
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Confirmations

The Comprehension Index for the ―Sweep Accounts: Withdrawals‖ exhibit was
slightly below the Siegel+Gale norm of 60

Comprehension Index
Funds can never be withdrawn from my Bank Sweep Account--by the
bank or by me (FALSE)
Only the bank can withdraw funds from my Bank Sweep Account; I cannot
do it myself (TRUE)
I can access and withdraw the funds in my Bank Sweep Account
whenever I choose; it is all my money so I should have access to it
(FALSE)
Any debt I owe the Bank in relation to other accounts I have with them will
not impact the balance I have in my Bank Sweep Account (FALSE)
Once I transfer funds into my Bank Sweep Account, they are available on
the same day (FALSE)

56.0
59.8%
60.4%
55.7%
50.0%
54.2%

Note: The Comprehension Index is the average of the percent correct for
each comprehension question asked
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Additional details on methodology for Mutual Fund Summary Prospectus module

+ Online survey respondents who qualified for and were assigned to the Summary
Prospectus survey branch began the survey by answering questions about information
sources for mutual fund investors. This included questions about their experience with
Statutory and Summary Prospectuses.
‒

‒

A Prospectus (also referred to as a Statutory Prospectus) for a mutual fund contains
information, such as the fund’s investment objectives or goals, principal strategies for
achieving those goals, principal risks of investing in the fund, fees and expenses, and past
performance. The Statutory Prospectus also identifies the mutual fund’s managers and
advisers and describes its organization and how to purchase and redeem shares.
A Summary Prospectus is a concise summary (4-8 pages in length) of the information in
the Statutory Prospectus.

+ Those who recalled receiving a Statutory Prospectus and/or a Summary Prospectus
were asked series of questions about the respective document(s).
+ In the next section of the survey, all respondents—regardless of whether they recalled
receiving a Summary Prospectus—answered a series of questions about one of three
example Summary Prospectuses. The example Summary Prospectuses were
redacted versions of three actual mutual fund Summary Prospectuses. These three
examples were selected in order to provide a representative mix of different formats
for Summary Prospectuses.
+ Online survey respondents were able to reference the example Summary Prospectus
as they answered all questions related to it.
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About half of respondents cited financial advisor/broker (51.4%) and the Internet/
computer (48.7%) as main sources of information used in deciding whether to
invest in mutual funds; less than one-quarter (24.6%) selected a mutual fund
prospectus as a main source of information
S1: What are the main sources of information that you use in deciding whether to invest in mutual funds?
Check all that apply.
Financial advisor/broker

51.4%

Internet/computer

48.7%

Friends/family

35.7%

Magazines/newspapers

26.6%

Mutual fund prospectus

24.6%

Mutual fund shareholder report

21.8%

Newsletters

13.9%

None

4.8%

Other (Please specify):

2.6%

I don't know

1.5%
0%

10%

20%

30%

40%

50%

60%

n=1,201
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Comments from online survey respondents about what sources they use in
deciding whether to invest in mutual funds

S1: What are the main sources of information that you use in deciding whether to invest in mutual funds?

+ Media outlets
‒
‒
‒
‒
‒

―CNBC.‖
―MSNBC.‖
―Talk radio.‖
―TV.‖
―Business channels.‖

+ Personal research
‒
‒
‒

―Information from internet.‖
―My own research.‖
―Research—personal.‖

+ Financial firms
‒
‒

―Vanguard Brokerage.‖
―Morningstar and other rating systems.‖

+ Books
‒
‒

―Mutual funds for dummies.‖
―Books.‖

n=31
Sample comprised of respondents who selected ―Other‖ in S1
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When asked to name the most important source of information for mutual fund
investment decision-making, 41.3% of online survey respondents indicated
financial advisor/broker and 21.4% of online survey respondents indicated
Internet/computer
S2: Which of these sources is most important to you in making an investment decision?

I don't know
3.0%
Mutual fund
shareholder report
4.4%
None
5.8%

Magazines/
newspapers
2.7%

Newsletters
1.5% Other
1.5%

Mutual fund
prospectus
6.2%

Financial
advisor/broker
41.3%

Friends/family
12.1%

Internet/computer
21.4%
n=1,201
Note: Figures do not add to 100% due to rounding
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While 78.2% of respondents recalled receiving a Statutory Prospectus for a
mutual fund, approximately 48.7% recalled receiving a Summary Prospectus;
22.3% did not know whether they had received a Summary Prospectus

S3: Have you ever received or obtained a
Prospectus for a mutual fund?

S11: Have you ever received or obtained a
Summary Prospectus for a mutual fund?

I don't
know
6.3%
I don't
know
22.3%

No
15.5%

Yes
48.7%

Yes
78.2%

n=1,201

No
29.0%

n=1,201
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When shown a sample Summary Prospectus for reference, one-third of those
who indicated they had not or were unsure whether they had received a Summary
Prospectus recalled having received/obtained one

S12: Now that you have seen a sample Summary Prospectus, do you recall
ever having received or obtained a Summary Prospectus for a mutual fund?

I don't know
10.6%
Yes
33.0%

No
56.5%

n=621
Sample comprised of respondents who answered ―No‖ or ―I don’t know‖ to S11
Note: Figures do not add to 100% due to rounding
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More than half of the online survey respondents who recalled receiving a
Statutory Prospectus or Summary Prospectus most recently received one within
the past year (73.2% for Statutory Prospectus, 72.5% for Summary Prospectus)

S4: When did you most recently receive or obtain a
Prospectus? Your best estimate is fine.

S13: When did you most recently receive or obtain a
Summary Prospectus? Your best estimate is fine.

I don't
know
1.9%

I don't
know
3.0%

More
than a
year ago
25.0%

More
than a
year ago
24.5%

Within the
past year
72.5%

Within the
past year
73.2%

n=933
Sample comprised of respondents who recalled receiving
or obtaining a Statutory Prospectus in S3

Note: Statutory Prospectus figures do not add to 100% due to rounding

n=787
Includes respondents who recalled receiving or obtaining a
Summary Prospectus either in S11 or after seeing an
example for reference in S12
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When asked how often they read a prospectus, 55.7% of online survey
respondents indicated that they generally read Statutory Prospectuses, and
61.9% reported that they generally read Summary Prospectuses

S5: How often do you read a Prospectus when
you receive one? Would it be...

S14: How often do you read a Summary
Prospectus when you receive one? Would it be...

• Always, Very frequently or Frequently = 55.7%
• Rarely, Very rarely or Never = 44.3%

• Always, Very frequently or Frequently = 61.9%
• Rarely, Very rarely or Never = 38.1%

Very
rarely
12.0%

Never
8.7%

Always
16.9%

Very
frequently
17.5%
Rarely
23.6%

Very
rarely
10.7%

Never
7.0%

Always
17.6%

Very
frequently
16.5%

Rarely
20.4%

Frequently

Frequently

21.2%

27.8%

n=933
Includes respondents who recalled receiving or obtaining a
Statutory Prospectus in S3
Note: Statutory Prospectus figures do not add to 100% due to rounding.
Summary figures may not reflect charted figures due to rounding.

n=787
Includes respondents who recalled receiving or obtaining a
Summary Prospectus either in S11 or after seeing an
example for reference in S12
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The charts below show the distribution of the frequency with which online survey
respondents read a Statutory Prospectus or a Summary Prospectus

S6: How many times in the last year have you read a Prospectus? Your best estimate is fine.
S15: How many times in the last year have you read a Summary Prospectus? Your best estimate is fine.

0.6%

Statutory Prospectus
n=361*

12.1%

21.6%

17.9%

11.7%

22.6%

10.5% 3.0%

0.5%

Summary Prospectus
n=353*

19.4%

0%
None

10%
1

22.0%

20%
2

30%
3

4

16.7%

40%
5-9

50%

10 or more

11.6%

60%

70%

17.4%

80%

8.0% 4.2%

90%

100%

I don't remember/
I don't know

*Sample is comprised of respondents who recall receiving a Statutory Prospectus or Summary Prospectus in
the past year and selected Always, Very Frequently or Frequently with regards to how often they read one
Note: Summary Prospectus figures do not add to 100% due to rounding
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Respondents cited complexity, length and boringness as the top three reasons
for not reading the Statutory Prospectus and complexity, reliance on a
broker/financial advisor and length for as the top three reasons for not reading a
Summary Prospectus; about one-third of all respondents cited reliance on a
broker/financial advisor as reasons for not reading the documents
S7: Why do you not read Prospectuses more frequently? Check all that apply.
S16: Why do you not read Summary Prospectuses more frequently? Check all that apply.
43.7%

They are too complicated
34.5%
33.4%
32.8%

I rely on a broker or other financial advisor
They are too long

30.7%

They are too boring

57.3%

51.4%
44.0%

24.4%
21.3%
23.6%
25.9%
15.1%
21.8%
12.0%
13.6%

I don't plan to make any changes in my investments
I do not have time to read them
The print is too small
I prefer to use other resources

4.4%
4.2%
3.9%
1.2%
3.4%
6.7%
1.2%
1.4%

Other (Please specify):
The documents are not detailed enough
I don't trust the information
I don't know
0%

Summary Prospectus

10%

20%

30%

40%

50%

60%

70%

Statutory Prospectus

n=423 for Statutory Prospectus, n=308 for Summary Prospectus*
*Sample comprised of respondents who recall receiving a Statutory Prospectus or Summary Prospectus and selected Rarely,
Very Rarely, or Never with regards to how often they read one.
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Comments from online survey respondents about why they do not read Statutory
Prospectuses more frequently

S7. Why do you not read Prospectuses more frequently?

Respondents who selected ―other‖ provided some reasons for not reading more frequently:
+ Difficult to understand
‒
‒
‒
‒

―Difficult to comprehend.‖
―Don't understand them.‖
―I don't quite understand them.‖
―I don't understand them.‖

+ Lack of time
‒

―Limited time available.‖

+ Not relevant
‒
‒

―I select investments carefully and then leave them alone to let them grow.‖
―They are too complicated and outdated by the time I receive them. I can get all that info online in real time.‖

n=18
Sample comprised of respondents who selected ―Other‖ in S7
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Comments from online survey respondents about why they do not read Summary
Prospectuses more frequently

S16: Why do you not read Summary Prospectuses more frequently?

Respondents who selected ―other‖ provided some reasons for not reading more frequently:
+ Difficult to understand
‒
‒
‒
‒
‒
‒

―Difficult to comprehend.‖
―I never understand what they mean.‖
―Don't understand it very well.‖
―Need to be an attorney to understand them.‖
―Hard to understand.‖
―I don‘t understand what I am reading.‖

+ Someone else reads them
‒
‒
‒

―I rely on my husband to read them.‖
―My husband reads them.‖
―My spouse takes care.‖

+ Not relevant
‒

―I like the way my funds and investment are doing now so I leave it be for time being.‖

n=15
Sample comprised of respondents who selected ―Other‖ in S16
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Those who generally do not read Statutory Prospectuses and Summary
Prospectuses indicated they typically dispose of them (75.7% for Statutory
Prospectus, 66.7% for Summary Prospectus)
S8: What do you typically do with Prospectuses
when you receive them?

I don't
know
0.4%

Other
2.2%

S17: What do you typically do with Summary
Prospectuses when you receive them?

Other
1.4%

I retain
them for
future use
21.7%

I don't
know
0.7%

I retain
them for
future use
31.3%
I dispose
of them
66.7%

I dispose
of them
75.7%

n=423

n=308
Note: Figures do not add to 100% due to rounding

Sample comprised of respondents who recall receiving a Statutory Prospectus or Summary Prospectus and selected Rarely, Very
Rarely, or Never with regards to how often they read one.
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On average, 52.8% of online survey respondents indicated they spend 10 minutes
or more reading a Statutory Prospectus, versus 45.9% of online survey respondents
for Summary Prospectuses
S9: On average, how much time do you spend reading a Prospectus when you receive it?
S18: On average, how much time do you spend reading a Summary Prospectus when you receive it?
< 10 min*
Statutory Prospectus

10 min +

0.3%

3.5% 18.4%

25.1%

32.1%

14.7%

6.0%
43.4%

52.8%

n=849**

Summary Prospectus

2.2%

0.7%

18.0%

33.2%

30.3%

10.0% 5.5%
51.2%

45.9%

n=728**

0%

10%

20%

30%

40%

50%

60%

70%

80%

None

Less than 3 minutes

At least 3 but less than 10 minutes

At least 10 but less than 30 minutes

At least 30 minutes but less than an hour

1 hour or more

90%

100%

I don't know

* ―< 10 min‖ and ―10 min +‖ figures do not add to 100% because they exclude ―None‖ and ―I don’t know‖
**Sample is comprised of respondents who recall receiving a Statutory Prospectus or Summary Prospectus
and did not select ―Never‖ with regards to how often they read one
Note: Figures do not add to 100% due to rounding
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Approximately 65.3% of online survey respondents who recall receiving or
obtaining Statutory Prospectuses and approximately 69.8% of those who recall
receiving or obtaining Summary Prospectuses have never looked at one online
S10: Have you ever looked at a Prospectus
online?

S19: Have you ever looked at a Summary
Prospectus online?

I don't
know
1.7%

I don't
know
1.4%

Yes
28.7%

Yes
32.9%

No
65.3%

No
69.8%

n=933

n=787

Sample comprised of respondents who recalled receiving
or obtaining a Statutory Prospectus in S3

Sample comprised of respondents who recalled receiving
or obtaining a Summary Prospectus either in S11 or after
seeing an example for reference in S12

Note: Figures do not add to 100% due to rounding
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Online survey respondents most frequently selected performance as information
they typically look for from mutual fund Summary Prospectuses (83.0%); costs,
risks, and investment objectives and strategies were among the next most
selected items, with 65.5%–59.2%
S20: What information do you typically look for when you read a Summary Prospectus? Check all that apply.

Performance

83.0%

Costs

65.5%

Risks

62.0%

Investment objectives and strategies

59.2%

Tax consequences

33.0%

Payments to broker-dealers or other financial
professionals

28.9%

Fund managers

24.8%

How to buy or sell shares

21.1%

Other

1.1%

I don't know

1.8%
0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

n=1,201
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The next section of the report compares online survey respondents‘ perceptions
of Summary Prospectuses (where applicable) before they saw an example of one
to their perceptions of one of three example Summary Prospectuses after
reviewing one

+ Respondents’ perceptions of Summary Prospectuses before they saw an
example of one (―Before‖) were derived from a series of questions about
Summary Prospectuses
‒ Example question (S22): ―How difficult is it to understand the language used in a
Summary Prospectus? In general, would you say it is…‖
‒ The group of respondents who were asked this series of questions consisted of
those who recalled receiving or obtaining a Summary Prospectus for a mutual fund
in S11 (n=539). This group excluded those who did not recall receiving or obtaining
a Summary Prospectus and who were prompted with an example of one.

+ The full sample of n=1,201 was then split into three parts; each portion was
shown an example Summary Prospectus and asked a series of questions
about it
‒ Example question (S30): ―How difficult is it to understand the language used in the
[name of fund] Summary Prospectus? In general, would you say it is…‖

+ Where respondents’ perceptions before they viewed an example are not
applicable (i.e., questions asked only about the specific examples and not
about Summary Prospectuses in general), results shown are a comparison
among the three examples only
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Example Summary Prospectus exhibits (1 of 3)

―Petunia Core Equity‖ Summary Prospectus (4 pages)

Full view of exhibit available in Summary Prospectus Appendix 2; see pages A40-A41

219

Summary Prospectus

Example Summary Prospectus exhibits (2 of 3)

―Gardenia‖ Summary Prospectus (8 pages)

Full view of exhibit available in Summary Prospectus Appendix 2; see pages A42-A45
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Example Summary Prospectus exhibits (3 of 3)

―Hydrangea Bush‖ Summary Prospectus (4 pages)

Full view of exhibit available in Summary Prospectus Appendix 2; see pages A46-A47
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Online survey respondents had consistent opinions of what information was
most important; fees/expenses and fund performance were considered important
by over 75% across all exhibits (1 of 2)
S28: What information in the Summary Prospectus would be important to you if you were considering investing
in the fictional fund?
Average*
80.6%
80.4%
81.8%

Fees and expenses of the fund

76.8%
77.4%
76.3%

Performance of the fund
62.6%
61.0%
59.1%

Principal risks

56.6%
52.9%
54.1%

Investment objective

Investment strategies

Tax information

80.9%

76.8%

60.9%

54.5%

48.7%
48.1%
45.1%

47.3%

47.0%
44.9%
45.1%

45.7%

0.0% 10.0% 20.0% 30.0% 40.0% 50.0% 60.0% 70.0% 80.0% 90.0%
Hydrangea (n=400)

Gardenia (n=400)

Petunia (n=401)

*Average calculated as the average of the percentage results across the three Summary Prospectus documents
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Online survey respondents had consistent opinions of what information was
important; portfolio turnover and information on the fund‘s portfolio management
were considered less important across all exhibits (2 of 2)
S28: What information in the Summary Prospectus would be important to you if you were considering investing
in the fictional fund?
Average*
46.2%

Purchase and sale of fund shares

38.0%
37.7%
34.1%
37.5%
35.4%

Payments to broker/dealers and other financial
intermediaries

34.3%
28.8%
35.2%

Portfolio turnover

28.0%
25.6%
27.4%

Information on the fund's portfolio management

Other

35.7%

32.8%

27.0%

5.3%
5.0%
3.7%

I don't know

40.6%

4.7%

1.0%
0.7%
1.2%

1.0%

0.0% 10.0% 20.0% 30.0% 40.0% 50.0% 60.0% 70.0% 80.0% 90.0%
Hydrangea (n=400)

Gardenia (n=400)

Petunia (n=401)

*Average calculated as the average of the percentage results across the three Summary Prospectus documents
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When asked about Summary Prospectuses, before reviewing an example, a higher
proportion of online survey respondents cited difficulty with finding information than
when asked about finding information in three specific example Summary
Prospectuses; over 60% of those who reviewed the Petunia and Hydrangea Bush
examples found it ―not at all difficult‖ to find information, although 8.2% of those
who reviewed the Gardenia example found it ―very difficult‖
S21/S29: When you read the Summary Prospectus, how difficult is it to find information you need?
In general, would you say it is...

Very difficult
Somewhat difficult†
Net difficult†
Not at all difficult†
I don't know
Sample size

Before

After

5.8%
50.1%
55.9%
43.1%
1.1%

5.7%
35.7%
41.4%
56.5%
2.1%

539*

1,201

After by example Summary Prospectus:
Hydrangea
Petunia
Gardenia
Bush
4.0%
8.2%
5.1%
33.8%
42.7%
30.6%
37.8%
50.9%
35.7%
61.0%
47.4%
61.1%
1.3%
1.7%
3.3%
401

400

400

―Before‖ Summary Prospectus questions referred to ―a Summary Prospectus…‖ or ―Summary Prospectuses,‖ while ―After‖
questions referred to the name of the Fund (e.g., ―the Gardenia Summary Prospectus‖)
―After‖ figures calculated as the average of the percentage results across the three Summary Prospectus documents
† Difference

between Before and After results are statistically significant at the 95% confidence interval

*Sample comprised of respondents who recalled receiving a Summary Prospectus (without being shown an example) in S11
Note: Before, Petunia and Hydrangea Bush figures do not add to 100% due to rounding
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Similarly, a higher proportion of online survey respondents cited difficulty with
understanding the language of Summary Prospectuses (before reviewing an
example) than when asked about language in three specific example Summary
Prospectuses; over 50% of those who reviewed the Petunia and Hydrangea Bush
examples found it ―not at all difficult‖ to understand the language, but 11.9% of
those who reviewed the Gardenia example found it ―very difficult‖
S22/S30: How difficult is it to understand the language used in the Summary Prospectus? In general,
would you say it is...

Very difficult
Somewhat difficult†
Net difficult†
Not at all difficult†
I don't know
Sample size

Before

After

8.8%
57.1%
65.9%
34.1%
0.0%

8.9%
43.2%
52.1%
46.1%
1.8%

539*

1,201

After by example Summary Prospectus:
Hydrangea
Petunia
Gardenia
Bush
7.8%
11.9%
7.1%
40.1%
49.6%
39.8%
47.9%
61.5%
46.9%
50.1%
36.7%
51.4%
2.0%
1.7%
1.8%
401

400

400

―Before‖ Summary Prospectus questions referred to ―a Summary Prospectus…‖ or ―Summary Prospectuses,‖ while ―After‖
questions referred to the name of the Fund (e.g., ―the Gardenia Summary Prospectus‖)
―After‖ figures calculated as the average of the percentage results across the three Summary Prospectus documents
† Difference

between Before and After results are statistically significant at the 95% confidence interval

*Sample comprised of respondents who recalled receiving a Summary Prospectus (without being shown an example) in S11
Note: Gardenia and Hydrangea Bush figures do not add to 100% due to rounding.
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The proportion of online survey respondents who said a Summary Prospectus
contained ―the right amount‖ of information was 14.0% higher among those who
had reviewed a specific example vs. those who responded before reviewing an
example (68.4% vs. 54.4%); over 60% of who read the Gardenia example and over
70% each of those who read the Petunia and Hydrangea Bush examples felt the
document contained ―the right amount‖ of information
S23/S31: With regards to the amount of information contained in the Summary Prospectus, in general
would you say there is...

Too much†
The right amount†
Not enough†
I don't know
Sample size

Before

After

26.5%
54.4%
12.0%
7.0%

17.3%
68.4%
7.5%
6.8%

539*

1,201

After by example Summary Prospectus:
Hydrangea
Petunia
Gardenia
Bush
14.3%
24.5%
13.1%
71.3%
62.4%
71.5%
8.0%
6.4%
8.1%
6.5%
6.7%
7.3%
401

400

400

―Before‖ Summary Prospectus questions referred to ―a Summary Prospectus…‖ or ―Summary Prospectuses,‖ while ―After‖
questions referred to the name of the Fund (e.g., ―the Gardenia Summary Prospectus‖)
―After‖ figures calculated as the average of the percentage results across the three Summary Prospectus documents
† Difference

between Before and After results are statistically significant at the 95% confidence interval

*Sample comprised of respondents who recalled receiving a Summary Prospectus (without being shown an example) in S11
Note: Before and Petunia figures do not add to 100% due to rounding.
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Before reviewing an example online, survey respondents generally agreed that
Summary Prospectuses highlight important information (69.9% agreement) and
are well organized (60.1% agreement); 56.9% also agreed that they contain too
much legal jargon
S24: For each statement below, mark the extent to which you agree or disagree. Note: Statements marked
with an asterisk (*) are framed opposite to the other statements in the list.

Summary Prospectuses...

Net Disagree

35.8%

24.2

11.6

are user friendly

9.8%

7.1 2.7

highlight important
information

12.3%

11.1 1.2

are well organized

10.9

7.8

are clear and concise

31.1%

24.2

6.9

are written in language I
understand

21.7%
75

10.9

15.6 6.1

50

25

are missing key
information*

14.8

42.0%

31.8

47.7%

32.8

22.0%

20.4

0
Strongly disagree

60.1%

46.6

5.4 16.5

contain too much legal
jargon*

0

Somewhat disagree

10.2

69.9%

49.4

13.5

21.7

30.1

39.9%

29.0

20.5

29.6%

41.0%

Net Agree

Strongly agree

56.9%

36.5

50

25

75

Somewhat agree

n=539. Sample comprised of respondents who recalled receiving a Summary Prospectus (without being shown an example) in S11.
Full responses comparing Before perceptions and the three example documents available in Summary Prospectus Appendix 1.
Note: Net agree and disagree figures may not reflect corresponding bar chart figures due to rounding.
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Online survey respondents generally agreed that the Petunia Core Equity
Summary Prospectus is well organized (75.3% agreement) and highlights
important information (69.8% agreement); it was also recognized as being clear
and concise (62.3% agreement)
S32: For each statement below, mark the extent to which you agree or disagree. Note: Statements marked
with an asterisk (*) are framed opposite to the other statements in the list.

The Petunia Core Equity Summary Prospectus...

Net Disagree

15.8%

10.8

5.0

is visually appealing

13.3

19.8%

15.5

4.3

is easy to read

17.8

17.8%

13.3

4.5

is user friendly

15.8

8.0%

6.0 2.0

4.0%

3.0 1.0

15.8%

12.3

18.8%

14.3

42.4%

25.7

36.3%
75

50

highlights important
information

3.5

is clear and concise

4.5

is written in language I
understand
is missing key
information*

16.7

22.8

13.5

25

0

contains too much legal
jargon*

48.0%

34.8

57.3%

39.5

55.9%

40.1

21.9

is well organized

Net Agree

69.8%

47.9

24.9

75.3%

50.4

16.5

19.5

45.8

62.3%

38.8

58.3%

5.7 13.0

18.7%

7.5

34.1%

0

26.6

25

50

75

Somewhat disagree
Strongly disagree
Strongly agree
Somewhat agree
n=401
Full responses comparing Before perceptions and the three example documents available in Summary Prospectus Appendix 1.
Note: Net agree and disagree figures may not reflect corresponding bar chart figures due to rounding.
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Online survey respondents generally agreed that the Gardenia Summary
Prospectus highlights important information (72.4% agreement) and is well
organized (71.0% agreement); it was also recognized as being clear and concise
by nearly 50%
S32: For each statement below, mark the extent to which you agree or disagree. Note: Statements marked
with an asterisk (*) are framed opposite to the other statements in the list.

The Gardenia Summary Prospectus...

Net Disagree

23.3%

31.7%

23.3

23.8%

8.4

16.9 6.9

5.2%
6.5%

22.8%
28.0%
44.7%

25

12.1

is easy to read

13.4

is user friendly

14.9

42.1%

30.0

45.8%

32.4

48.9%

34.0

3.5

1.7

highlights important
information

19.7

52.7

4.5

2.0

is well organized

21.1

49.9

is clear and concise

18.9 9.2

is written in language I
understand
is missing key
information*

16.1

19.1

50

is visually appealing

14.4 8.4

28.5

27.0%
75

5.0

18.3

Net Agree

7.9

0

12.9

contains too much legal
jargon*

49.9%
50.4%

34.5

10.9%

6.7

13.2

0

71.0%

37.0

15.9

4.2

72.4%

44.9%

31.8

25

50

75

Somewhat disagree
Strongly disagree
Strongly agree
Somewhat agree
n=400
Full responses comparing Before perceptions and the three example documents available in Summary Prospectus Appendix 1.
Note: Net agree and disagree figures may not reflect corresponding bar chart figures due to rounding.
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Online survey respondents generally agreed that the Hydrangea Bush Summary
Prospectus is well organized (78.6%) and highlights important information
(74.3%); it was also recognized as being user friendly, clear and concise, written
in understandable language and easy to read
S32: For each statement below, mark the extent to which you agree or disagree. Note: Statements marked
with an asterisk (*) are framed opposite to the other statements in the list.

The Hydrangea Bush Summary Prospectus...

Net Disagree

13.4%

8.1

5.3

is visually appealing

20.3%

15.4

4.8

is easy to read

13.6%

9.6

4.0

is user friendly

14.1

1.8

highlights important
information

22.4

5.3%

3.8

1.5

is well organized

22.9

14.1%

10.6

19.9%

14.9

43.6%

28.2

35.2%
75

23.8

50

25

60.5%

45.6

74.3%

51.9

78.6%

55.7

3.5

is clear and concise

17.4

42.9

60.4%

5.1

is written in language I
understand

17.2

43.2

60.4%

is missing key
information*

15.4

11.4

4.5

contains too much legal
jargon*

0

Somewhat disagree

60.0%

41.0

14.9

4.8

52.5%

38.4

19.0

6.5%

Net Agree

8.4

0
Strongly disagree

14.6%

10.1

Strongly agree

34.7%

26.3

25

50

75

Somewhat agree

n=400
Full responses comparing Before perceptions and the three example documents available in Summary Prospectus Appendix 1.
Note: Net agree and disagree figures may not reflect corresponding bar chart figures due to rounding.
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Online survey respondents‘ perceptions of Summary Prospectuses before
reviewing an example were more negative than their perceptions of the specific
Summary Prospectus examples (1 of 2)

Before
S24. Summary Prospectuses…
are user friendly
highlight important information
are well organized
are clear and concise
are written in language I understand
are missing key information*
contain too much legal jargon*

Strongly
agree

Somewhat
agree

10.9%
20.5%
13.5%
10.2%
14.8%
5.4%
20.4%

29.0%
49.4%
46.6%
31.8%
32.8%
16.5%
36.5%

Neither
agree nor
disagree
24.0%
19.5%
26.9%
28.1%
20.9%
33.4%
20.2%

Somewhat
disagree

Strongly
disagree

Don't know

24.2%
7.1%
11.1%
21.7%
24.2%
30.1%
15.6%

11.6%
2.7%
1.2%
7.8%
6.9%
10.9%
6.1%

0.4%
0.8%
0.7%
0.4%
0.3%
3.6%
1.2%

Somewhat
disagree

Strongly
disagree

Don't know

12.4%
18.1%
13.2%
4.8%
3.7%
12.4%
16.0%
27.5%
21.9%

5.1%
5.8%
5.2%
1.8%
1.5%
5.2%
6.2%
16.1%
11.0%

1.6%
1.6%
2.3%
2.9%
2.2%
1.8%
1.7%
11.3%
2.3%

After
S32. The [example] Summary
Prospectus…
is visually appealing
is easy to read
is user friendly
highlights important information
is well organized
is clear and concise
is written in language I understand
is missing key information*
contains too much legal jargon*

Strongly
agree

Somewhat
agree

13.2%
16.7%
15.2%
21.3%
23.0%
15.6%
17.5%
4.8%
9.7%

34.4%
37.6%
39.9%
50.8%
52.0%
41.9%
38.8%
9.9%
28.2%

Neither
agree nor
disagree
33.4%
20.2%
24.2%
18.3%
17.6%
23.2%
19.8%
30.4%
26.9%

―Before‖ sample comprised of respondents who recalled receiving a Summary Prospectus (without being shown an example) in S11
―After‖ figures calculated as the average of the percentage results across the three Summary Prospectus documents
Statements with an asterisk (*) are framed opposite to the rest of the statements tested; agreement indicates negative perceptions
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Online survey respondents‘ perceptions of Summary Prospectuses before
reviewing an example were more negative than their perceptions of the specific
Summary Prospectus examples (2 of 2)

Net agree
S24/S32. Summary Prospectuses… /
The [example] Summary Prospectus…

Net disagree

Before

After

Before

After

are/is visually appealing

N/A

47.5%

N/A

17.5%

are/is easy to read

N/A

54.3%

N/A

23.9%

are/is user friendly†

39.9%

55.1%

35.8%

18.4%

highlight(s) important information

69.9%

72.2%

9.8%

6.6%

are/is well organized†

60.1%

75.0%

12.3%

5.2%

are/is clear and concise†

42.0%

57.5%

29.6%

17.6%

are/is written in language I understand†

47.7%

56.3%

31.1%

22.2%

are/is missing key information*

22.0%†

14.7%

41.0%

43.5%

contain(s) too much legal jargon*†

56.9%

37.9%

21.7%

32.9%

―Before‖ sample comprised of respondents who recalled receiving a Summary Prospectus (without being shown an example) in S11
―After‖ figures calculated as the average of the percentage results across the three Summary Prospectus documents
† Difference

between Before and After results are statistically significant at the 95% confidence interval

Statements with an asterisk (*) are framed opposite to the rest of the statements tested; agreement indicates negative perceptions
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More than 70% of online survey respondents said that the three example
Summary Prospectuses contained ―all‖ or ―most‖ of the information needed to
make investment decisions
S33: How much of the information that you need to make investment decisions is contained in the
Summary Prospectus? Would you say...

Average*

Petunia

Gardenia

All
Most
All or Most
Some
None
I don't know

18.3%
53.5%
71.8%
20.6%
1.2%
6.4%

17.3%
53.1%
70.4%
22.3%
1.3%
6.0%

18.6%
54.8%
73.4%
18.6%
0.7%
7.2%

Hydrangea
Bush
19.1%
52.4%
71.5%
20.9%
1.5%
6.0%

Sample size

1,201

401

400

400

Note: Figures for Gardenia and Hydrangea Bush do not add to 100% due to rounding
*Average calculated as the average of the percentage results across the three Summary Prospectus documents
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Comments from online survey respondents about what was missing from the
Summary Prospectus examples
S34: What information that you need to make investment decisions is missing from the [example]
Summary Prospectus?

+ Information on fund performance
‒
‒

―A bottom line performance after all taxes, fees, etc. I put in $1,000. What's it worth now? Also, how to
calculate how I did without including any additional money invested.‖
―I would like more information as to one year, 5 year, 10 year and since inception returns.‖

+ Information on fund holdings
‒
‒
‒

―I always want to see what the underlying investments are in a fund.‖
―I think it could offer better details of what the mutual fund invests in particularly.‖
―It gave very general information about how and where your money would be invested. I would like to know
specifically what types of companies or stocks are being invested in.‖

+ Comparisons or ratings
‒
‒
‒

―A comparison to other similar funds.‖
―Morningstar type ratings.‖
―Comparison to other benchmark segments/funds.‖

+ Investment strategy
‒
‒

―I need to know what is their investment mix strategy—past, present, future.‖
―How they pick who to invest my funds in.‖

+ More details on expenses
‒
‒

―Amount of tax; when I can remove funds without penalty.‖
―Many of the fees and expenses they say are not included in the charts.‖

n=240 across all three documents. Sample comprised of respondents who felt Most, Some or None of the information needed to make
investment decisions was included in the Summary Prospectus they reviewed (S33), and entered an open-ended response for this
question (vs. ―Nothing‖ or ―I don’t know‖).
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Internet/computer was cited most frequently as the typical source where online
survey respondents obtain information missing from Summary Prospectuses

S35: From what source do you typically obtain the information that is missing from the Summary Prospectus?
Average*
51.2%

Internet/computer
Financial advisor/broker
Mutual fund prospectus

25.3%

8.5%
12.0%

Magazines/newspapers

Friends/family
Other (Please specify):
None
I don't know

65.6%

36.6%
38.7%
34.4%
36.6%

31.8%

33.3%

24.2%
12.4%

16.7%

7.3%
10.7%
11.1%
11.0%
6.7%
10.0%
3.7%
6.7%
5.6%
6.1%
1.3%
2.2%
1.2%
1.3%
2.2%

0.0%

10.0%

Hydrangea (n=80)

57.6%
36.6%

22.0%
24.0%
26.7%

Mutual fund shareholder report

Newsletters

56.0%

9.7%
9.2%
5.3%
3.2%
1.6%

20.0%

30.0%

Gardenia (n=74)

40.0%

50.0%

60.0%

70.0%

Petunia (n=86)

Sample sizes include respondents who felt Most, Some or None of the information needed to make investment decisions was included
in the Summary Prospectus they reviewed (S33), and entered an open-ended response in S34
*Average calculated as the average of the percentage results across the three Summary Prospectus documents
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The proportion of online survey respondents satisfied with Summary Prospectuses
as guides for investment decision-making was 16.1% higher than the proportion
who were satisfied before reviewing an example of one; those who reviewed the
Hydrangea Bush Summary Prospectus were most satisfied with 52.2%
S25/S36: In general, how satisfied are you with the Summary Prospectus as a guide to making investment
decisions? Would you say you are...

After by example Summary Prospectus:
Hydrangea
Petunia
Gardenia
Bush
8.3%
9.2%
8.3%
40.6%
35.0%
43.9%
48.9%
44.2%
52.2%

Before

After

Completely satisfied
Very satisfied†
Completely or very satisfied†

6.9%
25.4%
32.3%

8.6%
39.8%
48.4%

Somewhat satisfied†
Not at all satisfied†
I don't know

51.1%
13.1%
3.4%

39.8%
7.3%
4.5%

38.6%
8.5%
4.0%

41.9%
8.7%
5.2%

38.9%
4.5%
4.3%

Sample size

539*

1,201

401

400

400

―Before‖ Summary Prospectus questions referred to ―a Summary Prospectus…‖ or ―Summary Prospectuses,‖ while ―After‖ questions
referred to the name of the Fund (e.g., ―the Gardenia Summary Prospectus‖)
―After‖ figures calculated as the average of the percentage results across the three Summary Prospectus documents
† Difference

between Before and After results are statistically significant at the 95% confidence interval

*Sample comprised of respondents who recalled receiving a Summary Prospectus (without being shown an example) in S11
Note: Before and Hydrangea Bush figures do not add to 100% due to rounding
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On average, 52.2% of online survey respondents across all examples indicated it
would be ―very important‖ to read the Summary Prospectus prior to investing in
the hypothetical funds
S37: If you were considering investing in the Fund, how important would it be for you to read the
Summary Prospectus before investing in the Fund?

Average*

Petunia

Gardenia

Very important
Somewhat important
Not important
It depends on whether I received
other information about the Fund

52.2%
32.8%
5.4%

54.1%
30.2%
4.7%

49.3%
34.7%
5.7%

Hydrangea
Bush
53.1%
33.5%
5.8%

9.6%

11.0%

10.4%

7.6%

Sample size

1,201

401

400

400

Note: Gardenia figures do not add to 100% due to rounding
*Average calculated as the average of the percentage results across the three Summary Prospectus documents
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Before purchasing shares (59.4%) and during the first discussion with one‘s
broker/financial advisor (39.5%) were the preferred times at which online survey
respondents would like to receive a Summary Prospectus
S38: If you were considering investing in the Fund, when would you like to receive the Summary Prospectus?
Check all that apply.

Before I have purchased fund
shares
When my broker or financial
advisor first discusses or
recommends the fund
I don't need to specifically receive
the summary prospectus as long
as it is available on the Internet
After I have purchased fund
shares when I receive a purchase
confirmation
I don't know
Sample size

Average*

Petunia

Gardenia

Hydrangea
Bush

59.4%

58.6%

55.6%

64.0%

39.5%

42.4%

40.0%

36.0%

18.4%

14.7%

20.6%

19.9%

8.6%

8.5%

6.7%

10.6%

4.0%

4.2%

3.7%

4.0%

1,201

401

400

400

*Average calculated as the average of the percentage results across the three Summary Prospectus documents
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Approximately two-thirds (66.7%) of online survey respondents across all three
Summary Prospectus examples would keep all of the information in the
document (slide 1 of 2)
S39: Is any of the information in the Summary Prospectus NOT useful to you? Check any sections that you
think should NOT be included.
Average*
71.7%

I would keep all of the information in

65.5%

68.4%

67.8%
11.1%

Information on the fund's portfolio management

9.9%

10.8%

11.2%

Payments to broker/dealers and other financial
intermediaries

10.1%
12.9%

10.5%

8.5%
9.6%

Portfolio turnover

10.4%

10.1%

10.2%
5.8%

Tax information

10.9%

7.7%

6.2%

0.0% 10.0% 20.0% 30.0% 40.0% 50.0% 60.0% 70.0% 80.0%
Hydrangea (n=400)
Gardenia (n=400)
Petunia (n=401)
*Average calculated as the average of the percentage results across the three Summary Prospectus documents
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Less than 10% of online survey respondents would exclude information about
principal risks, fees/expenses, investment objective, investment strategies, fund
performance or purchase/sale of fund shares from the example Summary
Prospectus they reviewed (slide 2 of 2)
S39: Is any of the information in the Summary Prospectus NOT useful to you? Check any sections that you
think should NOT be included.
Average*
Principal risks

5.8%
9.2%
6.5%

7.2%

Fees and expenses of the fund

5.8%
4.2%
8.7%

6.3%

Investment objective

6.1%
7.2%
4.5%

5.9%

Investment strategies

6.6%
4.2%
5.7%

5.5%

Performance of the fund

5.3%
3.5%
6.0%

4.9%

5.1%
5.0%
4.5%

4.8%

Purchase and sale of fund shares
0.0%

10.0% 20.0% 30.0% 40.0% 50.0% 60.0% 70.0% 80.0%

Hydrangea (n=400)

Gardenia (n=400)

Petunia (n=401)

*Average calculated as the average of the percentage results across the three Summary Prospectus documents
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On average, 69.7% of online survey respondents would be comfortable using the
Internet to obtain additional information about the hypothetical mutual funds

S40: Please indicate the extent to which you agree with the following statement: If I wanted to know more
information about the Fund than is contained in the Summary Prospectus, I would be comfortable with
using the Internet to obtain information

Average*

Petunia

Gardenia

Strongly agree
Somewhat agree
Net agree
Neither agree nor disagree
Somewhat disagree
Strongly disagree

37.6%
32.1%
69.7%
14.2%
10.3%
5.8%

38.5%
29.5%
68.0%
15.0%
10.8%
6.3%

36.6%
31.7%
68.3%
12.6%
12.6%
6.4%

Hydrangea
Bush
37.6%
35.1%
72.7%
14.9%
7.6%
4.8%

Sample size

1,201

401

400

400

Note: Petunia and Gardenia figures do not add to 100% due to rounding
*Average calculated as the average of the percentage results across the three Summary Prospectus documents
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About two-thirds (66.5%) of online survey respondents agreed to some extent
that it was easy to understand the tables and charts included in the example
Summary Prospectus they reviewed
S41: Please indicate the extent to which you agree with the following statement: It was easy to
understand the tables and charts included in the [example] Summary Prospectus

Average

Petunia

Gardenia

Strongly agree
Somewhat agree
Net agree
Neither agree nor disagree
Somewhat disagree
Strongly disagree

26.6%
39.9%
66.5%
16.3%
12.1%
5.0%

26.9%
36.4%
63.3%
18.2%
14.5%
4.0%

23.8%
40.1%
63.9%
15.3%
13.9%
6.9%

Hydrangea
Bush
29.1%
43.3%
72.4%
15.4%
8.1%
4.1%

Sample size

1,201

401

400

400

*Average calculated as the average of the percentage results across the three Summary Prospectus documents
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Online survey respondents were divided as to which table or chart was difficult
to understand

S42: Which particular tables and charts did you find difficult to understand in the Summary Prospectus?
Average*
Table listing fees and expenses

26.0%
27.6%
30.8%

28.1%

31.2%

26.3%

22.1%

Table providing an example of expenses over time
25.7%
19.6%
18.5%

Table showing average annual total returns

20.8%
24.3%

17.8%
20.1%
18.5%

Bar chart showing performance returns

18.8%
39.5%

None of the above

I don't know

30.5%
29.8%
9.6%
8.8%
9.6%

33.3%

9.3%

0.0% 5.0% 10.0% 15.0% 20.0% 25.0% 30.0% 35.0% 40.0% 45.0%
Hydrangea (n=286)

Gardenia (n=306)

Petunia (n=292)

Sample sizes include respondents who did not ―strongly agree‖ that the tables and charts in the
example Summary Prospectus were easy to understand (S41)
*Average calculated as the average of the percentage results across the three Summary Prospectus documents
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More than 60% of online survey respondents agreed that principal investment
strategy and principal risks were well communicated, while less than 15% of
online respondents disagreed
S43: Please indicate the extent to which you agree with the following statement: It was easy to
understand the discussion in the Summary Prospectus about the fund's principal investment strategy
and principal risks.

Average*

Petunia

Gardenia

Strongly agree
Somewhat agree
Net agree
Neither agree nor disagree
Somewhat disagree
Strongly disagree

20.5%
42.8%
63.4%
21.9%
9.8%
4.9%

23.1%
41.9%
64.9%
23.6%
9.0%
2.5%

18.4%
41.7%
60.0%
21.8%
10.7%
7.4%

Hydrangea
Bush
20.2%
44.9%
65.2%
20.5%
9.6%
4.8%

Sample size

1,201

401

400

400

Note: Petunia figures do not add to 100% due to rounding
*Average calculated as the average of the percentage results across the three Summary Prospectus documents
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Point-of-Sale
(POS) for Financial
Intermediaries
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Selecting a Financial
Services Firm
or Advisor
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The majority of online survey respondents (58%) reported generally relying on
the advice they are given, though sometimes they make financials decisions on
their own
P1: Which statement most closely fits your approach to using a financial services firm or individual who
provides you financial advice?

I make decisions on I rely on their advice
completely
my own, but use them
17.7%
to obtain information in
order to make a
decision or to test my
ideas
24.3%
I generally rely on their
advice and
recommendations,
although I sometimes
make financial
decisions on my own
58.0%

n=1,200
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With the exception of the products the firm or person providing financial advice
has available, at least half of online survey respondents classified the other factors
examined as being ―absolutely essential‖ in choosing a firm or financial advisor
P2: Using the scale shown below, please indicate how important each factor is in your choice of a financial
services firm or person who provides you financial advice.

Their professional background and/or their disciplinary
and complaint history

53.8%

30.2%

13.9% 2.1%

Their investment strategy

53.7%

32.2%

12.2% 1.9%

Their track record

53.0%

33.2%

12.4% 1.4%

The ease with which you can contact them

51.8%

37.0%

9.4% 1.8%

The fees they charge

50.5%

The products they have available

45.2%

35.9%

40.9%

12.2% 1.5%

12.4% 1.6%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
Absolutely essential

Important, but not essential

Nice to know

n=1,200
Note: Figures may not add to 100% due to rounding

Completely unimportant
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Over half of the online survey respondents (50.6%) found their current firm/financial
advisor through a referral from family, friends or colleagues; reputation and
referrals from other financial professionals were the next sources used most often
P3: How did you find your current financial firm or the person who provides you financial advice?

Referral from family, friend(s) or colleagues

50.6%

Name or reputation of the financial firm or individual who
advises me

25.1%

Referral from another financial professional or person in
a similar capacity

22.7%

Online search

13.5%

Attendance at an investment seminar hosted by the firm
or the person who advises me

13.3%

Advertisement (e.g., television, newspaper)

11.5%

Other

8.4%

I don't remember-I don't know

4.3%
0%

10%

20%

30%

n=1,200
Note: Figures do not add to 100% due to multiple responses

40%

50%

60%

249

POS

Comments from online survey respondents about how they found their current
financial firm or person who provides financial advice
P3: How did you find your current financial firm or the person who provides you financial advice?

+ Friend or family
‒
‒
‒

―Family member.‖
―Personal friend.‖
―A personal friend for years.‖

+ Bank
‒
‒
‒

―Through my credit union.‖
―Referral from bank manager.‖
―I bank with them.‖

+ Employer-related
‒
‒
‒

―From the company I work for.‖
―Former employer.‖
―I used them for my company's 401(k) plan before using them on a personal basis.‖

+ Cold call
‒
‒
‒

―He contacted us for a meeting.‖
―Advisor was introducing himself door-to-door.‖
―She cold-called me.‖

+ Lawyer
‒
‒

―Lawyer recommendation.‖
―An attorney.‖

n=96
Sample comprised of respondents who selected ―Other‖ in P3
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Over a third of online survey respondents (37.4%) reported using one or more
regulatory resources prior to selecting a financial firm or advisor; the two most
frequently cited resources were the SEC‘s website and the website of a state or
local securities regulator
P4: Which, if any, of the following resources did you use before selecting your financial firm or the
person who advises you? Check all that apply.
The Securities and Exchange Commission's (SEC's)
website

18.9%

The website of my state, local securities regulator

18.2%

BrokerCheck

Used a resource =
37.4%

15.9%

FINRA's website

10.4%

Other

1.0%

I don't remember-I don't know

13.5%

None of the above

49.2%
0%

10%

20%

30%

40%

50%

n=1,200
Note: Figures do not add to 100% due to multiple responses
Summary figures may not reflect charted figures due to rounding

Did not use a
resource or unsure =
63.6%

60%
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The clear majority (71.3%) of online survey respondents would want to receive
information about how they will pay the financial firm or advisor prior to
beginning the relationship with the firm or advisor; only 2.1% were not interested
in receiving this information
P5: When would you want to receive information about how you will pay for the financial services
provided by your financial firm or the individual who advises you? Please indicate your top preference
among the following options.
When I get a
confirmation or
account statement that
shows the specific
investments I made
7.2%

Some other time
1.5%

I am not interested in
receiving this
information
2.1%

At the time I consider
whether to buy or sell
a security
18.0%
Before I begin my
relationship with a
financial firm or the
individual who advises
me
71.3%

n=1,200
Note: Figures do not add to 100% due to rounding
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Among online survey respondents who want the information before they begin a
relationship, almost three-quarters (73.5%) indicated a preference for receiving
information either a day or two or at least a week prior to entering into the
agreement
P6: How far in advance of entering into the agreement would you want to receive this information? Please
indicate your top preference among the following options.

I don't have a
preference
13.9%

At least a week before
entering into the
agreement
40.8%

A few hours
before entering
into the
agreement
12.7%

At least one or two
days before entering
into the agreement
32.7%

n=856
Note: Figures do not add to 100% due to rounding
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The majority of online survey respondents (60.3%) also indicated that they would
like information on how the financial advisor is being paid prior to beginning the
relationship, with periodic updates thereafter; 11.1% want this information only
upon request or not at all
P7: When do you want to receive information about how the individual advising you is paid for providing you
financial services? Please indicate your top preference among the following options.

When I get a
confirmation or
account statement,
which is at some point
after I've bought or
sold a financial
product-investment
5.5%

I only want this
information available
to me upon my request
7.0%

At the time the person
advising me
recommends a
particular investment
to me (which is before
I buy or sell the
financial
product/investment)
23.2%

I am not interested in
receiving this
information
4.1%

Before I begin my
relationship with a
financial firm or the
individual who advises
me, with periodic
updates
60.3%

n=1,200
Note: Figures do not add to 100% due to rounding

254

POS

Just under half of online survey respondents (47.7%) wanted information on
potential benefits, risks and costs in writing prior to discussing the product;
20.6% only want this information upon request or not at all
P8: When do you want to receive information about the potential benefits, risks and costs associated with a
financial product you are considering? Please indicate your top preference among the following options.
I count on the
individual who advises
me to consider this
information for me, so
am not particularly
concerned about
receiving it
8.8%

I don't want to receive
this information in
writing
1.2%

I only want this
information available to
me upon my request
10.6%
At the time I buy or sell
a financial product or
investment
31.6%

In writing before I
discuss the product in
more detail with the
individual who advises
me
47.7%

n=1,200
Note: Figures do not add to 100% due to rounding
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Knowing the scope of services a financial firm or advisor can provide was
important to nearly all online survey respondents (95.1%), and almost nine in ten
of those respondents (86.8%) reported wanting to know that information at the
beginning of the relationship with the firm or advisor
P9: Is it important for you to know the scope of
services that your financial firm or the person
who advises you can provide?

P10: When would you want to be informed of
the scope of services?

13.2%

At the beginning of my
relationship with the financial
firm or person who advises me

Yes
95.1%

Before I buy or sell a financial
product-investment with the
financial firm or person who
advises me

86.8%

No
4.9%
n=1,200

n =1,131
256

Disclosures and
Potential Conflicts
of Interest
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Approximately 90% of online survey respondents stated it is important to know
background information about the person who advises them, such as licenses
held, complaints, judgments or disciplinary actions taken against him/her, etc.
P11: Is it important for you to know background information about the person who advises you, such as
which licenses he/she holds, and any complaints, judgments or disciplinary actions taken against him or
her?

No
10.5%

Yes
89.5%

n=1,200
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Among those who wanted background information, the four most important
elements were licenses held, allegations or finding of serious misconduct,
revocation or suspension of any licenses and customer complaints, each
selected by over 70% of online survey respondents
P12: Which of the following types of information would you like to know about the individual who advises
you in that regard? Check all that apply.
Licenses currently held

78.9%

Any allegations or findings of serious misconduct (e.g.,
fraud)

78.8%

History of any licenses revoked or suspended

75.5%

Customer complaints

70.7%

Any allegations or findings of more minor violations

52.4%

Disciplinary history going back 5 years

46.2%

Disciplinary history going back 10 years

41.0%

Disciplinary history going back more than 10 years

30.6%

I don't know

1.6%

None of the above

1.0%
0%

10% 20% 30% 40% 50% 60% 70% 80% 90%

n=1,072
Note: Figures do not add to 100% due to multiple responses
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Online survey respondents indicated wanting to receive information about
financial services and products in a variety of ways, led by orally from the advisor
or in the mail (each with 45.4%)
P13: In which of the following ways would you want to receive information about financial services and
products from your financial firm or the person who advises you?
Orally, directly from the individual who advises me-whether on the phone or in person

45.4%

In writing that is mailed to me (in the post)

45.4%

In writing that is e-mailed or mailed to me, providing me
a general website address where I can find the info

35.6%

In writing that is e-mailed or mailed to me, giving me the
specific hyperlink or exact webpage

34.9%

Have it available on the internet for me to view

32.6%

In an e-mail (in the body of the e-mail or attached to the
email)

27.6%

I have no preference-I don't know

3.0%

None of the above; I don't want this information

0.6%
0%

5% 10% 15% 20% 25% 30% 35% 40% 45% 50%

n=1,200
Note: Figures do not add to 100% due to multiple responses
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Among online survey respondents who indicated they wanted the information on
services and products orally only, just over three in four (76.2%) indicated that
they would like some kind of written summary as well
P14: Would you also want some kind of written summary of what you had been told orally?

No
23.8%

Yes
76.2%

n=155
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Just under half of online survey respondents (49%) indicated that the best way to
ensure receipt of information is to require that he or she verify that the
information has been read by requiring a signature
P15: Which of the following methods do you think would best ensure that this type of information is
received by you?

Requiring a signature to verify that the documents have
been read (i.e., I need to send back my signature)

49.0%

Requiring an oral verification that the documents have
been read (i.e., I can confirm to the individual who
advises me, over the phone)

33.4%

Having an eye-catching warning in the documents that
the information contained within the documents is
critical-important

26.6%

I have no opinion-I don't know

15.3%

0%

10%

20%

30%

n=1,200
Note: Figures do not add to 100% due to multiple responses

40%

50%

60%
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Online survey respondents were divided on how much detail they would want
with respect to disclosure of potential conflicts of interest; just under one in five
(19%) implied that they may not read such disclosures
P16: Using the scale shown below, please indicate how much you agree or disagree with each of the following
statements regarding disclosures of potential conflicts of interest.

I like a disclosure that is short and more general, with more
specific information available if I want it

The more specific the disclosure, the better--even if it may
result in a longer disclosure

37.2%

37.6%

15.7% 7.2% 2.4%

1.0%
31.1%

I don't read disclosures of conflicts of interest 5.9%13.1%

36.3%

20.7%

27.8%

21.7%

10.0%

32.4%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
Completely agree

Somewhat agree

Neither agree nor disagree

Somewhat disagree

n=1,200
Note: Figures may not add to 100% due to rounding

Completely disagree
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In general, online survey respondents agreed that the information they receive
about their financial accounts is useful and understandable; however, over half
(58.6%) agreed that the language used is not understandable by most people and
over a third (38.0%) agreed that the information is too long to bother with
P17: Using the scale shown below, please indicate how much you agree or disagree with each of the
following statements regarding the information you receive about your financial accounts.

The information is useful

46.0%

The information is understandable

The information is written in language that most people
can't understand

42.9%

25.8%

The information is too long for me to bother with 10.4%

35.6%

32.8%

27.6%

10.7%4.9% 0.4%

38.0%

11.1% 9.6%

16.4%

25.4%

0.8%

15.4% 9.6%

24.2%

12.4%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
Completely agree

Somewhat agree

Neither agree nor disagree

Somewhat disagree

Completely disagree

n=1,200
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Just over three-quarters of online survey respondents (75.7%) reported having
received information on fees and charges, and the vast majority of those
respondents (86.6%) indicated that this information was provided without their
having to seek it out
P18: Have you ever received any information
about the fees or other charges your financial
firm or the person advising you charges?

P19: Was this information provided to you, or
did you have to seek it out?

2.8%

10.6%

It was provided to me

Yes
75.7%

I had to seek it out
I don't remember-I don't
know

No
13.4%
I don’t know
10.9%

n=1,200

86.6%

n=878
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Just over half of online survey respondents (51.1%) said it is ―absolutely
essential‖ to know how their financial firm and advisor are being paid in
connection with their account; only 12.8% classified this information as
―nice to know (but not important or essential)‖ or ―completely unimportant‖
P20: How important is it to you to know how your financial services firm and the person advising you
gets paid in connection with your account?
Completely
Nice to know (but not unimportant
2.0%
important or essential)
10.8%

Absolutely essential
51.1%

Important, but not
essential
36.1%

n=1,200
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While almost a third of online survey respondents (32.3%) reported completely
understanding how their financial firm and advisor get paid, over half (51.6%)
said that their level of understanding is good, but not complete
P21: Which of the following statements best describes your understanding of how your financial services
firm and the person advising you get paid in connection with your account?
I have no
understanding at
I have a vague sense
all as to how my
of how my financial
financial services
services firm and the
firm or the person
person advising me
advising me get
get paid
paid
13.7%
2.3%
I completely
understand how my
financial services firm
and the person
advising me get paid
32.3%
I have a good, but not
complete,
understanding of how
my financial services
firm and the person
advising me get paid
51.6%

n=1,200
Note: Figures do not add to 100% due to rounding
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Online survey respondents were widely mixed with respect to how much they
want to know about how their firm and advisor get paid

P22: Which of the following statements best describes your opinion regarding how your financial
services firm and the person advising you get paid in connection with your account?
I have no opinion
1.7%

I want to know how
they get paid for each
purchase or sale of a
financial productinvestment that I make
24.3%

I want to know
generally how they get
paid before I sign up to
use their services
36.1%

They have to make a
living and I'm not
interested in how they
are paid
11.1%

I'm not interested
unless it may cause
them to make a
recommendation that
may not be right for
me; then I want to
know about it
26.9%

n=1,200
Note: Figures do not add to 100% due to rounding
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Just over 15% of online survey respondents reported believing the amount a firm
or advisor receives is the primary factor driving what is recommended to them;
however, a similar percentage (14.4%) indicated they believe it is not a factor
P23: Which of the following statements best describes how the money earned by your financial services
firm and the person advising you affects the recommendations you receive?
I never thought about
it, but I doubt it would
be a factor
It doesn't affect the
2.7%
recommendations they
give me
11.7%

I never thought about
it, but it could be a
factor
4.6%

It is the primary factor
that drives what they
recommend to me
15.3%

It is only a minor factor
15.8%
It may be a factor, but
it would be one of
many
49.8%

n=1,200
Note: Figures do not add to 100% due to rounding
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Between 40.8% and 51.0% of online survey respondents classified most of the
elements of potential conflicts of interest as ―absolutely essential‖; the exception
was knowing if their advisor attends events sponsored by issuers of financial
products
P24: How important is each of the following pieces of information regarding your financial firm and/or the
person advising you?

Whether my financial services firm or the person advising me stands to
profit more if I invest in certain types of products (e.g., mutual funds) as
opposed to other types of products (e.g., certificates of deposit)

51.0%

Whether the person advising me (not the firm itself) earns more money for
selling certain specific products (e.g., mutual fund X) as opposed to other
products (e.g., mutual fund Y)

48.4%

Whether my financial services firm (not the person advising me) earns
more money for selling certain specific products (e.g., mutual fund X) as
opposed to other products (e.g., mutual fund Y)

46.7%

33.2%

35.6%

35.7%

13.1%2.7%

13.7%2.3%

15.3% 2.4%

Whether my financial services firm may benefit from the sale of financial
products issued by a related company

41.1%

39.4%

17.0%2.5%

How the person advising me gets paid in connection with my account

40.8%

37.7%

17.8% 3.6%

Whether the person advising me may attend marketing or educational
events sponsored by an issuer of financial products

19.8%

38.6%

32.2%

9.3%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
Absolutely essential

Important, but not essential

Nice to know

n=1,200
Note: Figures may not add to 100% due to rounding

Completely unimportant
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Almost 60% of online survey respondents said that learning of potential conflicts
of interest about their firm or advisor would cause them to seriously question the
advice they were being given
P25: If you became aware of any of these potential conflicts of interest about your firm or the person advising
you, how would it affect your relationship with the person advising you? Select the statement that best applies.
It wouldn't affect my
relationship at all
4.5%

I wouldn't use the
services of someone
who received those
payments or benefits
14.2%

It would cause me to
question the advice I
was being given, but
I'd probably still stick
with the firm or the
individual
22.0%

It would cause me to
seriously question the
advice I was being
given
59.3%

n=1,200
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Among online survey respondents who stated it is important to know whether the
firm or the person advising them stands to profit from certain products, about
three in four (77.2%) would want to know exactly how much more money the firm
or individuals would make for selling those products
P26: You indicated earlier that you feel it is important to know whether your financial services firm or the
person advising you stands to profit more if you invest in certain specific products (e.g., mutual fund X as
opposed to mutual fund Y), or certain types of products (e.g., mutual funds, as opposed to certificates of
deposit). Would you want to know exactly how much more money your financial firm or the individual advising
you would make for selling those products?

No
22.8%

Yes
77.2%

n=1,125
Sample comprised of individuals who in P24 indicated it is ―absolutely essential‖ or ―important, but not essential‖ to
know whether their financial services firm or adviser stands to profit more in certain scenarios
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Among online survey respondents who stated it is important to know whether the
firm or the person advising them stands to profit from certain products, over half
(51.5%) would want to know this information before beginning the relationship
and 46.5% would want to know at the time each purchase or sale was being
considered
P27: When would you want to be informed about whether your financial services firm or the person
advising you stands to profit more if you invest in certain types of product. Check all that apply.
Before I begin my relationship with a financial firm or
person who advises me

51.5%

At the time I consider each purchase or sale of a
financial product/investment

46.5%

On a monthly or quarterly basis

15.9%

Whenever I request it

13.3%

After I complete the purchase or sale of those financial
products

8.9%

Once a year

None of the above

6.0%

0.8%

0%
10%
20%
30%
40%
50%
60%
n=1,125
Sample comprised of individuals who in P24 indicated it is ―absolutely essential‖ or ―important, but not essential‖ to know
whether their financial services firm or adviser stands to profit more in certain scenarios
Note: Figures do not add to 100% due to multiple responses
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The vast majority of online survey respondents (85.9%) stated they believe that
earning more for some types of products than others would influence the types of
products that the person advising them recommends
P28: If your financial services firm or the person advising you stands to profit more if you invest in certain
types of products (e.g., mutual funds) as opposed to other types of products (e.g., certificates of deposit),
do you think it would influence the type of investments they recommend to you?

No
14.1%

Yes
85.9%

n=1,200
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Online survey respondents were mixed in their opinions regarding selling products
issued by a company their financial firm is affiliated with; 46.4% completely agreed
that they want to know how much their firm gets only if it makes a difference in
recommendations while 38.6% completely agreed that they want to know all the details
P29: If your financial services firm sells products that are issued by a company it is affiliated with (i.e.,
related to), the firm may benefit (for example, get some of the profit) from those sales in a way that it
wouldn‘t if it sold products issued by other (unaffiliated) companies. Indicate how much you agree with
each of the statements below, about how important you find this type of information
I want to know about how my firm gets paid (or earns
money), but only if it makes a difference to the
recommendations that the person advising me makes
I want to know all about how my firm gets paid (or earns
money)

I expect my financial services firm to have some kind of
incentive for any sale that it makes
This information is unimportant as long as the
recommendation I get from my firm or the individual
advising me meets my needs
Even though this information may be important, it's more
information than I personally want to deal with

38.6%

4.3%
14.4% 0.9%

41.7%

29.9%

18.1% 6.8%1.5%

43.8%

21.0%

13.7%

3.0%
12.4% 1.1%

37.2%

46.4%

34.2%

27.4%

20.3%

22.2%

18.1%

26.0%

6.5%

10.7%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
Completely agree

Somewhat agree

Neither agree nor disagree

Somewhat disagree

n=1,200
Note: Figures may not add to 100% due to rounding

Completely disagree
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At this point in the online survey, respondents were presented with the intro text
and chart shown below

Imagine that your financial services firm provides you a document with the chart
below. This chart shows how the firm receives additional payments from the mutual fund
companies whose shares it sells. Please review the exhibit carefully and answer the
questions that follow.
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After reading the chart, fewer than a third of online survey respondents (31.8%)
reported that they definitely know what the term ―annual asset fees‖ means

P30: In the chart, is the meaning of the term "annual asset fees" clear to you?
Relevant chart component:

I don't know what
the term means
5.4%

I could guess what
the term means,
but I'm not sure
16.7%

Yes, I definitely know
what the term means
31.8%

I think I know what the
term means
46.2%

n=1,200
Note: Figures do not add to 100% due to rounding
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There was little agreement among online survey respondents regarding which
fund offered the financial services company either the greatest or the least
incentive to sell; less than 14% correctly indicated that they would need more
information in order to answer the question
P31: What funds would the financial services company have the greatest financial incentive to sell?
P32: What funds would the financial services company have the least financial incentive to sell?

Greatest
Incentive

Least
Incentive

ABC Funds

38.0%

32.6%

XYZ Funds

8.3%

44.7%

PDQ Funds

36.7%

6.5%

I would need more information to answer the question

13.3%

11.8%

I don't know

3.8%

4.4%

Response

Correct response

Chart for reference:

n=1,200
Note: Figures may not add to 100% due to rounding
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Over half of online survey respondents (55.1%) said they would really want to
know if the individual advising them (as opposed to their financial firm) receives
some portion of incentive payments; fewer than one in ten said this is
unimportant or had no opinion
P33: Would you want to know whether the individual advising you (as opposed to your financial firm) receives
some portion of these payments?
No, it is not important
to me to know
6.5%

I don't have an opinion
3.1%

This would be nice to
know, but it's not that
important to me
35.3%

Yes, I'd really want to
know this information
55.1%

n=1,200
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Over half of online survey respondents (52.8%) would conclude that the firm may
have conflicts of interest even if the individual advisor receives no incentive
payments
P34: If you were told that the person advising you does not receive any such payments, what would you
think about his or her conflicts of interest or incentives when recommending a product from one of the
companies listed in the chart?
Whatever conflict or
incentive he or she
may have isn't
something I worry
about
9.1%

I don't have an opinion
5.9%

I would conclude that
he or she has no
conflicts of interests or
incentives
32.2%
I would conclude that
he or she may still
have conficts or
incentives because the
firm receives the
payment
52.8%

n=1,200
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