The Great
Wealth Transfer:

Building trust and relationships across generations
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Agenda

« Coming soon: The Great UK Wealth
Transfer

« Legacy: A very difficult topic

* The role of the adviser

Vanguard




Globally-built expertise in legacy and practice management

& 8

Adviser Retirement Advice
partner provider provider

. ?hﬁil;ggliggv?;;?ets » ~5million DC retirement « >400k US advised clients
- Active on 3 continents accounts « >$300bn AUM in the US

Our purpose: To take a stand for all investors, to treat them fairly,

and to give them the best chance for investment success
Vangual' d Source: Vanguard. 2023 data. 3



Coming soon: The Great
UK Wealth Transfer

Vanguard



Population and wealth by generations in the UK - 2020

31.1%

of Population

of Wealth

0.5%
Population Wealth

mQ0tol4yearolds ®mGenZ ®=Millennials ®=Gen X = Babyboomers ®Silent generation

Vanguard

68.4%

Total Wealth by Generation £

Silent generation
b. 1928-1945

~£1.5tn

Baby boomers
b. 1946-1964

~£5.1tn

Gen X
b. 1965-1980

~£2.3tn

Millennials
b. 1981-2000

~£7000bn

Gen Z
b. 2001-2020

~£51.5bn

Source: Vanguard Analysis based on ONS 2020 Wealth and Assets Survey, and 2020 National and Subnational Mid-year Population Estimates for the UK.

~£6.7tn



A generational shift:

Over the next three decades,

—~— o o
£ (trition NP

In wealth will change hands

UK Inheritances currently ~£100bn
annually, rising each year

Source: Vanguard Analysis based on ONS 2020 Wealth and Assets Survey, and 2020 National and Subnational Mid-year Population
Estimates for the UK, Demos: A new age of inheritance (January 2023)

Vanguard




Generational wealth challenges:
spanning borders and cultures

O of wealthy families lose their
wealth by the 2nd generation
and 90% will lose it by the
3rd generation

Source: The Williams Group

“From shirtsleeves to
shirtsleeves In three
generations”

Often attributed to the Scottish-born American industrialist and philanthropist Andrew Carnegie (1835-1919) but is not found in
his writing.

“From shirtsleeves to shirtsleeves in three
generations”

“From clogs to clogs in three generations.”

“From the stables to the stars to the stables.”

“The first generation creates wealth, the second
maintains it, the third studies history of art and the
fourth degenerates.”

“Third generation ‘ruins the house.”

“‘Wealth does not survive three generations.”

Sources: Wiktionary.org, www.gutzitiert.de/

Vanguard



Inheritance is everywhere

PENOUIN@CLASSICS

P ENG U I N o(LASS'CS

HONORE DE BALZAC
Old Man Goriot

CHARLES DICKENS

Martin Chuzzlewit Sense and Sensibility

A new translotion by OLIVIA MCCANNON

Vanguard 5



Poor Legacy Planning:
A story by Guy Ritchie




Painting a picture of the UK landscape

10,000 wits cioputec 300,000 samites apply 3690 of Gen zers e 29%0

of Millennials (26-41) say they’re not
for probate each year. Process . : . .
. focusing on saving for their retirement
takes more than 30 weeks

because they’re expecting to inherit3

in the UK annually?

13,000failed 41N5 aduns

PETs in 2020-214 do not have an LPA in place®

While 60% of baby boomers 41% of Gen X and Millennials 37% of wealthy individuals

intended to leave money to the next found it “uncomfortable” to discuss
generation, only 17% had a formal inheritance and wealth transfer with
plan in place’ their parents’

reported family conflict around
inheritance®

Sources:
v d 1The Guardian 2024: estimates by specialist solicitors. 2 The Law Society 2023. 3 Standard Life 2023. 4 Freedom of Information Request to HMRC (from RBC Brewin Dolphin).
anguar 5The Family Court. 8 Canada Life & Opinium 2022. 7 YouGov ¢2022. & Barclays 2011. Note: ‘PET refers to potentially exempt transfers. ‘LPA’ refers to ‘lasting power of attorney’. 10



Painting a picture of the UK landscape

36% of Gen Zers & 29%

of Millennials (26-41) say they're not
focusing on saving for their retirement
because they’re expecting to inherit!

While 60% of baby boomers intended

to leave money to the next generation,
only 17% had a formal
plan in place?

v d Sources:
angllal‘ 1 Standard Life 2023. 2 YouGov ¢2022. 11



Women and advice

Women are “Dual inheritors”
« Extra c2 years of Life expectancy on average!

Life expectancy at age 60!

88

« Women c2 years younger than spouse on o7
average! 86
85

. 84

Later life care 83
 In the UK, women outnumber men 3:1 in 82
nursing homes? 23

Women Men

Up to 70% of women will move away from the
financial adviser after the death of their partner3

10ONS, data as at May 2024. Average age gap in opposite sex marriage is c2 years in the UK.

vanguard 2Dr Eliza Filby, Taking the Reins: Female Clients and the transfer of wealth (2021).

3 Sources: Pooneh Baghai, Olivia Howard, Lakshmi Prakash, and Jill Zucker, 2020.




Children and advice

Some leading reasons:

'5:’\‘ Lack of previous engagement

G Depletion of portfolio size

?% of children would not consider

. . . retaining their parents’ adviser after
Mis-match in brand, generation, gender they receive an inheritance

vanguard Source: Only 13% of adult children would use parents’ adviser: Cerulli. Available at https://www.investmentnews.com/only-13-of-adult-childrenwould-use-parents-adviser-cerulli-79471. The Williams Group.
13



Children and advice
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Your practice: Consider some illustrative numbers

of children intend
of women leave

to fire their parents’ : :
) . . their adviser
financial adviser )

. following the death
after they receive

: : of a spouse
an inheritance P

Source: Pooneh Baghai, Olivia Howard, Lakshmi Prakash, and Jill Zucker, 2020. Women as the next wave of growth in US wealth management. McKinsey & Company, available at
https://www.mckinsey.com/industries/financial-services/our-insights/women-as-the-next-wave-of-growth-in-us-wealth-management. Investment News, 2019. Only 13% of adult children

Vangua.rd would use parents’ adviser: Cerulli. Available at https://www.investmentnews.com/only-13-of-adult-childrenwould-use-parents-adviser-cerulli-79471. The Williams Group.

15



Your practice: Consider some illustrative numbers

04%

Estimated Baby
Boomer and older
proportion?

¢

of women leave

O their adviser
O following the death

of a spouse

70% =

Advisers unappointed
by client’s survivors

vangua.r d Source: Nextwealth Report 2023 (number approximate and derived from assuming proportional client representation within the age 55-64 age category).

38%

Proportion of existing
client bank not retained

16



Legacy: A very
difficult topic

Vanguard



Why so difficult?

N\

* Uncomfortable * Full of uncertainty
@ Th e S u bJ eCt « Morbid » Age and vulnerabilities
« Secretive « Cognitive decline

Weak adviser relationship Non-communication between

';STF-:J Th e p art Nner Previous relationships/complex partners

family structure Different objectives between partners

Geographical distance, major Their own partners

m Th e h e| s differen.ces in needs/values Major differences between heirs
Protectiveness

Generational mis-matches * Super-soft skills

Th e ad V | S er » Cost/servicing mis-match » Legislation & the tax tail (on the

legacy planning dog)

Vangual‘ d 18



Why so difficult?

Which of these are
the most difficult?

Y The heirs

X~ The adviser

/

Vanguard



Cognitive decline is a real risk

(.

66

&
14,

Vanguard

The lifetime risk of dementia is about 31%

(37% for women, 24% for men)

Two out of three people can expect to
experience cognitive impairment (both with
and without dementia) in their lifetime.

The perceived cost of mistiming (from the
investor’s perspective) is estimated to be

equivalent to 14% of net worth.

Sources: Vanguard Research: The Risk of Cognitive Decline: Investors’ perception and preparation, 2021, Anna Madamba, Ph.D.

Vanguard

The risk of cognitive decline:
Investors’ perception and

preparation

‘Vanguard Ressarch August 2021

Anna Madamba, Ph.D.

B Cegnitive decline is characterized by cognitive impairment with or without dementia.
Estimates in the academic literature show that two out of three adults will experience
cognitive decline, with about one in three suffering from its severe form, dementia
Our findings show that investors’ estimates of their own cognitive decline risk are
more in line with the nsk for dementia than with the broader risk of cognitive decline.

B In our study, we assessed how investors would manage the possible onset of cognitive
decline: who they would choose as agent to act on their behalf, any preparations they
had made to mitigate this nsk, and how they would handle the eventual transfer of
financial control. We found that a family member, especially a child, was the main choice
of agent in case of incapacity. In the absence of a child, other family members {such as
siblings, nieces, or nephews) were often chosen, as were friends and institutions.

B Investors generally have some plans in place to address cognitive decline, such as
hawving a power of attorney and a living will. But planning for more task-specitic duties,
such as identifying a person who will check mail or pay bills, prearranging care, and
providing guidelines for the transfer of control of finances, is less common.

B In the event of cognitive decline, timing the transfer of control of finances correctly is
key and can have significant implications for investor well-being. Our study measured
the welfare cost of a mistimed transfer, which captures the value of being able to control
when to hand over finances to an agent in case of cognitive decline. On average, we
estimate that this cost is equivalent to 14% of net worth

Acknowdedgments: Thank you 1o Amnette Bonner, Sophia Bunyaraksh, and Fu Tan for their suppart of the survey: 1o Kevin
Wick, Andiew Yongey, and Jackin Yousse! lor planning consultation; and to thé Vanguand Research Initiative [VRI) team of
John Amerks, Andrew Caplin, Minjoon Lee, Matthew Shapiro, and Christophes Tonetti for the joint academic research this
papear is basad on.

20



The role of
the adviser

Vanguard



Intervention
oriented

1

Financial value:
advisers help investors
to meet their financial
goals and overcome
obstacles and challenges
along the way.

vanguar d Sources: Vanguard.

The Source of Advice Value

il

Financial

Portfolio

Vanguard’s 4 Pillar Framework for Advisers’ Value

2

Portfolio value:

building a well-diversified
portfolio matched to the
client’s risk tolerance.

@

Emotional

S

Time

3

Emotional value:
helping investors
achieve financial well-
being or peace of mind
and instilling confidence
in them.

Process
oriented

A

Time savings value:
performing tasks for your
clients that they may not
have the capacity or
knowledge to undertake
themselves.

22



Loan Trust 14 Year Rule

Whole of Life £175,000 Whole of Life
. 7 Year Rule == Business Relief Pre Dwned Asset
175.000
Intestacy
Inter=Vivos . [iscretiona
D ISC retlonary Intestacy | 5.000 Interest in Possession W|||5

Gift with Reservation nterest in Possession N RB n ES a{;
PREEF I4 Year Rule 40% Trusts PETD ‘Eusi ssssss of I NIthé
U Inter—VIVOS
WI”S Wh0|e Of Llfe Loan Trust Interest iIn Possession

DGT g7 Year Rulem ¢40% iing Loan Trust
xInheritance:T ax .
\\/i1457 Year Rule Intéd'r”Vlvos

RN RB 14 Year Rulet Trusts Discretionary
NREBusiness Relief FTUSTS. G |ft| ng

RN RB sting Pow

5B ot Lasting Power of Attorney

Excluded Property

Gift with Reservation  Inheritance Tax
Bxoluded Property — Gift with Reservation £325,000
DGTﬁzi:i.nnn Wills Tru Sts

ﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂ

Vanguard
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Communication and trust are crucial

Reasons family wealth is lost

60%

Breakdown in trust
and communication

25% 10%

Failure to prepare No family
heirs mission

vangua.r d Sources: Roy Williams and Vic Preisser, 2010. Preparing Heirs: Five Steps to a Successful Transition of Family Wealth and Values; Vanguard.

The components of trust

17% PO

53% (&

30% W&

Functional
Does what the adviser
says he/she will do

Emotional
Allows me to sleep
better at night

Ethical

Will act in my best
interest at all times

24



Human advice retains the advantage

Vanguard research Fe ry 2022

Quantifying the investor'’s view on

Peace of mind added the value of human and robo-advice

In this paper, we quantify how much investors value financial advice and where they
believe advisors add value. Using a survey of more than 1,500 investors who
reported having a human advisor, a digital service, or both, we found the following:

Human-advised Digital-advised

e Advice adds value across the board. Regardless of the method of delivery, investors
believe advice provides higher incremental portfolio value than going it alone. The
perceived value-add to annual performance was 5% for human advice and 3% for

digital-only advice.
80% 71% Y 4
e The loyalty to human advisors is enduring. While more than 0% of human-advised
A A dlients say they would not consider switching to digital, 88% of robo-advised clients

would consider switching to a human advisor in the future.

59% : : .

. . @ Clients prefer emotional support from human advisors. Investors using human
Peace Of mlnd Peace Of mlnd advisors estimate being $160,000 closer to achieving their financial goals. Three
increased 56 increased 12 times as many investors report having strong peace of mind when working with a

human advisor as compared to going it alone.

percentage percentage
. t . o Digital advice also serves a role. Investors prefer digital advice for certain portfolio-
pOIn S pOIntS management services such as diversification and tax optimization.
e The preference for advice delivery type is not dictated by client age or wealth.
Across the board, clients suggest that human adwisors should consider cutomating
their portfolio management services, leveraging technology to scale their business
while strengthening their uniquely human value.
0,
24 /0 Authors
Paulo Costa, Jorw E. Herahaw
PhO
Acknowledgments: We would like ta thank Annatte K. Bonner, Raja Das, Sam McCloy, Elizabeth Miller, and Maria Guinn
for their survey development support.
On their own With advisor On their own With advisor

vanguard Source: Vanguard Research: Quantifying the investor’s view on the value of human and robo-advice, 2022, Paulo Costa, Ph.D. and Jane E Henshaw. 25



Two elements to succeed

We believe the key to success will be
engagement and proposition
development working hand in hand.

Engagement

Vanguard

Proposition

26



| &2 " TSI Engagement

1 Prepare and identify opportunities

Q Explore and Identify Risks

‘! Classify and segment client base

Don’t overlook clients without children

Vanguard



]@[ Engagement
1 Prepare and identify opportunities

Know Your Client(’s kids)

Amount (£)

Median amount received in inheritances of the value of £1,000

or more

35,000

30,000

25,000

20,000

15,000

10,000

5,000

0

16to 24

2510 34

34 to 44

Age of recipient

45 to 54

5510 64

65 and over




2 Engage primary clients

Opportunity for the Conversation

Second stage
of initial
Financial Plan

Initial
Onboarding

Beneficiary Health
events Changes

Vanguard

Annual Review

Beneficiary
Ages

Just because...




.

2 Engage primary clients

Positioning

Education

X 4

Preparedness Tax Planning

Vanguard



1 Hone your advice and
service offers

Needs: Accumulators vs Decumulators “Nastiest,
hardest
problem
1n
finance”

Accumulation Decumulation

More Homogenous More Heterogenous

* Low fees « Excellent Administration
» Acceptable returns * High interest and

- Low effort and low touch high trust — William F Sharpe

* Highly personalised Economist and Winner of 1990 Nobel Prize in Finance

Source: Vanguard and Coredata collaboration 2024.

Vanguard




1 Hone your advice and
service offers

Needs: Accumulators’ Specific needs “NaStieSt,
hardest
problem
Borrowing 1n
Cashflow Planning (retirement focus) fll’l anc e”

Servicing debt vs investing

Accumulation

Deeper Protection needs

Dual generation dependence

Educational expenses
— William F Sharpe

Economist and Winner of 1990 Nobel Prize in Finance

Source: Vanguard and Coredata collaboration 2024.

Vanguard




& Proposition

2 Develop your business model

A Diverse and Multi-Generational Practice

Age Profile: UK Financial Planners

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

0%

m Over 55

Vanguard

Firms looking to attract younger clients by age

of adviser
28%
. 990
45 to 55, /O
36%
Over 55
’ Over 65
of Chartered Financial
0% 20% 40% 60% 80% 100% Planners are women
m45to 55 ®m Under 45 mYes = No m Prefer not to say

Sources: Nextwealth: Financial Advice Business Benchmarks 2023.
Personal Finance Society data (survey of 7,578 chartered financial planners). 33



In summary

~£7 trillion We believe the key to success will be

engagement and proposition
Ulf,e\:\:hefnlig 3%223::36" development working hand in hand.

UK inheritances currently ~£100bn
annually, rising each year

« A threat for firms who do not adapt Engagement Proposition

* An opportunity for firms who take o 0
appropriate measures ]@[ M_%T@

d Analysis based on ONS 2020 Wealth and Assets Survey, and 2020 National and Subnational Mid-year Population Estimates for the UK,

v d Source: Vanguar
angua.r Demos: A new age of inheritance (January 2023) 34



Adviser call-to-action: first 3 Steps

Examine your client
bank and prioritise

Plan how to position
with your first client

Engage primary
clients and get a "Yes”

35



Questions/Discussion Time

Vanguard



Appendix

Vanguard



Focus on the uniquely human problems

Higher

N
Uniquely Human Advice
0000
S IIH}VMW"]\VM\
g
E
5
B |:|
_

Rebalancings
Cost-effective implementation

Nl Suitable asset allocation using broadly diversified funds/ETFs

Lower Value/immunity to automation Higher

Vangua.r d Source: Vanguard.
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Actionable Framework

1 Prepare and Identify opportunities 1 Hone your advice and service offers
2 Engage primary clients 2 Develop your business model
3 Bring the next generation into the 3 Embrace technology

conversation

Vangual‘ d 39



Resources you can share wi

Vanguard

Vanguard

Financial education assessment

Asyoumanage your own portfolio or assume additional roles ond responsibilities related to your family's financial
legacy, it's important to understond a few key financial ond investment concepts. To assess your current level of
understanding, please select the meost approprigte number for each of the following statements.

STRONGLY MODERATELY STROMNGLY
SN B DISAGREE AGREE AGREE
1. | feal confident in my ability to establish o monthly 1 Z 3 & 5
budget or budget for a special project and adhare s s Can s (“
to the plan. A A A A
2. lunderstand the mechanics of credit and debt and 1__ 2_‘ 3_h i‘__ 5
how to manage them prudenthy. \'f \'f \'f \'f (—
3. | understand the mechanics of saving, compound 1 2 3 & 5
Interest, and the Importance of vsing them to [ [ [ [ (—
meet long-term goals. L L L L
& | understond the importance of focusing on saving 1 z E 4 5
for retirement & & & & (—
- \ \ \ \
1 2 3 =Y
5. l'am clear on my Investment goals. fr= s fr=s -,
\ \ \ \ (—
&. | understond Investment concepts such as asset

classes, asset allocation, diversification in o
portfolio, and rebaloncing.

Y
I

7. lunderstond stock and bond market concepts such 1-; 2‘ 3-; 4_; 5
as risk, return, and volatility. \'(- \'(- \'(- \'(- (—
8. | have the time, willingness, and ability to manage L 2__ 3__ 'ﬁ__ 5
my Investment portfolic. \'r \'r \'r \'r (—
9. | understand the purpose and structure of basic 1 z 3 & 5
estote planning vehicles such aswills, trusts, ond ™ ™ ™ i (‘
power of attormey. A A A 5
10. | vnderstond the roles and responsibilities of L 2‘ 3-; 4‘ 5
trustees, and beneficlaries. \'(- \'(- \'(- \'(- (—
1 Fa 3 & 5
11. | understond the rules and tax impacts around — — — —
making chariable gifts. \ \ \ \ (—
12. | understond how different estate-planning 1 z 3 & 5
oppreaches can be used to mitigate [ [ [ [ ("

Inheritonce tax.

th your clients

Couple preparedness

assessment

‘We've all heard a story of an oocguointonce or friend who suddenty lost their partner. Along with the pain of loss this
«can cregte chaos, travma, and confusion for the remaining partner and perhaps other swervivors. Hove you considered
whether you're prepared to manage your finances independenthy? Whike going throwgh this exercise con be challenging,
it's an essential step in your overall planning.

Why should you discuss "being prepared"” as part of your wealth planning?
=« In an emergency, having a plon in ploce con help partners act quickly.

Vanguard

- [If something unexpected hoppens, partners will know whot steps they need to toke ond how to take them.

- Knowledge Is power. When both partners in @ couple have access to iImportant information, it alleviates

stress ond anxiaty.

Activity: How do | know if I'm prepared? The following assessment may help.

Step 1: Eoch partner should take this ossessment iIndependently and rote their level of agreement with eoch of the
followiing statemenits.

ol

1 3 3 & 5
1. Iknow and understand cur approximate networth. — —
CJ . .) \_J O ':. J

2. I knovw how to make payments for our Iving expenses 1 z 3 & 5
ond how to occess ow financial accounts. O C' O O |D

2. |knowwhere all our Importont documentotion 1 z 3 & s
is located so | con access information quickly. (j] O C j Cj] O

4. | understond whaot steps | nead to take in our plan 1 2 3 & =Y
and the order in which to take them If an emergency ) m [y
occurs and my spouse or partner can't help me. O = O e !

5. lknowwhere our financial assets are locoted and 1 E 3 & 5_
wihich financial providers we use. O :_) O O I":_;

4. | have relationships with cur financial providers, 1 2 3 i 5
so | feel comfortoble calling them when neaded. O O O O C

7. lwnderstand the purpose and details of estote 1 2 3 & g
planning arrangements we have in ploce such oswills, ~\ y ' Yy
trusts, powers of attorme (_) L I\_) (_) &/

40



& Proposition

2 Develop your business model

Partnering and Specialisms

Traditional model

Lending Broker

Investment Solutions

Financial Planning Solutions

\
* Insurance
Deep Estate Planning
Later Life Specialisms Solicitor Tax adviser
Complex tax structuring y

Vanguard "




2 Develop your business model

Partnering and Specialisms

Specialism Model

Lending
Broker

Tax adviser

Vanguard

Solicitor

Adviser

Adviser
Solutions

& Proposition

Technology
Partners

Go wider...
Later Life Insurance :
Specialist Broker Lite Coach
NED Search

Architect

Financial
Planning
Solutions

Investment Tailor
Solutions etc.
Partner

42



Investment risk Vanguard

The value of investments, and the income from them, may fall or rise and investors may get back less than they invested.

Important information

This document is directed at professional investors and should not be distributed to, or relied upon by retail investors.
This is designed for use by, and is directed only at persons resident in the UK.

The information contained herein is not to be regarded as an offer to buy or sell or the solicitation of any offer to buy or sell securities in any jurisdiction where
such an offer or solicitation is against the law, or to anyone to whom it is unlawful to make such an offer or solicitation, or if the person making the offer or
solicitation is not qualified to do so. The information does not constitute legal, tax, or investment advice. You must not, therefore, rely on it when making any
investment decisions.

The information contained in this document is for educational purposes only and is not a recommendation or solicitation to buy or sell investments.

Issued by Vanguard Asset Management Limited, which is authorised and regulated in the UK by the Financial Conduct Authority.
© 2024 Vanguard Asset Management Limited. All rights reserved.
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