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Millennial
investing behavior

Connecting with Millennial investors

Millennials need help with their unique financial concerns. So do their Baby Boomer and
Generation X parents. Position yourself to help both generations.

Key highlights

Millennials think and act
differently about money than
previous generations

2

They tend to invest like
someone twice their
age —cautious, conservative
and averse to risk

3

They have close relationships
with their parents, creating
opportunities for advisors to
connect across generations

Summary

Millennial attitudes toward money and investing largely reflect the events
that have shaped their young lives—terrorist attacks, a financial crisis, debt
accumulation and more. Many in this generation have entered adulthood
with an aversion to taking financial risks and a preference for safe havens,
whether in the form of stable value accounts in their 401(k)s or childhood
bedrooms in their parents’ homes.

Many Millennials are as risk averse as their grandparents.
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How much risk
are you willing
to take with your
investments?

Little or none

26% 31%

investors 35 years old and younger investors 65 years old and older

Source for data: Investment Company Institute, Research Perspective
“Ownership of Mutual Funds, Shareholder Sentiment, and Use of the Internet, 2015.”

For both Millennials and their Baby Boomer or Gen X parents, financial
independence seems further away than ever before. Many Millennials see a
more uncertain financial future for themselves due to an overhang of debt
and fears of investment losses in volatile financial markets. The parents of
these Millennials worry they’ll need to provide perpetual support to their
children, placing their own financial future in jeopardy.

For both generations, there are reasons for optimism and steps they

can follow to find financial independence. Financial advisors can play an
important role in the unique relationship between Millennials and their
parents to help entire families plan for the future on firmer financial ground.



The Pew Research Center
reported earlier this year that the
number of Millennials in the U.S.
surpassed the number of Baby
Boomers for the first time in 2015.

This news is significant because
it marks the end of an era in
U.S. society—the Baby Boomer
generation, long renown for its
large size and pervasive influence
on all aspects of American

life, has been overtaken by its
children, the Millennials, whose
values and behaviors differ from
their parents in significant ways
(see chart below).

The differences between
Millennials and earlier generations
in how they approach decisions
about money and investing are
challenging many traditional

rules of financial planning.

Young adults, now and then
. Baby Boomers in 1980

B vitiennials in 2016

College-educated women

Home ownership

Source for data: U.S. Census Bureau.

Millennials in 2015: 75.4 million

A4
Generation X in 2015: 66.0 million

NS

N
Baby Boomers in 2015: 74.9 million

Source for data: Pew Research Center, “Millennials overtake Baby Boomers as America’s
largest generation,” April 2016.

As an example, Millennials should
generally invest with more
emphasis on riskier assets like
stocks, given their longer time
horizon to retirement. Instead,
many Millennials are showing

To begin this discussion of
Millennials and their differences
with older generations, let’s
define who the Millennials are and
explore more about what they
believe and how they behave.

themselves to be averse to risk
and are avoiding stocks, much
like investors who are nearer to
or already in retirement.

Di t are non-white
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) S ore married
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Meet the
Millennials

Millennials are generally defined
as children born in the last two
decades of the 21st Century,
between 1981 and 1998

The first Millennials entered
adulthood in 1999, just as the
calendar was about to turn to
the next millennium.

As with previous generations,
Millennial beliefs and behaviors
have been shaped in large

part by the trends and events
that have occurred throughout
their young lives. But where
Baby Boomers and Gen X
generally thrived in a world of
sustained growth and expanding
opportunities, the significant
events Millennials have
experienced created more

fear and uncertainty.

Defining the generations

born 1928-45

Silent Generation

Consider when many in

this generation entered the
workforce. For many of the

first Millennials, their career
paths began in the early 2000s,
after the biggest technological
innovations had become
integrated into our workplaces
and our lives. Millennials have
always known a world where
there is email, Internet access
and, more recently, wireless and
mobile connectivity.

Many of the oldest Millennials
began investing for the first
time when they entered the
workforce in the early 2000s,
so they missed the longest and
strongest bull market for stocks
in U.S. history (1987-2000).
They also never experienced the
ravages of inflation in the 1970s
and early ‘80s.

Millennial profile

Source for data: U.S. Census Bureau

Education
22.3% have bachelor’s
degree or higher

Employment
65% are employed

Debt
71% have student loan
debt upon graduation

Income
Median earnings: $33,883

Wealth
Median net worth:
$10,400

Significant e Feky
events in Great Depression
childhood World War Il

Age in 2016
Millennials
born 1981-98 18-35
Generation X
born 1965-80 36-51
Baby Boomers -
born 1946-64 52-70
71+
Space Race Watergate Technology
Vietnam Energy Crisis September 11
Woodstock End of Cold War Housing Crash

Source for generational dates: Pew Research Center, 2015.

"There is no agreed-upon end-point for the Millennial Generation, so we defined this group as those who are in their young adult years

(between 18-35) in 2016.



Key events in the adult lives of Millennials

2016

Youngest Millennials turn 18,
entering adulthood

2013

Snapchat launched

2009 w
Obama takes office

2007

First iPhone
released

Netflix begins
streaming movies & TV

Invasion
of Iraq

2003 ()
o

1999
Oldest Millennials turn 18,
entering adulthood

Dot-com
stock bubble

2015

Amazon becomes
biggest U.S. retailer

China devalues currency

2011
Oldest Millennials turn 30

Desktop & laptop
computer ownership peaks

ﬁ% 2008

Peak of housing crash
& financial market crisis

2004

Facebook launched

2001

September 11
terrorist attacks



Millennials
and money

Advisors who work regularly
with Baby Boomer and

Gen X clients may find more
challenges when looking

to build relationships with
Millennial investors. But when
you understand how Millennial
experiences shaped their beliefs
about money and investing,
you can start to make
connections that can lead to
new client relationships.

They’re overburdened

with debt

For many students and families,
attending and affording college
has meant going into debt. In
2014, seven out of ten college
students graduated with
outstanding education loans of

nearly $29,000 on average.? The

struggle to pay off this debt can
shape how Millennials approach
other financial decisions, such

as when to begin saving or
investing for their future.

Recent college graduates
report spending about
one-fifth of their earned
income toward repayment
of student loans.?

They’re savers, not investors
The volatile and unpredictable
nature of life in the last 20 years
has made Millennials more
cautious and conservative,
especially about money. As a
result, many Millennials think of
themselves more as “savers”
than “investors.” A recent
BlackRock investor survey found
that Millennials are more likely
than older generations to say
investing is too risky for them.
But many don’t realize that
avoiding risk altogether can
actually be a risky strategy.

Percentage of total consumer debt

Silent
Generation

Source for data: Gallup, February 2016.

2|nstitute for College Access & Success.
3 Citizens Financial Group, April 2016.

4Harris Poll on behalf of Stash, March 2016.

Baby
Boomers

Generation X  Millennials

out
of

Millennials
are not
investing
in the stock
market”

Credit cards

Student loans

Auto loans

Other personal loans



They’re averse to risk

It’s unusual to see risk aversion
so prevalent among those who
have a long time to ride out
ups and downs in the financial
markets. But many Millennials
have seen two major market
corrections during their adult
lives (2000-2003 and 2007-
2009). In this context, their
aversion to risk makes sense.

Millennials on average
allocate 70% of their
investments to cash—
the highest among
all other generations.”

But Millennial investors are
paying a steep price for avoiding
risk and not participating in

the market. Many younger
investors may need a better
understanding of how risk and
return work together and why
compounding returns is key to
achieving long-term growth

(see chart below).

The power of compounding

They’re open to advice

In the wake of the financial
market crisis and housing
crash, many individuals —and
many Millennials, in particular—
developed a deep distrust

of Wall Street and financial
institutions. But Millennials

also recognize the value of
financial advice.

They’re generally receptive
toward working with advisors,
but they’re also likely to ask
questions and will look to verify
the advice they receive (often
through a Google search).

Technology is pervasive in
Millennials’ lives, of course.
Many have shown an interest
in using “robo-advisors”

to simplify their investment
decisions. But even as
robo-advice platforms gain
greater acceptance, personal
relationships are still
important—around half

of Millennials want in-person
contact with their

financial advisors.

Money at age of 62 if investing $2,000 per year and earning 8%

on average annually in a tax-deferred account.

Started investing at age...

M 22
H 32
N 22
M 52

5BlackRock Investor Pulse Survey, July/August 2015.

6

64%
of Millennials
believe a
personal relationship
with their
financial advisor
is important®

Making connections with
Millennials and starting new
client relationships can be

a challenge in this age of
information clutter and short
attention spans. But financial
advisors do have one avenue
available to help them reach
Millennial clients —through
existing relationships with
their parents.

$561,562

Starting 10 years
earlier means
twice as much
money at
retirement

$246,692

$100,846

$23,600



Millennials
and family

The Millennial generation also
differs from previous generations
in the close relationships

they have with their parents.
Where Baby Boomers and Gen

X were famous for resisting
parental authority and influence,
Millennials generally see their
parents more as role models.

Mom and Dad as “life coach”
One reason why parent-child
relationships are so different
for Millennials than prior
generations is the hands-on
approach the parents of these
Millennials took in raising their
children. As a result, Millennial
children tend to have a high
regard for their parents.

“Who’s your BFF?”

55%

of Millennials

say either
Mom or Dad®

8Fusion, Inc. Massive Millennial Poll, 2015.
’Deloitte University Press, November 2015.
8Pew Research.

Many see their mothers and
fathers as “life coaches” who will
always be available to answer
their questions and offer advice
on the challenges they face,
financial and otherwise.

Unfortunately, not all parents have
been ideal role models for their
children. Many Millennials have
seen the worst from their parents
too: low savings rates, high levels
of debt and chronic overspending.
These influences can help explain
why some Millennials are ardent
savers and tend to avoid the use
of credit cards.

The “Spongebob” generation
The generation that grew up
with “Spongebob Squarepants”
has taken the cartoon character’s
name to heart by “sponging”
off of Mom and Dad for a few
years after graduation. A lack of
well-paying job opportunities
and the weight of student loan
debt makes the idea of living at
home with parents appealing to
many adult Millennials.

The prospect of these
“boomerang kids” becoming
permanent residents in the family
home may cause distress among
some Baby Boomer parents.
They fear their children will never
be able to achieve financial
independence on their own. Plus,
this is happening at a time when
they’re also struggling with their
own challenges in planning

for retirement.

A wealth transfer wave

Between now and 2030, around
$27 trillion in wealth will be
transferred to spouses, children
and others across generations,
according to Deloitte.” During
this time, much of this wealth will
go to Baby Boomers and Gen X
members. But by 2030, the

°PwC, Global Private Banking and Wealth Management Survey, June 2011.

M

More
18-34
yvear olds

reside in their parents’
homes today than on
their own for the first
time in recorded
U.S. history?®

Millennial generation will receive
more wealth transfers than Baby
Boomers for the first time.

Many financial firms and advisors
see opportunity when all of this
wealth changes hands. In many
cases, the recipients of this wealth
will develop new relationships with
different financial advisors at the
time of transfer. For this reason,
many advisors will place priority
on building ties with Millennials
and children of Baby Boomers,
hoping to be in the right place at
the right time to catch a transfer
of wealth when it happens within
a family.

Advisors lose more than
50% of client assets
on average when wealth is
transferred to another
generation.®




T The intergenerational advisors comes in helping their
Making J PIng

. opportunity existing Baby Boomer and

connections Many Baby Boomer and Gen X clients manage this

H B H Gen X parents feel financial squeeze on their time and
Wi t h M I l | ennia l S pressures on three fronts: financial resources.

providing for their Millennial
children, caring for their

aging parents, and planning
for their own looming
retirement. Because of these
multigenerational challenges,
the entire family may find their
financial independence

In the unique family dynamics
between young Millennial adults
and their Baby Boomer or Gen
X parents, financial advisors can
play an important role in helping
both generations find their own
paths to financial independence.

Forging new relationships with
their Millennial children can
help. By working with Millennials
to find a path to financial
independence, advisors can
relieve some of the stress felt by
their Baby Boomer and Gen X
parents and, as a result, help the

in peril.
entire family build a foundation
The intergenerational for a secure and comfortable
opportunity for financial financial future.
Six ideas for
connecting with
Millennial clients
Foster relationships Seek strategic partnerships
with parents and with innovative and non-traditional
family members service providers
Use technology strategically Make it about moments
to share information that supports because experiences matter more
the advice you give than objects to this generation
Tailor your messaging Communicate with video
to address the unique concerns to help drive action and
Millennials have about their future create authenticity

Adapted from Edelman, “Six Ways Financial Services Firms Can Reach Millennials,” March 2016.



Client takeaways

For Millennials

Manage debt (student loans in particular)
Strategies for the quick and consistent repayment of loans
can help relieve Millennials of overwhelming debt burdens

Turn saving into investing
Helping Millennials see the types of risk they face throughout their
lives can change their existing beliefs and behaviors toward investing

Invest for long-term growth
Put the power of compound growth to work in a portfolio
that’s suitable for their time horizon and risk tolerance

For their Baby Boomer and Generation X parents

Find financial independence
Relieve some of the multi-generational pressures by helping
Millennial children step out on their own financially

Plan for wealth transfer
Develop a custom plan for the family to help make
accumulated wealth available to all generations

Protect your own financial future
Make sure the client’s own retirement needs are
being met with an appropriate plan

Nationwide’

IMPORTANT DISCLOSURES

This material is not a recommendation to buy, sell, hold, or rollover any asset, adopt an investment strategy, retain a specific investment manager or use
a particular account type. It does not take into account the specific investment objectives, tax and financial condition or particular needs of any specific
person. Investors should work with their financial professional to discuss their specific situation.

Except where otherwise indicated, the views and opinions expressed are those of Nationwide as of the date noted, are subject to change at any time,
and may not come to pass.

Market index performance is provided by a third-party source Nationwide deems to be reliable. Indexes are unmanaged and have been provided for
comparison purposes only. No fees or expenses have been reflected. Individuals cannot invest directly in an index.

S&P 500° Index: An unmanaged, market capitalization-weighted index of 500 stocks of leading large cap U.S. companies in leading industries; gives a
broad look at the U.S. equities market and those companies’ stock price performance.

Nationwide Funds distributed by Nationwide Fund Distributors LLC (NFD), member FINRA, King of Prussia, Pa. NFD is not affiliated with any subadviser
contracted by Nationwide Fund Advisors (NFA), with the exception of Nationwide Asset Management, LLC (NWAM).
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