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CEO’s NOTE

Walt Bettinger
President & CEO

See page 42 for important information. ◆ Schwab Intelligent Advisory™ is made available through Charles Schwab & Co., Inc. (Schwab), a dually 
registered investment advisor and broker-dealer. Portfolio management services for Schwab Intelligent Portfolios® are provided by Charles Schwab 
Investment Advisory, Inc. (CSIA), a registered investment advisor. Please refer to the disclosure brochures for details about Schwab Intelligent 
Advisory. Free credit balances are swept into deposit accounts at Charles Schwab Bank (Schwab Bank). Brokerage products and accounts are offered 
by Schwab, Member SIPC. Deposit and lending products are offered by Schwab Bank, Member FDIC and an Equal Housing Lender. CSIA, Schwab and 
Schwab Bank are separate but affiliated companies and are subsidiaries of The Charles Schwab Corporation. (0817-YHMF)

1“Is There Ever a ‘Bad’ Time 
to Invest?” schwab.com, 
02/17/2017.

The Time  
Is Now
Don’t let indecision  
keep you from getting 
ahead.

common mistake investors 
make is to sit on the 

sidelines until they’ve deemed it 
“safe.” Unfortunately, a market’s 
potential isn’t always clear until 
much of the gains have already 
been made. Thus, by waiting for 
the perfect moment to invest, 
those who hesitate can miss out.

That’s why we encourage people 
to view investing as a lifelong journey 
in which steady progress is more 
important than perfect market 
timing. Indeed, our research shows 
that setting aside even modest 

amounts—and continuing to do so 
when markets turn rocky—can yield 
better results than trying to anticipate 
the market’s ups and downs.1 So why 
do some people wait … and wait?

It’s because they fear making the 
wrong move at the wrong juncture—
something FDR acknowledged when 
he cautioned a nation in the grip of 
the Great Depression that “the only 
thing we have to fear is fear itself.”

One way to combat such fears is 
with a plan of action, which is why we 
created Schwab Intelligent Advisory™, 
which pairs online planning tools 
with the seasoned advice of a Certified 
Financial Planner™. By articulating 
our goals and developing a long-term 
strategy to reach them, we’re much 
less likely to succumb to emotion.

Whether you’ve already created a 
financial plan or are just starting the 
process, make sure it’ll weather both 
good times and bad. Because, over the 
long haul, time in the market almost 
always beats timing the market.

Sincerely,

We encourage 
people to view 

investing as a 
lifelong journey 
in which steady 

progress is more 
important than 
perfect market 

timing.

A
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arlier this year, the U.S. Securities and Exchange 
Commission took action against 27 individuals 

and organizations for publishing misleading financial 
news under the “guise of impartiality.”1 (Needless to 
say, Schwab was not among them.) In many of these 
instances, public companies had hired individuals to 
generate positive publicity for their stocks by posting 
stories on various websites.

While the fines may cut down on the flow of 
fraudulent financial news, it certainly won’t stop 
it altogether. If you come across an intriguing  
investment idea but wonder if it’s too good to be 
true, consider the following steps:

EBelieve It—
or Not
Are you getting your 
financial news from a 
trustworthy source?

CONTENTS   FRAUDULENT FINANCIAL NEWS   |   MISSING MONEY  |  HEALTH SAVINGS ACCOUNTS  |  AND MORE
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THE BOT TOM LINE

mpossible as 
it may seem, 

Americans misplaced 
$7.76 billion in 2015.1 
How? By switching 
jobs or financial 
institutions and 
unwittingly leaving 
assets behind.

The majority of 
unclaimed money 
comes from brokerage, 
checking and savings 
accounts, along with 
annuities, 401(k)s and 
Individual Retirement 
Accounts.

Companies are 
required by law to mail 
abandoned funds to 
the owner’s last known 
address. If they’re 
returned or the owner 
can’t be reached, the 
assets must be relin-
quished to the state.

NEXT 
STEPS

I

Verify the numbers
Look up the company’s fundamentals 
and valuation to see if it’s performing 
as well as the post claims.

Read the fine print
Check to see whether the post is a paid 
advertisement or if there’s a disclosure 
noting that the author owns the invest-
ment being promoted. “If the post 
is unusually laudatory and there are 
no disclosures, that’s a red flag,” says 
Mark Riepe, senior vice president at the 
Schwab Center for Financial Research.

Get Schwab’s perspective on the 
markets and investment opportunities 
at schwab.com/insights.

Find more investing and personal finance tips 
at schwab.com/personalfinance.

Check the author bio
Does the author have a verifiable back-
ground in finance? “Anyone can have 
an opinion about investing,” says Mark, 
“but some opinions are more credible 
than others.”

Confirm credentials
Broker-dealers like Schwab are 
members of the Financial Industry 
Regulatory Authority (FINRA), the 
single-largest independent regulatory 
body for securities firms operating in 
the United States. FINRA members 
cannot publish information they 
know to be false or misleading, and  
all their public-facing content is 
carefully reviewed for fairness and 
balance.2 (Online publishers that 
aren’t FINRA members don’t follow 

this process before posting financial 
news or guidance.)

Get a second opinion
Talk to a financial advisor about any 
potential investments in the context of 
your overall goals. “He or she might ease 
your fears—or confirm your suspicions,” 
Mark says. “Either way, you’ll be getting 
input from someone you can trust.”

The bottom line Identify a few 
trustworthy sources for your financial 
information—and when in doubt, do 
your homework.
1“SEC: Payments for Bullish Articles on Stocks 
Must Be Disclosed to Investors,” U.S. Securities 
and Exchange Commission, 04/10/2017.
2According to FINRA rule 2210 (d)(1)(b).

See page 42 for important information. 
(0817-7R2Y)

LEARN
MORE

Lost and 
Found
How to track down missing 
money.

The good news 
is that it’s relatively 
painless to locate 
lost funds. Online 
resources such as 
missingmoney.com 
and unclaimed.org 
allow you to search 
for assets in any states 
in which you’ve lived 
or worked. And if you 
do find money that’s 
owed to you, it’s often 
as easy as filling out a 
simple online form to 
get it back.

Darin Bostic and 
James Koller, two 
Orlando, Florida-based 
Schwab financial plan-
ners, point out that the 
best way to keep track 
of your funds is not to 
lose them in the first 
place. “Consolidating 
similar accounts, such 

as old and new 401(k)s, 
can help you keep track 
of your savings,” says 
Darin.

“What’s more, 
consolidation helps 
ensure your assets are 
working in harmony 
toward your long-term 
goals,” says James. 
“It’s difficult to follow 
a comprehensive 
investment strategy 
when your money is 
spread out all over the 
place.”

The bottom line 
Consolidating your 
accounts can help 
ensure none of your 
hard-earned money 
goes missing.

1National Association 
of Unclaimed Property 
Administrators.

See page 42 for important information. (0817-XGKH)
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ike Flexible Spending Accounts 
(FSAs), HSAs allow you to set 

aside funds to pay out-of-pocket 
medical expenses. Unlike FSAs, HSAs 
can help those in high-deductible 
health plans1 sock away triple-tax-free 
money for retirement. Here’s how:

n	 Contributions to HSAs are 
tax-deductible.2

n	 Capital gains, dividends and 
interest accumulate tax-free.3

n	 You pay no tax on withdrawals for 
approved medical expenses.

Triple-tax-advantaged Health 
Savings Accounts (HSAs) are 
a retirement strategy worth 
considering.

n	 And whereas an FSA is attached 
to your employer and you forfeit 
any unspent money at the end of 
the year, an HSA is yours even if 
you change jobs and you can keep 
the money all the way into retire-
ment (though you can no longer 
contribute once you’ve enrolled in 
Medicare).

“It’s really a unique opportunity to 
use a highly tax-advantaged strategy 
for retirement,” says Robert Aruldoss, 
a senior financial planning analyst 
at the Schwab Center for Financial 
Research.

A recent report from HealthView 
Services estimates that the average 
lifetime out-of-pocket health care 
costs for a 65-year-old healthy couple 
that retired in 2015 will be $394,954.4 
Fortunately, HSA-qualified expenses 
include co-insurance, deductibles, 
dental and vision care, prescriptions 
and many other items not covered by 
Medicare.

And here’s the clincher: If you use 
HSA funds on nonmedical expenses 
before age 65, you pay not only  
ordinary income tax but also a 20% 
penalty; however, if you use HSA 
funds for nonmedical expenses after 
age 65, you pay only ordinary income 
tax. In other words, you’d take no 
worse a tax hit than you would with 
an Individual Retirement Account.

The bottom line HSAs can help boost 
your retirement savings for health- 
related expenses triple-tax-free.

L

A Different Way to Save

1Defined as those with a minimum annual 
deductible of $1,300 for individuals and $2,600 
for families. Enrollees can’t be enrolled in 
Medicare, claimed as a dependent on someone 
else’s tax return or covered by another health 
plan without a high deductible. | 2While HSA 
contributions are exempt from federal income 
tax, they are not exempt from state taxes in 
Alabama, California, New Jersey and Wisconsin. 
| 3State taxes may vary. | 42015 Retirement Health 
Care Costs Data Report.

See page 42 for important information. 
◆	This information is not intended to be a 
substitute for specific individualized tax, 
legal or investment-planning advice. Where 
specific advice is necessary or appropriate, 
Schwab recommends consultation with a 
qualified tax advisor, CPA, financial planner 
or investment manager. (0817-XGJF)

Find more about planning at 
schwab.com/personalfinance.

LEARN 
MORE
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The bottom line If you own munis, keep an eye on their creditworthiness for signs 
that pension obligations may compromise their ability to pay.

THE BOT TOM LINE

Call 866-893-6699 to talk with 
a Schwab fixed income specialist 
about how muni bonds can fit into 
your portfolio.

NEXT 
STEPS

onsumers aren’t the only 
ones who need to worry 

about their creditworthiness. 
Several major U.S. cities—
including Chicago, Detroit and, 
most recently, Dallas—have seen 
their credit ratings downgraded 
in recent years in the face of 
escalating pension obligations.

The challenge generally 
stems from demographics: 
Because people are living longer, 
municipalities must set aside 
more than originally anticipated, 
eating into funds available for 
other costs—including debt 
payments. However, Cooper 
Howard, a Schwab senior fixed 
income research analyst, believes 
the danger is likely to be limited. 
“While some municipalities may 
struggle to make payments, we 
don’t expect widespread defaults 
due to underfunded pensions,” he 
says. “And not all municipal bonds 
are affected to the same degree by 
pension liabilities. Some munis 
are legally backed by a dedicated 
tax pledge as their source of 
repayment.”

Even so, Cooper suggests the 
following four actions to help 
reduce pension-related risk:

Monitoring 
Munis
Mounting pension 
obligations could 
spell trouble for some 
municipal bonds.

See page 42 for important information. ◆ Fixed income securities are subject to increased loss of 
principal during periods of rising interest rates. Fixed income investments are subject to various other 
risks, including changes in credit quality, market valuations, liquidity, prepayments, early redemption, 
corporate events, tax ramifications and other factors. ◆ Tax-exempt bonds are not necessarily suitable 
for everyone. Information related to a security’s tax-exempt status (federal and state) is obtained from 
third parties and Schwab does not guarantee its accuracy. Tax-exempt income may be subject to the 
Alternative Minimum Tax (AMT). Capital appreciation from bond funds and discounted bonds may be 
subject to state or local taxes. Capital gains are not exempt from federal income tax. ◆ Diversification 
strategies do not ensure a profit and do not protect against losses in declining markets. (0817-XZAE)

C

1   Keep an eye on  
credit ratings

These have historically been an 
excellent indicator of a muni issuer’s 
ability to meet its near-term debt 
obligations. More-conservative 
investors will want to stick with 
munis rated A or better.

2   Do some digging

Read through muni bond issuers’ 
recent disclosures, financial 
statements and notices of material 
events. Also monitor bond-
rating reports to glean whether 
governments are tackling pension 
problems or postponing action.

3   Consider professional  
      management

If you don’t have time to monitor the 
credit conditions of multiple bond 
issuers, consider partnering with a 
professional manager—or investing 
in a muni-bond mutual fund or 
exchange-traded fund.

4   Diversify your holdings

Avoid too much exposure to a single 
municipality. Cooper suggests owning 
at least 10 individual issuers with 
different credit risks. Alternatively, 
“bond funds are generally diversified, 
mitigating the impact of any single 
issuer,” he says.
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omen underestimate their 
abilities, are risk-averse and—

broadly speaking—are less confident 
than their male counterparts, 
according to a landmark study by 
Tahira Hira of Iowa State University 
and Cäzilia Loibl of The Ohio State 
University.1 Yet it’s these very qualities 
that can give them an edge as investors.

Moreover, men and women earn 
roughly the same returns, report 
Brad M. Barber and Terrance Odean 
of the University of California, Davis; 

however, women do so with consider-
ably less risk.2

So, what can we all learn from the 
way women invest?

Trade less often
Long-term investors who trade too 
frequently may incur higher costs and 
risk mistiming the market. Indeed, 
Barber and Odean found that men 
trade 45% more than women—and 
that trading reduces their net returns 
by 2.65 percentage points a year, 
compared with 1.72 percentage points 
a year for women.

Do your homework
Because women frequently harbor 
doubts about their financial savvy, 
they tend to more heavily research 
their investments. According to Hira 
and Loibl, 79% of women described 
themselves as wanting to know all 
the details, compared with 73% of 
men.3 Due diligence doesn’t guarantee 
success, of course, but it does result in 
more-informed decision-making and 

fewer surprises about a bond’s, fund’s 
or stock’s fundamentals.

Recognize risk
Risk aversion can lower returns, 
but excessive risk-taking can do real 
damage to your portfolio. A majority 
of women in Hira and Loibl’s study 
preferred taking “average or below-av-
erage” investment risks, whereas 
about half the men preferred taking 
“above-average or substantial” risks—
making women more likely to diversify 
and less prone to put too much into a 
hot stock or market bubble.

The bottom line A more measured 
approach to investing can help make 
better investors of us all.

1Gender Differences in Investment Behavior, 
08/31/2006. | 2“Boys Will Be Boys: Gender, 
Overconfidence, and Common Stock Invest-
ment,” The Quarterly Journal of Economics, 
02/2001. | 3Gender Differences in Investment 
Behavior, 08/31/2006.

See page 42 for important information. 
(0817-XKTV)

W

Women’s 
Investing 
Advantage
The benefits of patience, 
research and caution.

Are you taking on too much risk? Log in to 
schwab.com/portfoliocheckup to find out.

NEXT 
STEPS



1 0    |    C H A R L E S  S C H W A B    |    FA L L  2 0 1 7

IL
L

U
S

T
R

A
T

IO
N

 B
Y

 L
A

R
S

 L
E

E
T

A
R

U

THE BOT TOM LINE

From Schwab Bank: Schwab Bank’s home lending program provided by 
Quicken Loans offers Schwab clients discounts on select mortgages. 
Call 877-261-7872 or visit schwab.com/mortgagerates to learn more.

NEXT
STEPS

Brokerage Products: Not FDIC-Insured • No Bank Guarantee • May Lose Value

See page 42 for important information. ◆ Nothing herein is or should be interpreted as an obligation to lend. Loans are subject to credit and property approval. Other conditions 
and restrictions may apply. ◆ Schwab clients may be eligible for advantaged loan pricing based upon their balances at Schwab. ◆ Home lending is provided by Quicken Loans, 
Inc., the home loan provider of Charles Schwab Bank. Quicken Loans, Inc., Equal Housing Lender, is not affiliated with The Charles Schwab Corporation, Charles Schwab & Co., 
Inc., or Charles Schwab Bank. Deposit and lending products are offered by Charles Schwab Bank, Member FDIC and Equal Housing Lender. (0817-Z214)

n May 2017, the average cost of a single-family 
home in the United States reached $406,400.1 

That’s just $17,700 shy of the conforming-loan limit—
that is, the maximum mortgage eligible for purchase 
by the Federal National Mortgage Association 
(Fannie Mae) and the Federal Home Loan Mortgage 
Corporation (Freddie Mac)—in most of the country. 
Loans above that limit—called nonconforming, or 
jumbo, loans—aren’t guaranteed by Fannie Mae and 
Freddie Mac and so typically have more-stringent 
credit requirements.

In 2009, jumbo loans made up just 5.5% of all mort-
gages originated by large U.S. banks;2 by 2016, that 
figure had jumped to 20.3%.3 Given their increased 
prevalence, it’s important to understand how these 
loans differ from their conforming counterparts:

ILivin’ 
Large
As home prices 
have risen, so too 
has the demand 
for jumbo loans.

1   Interest rates 
While jumbos once commanded 
higher interest rates than conforming 
loans, that’s no longer the case. In fact, 
today it’s not uncommon to find jumbo 
loans with interest rates as much as 
half a percentage point less. “Think of 
it as a volume discount—the bigger the 
mortgage, the more willing lenders may 
be to lower rates,” says Gabriel Moreno, 
managing director of home-lending 
products at Charles Schwab Bank.

2   Down payments 
Unlike conforming loans, for which 
lenders often accept as little as 5% down, 
jumbo loans typically require 20%. 
“Some lenders may accept less, but 20% 
is the industry standard,” Gabriel says.

3   Qualifications
To reduce the likelihood of default, 
jumbo lenders often require above- 
average credit and a low debt-to-income 
ratio. In addition, lenders may require 
two years’ worth of financial statements, 
versus one for conforming loans.

4   Mortgage insurance 
Given the higher down payment and 
more-rigorous financial requirements, 
lenders often pay for private mortgage 
insurance themselves or waive the 
requirement altogether.

For borrowers able to choose between 
the two loan types, Gabriel says the deci-
sion often hinges on how they want to 
deploy their cash reserves. “Some might 
choose to put more money down in 
order to secure a conforming loan,” he 
says, “while others might prefer to hold 
that cash back for other opportunities.”

The bottom line If you’re wondering 
which loan type to pursue, consider how 
each would impact your cash reserves.

1Median and Average Sales Prices of New Homes 
Sold in United States, U.S. Census Bureau, 03/2017. 
| 2Rachel Louise Ensign, “Jumbo Mortgages Play 
Larger Role at U.S. Banks ,” The Wall Street Journal, 
07/04/2016. | 3Robyn A. Friedman, “Attention, 
Jumbo-Mortgage Shoppers: Deals Ahead,”  
The Wall Street Journal, 08/23/2016.
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Dear Reader,
First, let me say you’re smart to start 
thinking about saving while your son 
is still so young. As parents, we have a 
lot of financial obligations, and paying 
for college is one of the toughest of all. 
That’s especially true now with college 
costs rising at a rate much higher than 
inflation. In fact, the College Board esti-
mates a child born this year will need 
more than $150,000 in today’s dollars 
to attend a four-year, in-state public 
university, assuming annual tuition 
increases of 3%; private schools will 
cost almost twice that (see “Up, up and 
away,” page 12).1 There’s just no getting 
around the fact that college is expensive.

So, clearly, starting early and con-
tributing as much as possible are both 
important. But how you save is also 
important, for a number of reasons, 
including the impact on taxes and 
financial aid eligibility. Let’s take a 
look at the two most common college 
savings vehicles.

529 plans
I’m a big fan of these state-sponsored 
investment accounts, whose sole pur-
pose is to save for college. These plans 
have four main benefits:

1   Tax advantages
Although you contribute to the account 
with after-tax money, your investment 
grows tax-free and you don’t pay taxes 
(or penalties) on withdrawals so long 
as they’re used for qualified expenses 
such as books, room and board, and 
tuition. Many states offer residents a 
full or partial tax credit or deduction 
for contributions to their state’s plan—
and some states allow you to deduct  
contributions to any plan.

BY CARRIE SCHWAB-POMERANTZ

Saving for 
College:  
Know Your 
Options

How you save 
can be nearly 
as important as 
how much.

Dear Carrie, 
As a relatively new 
parent, I’m confused 
about the best way 
to save for my son’s 
college. He’s only 3 
years old, but I want to 
get started now. What 
would you suggest?

Q A
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ASK CARRIE

Visit schwab.com/intelligentadvisory to start 
creating a financial plan that balances college 
and retirement savings.

LEARN
MORE

2   Improved financial-aid eligibility
A 529 is considered a parental asset. 
That’s important because only 5.64% 
of parental assets are factored in when 
calculating your Expected Family 
Contribution (EFC)—the number that 
determines your son’s eligibility for 
need-based federal student aid—while 
20% of the child’s assets are considered.

3   High contribution limits
529 plans permit significant contribu-
tions, with many allowing $300,000 or 
more over an account’s lifetime. And 
you can contribute a tax-free lump sum 
of up to $70,000 ($140,000 per couple) 
by electing to treat the gift as though it 
were spread evenly over five tax years.2

4   Flexibility
If your son receives a full scholarship or 
decides not to attend college, you can 
also change the beneficiary to another 
family member, such as a sibling, 
stepsibling or even yourself. On top 
of that, anyone at all can contribute, 
so a 529 presents a great opportunity 
for grandparents to support their  
grandchild’s future.

Custodial brokerage 
accounts
You could also put aside money for 
college using a custodial account. This 
is an investment account in your son’s 
name that you set up and manage on 
his behalf until he reaches adulthood. 
The advantage of this type of account 
is that it has fewer restrictions than a 
529 plan. For example, you can make 
withdrawals at any time without 
penalty, so long as the money benefits 
the beneficiary, and there are no life-
time limits on contributions. The tax 
advantages, however, are few.

As with a 529, in 2017 you can 
contribute up to $14,000 ($28,000 per 
couple) to a custodial account without 
incurring the gift tax. But you’re only 
exempt from taxes on the first $1,050 
of earnings per year. The next $1,050 to 

$2,100 is taxed at the child’s rate (often 
10%—the lowest income tax bracket), 
and anything over $2,100 is taxed at 
the parents’ ordinary income tax rate.

More important, a custodial account 
is an irrevocable gift, which means the 
money becomes your child’s property 
once he reaches your state’s “age of 
majority” (usually 18 or 21). So, it’s a 

bit of a risk: Your son may spend the 
money on college, as intended, or he 
could choose something completely 
different!

Custodial accounts also put you at a 
disadvantage for financial aid. Because 
the accounts are considered a student 
asset, they’ll be factored into the EFC at 
the higher rate of 20%.

Don’t neglect retirement
Before saving anything for your child’s 
college, make sure you’re contributing 
the maximum amount allowable 
to your 401(k) or other retirement 
accounts.

I recently read that 20% of parents 
who had retirement funds were 
planning to use them to pay for their 
children’s college, while another 19% 
said they would do so if necessary.3 

I think this approach is a mistake for 
two reasons. First, if you withdraw 
funds from a 401(k) or a traditional 
IRA before age 59½, you’ll pay taxes 
on the withdrawal, plus a 10% early 
withdrawal penalty. Worse, you might 
jeopardize your retirement.

As parents, it’s natural to want to 
put our children’s needs first. But 

you can use loans to pay for your 
child’s education if you have to. You 
can’t get a loan for retirement. So, as 
important as college is, our retirement 
should always come first. Think of it 
as another way of taking care of our 
children, by ensuring we’re financially 
independent once we’re no longer 
working.

In any case, I encourage you to 
carefully review all of your options, 
keeping in mind what’s best for you 
and your son. And congratulations 
again for thinking about this now. 
By starting to save for your son’s  
education early, you’re giving him a gift 
that will last a lifetime.
Carrie Schwab-Pomerantz 
(@carrieschwab), CFP®, is president of 
Charles Schwab Foundation and senior vice 
president of Schwab Community Services 
at Charles Schwab & Co., Inc.

1College Cost Calculator. | 2In 2017, an individual can gift up to $14,000 a year to an unlimited number of 
people, without reporting or tax requirements. | 3How America Saves for College 2016, Sallie Mae.

See page 42 for important information. ◆ The Charles Schwab Foundation is a 501(c)(3) 
nonprofit, private foundation that is not part of Charles Schwab & Co., Inc., or its parent 
company, The Charles Schwab Corporation. ◆ Schwab Intelligent Advisory™ is made available 
through Charles Schwab & Co., Inc., a dually registered investment advisor and broker-dealer. 
◆ This information does not constitute and is not intended to be a substitute for specific 
individualized tax, legal or investment-planning advice. Where specific advice is necessary 
or appropriate, Schwab recommends consultation with a qualified tax advisor, CPA, financial 
planner or investment manager. (0817-YRXB)

Up, up  
and away
A child born today 
could pay nearly 
twice as much for a 
four-year college 
education, be it 
public or private.

n Cost today n Cost in 18 years

Source: The College 
Board. Estimates 
assume annual tuition 
increases of 3%.

Four-year, in-state 
public college

Four-year 
private college

$400,000

300,000

200,000

100,000

0

$300,734

$85,788

$152,753 $168,896
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If you are not a Kansas taxpayer, before investing consider whether your or the benefi ciary’s home state offers a 529 plan that provides its taxpayers with 
state tax benefi ts and other benefi ts not available through this plan. 

As with any investment, it is possible to lose money by investing in this plan.

The Schwab 529 College Savings Plan is available through Charles Schwab & Co., Inc. and is managed by American Century Investment Management, Inc. The plan 
was created by the Kansas State Legislature under the provisions of Section 529 of the Internal Revenue Code and is administered by the Kansas State Treasurer. 
Notice: Accounts established under the Schwab 529 College Savings Plan and their earnings are neither insured nor guaranteed by the State of Kansas, the Kansas 
State Treasurer, American Century Investments®, or Charles Schwab & Co., Inc. (Schwab). Accounts established under the Schwab 529 College Savings Plan are 
domiciled at American Century Investments and not Schwab. American Century Investment Services, Inc., Distributor.

©2017 Charles Schwab & Co., Inc. All rights reserved. Member SIPC. IAN (0617-Y091) ADP76005-02 (04/17)

Tuition, fees, books, room and board. It all adds up, and quickly. 
Whether you are saving for your child, grandchild, or other loved 
ones, a Schwab 529 Plan can offer the tax advantages, professional 
management, and fl exibility you’ll need to pursue your college 
savings goals.

Learn more at Schwab.com/529 or call 1-888-903-3863.

 Saving for college?
Consider the 
benefi ts of a 
Schwab 529 Plan.
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What Lies Beneath
Why paying different prices for bonds with the 

same face value sometimes makes sense.
By Collin Martin

CONTENTS   PREMIUM BONDS   |   RETIREMENT-INCOME MISTAKES  |  INDEX FUNDS
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LET’S
TALK

Need help with your bond investments? 
Call 866-893-6699 to speak with a 
Schwab fixed income specialist.

See page 42 for important information. u Fixed income securities are subject to increased loss 
of principal during periods of rising interest rates. Fixed income investments are subject to 
various other risks, including changes in credit quality, market valuations, liquidity, prepayments, 
early redemption, corporate events, tax ramifications and other factors. (0817-YRYF)

Source: Schwab Center for Financial Research. 
Hypothetical example assumes bonds with 10 
years to maturity, semiannual coupon payments, 
similar yields to maturity and an immediate 
change in interest rates after purchase.

Source: Schwab Center for Financial Research 
and Bloomberg L.P., as of 06/27/2017.

Collin Martin, 
CFA®, is a 
fixed income 
strategist at the 
Schwab Center 
for Financial 
Research.

BofA Merrill Lynch US Treasury Index

● Par or below● Premium

35.5% 64.5% 

87.8%

3  Higher perceived quality
Pricing is often a reliable barometer 
of relative risk. For example, when 
comparing two bonds with similar  
maturities and other key charac-
teristics, such as coupon rates, you 
may notice that one is trading at a 
discount while the other is trading at 

hen you buy a traditional bond, 
you typically receive a series of 

coupon payments before recouping 
the face, or par, value at maturity. So 
why would anyone pay a premium—
that is, more than you’d get back at 
maturity?

Well, for one thing, premium bonds 
may be your only choice. Nearly two-
thirds of the BofA Merrill Lynch US 
Treasury Index and close to 90% of the 
BofA Merrill Lynch US Coporate Index 
are composed of such bonds, demon-
strating just how ubiquitous they’ve 
become (see “Pervasive premiums,” 
upper right).

Be that as it may, paying extra for 
so-called premium bonds can be a 
winning proposition for three reasons:

1   Higher cash flows
Premium bonds usually pay a higher 
coupon rate than par or below-
par bonds, which can justify their  
premium pricing—so long as the 
bonds’ higher coupons make up for 
the loss by the time they mature. This 
strategy generally makes sense for 
those who prioritize income today 
over recouping their initial investment 
tomorrow.

2  Less interest-rate sensitivity
Because they offer higher coupon 
payments, premium-bond prices  
are generally more durable—making 
the bonds more attractive—in the 
face of rising interest rates, which the 
Federal Reserve is anticipating for the 
foreseeable future. (See “Saving face,” 
lower right.)

W

Why would anyone 
pay more for a bond 
than they’d get back 
maturity? For several 
reasons.

a premium. This generally means the 
market perceives the below-par bond 
as riskier than the premium bond.

And speaking of risks…
As with all investments, premium 
bonds are far from risk-free. In 
particular, beware call provisions, 
which allow an issuer to redeem a 
bond before its maturity date. In 
those instances, investors counting on 
higher coupons for the life of the bond 
can instead find this income stream 
abruptly cut off, potentially leading to 
a negative total return.

Consequently, investors in callable 
premium bonds would be wise to 
ignore yield to maturity and instead 
focus on yield to call or yield to worst. 
Both reflect the risk of your bond 
being called before you can enjoy its 
full benefits. n

Saving face
Premium-bond prices are generally 
less sensitive to rising interest rates.

Price change if 
rates increase 2%

12.0%

–14.8%
–16.0%

Price change if 
rates increase 1%

–7.7% –8.4%

BofA Merrill Lynch US Corporate Index

● Par or below● Premium

Pervasive premiums
Premium bonds make up a majority of 
the market.
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PERSPECTIVES   |    RETIREMENT-INCOME MISTAKES

fter years of diligent saving, 
many retirees may be unsettled 

by the notion of actually tapping 
their portfolios. When should you 
start? How much is too much? What 
if you outlive your money? These are  
legitimate concerns, but by focusing 
solely on drawdowns you could be 
overlooking other risks to the longevity 
of your savings.

Let’s take a look at three common 
mistakes that can negatively impact 
your retirement income—and what to 
do about each.

MISTAKE #1

Selling assets in a downturn
If your first few years of retirement 
coincide with a market decline, you’ll 
probably need to sell more of your 

A

NEXT 
STEPS

Create a customized 
retirement-income 
plan with Schwab 
Intelligent Advisory™. 
Learn more at 
schwab.com/
intelligentadvisory.

Principal 
Preservation
Avoiding simple mistakes 
can extend the life of your 
portfolio. By Rob Williams

assets to fund the same withdrawal—
leaving you with fewer shares and 
limiting your portfolio’s ability to 
recover during a potential market rally. 
And if the decline is particularly steep 
or lasts for an extended period, it’s even 
harder to bounce back (see “Timing is 
everything,” top right).

So, what’s an investor to do? I suggest 
two courses of action:

n Adjust your allocation: Consider 
moving a portion of your assets 
into investments that can help 
weather market disruptions. We  
suggest that retirees keep a year’s worth 
of expenses (after accounting for non-
portolio income) in cash and another 
two to four years’ worth in less-volatile 
investments, such as high-quality  
short-term bonds or bond funds.

n Stay flexible: Regardless of when a 
downturn occurs, it’s important to 
remain flexible with your spending 
plan. If you’re able to reduce your 
spending and/or delay large purchases, 
your portfolio will have a better chance 
of enduring a decline.

MISTAKE #2

Collecting Social Security  
too early
It’s the age-old question: When should 
I start collecting Social Security? 
Many Americans opt to collect as 
soon as they become eligible at 62, 
but taking benefits before you reach 
full retirement age (from 65 to 67, 
depending on your birth year) means 
settling for smaller payments—for life. 
If you’re able to wait even a few years 
longer, you stand to receive a much 
larger monthly check (see “Delayed  
gratification,” right).

Waiting to collect can also help 
extend the life of your portfolio. True, 
you’ll have to rely on your savings 
alone if you retire several years before 
you start collecting Social Security, but 
the increased income that comes with 
deferral—which is guaranteed for as 
long as you live—can help preserve 
your portfolio later.

Furthermore, unlike most other 
retirement income sources, your 
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Social Security benefit is adjusted 
upward in response to inflation—so 
bigger checks mean bigger cost-of- 
living adjustments. Of course, 
delaying benefits is feasible only if 
you don’t require the income right 
away, so discuss your income needs 
and longevity expectations with a 
financial planner.

MISTAKE #3

Creating an inefficient  
distribution strategy
When it’s time to turn your retire-
ment savings into income, it might 
not be as simple as selling invest-
ments and pocketing the proceeds. 
Rather, drawing down your port-
folio should take into account not 
only your income needs but also  
timing, taxes, life expectancy and 
account types.

Keep a close eye on taxes, in partic-
ular—especially once you reach age 
70½, when the required minimum 
distributions (RMDs) the IRS obliges 
you to take from 401(k)s and SEP, 
SIMPLE and traditional Individual 
Retirement Accounts (IRAs) kick in. 
For example, if RMDs push up your 

taxable income, not only could you 
pay more on your regular income and 
Social Security benefits but you might 
also owe taxes on the long-term cap-
ital gains and qualified dividends in 
your nonretirement accounts.

This is where a distribution strategy 
can help. For example, some retirees 
might choose to take withdrawals 
from tax-deferred accounts like tradi-
tional IRAs prior to age 70½—when 
they have more flexibility to decide 
how and when to take distributions—
in order to help reduce the size of 
their portfolios and thus the size of 
their RMDs, as well as manage their 
overall tax bill. Other retirees may opt 
to convert some of their retirement 

assets into Roth IRAs,1 which are not 
subject to annual RMD requirements.

Whatever you decide, make sure to 
work with a financial planner and tax 
advisor to think through the details of 
your distribution plan. n

See page 42 for important information. u Schwab Intelligent Advisory™ is made available 
through Charles Schwab & Co., Inc. (Schwab), a dually registered investment advisor and 
broker-dealer. Portfolio-management services for Schwab Intelligent Portfolios® are provided by 
Charles Schwab Investment Advisory, Inc. (CSIA), a registered investment advisor. Please refer 
to the disclosure brochures for details about Schwab Intelligent Advisory. Schwab and CSIA 
are separate but affiliated companies and are subsidiaries of The Charles Schwab Corporation. 
(0817-ZJKV)

Rob Williams, CFP®, 
CRPC®, is managing 
director of income 
planning at the Schwab 
Center for Financial 
Research.

1A Roth IRA conversion results in taxation of 
any untaxed amounts in the traditional IRA and 
requires a five-year holding period before earnings 
can be withdrawn tax-free; subsequent conversions 
will require their own five-year holding period. In 
addition, earnings distributions prior to age 59½  
are subject to an early-withdrawal penalty.

Timing is everything
Two retirees with identical portfolios and annual withdrawals would see very 
different results depending on when a market downturn occurred.

This  chart is hypothetical and for illustrative purposes only. Both investors had a starting balance of  
$1 million, took an initial withdrawal of $50,000 and increased withdrawals 2% annually to account for 
inflation. Performance of Michael’s portfolio assumes a –15% return for the first two years and a 6% return 
for years 3–18. Performance of Linda’s portfolio assumes a 6% return for the first nine years, a –15% return 
for years 10–11 and a 6% return for years 12–18. 

Source: Social Security Administration. Benefits are based on 
FRA for individuals born from 1943 through 1954 and assume no 
inflation increases. For illustrative purposes only.

$1,200,000

1,000,000

800,000

600,000

400,000

200,000

0

Linda experiences a 15% 
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Delayed gratification
Individuals who collect Social Security beginning 
at age 62 receive 25% less in monthly benefits 
than if they had waited until full retirement age 
(FRA)—and roughly 43% less than if they had 
waited until age 70.

Monthly benefit

Age

62 66 (FRA) 70

$750

$1,000

$1,320
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The Rise of Index 
Investing
President and CEO of Charles Schwab 
Investment Management Marie Chandoha 
on making index investing more accessible 
and affordable.

LEARN
MORE

Turn to page 39 to read 
more about Schwab’s 
low-cost index funds.

or almost half a century, 
individual and institutional 

investors have been pouring money 
into mutual funds that track an index, 
like the Russell 2000® or the S&P 500®. 
Today, other investment vehicles such 
as exchange-traded funds (ETFs) have 
made it even easier to participate in 
the market. In fact, some $5.1 trillion 
in assets are invested in index mutual 
funds and ETFs in the U.S. alone.1

For its part, Charles Schwab 
Investment Management (CSIM) 
oversees $315 billion in assets under 
management2 and is the nation’s 
third-largest provider of index mutual 
funds and the fifth-largest provider 
of ETFs.3 On Investing sat down with 
CSIM President and Chief Executive 
Officer Marie Chandoha to discuss 
the rise of index funds and what to 
know about these game-changing 
investment vehicles.

Why are index funds  
so popular?
 
Index funds offer a level of diversifica-
tion that would be incredibly difficult 
for any single investor to achieve 
on her or his own. After all, some of 
these vehicles invest in hundreds or 
even thousands of securities. And 
they tend to be less expensive than 

F



See page 42 for important information. 
u Investors should consider carefully 
information contained in the prospectus 
or, if available, the summary prospectus, 
including investment objectives, risks, 
charges and expenses. Please read it 
carefully before investing. u Investment 
returns will fluctuate and are subject to 
market volatility, so that an investor’s shares, 
when redeemed or sold, may be worth more 
or less than their original cost. Unlike mutual 
funds, shares of ETFs are not individually 
redeemable directly with the ETF. Shares 
of ETFs are bought and sold at market 
price, which may be higher or lower than 
the net asset value (NAV). u Diversification 
strategies do not ensure a profit and do not 
protect against losses in declining markets. 
Investing involves risk, including loss of 
principal. (0817-7KK8)
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actively managed funds because they 
don’t require a team of managers to 
make specific buy and sell decisions or 
actively monitor existing investments.
 
Are there areas of the market 
that index funds don’t cover?

Index funds are now so ubiquitous 
that investors can use them to access 
nearly any part of the financial mar-
kets—from large-cap U.S. companies 
to emerging-market bonds to Asian 
real estate. It’s really quite astounding 
how much of the investable world 
can be accessed through the use of 
index funds.

What should investors 
consider when researching 
index funds?

First, know which part of the mar-
ket the fund tracks and how it fits 
into your overall asset-allocation  
strategy. In some cases, an index 
might appear to offer broad exposure 
when it’s actually dominated by just  
a handful of companies. Next, pay 
close attention to fees, which can vary 
widely, even among funds that track 
the same index. Operating expense 
ratios can really add up over time! 
Some fund companies even offer  
lower expenses to institutional inves-
tors, while individuals pay full freight.  
We don’t do that at CSIM. We believe 
that everyone deserves the same 
great pricing.

Do small differences in 
expenses really matter?

Absolutely! Every penny that goes 
toward expenses is a penny that can’t 
compound over time. And when you’re 
investing tens or hundreds of thou-
sands of dollars, even seemingly trivial 
expenses can significantly diminish 
the eventual size of your portfolio.

Going forward, where do 
you see opportunities for 
innovation in index funds?

At CSIM, we’re not looking to innovate 
by creating more-complicated or niche 
products. Our focus is on creating 
foundational products, and our goal is 
to simplify investing and drive down 
costs. Most investors don’t need 50 
different flavors of vanilla. What they 
need are high-quality products that 
provide great value, helping their 
portfolios to flourish over time. n

12017 Investment Company Fact Book, 
Investment Company Institute. $2.6 trillion 
are invested in index mutual funds and $2.5 
trillion are invested in ETFs. | 2Charles Schwab 
Investment Management, as of 03/31/2017. 
| 3Strategic Insight. Rankings based on assets 
under management as of 03/31/2017.

Source: 2017 Investment Company Fact Book, Investment Company Institute.
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inflows in 2016.
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LET’S 
TALK

Call us at 888-484-5340 to 
discuss how emerging markets 
might fit in with your portfolio 
strategy.

Understanding 
Emerging 
Markets
What constitutes an emerging market—
and why you should care.

When Morgan Stanley Capital International 
(MSCI) created the first emerging-markets 
index nearly three decades ago, it appealed 
to extreme risk-takers. Today, this once-fringe 
asset class has become a staple of main-
stream investing, with a combined market  
capitalization of $8.5 trillion split between 
the two major emerging-markets indexes, 
from MSCI and the Financial Times Stock 
Exchange (FTSE).

However, while the FTSE and MSCI 
emerging-markets indexes are in sync when 
it comes to most countries, they do have 
their differences (see map), which can cause  
discrepancies in performance among the 
funds that track them.

That said, emerging markets as a whole 
tend to outperform their developed counter-
parts over time (albeit with higher highs and 
lower lows—see “No pain, no gain,” right), 
which is one reason they’re so often included 
as part of a well-diversified portfolio.
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2

No pain, no gain
Emerging markets tend to outperform their developed counterparts over time—
although with greater volatility.

Source: MSCI.
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See page 42 for important 
information. ◆ Past 
performance is no 
guarantee of future results. 
◆ International investments 
are subject to additional 
risks such as currency 
fluctuation, geopolitical 
risk and the potential for 
illiquid markets. Investing 
in emerging markets may 
accentuate these risks. ◆ 
Indexes are unmanaged, do 
not incur fees or expenses, 
and cannot be invested in 
directly. (0817-7VUP)

Index vs. Index
The two major 
emerging-markets 
indexes—the FTSE 
Emerging Index and the 
MSCI Emerging Markets 
Index—differ in age, 
allocation and assets.

China: 
26.1%

Taiwan: 
14.8%

India: 
12.5%

S. Africa: 
8.9%

Brazil: 
8.6%

China: 
27.7%

S. Korea: 
15.7%

Taiwan: 
12.2%

India: 
8.8%

Brazil: 
6.9%

Top five countries

$3.82 
trillion

$4.60 
trillion

Market capitalization

23 24

Number of countries

984 
small-, 
mid- and 
large-cap

830 
mid- and 
large-cap

Number of securities

2000 1988

Launched

FTSE MSCI

Source: FTSE, Morningstar 
and MSCI, as of 06/20/2017.

n DISPUTED MARKETS

E   Poland
While both FTSE and 
MSCI currently agree 
on Poland’s status as an 
emerging market, once 
the eastern European 
country resolves 
issues with its omnibus 
account trading, FTSE 
could reclassify it as a  
developed market—
only the fourth such 
upgrade in FTSE 
history.

F   South Korea
In 2009, South Korea 
ascended from FTSE’s 
emerging-markets index 
to its developed index. 
MSCI considered mak-
ing the same upgrade 
but after a five-year 
review determined that 
the country was not 
sufficiently friendly to 
foreign investors, mainly 
due to currency- 
exchange issues.

A   Argentina
MSCI kicked the coun-
try off its emerging- 
markets index in 
2009 after the South 
American nation 
clamped down on 
currency leaving its  
borders; a year later, 
FTSE followed suit. 
Now that the policy has 
largely been reversed, 
MSCI may reinstate 
Argentina in 2019.

B   Kuwait
C   Romania
D   Saudi Arabia
Although MSCI  
currently has no plans 
to add these countries 
to its emerging-markets 
index, they need make 
only minor market 
tweaks (like boosting 
liquidity) to land on 
FTSE’s—a change that 
could occur as soon as 
this year.

n EMERGING MARKETS (ACCORDING TO BOTH FTSE AND MSCI, AS OF 06/20/2017)

Emerging markets often resemble developed markets, with well-functioning (if less-robust) stock exchanges, 
but they can fall short in key areas, such as the ease with which investors can move in and out of their markets.

1   Brazil

2   Chile

3   China

4   Colombia
 

5   Czechia

6   Egypt

7   Greece

8   Hungary

9   India

10   Indonesia

11   Malaysia

12   Mexico

13   Pakistan

14   Peru

15   Philippines

16   Poland

17   Qatar

18   Russia

19   South Africa

20  Taiwan

21   Thailand

22   Turkey

23   UAE
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ollowing the U.S. stock market’s 
close on January 31, 2017, Apple 

Inc. reported its first revenue increase 
in four quarters. The news sent shares 
soaring 6.1% by the end of the next 
trading day.1

But investors who waited to buy 
Apple stock until the market opened on 
February 1 enjoyed only a small part of 
the climb. That’s because the majority 
of the gain—4.7%—was captured 
during the market’s extended hours, 

FAfter Hours
The promise and peril of 
extended-hours trading.
By Lee Bohl

the period of time between the close 
of one trading day and the open of the 
next (4:00 p.m.–9:30 a.m. Eastern time).

Even though you can trade nearly 
anytime day or night, a lot of the 
extended-hours action occurs during 
so-called after-hours (4:00 p.m.–8:00 
p.m.) and premarket (4:00 a.m.–9:30 
a.m.) trading. These times are particu-
larly active because many companies 
report their earnings shortly after the 
close so that investors can absorb the 
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TRADING

Postmarket orders 
can be entered from  
4:05 p.m. to 8:00 p.m. 
Eastern time and are 
eligible for execution from 
4:15 p.m. to 8:00 p.m.

Premarket orders 
can be entered from  
8:05 p.m. on the previous 
trading day to 9:25 a.m.; 
trades are eligible for 
execution from 8:00 a.m. 
to 9:25 a.m. 

See page 42 for important information. u 
Due to limited liquidity in extended-hours 
trading sessions, there are no assurances 
that an investor’s stock order will be 
executed. u Extended-hours trading will 
not take place on official exchange holidays 
or when exchanges close early. Schwab 
reserves the right to change or modify hours 
of operation for extended-hours trading at 
any time. A Schwab extended-hours trading 
session, or any security traded therein, may 
be temporarily or permanently suspended at 
Schwab’s discretion. (0817-XZEG)

news before the next open, while the 
U.S. government often releases eco-
nomic figures in the hours preceding 
the opening bell.

Off-hour opportunities
The principal benefit of extended-hours 
trading is that investors can potentially 
get ahead of dramatic price moves 
before the market opens. Technical 
traders, for example, often use closing 
price and volume figures to calculate 
trading “signals”—signs that it’s a good 
time to buy or sell a particular security. 
Thanks to extended-hours trading, such 
traders can take action immediately 
rather than waiting for the next open, 
when prices can be substantially off the 
previous close.

And, of course, extended-hours 
trading is convenient for people with 
commitments that prevent them from 
trading during regular market hours. 
Previously, they would have had to 
place buy and sell orders that would be 
executed the following day, often at a 
much different price than anticipated.

Off-hour risks
It’s not just the time of day and potential 
benefits that separate extended-hours 
trades from those made during the 
regular session. There are also key 
differences in the way such trades are 
handled that can make them riskier 
than their market-hour counterparts. 
Among them:

Limited order types: Traders can use 
only limit orders to buy, sell or short 
securities during extended-hours 
trading. Without the downside pro-
tection of stop and stop-limit orders, 
traders must monitor their trades 
much more closely and be prepared to 
immediately place an order if the price 
approaches the stop they have in mind.

Less liquidity: There are far fewer buy-
ers and sellers during extended-hours 
trading, which can cause orders to be 
delayed, partially filled or not filled at all.

Wider spreads: With fewer buyers 
and sellers, the spread, or difference 
between the bid and ask prices, is often 
wider, making it tougher for your order 
to be executed at a favorable price.

Increased volatility: Less liquidity and 
wider spreads in turn can cause larger 
price swings. And while that extra 
volatility can generate some appealing 
prices, trades can also get away from 
you much faster.

Adjusting your strategy
If, after weighing the risks against your 
goals, you do decide to participate 
in extended-hours trading, consider 
making some adjustments to your 
trade plan. Specifically:

Reduce your order size: Because of 
reduced liquidity, wider spreads and 
increased volatility, your orders won’t 
always go as planned. One way to 
counter this risk is to reduce the size of 
the positions you trade during this time.

Check trade volume: Some stocks 
can trade so thinly after hours that 
they aren’t worth your time, while 
even relatively actively traded securi-
ties can be below optimal volumes in 

comparison with those during regular 
market hours. In other words, choose 
your securities wisely.

Be informed: If you’re trading around 
an event or news release, make sure 
you understand the difference between 
true market-moving news and the kind 
of noise that can lead investors astray. If 
you’re unsure, it might be best to wait 
for a clearer trading opportunity to 
present itself. n

NEXT
STEPS

Read insights from Schwab’s trading experts 
at schwab.com/tradinginsights.

Lee Bohl, CMT, is 
trading services 
manager at Charles 
Schwab & Co., Inc.

1Mike Bird and Aaron Kuriloff, “Apple Shares 
Push Up Tech Stocks,” The Wall Street Journal, 
02/01/2017.

Schwab limits extended-hours trading to times when 
there is sufficient liquidity and staffing. Hours of 
operation are regularly reviewed and subject to change.

EXTENDED-HOURS 
TRADING AT SCHWAB

12PM  |   1  |   2  |   3  |   4  |   5  |   6  |   7  |   8  |   9  |   10  |   11  |    12AM  |   1  |   2  |   3  |   4  |   5  |   6  |   7  |   8  |   9  |   10  |   11

All Schwab 
clients can 
participate in 
extended-hours 
trading:



1 Based on Class F-2 share results for rolling periods through December 31, 2016. Periods covered are the shorter of the fund’s lifetime or since 
the comparable Lipper index inception date (except Capital Income Builder and SMALLCAP World Fund, for which the Lipper average was used). 
Expenses differ for each share class, so results will vary. Class F-2 shares were first offered on August 1, 2008. Class F-2 share results prior to the 
date of first sale are hypothetical based on Class A share results without a sales charge, adjusted for typical estimated expenses. Results for certain 
funds with an inception date after August 1, 2008, also include hypothetical returns because those funds’ Class F-2 shares sold after the funds’ 
date of first offering. Please see americanfunds.com for more information on specific expense adjustments and the actual dates of first sale. Our 
fixed income funds have beaten their indexes 80% for 10-year periods and 80% for 20-year periods.

2 On average, our management fees were in the lowest quintile 73% of the time, based on the 20-year period ended December 31, 2016, versus 
comparable Lipper categories, excluding funds of funds.

Charles Schwab & Co., Inc., member SIPC, receives remuneration from fund companies participating in Schwab’s Mutual Fund OneSource® service 
for record keeping, shareholder services and other administrative services. Schwab also may receive remuneration from transaction fee fund 
companies for certain administrative services.

Charles Schwab Investment Advisory, Inc. (CSIA) is an affiliate of Charles Schwab & Co., Inc.

Schwab Mutual Fund OneSource Select List® is a registered mark of Charles Schwab & Co., Inc. and used with permission.

Investments are not FDIC-insured, nor are they deposits of or guaranteed by a bank or any other entity, so they may lose value.
Investors should carefully consider investment objectives, risks, charges and expenses. This and other important information is 
contained in the fund prospectuses and summary prospectuses, which can be obtained from a financial professional and should 
be read carefully before investing.

© 2017 American Funds Distributors, Inc. 

Do You Have The  
Capital AdvantageSM ?

American Funds are available through 
the Schwab Mutual Fund OneSource® 
Service, including several funds on the 
Q3 2017 Mutual Fund OneSource  
Select List®. 

Visit www.schwab.com/AmericanFunds 
to learn more.

Our equity funds have beaten their Lipper peer
indexes in 10- and 20-year periods1:

10-Year Periods 20-Year Periods

93% 98%

“ We’re always aiming to beat the market over 
the long term. That isn’t easy. But our  low 
management fees,2 high manager tenure and 
proven investment approach have helped  us 
do it very well. And that’s the real advantage — 
we pursue superior results so our investors can 
pursue their real-life goals.” 

Keiko McKibben  
Investment Analyst, 18 years’ experience
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I L L U S T R AT I O N S  B Y  A L E X  N A B A U M

 THE ADAGE THAT “PAST PERFORMANCE  
IS NO GUARANTEE OF FUTURE RESULTS” 

HAS NEVER BEEN TRUER THAN TODAY. 

CURB 
YOUR 

ENTHUSIASM
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CURB YOUR ENTHUSIASM

don’t need to be a statistician to 
want to know the odds. In fact, it’s  
downright prudent for investors to 
understand what their stocks, bonds 
and cash investments are likely to 
return in the coming decade. Expect 
too much and you could miss your 
goals. Expect too little and you might 
needlessly sacrifice in the present or, 
worse, take unnecessary risks in search 
of bigger rewards.

So, how do you know what to expect 
from your investments—and can past 
performance help you anticipate the 
future?

“Returns over the next 10 years 
are likely to be significantly lower 
than those we’ve enjoyed in the 
recent past across asset classes,” says  
Jim Peterson, chief investment offi-
cer of Charles Schwab Investment 
Advisory (CSIA). “Investors should take 
that into account when making their 
financial plans.”

At the start of every year, Jim and 
his team assemble a forecast of returns 
for major asset classes over the next 
decade, based on economic and  
interest-rate outlooks and current 
bond and stock valuations. Their most 
recent report walks investors through 
the reasons to be cautious.1

Specifically, U.S. large-cap stocks are 
expected to return an average of 6.7% 
annually from 2017 through 2026, 
counting dividends and share-price 
appreciation, while investment-grade 
bonds are expected to return just 3.1%.

Those forecasts are down dramat-
ically from what investors earned in 
the past, says Veerapan Perianan, a 
senior quantitative analyst at CSIA. In 
fact, the average annual return on U.S. 
large-cap stocks is expected to be one-
third lower than in the previous three 
decades, and investment-grade bonds 
are expected to return less than half of 
what they did in the past.

Cash investments are expected to 
provide especially paltry rewards—just 
1.9% on an annualized basis over the 
next 10 years (in line with inflation), 
versus 5% annually for the period 
going back to 1970. This is probably 
no surprise to investors, who have 
seen money-market accounts and 
short-term deposits pay vanishingly 
low rates since the Great Recession.

Meanwhile, U.S. small-cap stocks 
are expected to earn an average annual 
return of 7.5% in the coming decade, 
according to Schwab’s forecast, and 
international large-cap stocks are 
expected to earn 6.9%. While the 
projected returns on U.S. small-cap 
stocks are very much in line with the 

decline in U.S. large-cap equities, the 
drop for international stocks is far less. 
That’s partly because their valuations 
haven’t risen to the same degree, Jim 
says, and so have more room for gains. 
Their returns are now expected to be 
slightly higher than those of U.S. large-
cap shares in the coming decade—a 
departure from historical norms. (See 
“Not-so-great expectations,” right.)

What’s responsible for these dimin-
ished expectations? Jim and Veerapan 
cite four broad trends:

1. SLUGGISH ECONOMIC 
GROWTH

The U.S. economy grew 2.6% in 2015 
and just 1.6% in 2016—and, despite 

YOU

By being realistic about expected 
returns, you’re more likely to 
develop an investment strategy that 
gets you closer to your objectives.
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We can help you make a long-term 
plan. Visit schwab.com/advice to 
learn more or call 888-484-5340 
to speak with a Schwab investment 
professional.

NEXT 
STEPS

See page 42 for important information. 
(0817-YZMP)

the recent uptick in consumer confi-
dence, economists see that somewhat 
sluggish rate of growth persisting. 
For example, Veerapan’s forecast is 
based on an annual rate of growth in 
gross domestic product (GDP)—the 
total dollar value of all the goods and 
services produced within a country’s 
borders—of 2% to 2.5% in the coming 
decade, compared with an average 
annual rate of 3.1% from just after 
World War II through last year.

How does that square with 
President Trump and Treasury 
Secretary Steven Mnuchin’s assertion 
that the U.S. can reach an annual 
rate of GDP growth closer to 3% 
to 4% with the help of tax reform 
and reduced banking regulations? 
Veerapan suggests a wait-and-see 
approach. If the recovery picks up 
steam and begins to show signs of 
persisting, a change in investment 
expectations might be justified. In 
the meantime, “we try not to react 
to near-term noise,” he says. “We’re 
looking at the long run here.”

2. ANEMIC
INTEREST RATES

In the face of subpar growth in recent 
years, central bankers around the 
globe have kept benchmark rates at 
or near zero—and even experimented 
with negative interest rates—in an 
attempt to stimulate their economies. 
Even though the Federal Reserve 
has begun to reverse this stance,  
historically low rates will likely linger, 
justifying modest expectations for 
bond yields in the coming decade.

3. LOWER
INFLATION

Inflation may have averaged about 
4% annually since 1970, but it has 
been much lower in recent years, and 
Veerapan anticipates annual price 
gains closer to 2% for the foreseeable 
future. “Low inflation is very much 
a contributing factor to diminished 
expected returns for both stocks and 
bonds,” he says. For stocks, which 
are forward-looking, returns tend 
to be depressed when low infla-
tion suggests slow growth, while 

bond investors require less yield to  
counteract inflation’s effects.

4. HIGH STOCK
VALUATIONS

The final factor shaping CSIA’s forecast 
is that U.S. stocks have rallied with few 
interruptions since 2009, so “prices 
are marginally on the high side,” Jim 
says. Ironically, this encourages inves-
tors to pile into the market precisely 
when they should be most cautious. 
“The general behavioral trend is for 
investors to jump in after they’ve seen 
markets rise—at which point they’re 
probably too late,” Jim says. “Stocks 
may continue to climb for a while, but 
on average they are likely to record 
weaker long-term gains.”

ADJUSTING YOUR 
EXPECTATIONS
The best plan of action is to prioritize 
your long-term goals over short-term 
performance, rather than attempt to 
anticipate the market’s inevitable 
ups and downs. And of course the  

expectation of slimmer gains in 
the coming decade makes it more 
important than ever to pay attention 
to fees and taxes, Jim says, which can 
needlessly eat away at returns in the 
best of times.

Perhaps the most central point, 
however, is this: By being realistic 
about expected returns, you’re more 
likely to develop an investment 
strategy that gets you closer to your 
objectives—even when that means 
tempering the optimism that comes 
from the second-longest bull run in 
American history. n

1Veerapan Perianan, “Why Market Returns 
May Be Lower in the Future,” schwab.com, 
03/13/2017.

Returns during the next 
decade are expected to 
be significantly lower 
across all asset classes.

NOT-SO-GREAT 
EXPECTATIONS

Source: Schwab Center for Financial Research, with data from Morningstar. Benchmark indexes for asset classes 
are: the S&P 500® (U.S. large-cap stocks), the Russell 2000® (U.S. small-cap stocks), the MSCI EAFE® (internation-
al large-cap stocks), the Bloomberg Barclays U.S. Aggregate (U.S. investment-grade bonds) and the Citigroup 3-
Month Treasury (cash investments). Past performance is no guarantee of future results.

● Annualized (1970–2016) ● Forecast (2017–2026)
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10.3%
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U.S. 
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11.7%

7.5%

International 
large-cap 
stocks

8.6%

6.9%

U.S. 
investment-
grade bonds

7.5%

3.1%

Cash 
investments

5.0%

1.9%
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FINANCIAL PLANNING FOR THE SELF-EMPLOYED

contractors tend to be proactive. However, 
they can sometimes neglect seemingly 
mundane administrative tasks—setting up 
a retirement plan, for example, or getting 
the right kinds of insurance coverage. 
Those items may not be passion points, but 
they’re vital to long-term security.
 Being the steward of your own financial 
fate isn’t easy, but neither is it rocket 
science. In fact, it boils down to a few basics:

Retirement
Robert Aruldoss, a senior research analyst at 
the Schwab Center for Financial Research, 
says the self-employed should do the same 
thing all workers should: Start saving 
for retirement today. “If you can’t save a 
lot, save a little,” Robert says. “The most 
important thing is to save regularly.” (See 
“Four plans for the self-employed,” right.)

This can be especially challenging if 
you’re self-employed and have a highly 
variable income. One solution is to put 
any windfall you receive—for example, 
a bonus on a consulting contract or an 
unexpected tax refund—straight toward 
retirement. Another approach is to treat 
your retirement like any other recurring 
expense: Cut a check for a set amount on 
the same date each month.

“Employers spend considerable 
effort helping their employees make 
forward-thinking financial decisions, 
like automatically enrolling them in the 
company 401(k) plan,” Robert says. “When 
you’re self-employed, it helps to create 
those kinds of behavioral reinforcements 
for yourself.”

Insurance 
Chris Miller, a financial planner with 
Schwab’s Wealth Strategies Group, notes 
that self-employed workers typically buy 
health insurance because the consequences 
of not doing so can be so catastrophic. 
However, they’re less likely to look down 
the road and consider disability or long-
term-care coverage. “The cost of disability 
insurance varies greatly, depending on your 
chosen profession,” Chris says. “But while 
the expense can be quite high for, say, a 
surgeon, less-lofty policies can be had for 
far more reasonable rates.”

Depending on your type of work, you 
may also want to consider general-liability 
insurance, which protects your business 
from claims, including personal injury, 

bodily injury, property damage and other 
liabilities.

All of this coverage can add up. However, 
it helps that out-of-pocket health care 
expenses and premiums—for disability, 
health, liability, long-term care, and even 
Medicare and Medigap insurance for 
self-employed workers 65 and older—are 
tax-deductible.

Professional 
support 
“I’ve found that those just starting out, in 
particular, are hesitant about hiring other 
professionals to help with insurance, 
retirement  and even taxes,” Chris says. “But 
it’s usually better to put your time into what 
you know—building your business. Just 
because you’ve finally hung out your own 
shingle, doesn’t mean you need to do all the 
legwork yourself.”

Retirement 
planning and 

insurance 
coverage may 
not be passion 

points, but 
they’re vital 
to long-term 

security.
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Call 800-694-9449 and 
select option 3 to discuss 
small-business retirement 
plans with a Schwab 
investment professional.

NEXT 
STEPS

1Early withdrawals from 401(k)s and SEP IRAs are 
subject to income tax and a 10% penalty. Early with-
drawals from SIMPLE IRAs are also subject to income 
tax and a 10% penalty—unless the withdrawal is 
made within the first two years of participation in 
the plan, in which case the penalty is 25%.

See page 42 for important information. u 
This information does not constitute and is 
not intended to be a substitute for specific 
individualized tax, legal or investment-planning 
advice. Where specific advice is necessary or 
appropriate, Schwab recommends consultation 
with a qualified tax advisor, CPA, financial planner 
or investment manager. (0817-7JJV)

Each of the four main 
possibilities comes with 
pros and cons regarding 
contribution limits, 
tax considerations and 
employing others. Discuss 
the finer points with a 
tax professional before 
deciding what’s best for 
your situation.

Individual 401(k)
As the name implies, 
Individual 401(k)s 
work much like the 
401(k) plans employers 
offer. The difference, 
says Robert Aruldoss, a 
senior research analyst 
at the Schwab Center 
for Financial Research, 
is that the individual 
is considered both 
the employer and 
employee—and can 
contribute more as a 
result. As an employer, 
you can contribute as 
much as 25% of your 
salary. As an employee, 
you can also put away up 
to $18,000 a year—plus an 
additional $6,000 if you’re 
over age 50 (a so-called 
catch-up contribution)—
for a total tax-advantaged 
contribution of up to 
$54,000 a year.
 Another benefit is that 
you can make employee 
contributions post-tax—
as with a Roth 401(k)—so 
that withdrawals in 
retirement are tax-free.

Individual 401(k)s  
are generally best if 
you’re self-employed and 
working alone. If you have 
employees, your own 
retirement contributions 

are limited by how much 
you set aside for your 
workers.

SIMPLE IRA
The setup and 
administration of a 
SIMPLE IRA lives up to 
its acronym (if not its 
official name, Savings 
Incentive Match Plan for 
Employees Individual 
Retirement Account). 
This is an easy way for a 
small-business owner to 
set up a retirement plan 
that can be used to match 
employee contributions 
dollar for dollar up to 3%. 
Alternatively, you could 
make a 2% minimum 
contribution to each 
employee earning at least 
$5,000 a year.
 A SIMPLE IRA is most 
appropriate for small 
businesses with up to 
100 employees. That said, 
employee contribution 
limits are relatively 
low ($12,500 a year, 
plus another $3,000 in 
catch-up contributions 
for those age 50 and 
over); you’re required 
to make contributions 
every year; and penalties 
may be more severe for 
withdrawals from SIMPLE 
IRAs before age 59½ than 
those for 401(k)s or SEP 
IRAs (see below).1

SEP IRA
A Simplified Employee 
Pension Individual 
Retirement Arrangement 
(SEP IRA) is easy to set up, 
and the tax-advantaged 
contribution limit is the 

lesser of 25% of your 
earnings or $54,000 a 
year. You’re not required 
to contribute to a SEP IRA 
every year, which can be 
helpful if you happen to 
hit a dry patch. However, 
if you’re using a SEP IRA 
to provide employees 
with retirement benefits, 
only the employer can 
contribute; there’s no 
provision for employee 
contributions.

Personal Defined 
Benefit Plan
Although somewhat 
anachronistic, it’s possible 
to set up a defined benefit 
pension plan. This 
option entails higher 
administrative costs and 
greater responsibilities, 
but it can be a boon to 
older, self-employed 
workers with a stable 
cash flow who want to 
contribute considerable 
sums toward retirement.
 You set the benefit you 
want in retirement—up 
to $215,000 a year—and 
then hire an actuary to 
determine your annual 
contributions based 
on age and expected 
investment returns. 
Unlike Individual 401(k)s,  
however, which give 
the self-employed 
the flexibility to 
contribute more in a 
good year and less in 
a bad year, a Personal 
Defined Benefit Plan 
establishes a set schedule 
of predetermined 
contributions, from 
which you cannot vary.

FOUR PLANS FOR THE SELF-EMPLOYED
Retirement-saving options abound. Which one’s right for you?

1Early withdrawals from 401(k)s and SEP IRAs are 
subject to income tax and a 10% penalty. Early with-
drawals from SIMPLE IRAs are also subject to income 
tax and a 10% penalty—unless the withdrawal is 
made within the first two years of participation in 
the plan, in which case the penalty is 25%.

65+

24.1%

Percentage of 
workers who are 
self-employed

Source: U.S. Bureau of Labor Statistics, 03/2016.

55–6425–34 35–44 45–54

2.2%

16–24

14.7%

Independence day
The rate of self-employment rises 
precipitously with age.

Age

11.8%

10.1%

5.7%
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BY THE NUMBERS

below), “the research of myriad aca-
demics, Ph.D.s and Wall Street whiz 
kids can prove invaluable to everyone,” 
Steve says. “Don’t shy away from their 
insights just because you think they’re 
too technical.”

There are three key principles most 
quants adhere to—and from which 
every investor can benefit.

1. Stick with your plan
Investment professionals typically 
follow one of several well-established 
philosophies, depending on their goals 
and appetite for risk. For example, 

value investors actively seek stocks they 
believe the market has underestimated, 
while growth investors focus on capital 
appreciation and earnings growth. 
But whatever their approach, effective 
managers stick to their principles, in 
good times and bad, in bear markets 
and bulls.

“That might seem simple, but it’s 
not,” Steve says. For example, investors 
are naturally averse to selling an asset at 
a price below that which they paid—the 
so-called sunk-cost effect. In addition, 
individual investors tend to chase 
historical rather than expected returns; 
choosing last year’s top-performing 
mutual fund, for example, no matter its 
future prospects. “There are no guaran-
tees of repeat success,” he says.

EVEN SEASONED INVESTORS 
sometimes have a hard time under-
standing what Steve Greiner does for 
a living. “Whenever I use the term 
quantitative investing, I tend to get a 
blank look,” he says. “Maybe they’re 
flashing back to a particularly tough 
calculus class.”

Steve leads the Schwab Equity 
Ratings® team within the Schwab 
Center for Financial Research, which 
evaluates stocks on their potential to 
outperform or underperform the mar-
ket in the year ahead. And yes, his job 
involves a lot of math.

Quantitative investing is basically 
any method by which computers are 
used to sort through vast amounts 
of financial data in order to identify 
patterns from which investors can 
potentially profit. Quantitative analysts, 
or “quants,” implement mathematical 
models for any number of tasks, from 
assessing risk and predicting market 
movements to pricing derivatives and 
selecting securities. Quants also create 
trading models that help select secu-
rities when the investment horizon 
is very short, on the order of weeks or 
even days.

And while the field often involves 
complex and even arcane formulas that 
are literally and figuratively Greek to 
most investors (see “Decoding quants,” 

“Quants, on the other hand, remain 
objective by turning their investment 
process over to algorithms,” Steve 
says. “Investors similarly need to pick 
a system and stick to it, because with 
patience, any good strategy can see 
rewards.”

2. Focus on the fundamentals
Another staple of quantitative investing 
is its focus on fundamental metrics such 
as dividends, earnings, profit margins 
and revenues. No two quantitative 
models are alike, but all quants by defi-
nition deal in data they can measure. 
“They may integrate forecasts like earn-
ings estimates,” Steve says, “but they 

also recognize that forward-looking 
data is not empirical; in fact, it’s highly 
subjective.”

In particular, Steve suggests that 
investors carefully examine not just 
dividends and earnings but also a com-
pany’s price-earnings ratio (the current 
share price divided by the earnings per 
share) and its price-to–book value (the 
current share price divided by the latest 
quarter’s book value* per share). “These 
criteria shine a light on a company’s 
valuation and fundamentals, which are 
critical for investors looking for long-
term appreciation,” Steve says.

Indeed, fundamentals alone should 
keep investors from chasing fads—a 
company that makes a product they per-
sonally like, for example, or a hot initial 

(Ri – Rf ) = βm * WCi + βes * ESi + βdy * DivYldi + β  eg * EGri + βv1 * E/Pi + βv2 * B/Pi + βs * MCapi + αi
1

Working  
capital

Moderate ratio 
of stock price 
to assets

2

Earnings 
strength

Earnings 
stability over 
10 years

3

Dividend
yield

A steadily 
improving 
dividend record

DECODING QUANTS

For an example of just how complicated 
mathematical modeling can get, look no 
further than the Benjamin Graham Formula. 
It can help determine whether one stock is 
likely to outperform another stock in the 
future based on the historical relationship 
between stock returns and other factors:

R = Market returns        β = Beta, or a measure of risk        α = Alpha, or a measure of excess market returns
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Log in to schwab.com/stocks to 
research stocks using Schwab Equity 
Ratings and other tools.

Want to benefit from a quantitative investing 
approach? Schwab Intelligent Portfolios® (schwab.
com/intelligent) uses automation and algorithms 
to build, monitor and rebalance an investment 
portfolio for you.

LEARN
MORE

public offering without a proven track 
record. “Of course, such investments 
can sometimes pay off,” Steve says, “but 
most long-term investors should focus 
on fundamentals first, especially if your 
investment horizon is long.”

3. Diversify, diversify, diversify
A third area where investors can learn 
from quants is in selecting the right 
mix of stocks, bonds and other types of 
assets. Many investors know the power 
of diversification, but quants delve 
deeper by estimating the risks of each 
specific asset class.

Investors prioritizing aggressive 
growth, for example, might inadver-

tently be overweight in technology 
stocks, putting them at risk should 
another tech bubble burst. Many quant 
models, by contrast, distribute dollars 
across equities chosen precisely because 
they don’t move in lockstep. It’s the same 
principle as asset-class diversification: 
Try your best to offset losses in one area 
with gains in another.

In particular, investors should ensure 
they’re not overly concentrated in a 
single asset class, sector or even stock. 

“Luckily, investors today have access 
to index funds that are themselves 
diversified within a specific asset class, 
sector and even region,” Steve says. 
A financial consultant can also help 
ensure adequate diversification across 
and within asset classes.

A formula for better investing
While the nitty-gritty of quantitative 
investing can challenge the best of us, we 
can all benefit from the insights quants 

bring to the investment world: Stay the 
course, mind the fundamentals and 
diversify not just across but also within 
asset classes. This approach might not 
be based on a proprietary algorithm—
but it can be just as powerful. n

*The value of a business according to its balance 
sheet.

See page 42 for important information. u Schwab Intelligent Portfolios is made available 
through Schwab Wealth Investment Advisory, Inc. (SWIA), a registered investment advisor. 
Portfolio management services are provided by Charles Schwab Investment Advisory, Inc. 
(CSIA). Free credit balances are swept into deposit accounts at Charles Schwab Bank (Schwab 
Bank). Brokerage products and accounts are offered by Charles Schwab & Co., Inc. (Schwab), 
Member SIPC. CSIA, SWIA, Schwab Bank and Schwab are separate but affiliated companies 
and are subsidiaries of The Charles Schwab Corporation. u Diversification strategies do not 
ensure a profit and do not protect against losses in declining markets. (0817-YS0F)

Why don’t more people embrace 
quantitative investing?
First, it’s fear of the complicated. 
Second, quants got a really bad rap 
when they were unfairly criticized for 
causing the Great Recession.

Did they see it coming?
Unfortunately, I don’t think 
mathematical models ever will be able 
to predict extreme events—or at least 
not losses due to cataclysmic market 
failures.

How about limiting losses?
If correctly implemented in normal 
market environments, the steady 
application of quantitative-investing 
principles is designed to help mitigate 
portfolio losses.

Any advice for the budding quant?
If I were a 16-year-old who wanted to 
prepare for a quantitative investing 
career, I’d study physics and statistics. 
But you don’t need a formal academic 
education to gain expertise.

Steve Greiner—senior vice president of Schwab Equity Ratings and the author 
of Ben Graham Was a Quant—answers our most-pressing questions.

(Ri – Rf ) = βm * WCi + βes * ESi + βdy * DivYldi + β  eg * EGri + βv1 * E/Pi + βv2 * B/Pi + βs * MCapi + αi
4

Earnings 
growth

Earnings 
growth over 
10 years

6

Book value 
to price

Moderate valuation 
based on book value 
to price

7

Market
capitalization

Adequate 
size of the 
enterprise

5

Earnings 
to price

Moderate valuation 
based on earnings 
to price

Q&A WITH A QUANT

Brokerage Products: Not FDIC-Insured • No Bank Guarantee • May Lose Value
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SPOTLIGHT 
SERVICES

See page 42 for important 
information. (0817-ZFVL)

Your Enhanced  
Schwab.com Summary

We’ve revamped 
the Summary page 
on schwab.com to 
give you a powerful 
new view into your 
finances.

Understanding how 
your goals, 
investments and 
time horizons work 
together is essential 
to measuring your 
progress. That’s why 
we’ve redesigned the 
Summary page on 
schwab.com to bring 
you more information 
in a single view. The 
customizable page 
allows you to:

Track your portfolio 
With the new 
“Personal Value” 
chart, you can 
monitor your overall 
progress or drill 
down on specific 
accounts and/or 
time frames.

Customize your 
experience 
You can nickname 
accounts, adjust the 
order in which 
they’re displayed, 
and collapse or 
expand certain 
information—and 
your preferences will 
be saved for the next 
time you log in.

Monitor your 
positions
We’ve made it easy 
to review your 
holdings across all 
your accounts, keep 
track of market 
activity, and perform 
research and place 
trades with just a 
few clicks.

Stay informed 
Remain up to date 
on the markets, 
check the status of 
your orders and get 
the latest financial 
news and other 
information relevant 
to your portfolio.

All corporate names 
and market data shown 
above are for illustrative 
purposes only and are not 
a recommendation, offer to 
sell or a solicitation of an 
offer to buy any security. 
Securities were selected 
randomly and prices are 
dated.

NEXT STEPS
To preview the new experience, log in to 
schwab.com and click “Try it now” on the 
banner at the top of the Summary page.
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SPOTLIGHT 
PRODUCTS

The Lowest Cost Index  
Funds in the Industry

See page 42 for important information. u Investors should carefully consider information contained in the prospectus or, if available, the summary prospectus, 
including investment objectives, risks, charges and expenses. You can request a prospectus by calling Schwab at 800-435-4000. Please read the prospectus 
carefully before investing. u Investing involves risk, including possible loss of principal. u Charles Schwab Investment Management, Inc. (CSIM), the investment advisor 
for Schwab Funds®, and Charles Schwab & Co., Inc. (Schwab), Member SIPC, the distributor for Schwab Funds, are separate but affiliated companies and subsidiaries 
of The Charles Schwab Corporation. CSIM is the investment advisor for Schwab ETFs™. Schwab ETFs are distributed by SEI Investments Distribution Co. (SIDCO), One 
Freedom Valley Drive, Oaks, PA 19456. SIDCO is not affiliated with CSIM or its affiliates. (0817-ZKL9)

Earlier this year, Charles Schwab Investment Management 
lowered expenses on all Schwab market-cap index mutual 
funds and many Schwab ETFs—and eliminated investment 
minimums on all Schwab market-cap index mutual funds.

If you own Schwab market-cap index funds, you’re already 
enjoying the lowest costs in the industry for index mutual 
funds and ETFs with no minimums,1 because their 
expenses were automatically reduced beginning March 1.

While other companies often give preferential pricing to 
those with more money to invest, you get the same low 
cost for Schwab market-cap index mutual funds and 
ETFs—whether you’ve got $5 or $5 million to invest. LEARN MORE

Visit schwab.com/indexfunds to 
see how other index funds and 
ETFs compare.

Schwab market-cap index 
mutual funds and ETFs 
cost up to 80% less than 
comparable funds at 
Vanguard and up to 70% 
less than those at Fidelity.

1The claim and table above are based on net expense ratio data comparisons between Schwab market-cap index mutual funds and ETFs (no minimum investment required) and non-Schwab market-cap index 
mutual funds and ETFs in their respective Lipper categories. Schwab operating expense ratios (OERs) and competitor net OERs represent the lowest OERs reported from prospectuses and Strategic Insight 
Simfund, as of 04/27/2017. Funds in the same Lipper category may track different indexes, have different holdings and show different performance. Competitors may offer more than one mutual fund or ETF 
in a Lipper category, including funds that are not market-cap index mutual funds or ETFs. Expense ratios and minimums are subject to change.

How Schwab® S&P 500 Index Fund costs compare1

SCHWAB® S&P 
500 INDEX FUND

SWPPX
0.03%

$3,000 investment

$10,000 investment

$5 million investment

VANGUARD 500 
INDEX FUND

VFINX: 0.14%

VFIAX: 0.04%

N/A

FIDELITY 500 
INDEX FUND

FUSEX: 0.09%

FUSVX: 0.045%

FXSIX: 0.035%
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SPOTLIGHT 
RESEARCH

Choosing Funds  
That Fit 
Your Needs

GET EXPERT HELP 
WITH A SCHWAB 
SELECT LIST®

ETF SELECT LIST

The ETFs in this list cover more 
than 68 asset categories and are 
screened for liquidity, viability  
and structural stability; many 
trade commission-free online.3

Categories:
• Large-cap U.S. stock funds
• Small- and mid-cap U.S.  

stock funds
• International stock funds
• Taxable and tax-free2 bond funds
• Sector funds
• Commodity funds and more

INCOME MUTUAL FUND  
SELECT LIST

The mutual funds on this list, which 
trade online without loads or 
transaction fees,1 are screened  
for their potential for income 
generation and growth.

Categories:
• Taxable and tax-free2 bond funds
• Large-cap U.S. stock funds
• International stock funds
• Real estate funds and more

MUTUAL FUND ONESOURCE 
SELECT LIST

The mutual funds on this list, which 
trade online without loads or 
transaction fees,1 are screened for 
performance, risk and expense.

Categories:
• Large-cap U.S. stock funds
• Small- and mid-cap U.S. 

stock funds
• International stock funds
• Sector funds
• Taxable and tax-free2  

bond funds and more

If you’re looking to diversify your 
portfolio or fill an investment  
gap, mutual funds and exchange-
traded funds (ETFs) can be 
excellent options. But with 
thousands to choose from, it can 
be difficult to find those that best 
fit your needs.

A prescreened list by the  
Charles Schwab Investment 
Advisory team can greatly simplify 
the process. Our easy-to-use 
Mutual Fund OneSource Select 
List®, Income Mutual Fund Select 
List® and ETF Select List® 
comprise our experts’  
top choices (see below).

Whatever type of fund you’re 
looking for, a Schwab Select  
List can help you match 
investment opportunities with 
your financial goals.
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See page 42 for important information. u Investors should carefully consider information contained in the prospectus or, if available, the summary prospectus, 
including investment objectives, risks, charges and expenses. You can request a prospectus by calling Schwab at 800-435-4000. Please read the prospectus 
carefully before investing. u Past performance is no guarantee of future results. u Investment value will fluctuate, and shares, when redeemed, may be worth more 
or less than their original cost. If an expense waiver was in place during the period, the net expense ratio was used to calculate fund performance. Unlike mutual 
funds, shares of ETFs are not individually redeemable directly with the ETF. Shares are bought and sold at market price, which may be higher or lower than the net 
asset value (NAV). (0517-VLFX)

1Trades in no-load mutual funds available through Mutual Fund OneSource® ( including Schwab Funds®), as well as certain other funds, are available without transaction fees when placed through schwab.com 
or our automated phone channels. For each of these trade orders placed through a broker, a $25 service charge applies. Schwab reserves the right to change the funds we make available without transaction 
fees and to reinstate fees on any funds. Schwab’s short-term redemption fee of $49.95 will be charged on redemption of funds purchased through Schwab’s Mutual Fund OneSource service (and certain other 
funds with no transaction fees) and held for 90 days or less. Schwab reserves the right to exempt certain funds from this fee, including Schwab Funds, which may charge a separate redemption fee, and funds 
that accommodate short-term trading. Charles Schwab & Co., Inc., receives remuneration from fund companies for record keeping, shareholder services and other administrative services for shares purchased 
through its Mutual Fund OneSource service. Schwab also may receive remuneration from transaction fee fund companies for certain administrative services. | 2State, local and the federal Alternative Minimum 
Tax may apply. Capital gains are not exempt from federal taxation. | 3Conditions apply: Trades in ETFs available through Schwab ETF OneSource™ ( including Schwab ETFs™) are available without commissions 
when placed online in a Schwab account. Service charges apply for trade orders placed through a broker ($25) or by automated phone ($5). An exchange-processing fee applies to sell transactions. Certain 
types of Schwab ETF OneSource transactions are not eligible for the commission waiver, such as short sells and buys to cover (not including Schwab ETFs). Schwab reserves the right to change the ETFs we 
make available without commissions. All ETFs are subject to management fees and expenses. Please see the Charles Schwab Pricing Guide for additional information. Charles Schwab & Co., Inc., receives  
remuneration from third-party ETF companies participating in Schwab ETF OneSource™ for record keeping, shareholder services and other administrative services, including program development and  
maintenance. Schwab ETFs are distributed by SEI Investments Distribution Co. (SIDCO). SIDCO is not affiliated with Charles Schwab & Co., Inc.

GET STARTED TODAY:
Explore a Schwab  
Select List online at  
schwab.com/selectlist.

QUESTIONS?
Call us at  
866-782-1480.

Getting started:  
Turning information into action

Step 1:  
Evaluate your 
portfolio.  
Use the Portfolio 
Checkup tool 
(schwab.com/
portfoliocheckup) 
to help identify 
opportunities to 
diversify or gain 
exposure to other 
asset classes, 
such as large-cap 
U.S. stocks or 
tax-free2 bonds.   

Step 2:  
Choose a  
Select List.  
After determining 
your desired 
exposure, choose 
among the Mutual 
Fund OneSource 
Select List, the 
Income Mutual 
Fund Select 
List and the ETF 
Select List, based 
on your needs 
and goals.

Step 3:  
Compare  
funds.  
Use the mutual 
fund comparison 
tool (schwab.com/
comparefunds) or 
ETF comparison 
tool (schwab.com/
compareETFs) 
to evaluate your 
choices using 
past performance, 
price, risk 
and other key 
indicators.

Step 4:  
Place your  
trade.  
Once you’ve  
selected the fund 
that best matches 
your investing 
criteria, complete 
your transaction 
by clicking the 
Trade button.

Compare up to five funds with Schwab’s comparison tool (above; for illustrative purposes only).
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IMPORTANT DISCLOSURES

The information provided here is for general 
informational purposes only and should not be 
considered an individualized recommendation 
or personalized investment advice. The 
investment strategies mentioned here may not 
be suitable for everyone. Each investor needs 
to review an investment strategy for his or her 
own particular situation before making any 
investment decision.

All expressions of opinion are subject to 
change without notice in reaction to shifting 
market conditions. Data contained herein from 
third-party providers are obtained from what 
are considered reliable sources. However, their 
accuracy, completeness or reliability cannot be 
guaranteed.

P. 5–6, 7, 13–14, 16–17, 30–33, 34–37: The 
Schwab Center for Financial Research is a 
division of Charles Schwab & Co., Inc.

P. 6: This information does not constitute and 
is not intended to be a substitute for specific 
individualized tax, legal or investment-planning 
advice. Where specific advice is necessary or 
appropriate, Schwab recommends consultation 
with a qualified tax advisor, CPA, financial 
planner or investment manager.

P. 6, 30–33: Schwab wealth strategists and 
financial planners are employees of Schwab 
Private Client Investment Advisory, Inc., a 
registered investment advisor and an affiliate of 
Charles Schwab & Co., Inc.

P. 8, 9, 13–14, 20–21, 23–24, 38: Examples 
provided are for illustrative purposes only and 
not intended to be reflective of results you can 
expect to achieve.

P. 18–19: Charles Schwab Investment 
Management, Inc., is an affiliate of Charles 
Schwab & Co., Inc., and a subsidiary of The 
Charles Schwab Corporation.

P. 18–19, 20–21, 26–29, 44: Indexes are 
unmanaged, do not incur management fees, 
costs or expenses, and cannot be invested 
in directly.

P. 26–29: Past performance is no guarantee of 
future results. ◆ Fixed income securities are 
subject to increased loss of principal during 
periods of rising interest rates. Investment 
value will fluctuate, and bond investments, 
when sold, may be worth more or less than 
original cost. Fixed income securities are 
subject to various other risks, including 
changes in interest rates and credit quality, 
market valuations, liquidity, prepayments, 
early redemption, corporate events, tax 
ramifications and other factors. ◆ High-
yield bonds and lower-rated securities are 
subject to greater credit risk, default risk and 
liquidity risk. ◆ International investments 
involve additional risks, including differences 
in financial accounting standards, currency 
fluctuations, geopolitical risk, foreign taxes 
and regulations, and the potential for illiquid 
markets. Investing in emerging markets may 
accentuate these risks.

P. 26–29, 34–37: Investing involves risk, 
including loss of principal.

P. 26–29, 40–41: Charles Schwab Investment 
Advisory, Inc., is an affiliate of Charles 
Schwab & Co., Inc.

P. 26–29, 40–41, 44: Diversification strategies 
do not ensure a profit and do not protect 
against losses in declining markets.

P. 34–37: Schwab Equity Ratings and general 
buy/hold/sell guidance are not personal 
recommendations for any particular investor 
or client and do not take into account the 
financial, investment, or other objectives 
or needs of, and may not be suitable for, 
any particular investor or client. Investors 
and clients should consider Schwab Equity 
Ratings as only a single factor in making 
their investment decision while taking into 
account the current market environment. 
◆ Schwab Equity Ratings are assigned 
to approximately 3,000 of the largest ( by 
market capitalization) U.S. headquartered 
stocks using a scale of A, B, C, D and F. 
Schwab’s outlook is that A-rated stocks, 
on average, will strongly outperform and 
F-rated stocks, on average, will strongly 
underperform the equities market over the 
next 12 months. Each of the approximately 
3,000 stocks rated in the Schwab Equity 
Ratings universe is given a score that is 
derived from several research factors. The 
assignment of a final Schwab Equity Rating 
depends on how well a given stock scores on 
each of the factors and then how that stock 
stacks up against all other rated stocks. 
◆ Rebalancing strategies do not ensure a 
profit and do not protect against losses in 
declining markets. ◆ Schwab Intelligent 
Portfolios accounts must maintain a 
minimum balance of $5,000 to be eligible for 
automatic rebalancing.

Index definitions: The Bloomberg Barclays 
U.S. Aggregate Bond Index is a market-value-
weighted index of taxable investment-grade 
fixed-rate debt issues, including government, 
corporate, asset-backed and mortgage-backed 
securities, with maturities of one year or 
more. ◆ The BofA Merrill Lynch US Corporate 
Index tracks the performance of U.S.-dollar-
denominated investment-grade corporate debt 
securities publicly issued in the U.S. domestic 
market with at least one year remaining term 
to final maturity. ◆ The BofA Merrill Lynch US 
Treasury Index tracks the performance of U.S.-
dollar-denominated sovereign debt publicly 
issued by the U.S. government in its domestic 
market. Qualifying securities must have at least 
one year remaining term to final maturity, a 
fixed coupon schedule and a minimum amount 
outstanding of $1 billion. ◆ The Citigroup U.S. 
3-Month Treasury Bill Index measures monthly 
total return equivalents of yield averages 
that are not marked to market. The 3-Month 
Treasury Bill Index consists of the past three 
three-month Treasury bill issues. ◆ The FTSE 
Emerging Markets indexes are part of the FTSE 
Global Equity Index Series (GEIS). The series 
includes large and mid-cap securities from 
advanced and secondary emerging markets, 
classified in accordance with FTSE’s transparent 
Country Classification Review Process. The 
FTSE Emerging Index provides investors with 
a comprehensive means of measuring the 
performance of the most-liquid companies 
in the emerging markets. ◆ The MSCI EAFE® 
(Europe, Australasia, Far East) Index is a 
free-float-adjusted market-capitalization 
index designed to measure the equity-market 
performance of developed markets, excluding 
the U.S. and Canada. It consists of 22 
developed-market-country indexes: Australia, 
Austria, Belgium, Denmark, Finland, France, 
Germany, Greece, Hong Kong, Ireland, Israel, 
Italy, Japan, the Netherlands, New Zealand, 
Norway, Portugal, Singapore, Spain, Sweden, 
Switzerland and the United Kingdom. ◆ The 
MSCI Emerging Markets Index captures 
large- and mid-cap representation across 23 
emerging-markets countries. The index covers 
approximately 85% of the free-float-adjusted 
market capitalization in each country. ◆ The 
MSCI World Index captures large- and mid-cap 
representation across 23 developed-markets 
countries and covers approximately 85% of the 
free float-adjusted market capitalization in each 
country. ◆ The Russell 2000® Index measures 
the performance of the small-cap segment 
of the U.S. equity universe. The Russell 2000 
Index is a subset of the Russell 3000® Index, 
representing approximately 10% of the total 
market capitalization of that index. It includes 
approximately 2,000 of the smallest securities, 
based on a combination of their market cap and 
current index membership. ◆ The S&P 500® 
Index is a market-capitalization-weighted index 
comprising 500 widely traded stocks chosen 
for market size, liquidity and industry group 
representation. ◆ The Schwab 1000® Index 
includes the stocks of the largest 1,000 publicly 
traded companies in the United States, with 
size determined by market capitalization (total 
market value of all shares outstanding). The 
index is designed to measure the performance 
of large- and mid-cap U.S. stocks.

©2017 Charles Schwab & Co., Inc. All rights 
reserved. Member SIPC. (0817-7J71)

Find this issue and archives 
of On Investing at  
schwab.com/oninvesting.

ONLINE



*157 of our 332 mutual funds had a 10-year track record as of 6/30/17. (Includes all share classes and excludes funds used in insurance products.) 134 
of these 157 funds (85%) beat their Lipper averages for the 10-year period. 215 of 317 (68%), 183 of 225 (81%), 149 of 180 (83%), of T. Rowe Price funds 
outperformed their Lipper average for the 1-, 3-, 5-year periods ended 6/30/17, respectively. Calculations are based on cumulative total return. Not all 
funds outperformed for all periods. (Source for data: Lipper Inc.). Schwab and Mutual Fund OneSource are trademarks of Charles Schwab & Co., Inc. 
Used with permission. T. Rowe Price Investment Services, Inc., Distributor.

Request a prospectus or summary prospectus at Schwab.com/OneSource; each includes investment objectives, risks, fees, expenses, 
and other information that you should read and consider carefully before investing.
Past performance cannot guarantee future results. All funds are subject to market risk, including possible loss of principal, and are 
subject to management fees and expenses. Charles Schwab & Co., Inc., Member SIPC, receives remuneration from fund companies 
and/or their affi  liates in the Mutual Fund OneSource® service for recordkeeping, shareholder services and other administrative services. 
The amount of fees Schwab or its affi  liates receive from funds participating in the Mutual Fund OneSource service is not considered in 
the Select List selection, nor does any fund pay Schwab to be included in the Select List.

Whether it’s navigating your career, raising kids, or planning 
for retirement, being actively involved matters in achieving 
better results.

When it comes to managing our funds, we share the same 
active philosophy. Our investment teams navigate down 
markets and help manage risk so you can stay on track in 
reaching your goals.

85% of T. Rowe Price mutual funds beat their 10-year 
Lipper average as of 6/30/17.*

Put our active investment approach to work for you today.

Life isn’t a passive activity. Investing shouldn’t be either.

Over 100 funds now available with 
no transaction fee, including several
funds on the Q3 2017 Mutual Fund 
OneSource Select List®.

Visit Schwab.com/troweprice

Active Matters in 
taking care of the 
ones who matter most.

2017_Q3_OO_T Rowe Price_FALL 17_REVISE2_JG_FINAL.indd   47 7/20/17   6:41 PM
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1Morningstar, as of 03/31/2017. | 2Returns assume reinvestment 
of capital gains and dividends but do not take fees, expenses 
or taxes into consideration. If they had been considered, 
performance would have been lower. Indexes cannot be  
invested in directly. Past performance is no guarantee of future 
results.

ur mission at Schwab has always been 
simple: make investing more accessible and  

cost-effective so it’s easier for everyday people to 
achieve their goals. In 1991, we launched the Schwab 
1000® Index and the mutual fund that tracks it to sup-
port that mission, by creating a straightforward tool 
that captured the returns of the companies driving 
the American economy. Looking back now, how did 
the idea play out? Pretty well, I’d say.

That one index provides exposure to 90% of total 
U.S. market capitalization—compared with just 70% 
for another well-known index, the S&P 500®. In addi-
tion to large-cap stocks, the Schwab 1000 includes 
mid-caps: a group of growing companies with the 
potential to mature into tomorrow’s industry leaders. 
This combination of established large-cap compa-
nies and promising mid-caps has, over its lifetime, 
produced an annualized return of 9.78% (compared 

O

ON YOUR SIDE

A Piece of the Pie
 

Index investing helps ordinary investors reap the benefits of economic growth.

with 9.53% for the S&P 500 over the same period).1 
Put another way, $100,000 in the Schwab 1000 at its 
launch would have grown to more than $1 million by 
March 31, 2017.2

 Indexes, and the mutual funds and exchange-
traded funds that track them, can help investors 
achieve broad diversification and mirror the growth 
of domestic and foreign markets. Since the birth of 
the Schwab 1000, we’ve continued to drive down the 
cost of investing so that more of your hard-earned 
money can be put to work for you. To learn more 
about indexing at Schwab, give us a call or visit  
schwab.com/indexing.

Charles R. Schwab
Founder & Chairman

See page 42
for important 
information.  
(0817-YUF4)



The benefi ts 
you’ve come to 
expect, without 
the fees. 

1  Schwab Mobile Deposit™ service is subject to certain eligibility requirements, limitations, and other conditions. Enrollment is not guaranteed. Mobile deposits are 
subject to the Bank’s hold policy. Requires a wireless signal or mobile connection.  

2  Unlimited ATM fee rebates apply to cash withdrawals using your debit card wherever it is accepted. ATM fee rebates do not apply to any fees other than those 
assessed for using an ATM to withdraw cash from your Schwab Bank account. Schwab Bank makes its best effort to identify those ATM fees eligible for rebate, based 
on information it receives from Visa® and ATM operators. In the event that you have not received a rebate for a fee that you believe is eligible, please call a Schwab 
Bank Client Service Specialist for assistance at 1-888-403-9000. Schwab Bank reserves the right to modify or discontinue the ATM fee rebate at any time. 

3  If you use your debit card to withdraw foreign currency from an ATM or to pay for a purchase with foreign currency, we charge your account for the U.S. dollar 
equivalent of the transaction. Depending on the specifi c arrangements that are in place, the exchange rate and calculation of the U.S. dollar equivalent will be 
done by the bank at which you complete the transaction, the network to which the ATM belongs, or Visa. The bank or network may also charge a fee.

The Schwab Bank High Yield Investor Checking® account is available only as a linked account with a Schwab One® brokerage account. The Schwab One brokerage 
account has no minimum balance requirements when opened with a linked High Yield Investor Checking account.

Charles Schwab & Co., Inc. and Charles Schwab Bank are separate but affi liated companies and subsidiaries of The Charles Schwab Corporation. Brokerage 
products are offered by Charles Schwab & Co., Inc., Member SIPC. Deposit and lending products and services are offered by Charles Schwab Bank, Member FDIC 
and an Equal Housing Lender.

Apple®,  iPad Air®, and iPhone® are trademarks of Apple Inc., registered in the U.S. and other countries. Apple Pay®,  Apple Watch®,  and iPad mini® are trademarks of 
Apple Inc. 

Brokerage Products: Not FDIC-Insured • No Bank Guarantee • May Lose Value

 ©2017 Charles Schwab Bank. All rights reserved. Member FDIC. CC1005819 (0817-ZFHL) ADP85228-02 (05/17) 00193711

Schwab Bank High Yield Investor Checking® account.
You expect the full package: free standard checks, no account minimums, mobile deposits,1 

Apple Pay®, and bill pay. With Schwab Bank you get all of that and none of the fees:

 ■ Unlimited ATM fee rebates worldwide2

 ■ No monthly account service fees 
 ■ No foreign transaction fees3

This account is linked to your Schwab One® brokerage account, so transferring funds is easy. 
Learn more and open an account at schwab.com/checking or call 1-866-215-1863.

152477_Schwab_ADP85228-02.indd   1 5/19/17   2:07 PM



In order to participate, the borrower must agree that the lender, Quicken Loans, may share their information with Charles Schwab Bank. 

This offer is subject to change or withdrawal at any time and without notice. Nothing herein is or should be interpreted as an obligation to lend. Loans are subject to credit and property approval. Other conditions and restrictions 
may apply. Hazard insurance may be required. Program terms and conditions are subject to change.

IRA account balance eligibility and the IRA benefi t package is not available for clients of independent investment advisors. Details for the discount program available for these clients can be found by visiting 
www.schwab.com/advisors.

Only one discount eligible per loan. Discounts available for all Adjustable-Rate Mortgage (ARM) loan sizes, and the 15-Year Fixed-Rate Jumbo loan. Discount for ARMs applies to initial fi xed-rate period only or to the margin 
depending upon the eligible loan. Qualifying balance based on Schwab brokerage (including Schwab IRAs) and Schwab Bank combined account balances, including the following retirement account types: Traditional, Roth, 
Rollover, and Inherited IRAs. Clients that utilize an eligible IRA account balance to qualify for certain discounts may qualify for one special IRA benefi ts package per loan. This includes: a $200 bonus award into your Schwab 
IRA account with the largest balance, and an in-depth personal fi nancial plan analysis to include a detailed review of your IRA(s) by a Certifi ed Financial Planner. This information does not constitute and is not intended to 
be a substitute for specifi c individualized tax, legal, or investment planning advice. Where specifi c advice is necessary or appropriate, Schwab recommends consultation with a qualifi ed tax advisor, CPA, fi nancial planner, or 
investment manager.

Eligible balance must be verifi ed 15 days prior to your anticipated closing for an on-time close. If you deposit your eligible assets with less than 15 days remaining before closing, your closing date may be delayed and your 
eligibility to receive the promotional rate may be affected. 

Loan application documentation is valid for 90 days from the date of receipt. Preapproval may be voided if there are changes. Contact Quicken Loans, Inc. regarding any conditions and restrictions that may apply.   

Charles Schwab Bank and Charles Schwab & Co., Inc., are separate but affi liated companies and subsidiaries of The Charles Schwab Corporation. Investment products are offered by Charles Schwab & Co., Inc. (member SIPC). 
Charles Schwab & Co., Inc., does not solicit, offer, endorse, negotiate, or originate any mortgage loan products and is neither a licensed mortgage broker nor a licensed mortgage lender. Home lending is offered and provided 
by Quicken Loans Inc., Equal Housing Lender. Quicken Loans Inc. is not affi liated with The Charles Schwab Corporation, Charles Schwab & Co., Inc., or Charles Schwab Bank. Deposit and other lending products are offered by 
Charles Schwab Bank, Member FDIC and an Equal Housing Lender.

Quicken Loans is licensed in all 50 states Quicken Loans Nationwide Mortgage Licensing System #3030. Restrictions may apply. Equal Housing Lender. Lending services provided by Quicken Loans Inc., a subsidiary 
of Rock Holdings Inc.

Save with 
interest rate 
discounts on 
eligible home 
loans.

©2017 Charles Schwab Bank. All rights reserved. Member FDIC. Equal Housing Lender.
RAP (0817-ZM2K) ADP92439-04 (05/17)
00195181

Brokerage Products: Not FDIC-Insured • No Bank Guarantee • May Lose Value

Charles Schwab Bank, 211 Main Street, San Francisco, CA 94105

Investor Advantage Pricing, exclusively for Schwab clients
When you need a home loan, look to Schwab Bank and mortgage lender Quicken Loans® for value and award-winning 
service. You’ll lower your interest rate and quickly go from preapproval to close. It’s an opportunity to help you save on 
your monthly home purchase loan payments so you can invest more in your portfolio.

Call 1-877-490-6837 or visit schwab.com/mortgagerates to get started.
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