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Opportunities and Obstacles:
The role of nancial advisors in charitable
planning and decision making

As the number of af uent and high net worth clients continues to
grow, investment advisors are nding increased opportunities to
offer advice on charitable giving. But for some, signi cant hurdles
may keep them from providing the complete range of services their

clients increasingly demand.

mericans have long been known
as a generous people, and for de-
cades that generosity has found

its key expression in the form of organized
giving to charitable and philanthropic or-
ganizations. Today, that impulse holds
truer than ever. For the third year in a row,
charitable giving in the United States has
increased, reaching a record amount of
more than $295 billion in 2006, according
to Giving USA 2007, the yearbook of phi-
lanthropy published by Giving USA Foun-
dation and the Center on Philanthropy at
Indiana University.

Clearly, Americans are ynding charitable
giving plays an increasingly important role
in their lives. And, like many other aspects
of their overall ynancial and investment
picture, these philanthropic individuals are
seeking advice on how to best incorporate
their charitable efforts into their ynancial
goals. As a result, ynancial advisors such

as registered investment advisors (RIAS)
and registered representatives are well
placed to offer critical advice to their cli-
ents on matters of charitable giving. How-
ever, while an August 2007 survey by
Schwab Charitable and Penton Research
has shown that nearly eight out of 10 ynan-
cial advisors are talking with their clients
about when, where and how to give, they
are challenged to provide the level of assis-
tance and expertise that their clients desire
and are coming to expect.

“As more and more wealthy individuals
and families focus their efforts on the world
of philanthropy, the role of ynancial advi-
sors stands to become increasingly impor-
tant,” says Kim Wright-Violich, president
of Schwab Charitable in San Francisco.
fiThis survey conyrms that advisors are ex-
panding into areas beyond stock picking,
but are ynding that some hurdles can stand
in their way.”

Between July 25, 2007 and August 2, 2007, 13,493 subscribers
of Registered Rep. magazine received e-mail invitations from Pen-
ton Research to participate in an online survey. Subscribers were
selected on an nth name basis from the following categories: Assets
Under Management (AUM) of $50 million or more OR annual
production of $500,000 or more. In order to increase the number of
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responses from Registered Investment Advisors (RIAs), an additional
wave of e-mails were sent on August 23, 2007, to all subscribers who
indicated their job function or yrm type was an RIA. Only subscribers
who provided an e-mail address and were not included in the initial
blasts were selected for this subsequent survey wave. The total popula-
tion for the study was 318, with 89 identifying themselves as RIAs.

Sponsored by:

2=
‘/Q//~

SCHWAB CHARITABLE™

Your Partner in Tax-Smart Philanthropy™



A Window into Giving

Any way you slice them, the numbers
related to charitable giving in the United
States are impressive. In 2006, donors gave
an estimated $12 billion more than in 2005,
a 4.2 percent increase over the 2005 total
of $283 billion. Those dollars powed to 1.4
million charitable organizations working
to improve the lives of citizens both here
and abroad. And the 4.2 percent increase
jumps to 6.6 percent when the nearly $7.4
billion in extraordinary disaster relief given
in 2005 is taken out of the equation.

As astounding as the raw numbers are,
however, exactly who is engaged in giving
is equally noteworthy. Even though 2006
was known as the year of the “mega gift,”
with Warren Buffet topping the headlines
with his $1.9 billion down payment on his
20-year pledge of more than $30 billion,
the bulk of charitable giving remained in
the hands of those a rung or two down the
wealth ladder. According to Giving USA,
about 70 percent of American households
give to charity, a number higher than the
percentage that vote or read a Sunday news-
paper. As well, giving by individuals re-
mains the largest single source of donation,
accounting for 76 percent of all estimated
giving in 2006.

It’s no surprise that wealthier individuals
are among some of the most important driv-
ers of this overall trend. For one, the number
of them is growing. According to consulting
yrm Spectrem Group, the number of afpu-
ent American households—those house-
holds with $5 million or more in net worth,
not including their primary residence—sur-
passed the one million mark for the yrst
time ever in 2006.' Further, the rise of the
so-called fimass afpuentd bracket of inves-
tors, a group deyned as having investable
assets of $500,000 or more, has outpaced
their wealthier brethren: there are now more
than 15 million such households in the Unit-
ed States, with 9 million of them worth $1
million or more.
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Most Advisors Discuss Charitable Giving with their Clients

Base = respondents who discuss
charitable giving, 318.

Advisors Initiate Most Charitable Giving Discussions

For those clients with whom you discuss charitable giving, who initiates the discussion?

31%

Client initiates
the discussion

Where are these well-to-do individuals
ynding charitable giving advice? Not sur-
prisingly, in some cases they’re receiving it
from their investment advisor. In an effort to
better understand the relationship between
advisors, their clients and issues surround-
ing charitable giving, this summer Schwab
Charitable and Penton Research surveyed
318 subscribers to Registered Rep maga-
zine. The goal was to measure the degree to
which ynancial advisors initiate the topic of
charitable giving with their afpuent clients,

Base = respondents who discuss
charitable giving, 251.

as well as to investigate the criteria advisors
use to determine when to initiate these con-
versations. In addition, the survey sought
to explore advisors’ perceptions of their
role with regard to charitable giving and
uncover differences in behavior and percep-
tions among varying advisor demographics.
Advisors who responded have an average of
$76.9 million in assets under management
(AUM), with nearly one in yve having $200
million or more in AUM. Their typical cli-
ent has an average of $2.4 million in assets,

! iAfpuent Market Insights 2007,0 Spectrem Group, www.spectrem.com.
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