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American Families with Least and Most Investable Assets
Make Strides Over Past Four Years
Financial Services Providers Can Build Their Own Blueprint with
Hearts & Wallets Annual Portrait™ U.S. Household Wealth
(Mar. 15, 2018, Rye, NY) — American families with the least and most investable assets made the
greatest strides in the past four years in the annual market sizing report by Hearts & Wallets, the

source for retail investor data and insights.

The number of American households in the lowest asset group of under $50,000 in investable
assets declined by 2.1 million, the only asset group to decrease in number of households during
that timeframe, even as the total number of households nationally increased by 3.5 million. As for
the wealthiest Americans, the number of $5 million-plus households increased by 50%, or 0.5
million, going from 0.9 million to 1.4 million during that same time period.

The Hearts & Wallets Portrait™ U.S. Household Wealth: Essential Building Blocks to Empower
Fact-Based Strategy & Prioritization report analyzes American household investable assets by
traditional life stage, generation, age and wealth groups, examines household assets by retirement
vs. taxable funds, and explores the broader definition of household wealth beyond investable
assets. Portrait™ offers financial services firms the building blocks and sizing exercises to
assemble their own blueprints with unlimited combinations for markets, personas and opportunities.

With Portrait,™ firms can size consumer groups of all financial profiles to guide product
development and market strategies using filters from the Hearts & Wallets Investor
Quantitative™ (1Q) Database. The IQ™ Database is recognized as the largest single dataset on
U.S. retail consumer attitudes, behaviors and buying patterns with over 40,000 U.S. households.
The Portrait™ report is written by Hearts & Wallets subject matter experts with decades of
operating experience in retail finance, consumer packaged goods and technology development,
and acumen honed at the nation’s finest business schools.

Least and Most Wealthy Households

U.S. households have grown 8.5% over the past decade from 116.1 million in 2007 to 126 million
in 2017. These households now make decisions on about $48.4 trillion of investable assets, with
assets growing steadily since 2008 and increasing $9.1 trillion in the past four years.

Currently, 75 million households are in the under $50,000 in investable assets group. Although
new households move into this asset group over time, the significant drop of 2.1 million in
households within this asset group over the past four years indicates some families have moved
into other, higher asset groups. Other significant gains during this period are seen within the
wealthiest households whose asset bases grow with capital markets. Currently, 1.4 million
households with over $5 million in investable assets make decisions on about $19.8 trillion, or
about 40% of all U.S. household assets. Households with $1 million and above, which total 6% of
the U.S. households overall, control 70% of all U.S. household investable assets.
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U.S. Family Asset Gains/2

“The really exciting news for American families is the progress made at the lower end of the
investable asset spectrum,” Laura Varas, CEO and founder of Hearts & Wallets said. “To grow
wealth from a small asset base takes a lot of work, and these families are succeeding through a
combination of savings and a small assist from the capital markets. Families in this asset group
are only one part of the fascinating, and evolving, wealth landscape in the U.S. The power of the
Portrait™ building blocks allow firms to understand consumer groups of all financial profiles and
develop products tailored to meet their needs.”

The lowest asset class is fairly evenly distributed as far as age goes. Only about one third (29%) of
households in 2017 in the under $50,000 asset class were younger than 35 years of age. Another
third are between the ages of 35 and 54. The final third are ages 55 and older. The Portrait™
report provides a national-level, comprehensive view of U.S. household wealth through an
exhaustive analysis of the Federal Reserve Flow of Funds, the Survey of Consumer Finances, the
U.S. Census, Hearts & Wallets Investor Quantitative™ Database and proprietary Hearts & Wallets
analysis. Specific data on areas of focus and market sizing can be drawn from the underlying
analysis, working with Hearts & Wallets subject matter experts.

Expanding the View of Wealth

American family wealth nearly doubles overall to total $86.5 trillion when using a broader
definition of household wealth. When real estate, pensions and non-corporate businesses are
included, investable assets only comprise about half (56%) of family wealth.

“Real estate in particular is an important component of household wealth,” Amber Katris, Hearts &
Wallets subject matter expert, said. “The inclusion of real estate in financial advice can be a
means of differentiation. At the very least, real estate is important to incorporate into personal
financial planning, especially as a family begins to think about downsizing for retirement.”

Projections and Future Affluence

The report includes five-year and 10-year projections for households and assets by age, lifestage
and generation. For example, Gen X assets will grow fast off a big base, reaching $18.7 trillion by
2022. Gen X will have double the assets of the Silent Generation and will attain over 50% of Baby

Boomer asset levels, which are projected to grow $34.3 trillion during the same timeframe.

Investable assets are only a starting point in developing projections. Consumer behaviors can
provide a more complete picture. For example, annual income can be examined for different
consumer groups. For households with under $100,000 in assets currently, there are 10.3 million
(43%) households under age 35 who earn $48,000 or more annually. These higher income
households have different situations than lower-earning age peers and solutions for the two groups

should be considered differently.
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U.S. Family Asset Gains/3

Going beyond income to look at the saving rate for consumers under 35 with under $100,000 in
investable assets, 5.3 million households are saving 10% or more of their income annually.
Younger household with high income and good saving behaviors have the potential to become

affluent in terms of assets in the future.

Market Sizing Exercises

The Portrait™ market sizing exercises illustrate some of the many customizable interpretations
that are possible with Hearts & Wallets data. Data on consumer behaviors can be used to size
markets, develop products and shape features for both existing solutions as well as market

opportunities for which solutions have yet to be developed.

For example, the report presents a market sizing exercise for “Income Management Tools for
New Retirees.” The market for this existing solution is 3.5 million households with $3.7 trillion who
use online tools and expect over 30% of their retirement income from personal assets may be
receptive to products to assist them in this major transition. Another market sizing exercise in the
report is “Overlooked Consumer Risk of Disruption.” Of the 49.4 million accumulators with less
than $50,000 in investable assets, 33 million “wish they were doing a better job saving.” Of these

nearly 21 million have little or no debt and are poised to accumulate assets.

“Two million of their peers already broke through the $50,000 ceiling in household assets,” Varas
said. “The question is which firms will be the ones to engage consumers overlooked by traditional
financial services companies. Fintech is now focused on lending and payments, which are the
areas that provide the highest margins. But what will happen when the tech industry really starts

to understand how to scale solutions in saving and advice?”

Methodology

The Hearts & Wallets Portrait™ U.S. Household Wealth: Essential Building Blocks to Empower Fact-Based Strategy &
Prioritization annual market sizing report is developed through an exhaustive analysis of the Federal Reserve Flow of Funds, the
Survey of Consumer Finances, Hearts & Wallets Investor Quantitative™ Database and proprietary Hearts & Wallets analysis.

Within Portrait™ investable assets are defined as consumer-controlled retirement accounts (annuities, defined contribution plans
and IRAs), bank depositions and taxable brokerage accounts, holding corporate equities, mutual funds, bonds and other
instruments. Pensions, equity in non-corporate businesses and real estate net equity are tracked separately in the expanded
definition of wealth and are not included in investable assets.

Retirement includes government defined contribution (dc) starting in 2015. CAGRs calculated using estimated government dc for
years prior to 2015. Equity in non-corporate business includes net worth of partnerships, limited liability companies, sole
proprietorships and non-corporate farms. Real estate is at market value for all types of owner-occupied housing, including farm
houses and mobile homes, as well as second homes that aren’t rented, vacant homes for sale and vacant land.

About Hearts & Wallets

Hearts & Wallets is a data and consulting firm focused on understanding the drivers behind retail investor decision making.
Combining a consumer marketing framework with financial services operating experience, the company is a catalyst for
consumer-driven innovation in retail investing and saving. Hearts & Wallets works with leading financial providers to improve the
effectiveness of their marketing communications, solution design and service delivery. For more information visit
www.heartsandwallets.com.
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