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Purpose, Process & Methodology

Purpose

e The purpose of this project was to gauge levels of awareness and/or concern within the investment advisory industry about a certain
selection of topics.

e Invitations were sent to members of the Financial Services Institute to participate in a survey created and implemented by DALBAR,
Inc.

Methodolog

e 13,747 financial advisors and 2,432 broker-dealer executives were asked to participate
e The survey was conducted between 11/10/2010 and 12/3/2010

e 980 financial advisors and 207 broker-dealer executives responded, representing response rates of 7.1 percent and 8.5 percent,
respectively

N
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Additional Resources

e Results from this survey are presented in this report in the form of statistics, without segmentation analysis, opinion or commentary.
¢ Further insights into the issues reported here are available from DALBAR through supplemental reports and in-person presentations.
e Available supplements include:

o Analysis and recommendations for taking advantage of the results.

o Discussion of practices currently underway in the industry.

o Recasting results in a form more suitable to a specific firm.

o Cross-tabulations that reveal a variety of subsets of the aggregate data presented here.

o Customized surveys of advisors and/or clients.

e For further information contact:

DALBAR, Inc.

Attn: Survey Research
Federal Reserve Plaza
600 Atlantic Avenue
Boston, MA 02210
617-723-6400
surveys@dalbar.com
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About Survey Participants - Advisors

Advisors: How long have you worked in the securities industry?

Over 10 years
89%
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Advisors: Under what structure(s) do you operate?
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67%

Registered Rep

0sJ
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Advisors: What products do you use on a regular basis?

100% 96%

90%

80%

70%

60%

50%

40%

30%

20%

10%

0%

Stocksand Bonds Mutual Funds 401 (k) Alternative Invest. Other



Advisors: Which cate
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70%

60%

50%

40%

30%

20%

10%

0%

ory(ies) best describes your primary revenue source(s)?

68%

Fee Based

Annuity/Insurance

IRAs and Rollovers

Institutions
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As your legislative and regulatory advocate, what should be FSI’'s highest
priority for 2011?

45%
42%

40%

35%

30%

25%

20%

15%

10%
6%

0,
5% 2%
0%

0%
Dodd-Frank Dodd-Frank Revisions to  SEC proposed Fiduciary Automatic IRAs Lifetime Income Other
Universal Financial Independent changes to 12b- requirements Mandate for
Fiduciary Planner Contractor 1 for advising IRAs 401(k)s and IRAs
Standard Designation Rules

10
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Do you support the SEC proposal to allow mutual funds to offer shares
at NAV subject to a negotiated commission?

50%

46%

40%

30%

20%

10%

0%
Yes, we should always set Yes, it is a better No, this will remove No, prices should he set
our own fees alternative than arbitrary  incentivesto service by the mutual funds and
caps accounts and focus disclosed in prospectus

advisors on generating
new transactions

11
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50%

40%

30%

20%

10%

0%

43%

Yes, | am Yes, | am
knowledgeable and knowledgeableand

will accept fiduciary  planto accept

responsibility for all fiduciary
clients responsibility for
some clients

No, but | intend to
accept fiduciary

responsibility in the

future

No, and have no
interest in accepting
fiduciary
responsibility

Other

- Dacsar [

Are you prepared to act as a fiduciary, should it become a requirement?
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Will you be affected if the IRS mandates that investment advice to IRAs can
only be provided by fiduciaries who are audited annually?

60%

53%

50%

40%

30%

20%

10%

0%

Yes, it will shut Yes, | willhave to  No,IRAs arenota No,| already act as Other
down much of my pursue fiduciary major part of my  afiduciary for IRAs
business training and audits business
to comply

13
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Do you support the SEC proposal to cap C-share compensation?

50% 47%

40%

30%

20%

10%

0%
Yes, C-share Yes, investment No, clients who No, clients need Other
compensation advisoraccounts  wantto avoid up- service and support
should never he  should be used for frontloads should and C-shares
allowedto exceed clientsthat need  havea share class compensate me for
A-share loads. ongoing service. option. providing it.

14
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Would you be in favor of the creation of a new governmental regulator of

financial planners?

50%
46%
40%
30%
20%
10%
0%
Yes, governmental  Yes, but the SEC  No, the CFP Board No, financial Other
regulation of should be the and other private planning should not
financial planning is regulator of groups perform the be subject to
overdue. financial planning. role effectively. separate
governmental
regulation.

15
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Would FSI advocacy on small business be helpful to you and your firm?

16
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About Survey Participants - Executives

Executives: How long have you worked in the securities industry?

0-5years
15%
Over 10years

74%

6-10vyears

11%

17
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As your legislative and regulatory advocate, what should be FSI's highest

priority for 2011?
60%
50%
50%
40%
40%
30%
20% 13%
10% 8%
’ y 5%
3 (i} 0, o
g -~ = 4
0% N~ | | | — =1
Dodd-Frank Dodd-Frank Revisions to SECproposed Fiduciary  Automatic Lifetime Other N/ A
Universal Financial Independent changes to requirements IRAs income
Fiduciary Planner Contractor 12b-1 for advising mandate for
Standard  Designation Rules IRAS 401(k)s and
IRAS

18
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Do you support the SEC proposal to allow mutual funds to offer shares at NAV
subject to a negotiated commission rate?

100%
90% 86%
80%
70%
60%
50%
40%
30%
20%
10% 4% 3
0% e (S
Yes, we should Yes, itis a better No, this will No, prices Other N/A
alwaysset our alternative than remove should be set by
own fees arbitrary caps  incentivesto the mutual
service accounts  funds and
and focus disclosed in
advisorson prospectus

generating new
transactions

19



required?
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Is your firm prepared at this time to adopt a fiduciary standard, before it is

41%

Yes, all reps are
trained and
registered to
operate as
fiduciaries

Yes, all reps will be
trained and
registered to
operate as
fiduciaries

No, only selected
reps will be

permitted to act as

fiduciaries

No, reps will not
provide investment
adviceand avoid
acting as fiduciaries

Other
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Will your firm be materially affected if the IRS mandates that investment
advice to IRAs can only be provided by fiduciaries that are audited annually?

21
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16%

10%
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Yes, most/all of Yes, | willhave No,|RAs are not No, reps already

our reps will toselectand  a major part of actas a fiduciary
haveto be certify a our firm’s for IRAs
trained to act as computer model business
fiduciariesand  for reps to use
audited for IRA business

Other
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Does your firm support the SEC proposal to cap C-share compensation?

50%

40%

30%

20%

10%

0%

22

43%

26%
22%

0

I 21%

i *

Q08
[ ]

Yes, C-share  Yes, investment No, clients who No, clients need
compensation advisoraccounts wantto avoid service and
should never be should be used up-front loads supportand C-

allowed to for clients that  shouldhave a shares
exceed A-share need ongoing shareclass  compensate me
loads. service. option. for providing it.

Other

N/A



- Dacsar [

Would you be in favor of the creation of a new governmental regulator of
financial planners?

40%
36%
35%
30% 29%
25%
25% -
0, -
20% 18%
15% -
11%
10%
7%
5% -
0% I T T T T
Yes, governmental Yes, but the SEC Mo, the CFP Board Mo, financial Other N/A
regulation of shouldbe the  andother private  planning should
financial planning regulator of groupsperform notbe subject to
is overdue. financial planning. therole separate
effectively. governmental
regulation.

23
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Would FSI advocacy on small business issues be helpful to your firm?

60%

55%

50%

40%

30%

23%

20%
13%

10% 9%
4% 4%

» i -

Yes Yes, if it No Other Other N/A
specifically
focused on...

24



