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CEO’s NOTE

Walt Bettinger
President & CEO

fingerprint and voice-recognition 
technology. You can find a detailed 
description of our robust digital 
security practices, as well as ways you 
can make your own information more 
secure, at schwab.com/schwabsafe.

Our commitment to your security 
underscores why we were the first in 
the industry to offer a comprehensive 
Security Guarantee. It means that we 
will cover 100% of any losses in your 
Schwab account due to unauthorized 
activity. Just call us at 888-3-SCHWAB 
if you ever notice anything suspicious, 
and we’ll look into the matter and 
help you take measures to protect 
yourself from further loss. Learn more 
at schwab.com/securityguarantee.

We work hard to keep your data and 
money safe. Through our innovations 
in technology and by backing up our 
promises with not only a Security 
Guarantee but also a Satisfaction 
Guarantee, we are working hard to 
continue to earn the trust you’ve 
placed in us.

Sincerely,

See page 42 for important information. u If you are not completely satisfied for any reason, at your request Charles Schwab & Co., Inc. (Schwab), or 
Charles Schwab Bank (Schwab Bank) will refund any eligible fee related to your concern within the required time frames. Schwab reserves the right to 
change or terminate the guarantee at any time. Go to schwab.com/satisfaction to learn what’s included and how it works. (0218-7E4T)

espite the prevalence of technol-
ogy in our daily lives, I’m often 

in awe of how sophisticated it has 
become. We can unlock our phones 
with our faces, search the web with 
our voices and, someday soon, let our 
cars drive us to work. Unfortunately, as 
technologies advance, so do the tactics 
cybercriminals use to steal our most 
sensitive information.

Take phishing scams. These 
alarmingly effective ploys use legiti-
mate-looking emails to trick you into 
sharing passwords and other personal 
details (see “Don’t Take the Bait,”  
page 6). Entrusted with more than 
$3 trillion in client assets, Schwab 
goes to great lengths to counter such 
tactics, utilizing not just secure mes-
saging portals but also state-of-the-art 

D

 Earning Your Trust
 
We’re committed to your security. 

Schwab will 
cover 100%  

of any losses 
due to 

unauthorized 
activity.
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What to Do With a Bonus
How to lay the proper foundation—before you celebrate.

ccording to human resources 
association WorldatWork, 85% 

of U.S. companies plan to offer their 
employees bonuses or similar com-
pensation awards this year.1 Here are 
four ways to make the most of your 
next windfall—before you splurge on 
something special.

A



THE BOT TOM LINE
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Learn more about how Schwab protects client 
data and what you can do to shore up  
your defenses at schwab.com/schwabsafe.

NEXT 
STEPS

See page 42 for important information.
(0218-7GTF)

For more financial planning tips,  
visit schwab.com/insights.

NEXT 
STEPS

12017–2018 Salary Budget Survey. | 22017 
American Household Credit Card Debt Study, 
NerdWallet.

Don’t Take the Bait  
How to avoid getting hooked by 
fiendishly effective phishing scams.

ou may consider yourself too savvy to fall for a 
phishing scam (a ploy using a legitimate-looking 

email to trick you into sharing sensitive personal or 
financial information). However, such cons remain 
remarkably effective: In 2016, more than 19,000 people 
reported losing almost $32 million in phishing scams in 
the United States alone.1

Part of the problem is that hackers are becoming 
increasingly sophisticated in their attacks. For example, 
one such scam used what appeared to be an authentic 
email from an online shopping site to lure users to a 
fake site where they were asked to update their account 
information.

As phishing emails become more persuasive, consumers 
should take extra care when conducting business online, 
says Tonia Dudley, incident commander and director 
of security awareness at Schwab. “Be wary of any email 
asking for personal information—regardless of its source,” 
she says.

Many financial firms, including Schwab, use a secure 
message center when requesting sensitive data. If you 
receive such an inquiry via an unsecure channel, there’s 
a simple safety measure: Call the company in question. 
“When in doubt,” Tonia says, “just pick up the phone.”

The bottom line:  If you receive a request for personal 
information, verify the source before you respond.

soon as possible, starting with the card 
that charges the highest interest rate.

3   Save for emergencies: Even the 
healthiest and most financially secure 
among us need to plan for the unex-
pected. Set aside enough cash to cover 
three to six months’ worth of essential 
expenses. Put it somewhere relatively 
liquid—but not so accessible that you’ll 
be tempted to spend it.

4   Boost your retirement savings: 
If you participate in a workplace 
retirement plan, your employer might 
automatically deduct from your 
bonus whatever percentage you reg-
ularly contribute. If you don’t have an 
employer-sponsored retirement plan 

1    Have a plan: Prioritize your goals by 
assigning a percentage of your bonus to 
each. For example, you might decide to 
put 50% toward savings, 30% toward 
debt reduction and 20% toward your 
next vacation. Make sure to factor in 
taxes, too, since your regular withhold-
ing may not be sufficient.

2   Pay down credit card debt: The 
average U.S. household carries nearly 
$16,000 in revolving credit card debt 
and pays roughly $900 in interest each 
year.2 That money is better put to use 
elsewhere, so pay off any balances as 

or are looking to save even more, you 
can contribute up to $5,500 ($6,500 if 
you’re age 50 or older) to an Individual 
Retirement Account this year.

5   Splurge: After meeting the above 
goals, reward all that responsible 
behavior with something just for you.

The bottom line: With a little  
planning, you can bolster your 
finances—and celebrate your 
achievements.

Y

12016 Internet Crime Report, Federal Bureau of Investigation.

See page 42 for important information. (0218-79PX)
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1Sean Becketti, “Why America’s Homebuyers 
& Communities Rely on the 30-Year Fixed-
Rate Mortgage,” Freddie Mac, 04/10/2017. 
| 2Robyn A. Friedman, “Mortgages Undergo 
an Attitude Adjustment,” The Wall Street 
Journal, 07/05/2017. | 3Claes Bell, “Mortgage 
Rates Trend Higher for Monday,”  
bankrate.com, 10/02/2017.

NEXT 
STEPS

From Schwab Bank: Schwab Bank’s home lending program 
provided by Quicken Loans offers Schwab clients discounts on 
select mortgages. Learn more at schwab.com/mortgages.

Tick Tock
Why a mortgage with an  
expiring interest rate 
sometimes makes sense.

lthough only 2% of homebuyers 
opted for an adjustable-rate 

mortgage (ARM) in 2016,1 there’s 
evidence that ARMs are proving 
more popular with house-hunting 
millennials.2

Unlike a fixed-rate mortgage, 
whose interest rate remains the same 
for the life of the loan, an ARM’s rate is 
guaranteed for only a set period—say, 
five or seven years—before rising or 
falling in tandem with prevailing 
interest rates.

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. (0218-7NYE)

It’s that initial rate that can make 
ARMs so attractive to millennials and 
other potentially cash-strapped pur-
chasers. “ARMs typically start out at a 
lower interest rate—and thus a lower 
monthly payment—than their fixed-
rate counterparts,” says Tony Sachs, 
vice president of lending products 
and strategy at Charles Schwab Bank.

Indeed, in October 2017 the average 
rate on a 30-year fixed-rate mortgage 
was 3.80%, compared with 3.31% 
for a 5/1 ARM3 (that is, a loan whose  
interest rate is fixed for the first 
five years and adjusted once a year  
thereafter for the life of the loan). For  
a $350,000 loan, that means a savings 
of almost $100 a month, or about 
$6,000 over the initial five-year term.

“ARMs can make a lot of sense for 
home buyers who plan to upgrade in 
a few years,” Tony says.

The bottom line: Opting for ARMs 
can offer lower initial monthly 
payments in the near term, while their 
fixed-rate counterparts provide more 
stability over the long haul.

A

Brokerage Products:  
Not FDIC Insured • No Bank Guarantee •  
May Lose Value
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THE BOT TOM LINE

To research stock funds  
for your portfolio, log in to  
schwab.com/funds.

NEXT 
STEPS
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Too Big  
to Buy
What to do when a share 
price rises out of reach.

ot long ago, public companies 
with high-flying stock prices 

would sometimes split their shares as 
a means of attracting new investors. 
The typical split was two for one, in 
which companies doubled the number 
of outstanding shares but cut the price 
per share in half, believing the lower 
price would rouse investors’ interest.

See page 42 for important information.  
◆ Investing involves risks, including loss  
of principal. (0218-7GY6)

Research. “Many of today’s leading tech-
nology companies, in particular, boast 
share prices well into the triple digits—a 
trait some investors have come to 
equate with successful business models 
and attractive growth opportunities,” 
he says.

If cost prohibits you from buying 
a certain stock, “many mutual funds 
and ETFs offer large allocations for 
a fraction of the price,” Randy says, 
“while also providing exposure to 
other companies and industries you 
otherwise might not have considered.”

The bottom line: Splits aren’t the only 
way to gain access to high-priced stocks.

1Lu Wang, “Stock Split Is All but Dead and a New Study 
Says Save Your Tears,” Bloomberg Markets, 08/23/2017. 
| 2Reinhardt Krause, “Comcast Joins Apple, Netflix as 
Stock Splits Rarer,” Investors.com, 01/27/2017.

But stock splits are a lot less common 
these days. In 1997, 102 companies in 
the S&P 500® Index split their stocks;1 
in 2016, only seven companies did 
so2—a decline of more than 93%.

What gives? Perhaps most import-
ant, investors are increasingly turning 
to mutual funds and exchange-traded 
funds (ETFs) instead of buying discrete 
stocks, so companies have less incen-
tive to court individual investors with 
low prices.

Investors’ perception of such 
stratospheric stocks has also changed, 
says Randy Frederick, vice presi-
dent of trading and derivatives at 
the Schwab Center for Financial  

N



S P R I N G  2 0 1 8    |    O N  I N V E S T I N G    |    9

Find more insights on this and other technical 
analysis tools at schwab.com/tradinginsights.

NEXT 
STEPS

he meteoric rise of the so- 
called FANG stocks (Facebook, 

Amazon, Netflix and Google) has some 
pundits worried that the current bull 
market is being propelled by just a few 
behemoths.

Large companies have always had 
an outsize influence on the S&P 500® 
and other stock indexes that weight 
securities according to their market 
capitalization. But such indexes don’t 
always indicate overall market health, 
particularly when a few big names are 
driving most of the gains.

Enter the advance-decline (AD) line, 
a technical-analysis tool that charts the 
number of advancing stocks minus 
the number of declining stocks each 
trading day over time. The AD line rises 
when advances exceed declines, and it 
falls when declines exceed advances.

The results can tell you a lot about 
the state of a specific market or a  
particular industry, says Lee Bohl, a 
senior manager of trader education at 
Schwab Trading Services. “For example, 
when an index is ascendant even as its 
AD line is descendant, it’s likely that 
relatively few stocks are contributing 

T 

Out of Sync
What the advance-decline 
line can—and can’t—tell you 
about the market.

See page 42 for important information.
◆ 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. ◆ Schwab does not recommend the 
use of technical analysis as a sole means of 
investment research. (0218-74CZ)

to that growth—which could be a 
sign that that market is vulnerable to a 
correction,” he says. That was certainly 
the case with the New York Stock 
Exchange (NYSE) composite index in 
the months leading up to the Great 
Recession (see “Mixed signals,” left).

In the past several years, however, 
the NYSE’s composite index and AD 
line have been moving in tandem, 
which suggests that, contrary to fears, 
a breadth of companies are driving the 
market.

Even if the two lines were to diverge 
dramatically, Lee says, investors would 
be wise to avoid decisions based on the 
AD line alone. “When an AD line starts 
to fade, I view it as an opportunity to 
be more cautious,” he says. “You might 
cut back on your exposure to stocks a 
bit, but don’t use it as an argument for 
exiting the market entirely.”

The bottom line: An index’s 
advance-decline line can help you 
gauge the overall health of a market or 
an industry, but shouldn’t be the only 
metric you consider.

8,500

9,000

9,500

10,000

10,500

8,000

01/03/07

01/03/07

06/03/07

06/03/07

12/03/07

12/03/07

0

5,000

10,000

15,000

20,000

25,000

In
d

ex
 l

ev
el

A
D

 l
in

e 
le

ve
l

Mixed signals
From July through October 2007,  
the New York Stock Exchange’s 
composite index climbed to new 
heights—even as its advance-decline 
line trended lower—signaling all was 
not well with the market.

Source: Stockcharts.com. Data from 01/03/2007 
through 12/31/2007. Past performance is no 
guarantee of future results.

NYSE COMPOSITE INDEX

NYSE ADVANCE-DECLINE LINE



*159 of our 332 mutual funds had a 10-year track record as of 12/31/17. (Includes all share classes and excludes funds used in insurance products.) 128 
of these 159 funds (81%) beat their Lipper averages for the 10-year period. 238 of 332 (72%), 193 of 230 (84%), 152 of 186 (82%), of T. Rowe Price funds 
outperformed their Lipper average for the 1-, 3-, 5-year periods ended 12/31/17, 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.

Over 80% of T. Rowe Price mutual funds beat their 
10-year Lipper average as of 12/31/17.*

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 22 
funds on the Q1 2018 Mutual Fund 
OneSource Select List®.

Visit Schwab.com/troweprice

Active Matters in 
taking care of the 
ones who matter most.
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Dear Reader,
First of all, let me say I appreciate 
how difficult it can be to make funeral 
arrangements. Losing a loved one is 
never easy, and it is especially hard to 
make important decisions when you 
feel vulnerable and grief-stricken.

In truth, funeral planning is a subject 
most of us would rather avoid. But 
it really is important to talk about 
because the more you know, the less 
likely you are to spend more than 
you can afford. And such services can 
be expensive. The average funeral 
costs between $7,000 and $10,000—
including funeral-home fees, a casket, 
a cemetery plot, and the opening and 
closing of a grave1—and can easily go 
much higher.

Sad as it is, there are also some 
unscrupulous funeral directors who 
may try to take advantage of family 
members’ grief. They might, for exam-
ple, show you an expensive mahogany 
casket before showing a simpler, less 
expensive one. Or they may encourage 
embalming—which is not legally 
required in most states—even if you’re 
not planning a public viewing.

Fortunately, a lot of good people 
work in the funeral industry, making 
these dishonest practices the exception 
rather than the rule. Still, mourners 
would be wise to prepare for such 
meetings ahead of time, if only to 
lighten the decision-making load. With 
that in mind, here are a few suggestions 
to help you navigate the process.

Plan ahead
In the best of all worlds, funeral 
arrangements are part and parcel 
of a comprehensive estate plan. 
So whether the forethought is for 

BY CARRIE SCHWAB-POMERANTZ

The 
Final  
Act

Navigating  
the financial 
details of funeral 
planning.

Dear Carrie, 

I just watched my best friend 
experience the death of her mother. 
Not only did she suffer a loss, but 
making the funeral arrangements 
seemed more difficult and costly 
than it needed to be. What is your 
advice for other families going 
through this process?

Q A
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Find more insights from Carrie at  
schwab.com/askcarrie.

LEARN
MORE

yourself or a loved one, put all prefer-
ences in writing—including whether 
the person in question wishes to be  
cremated (the least expensive option), 
buried after a public viewing (the 
most expensive option) or something 
in between—and give copies to family 
members and an attorney.

Those wishing to be buried in a cer-
tain cemetery should make sure there’s 
a record of the request. There are also 
options you might not have consid-
ered, such as having the memorial 
service at home or choosing a “green” 
burial, in which remains are allowed to 
break down naturally and become part 
of the earth.

Be sure to ask family members what 
they want, too. “In my experience, the 
decedent may say, ‘Oh, it doesn’t need 
to be much of a bother,’” says Craig 
Tregillus, franchise rule coordinator at 
the Federal Trade Commission (FTC), 
which oversees the funeral industry, 
“but family members may need an 
opportunity to grieve and get past 
the loss.”

An entirely prearranged funeral is 
another option, though I’d use caution 
in prepaying for such services. If you 
move somewhere else, you may not be 
able to get a refund. And the FTC has 
uncovered several situations in which 
funeral homes have absconded with 
funds, according to Craig.

Shop around
In 1984, the FTC enacted the Funeral 
Rule, which requires funeral homes 
to reveal their prices over the phone 
or provide you with an itemized price 
list when you visit in person. (They’re 
not yet required to post them online.) 
If you don’t know what questions to 
ask, check out the FTC’s “Funeral Costs 
and Pricing Checklist,” available at 
consumer.ftc.gov/funerals. 

There may also be an advantage 
to exploring smaller, independently  
owned funeral homes. “By and large,” 
says Craig, “they have lower costs for 
consumers.”

against stating your budget to a funeral 
provider up front, because the costs 
may be less than you anticipate.

Ask for help
Most of us don’t really want to talk—or 
even think—about death. But your 
friend’s experience shows how import-
ant it is to be informed and make savvy 
financial decisions, even as you’re 
grieving a loss.

If you’re having trouble making 
the arrangements on your own, you 
might consider asking a close friend to 
look into costs and options for or with 
you. Bringing in someone with a little 
distance from the situation can ease 
the burden and help you think more 
clearly about the best way to celebrate 
your loved one’s life.

Carrie Schwab-Pomerantz  
(@carrieschwab), CFP®, is president of the 
Charles Schwab Foundation and senior vice 
president of Schwab Community Services 
at Charles Schwab & Co., Inc.

1“Funeral Costs: How Much Does an Average 
Funeral Cost?” parting.com, 09/14/2017.

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. (0218-7V7V)

The FTC’s Funeral 
Rule requires funeral 
homes to reveal their 
prices over the phone 
or provide you with an 
itemized price list when 
you visit in person.

Source: National Funeral Directors Association.

Funerals’ rising costs
The expense of the average burial rose nearly 40% between 2000 and 2014. 

2004
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$7,000

201420092000

It’s also important to note that 
you’re not legally required to purchase 
all your goods and services from your 
funeral provider. A number of big-box 
and online retailers sell caskets and 
urns for considerably less than what 
you might find in a funeral home, and 
can usually ship to a mortuary over-
night. In any event, I’d recommend 

$5,582

$7,181

$5,181
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Red Flags Ahead
Four common tax-filing errors—
and how to avoid them.
By Hayden Adams

CONTENTS   TAX PITFALLS   |   “TOTAL” BOND FUNDS  |  MILLENNIAL SPENDING
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What’s your audit risk?
As income rises above $50,000, so do the odds of being audited.

Percentage of returns audited by income level

Source: 2016 Internal Revenue Service Data Book.

NEXT 
STEPS

To view and download 2017 tax forms  
for your Schwab accounts, log in to  
schwab.com/taxforms.

uring my eight-year tenure at 
the IRS, I watched taxpayers 

make the same mistakes time and 
again. Not all errors will lead to an 
audit, but taxpayers should take pains 
to be as accurate as possible—and to 
avoid the following oversights that can 
lead to heightened IRS scrutiny.

RED FLAG #1

Underreporting income
Generally speaking, all income is  
taxable unless it’s specifically excluded, 
as is the case with certain gifts and 
inheritances. In most instances, the 
income you earn will be reported to 
both you and the government on an 
information return, such as a Form 
1099 or W-2. If the income you report 
doesn’t match the IRS’s records, you 
could face problems down the road—
so be sure you include the income 
from all of the following forms that are 
applicable to your situation:

n	 1099-B: The form on which finan-
cial institutions report capital gains.
n	 1099-DIV: The form on which  
financial institutions report dividends.
n	 1099-MISC: The form used to 
report various types of income such as  
royalties, rents, payments to indepen-
dent contractors and numerous other 
types of income.
n	 1099-R: The form on which financial 
institutions report withdrawals from 
tax-advantaged retirement accounts.
n	 Form 1099-INT:  The form on which 
financial institutions report interest 
income.
n	 Form SSA-1099: The form on which 
the Social Security Administration 
reports Social Security benefits (a 
portion of which may be taxable, 
depending on your level of income).
n	 Form W-2: The form on which 
employers report total annual  
compensation, payroll taxes, contri- 
butions to retirement accounts and 
other information.

D

18.8%

3.3%

4.6%

10.5%

2.1%

1.0%

0.6%

0.5%

0.5%

0.8%

0.4%$50,000–
$74,999

$0

$1–
$24,999

$25,000–
$49,999

$75,000–
$99,999

$100,000–
$199,999

$200,000–
$499,999

$500,000–
$999,999

$1,000,000–
$4,999,999

$5,000,000–
$9,999,999

$10,000,000 
or more
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All you
Depending on security type and date of purchase, you, rather than your 
brokerage, could be responsible for reporting the cost basis of your investment 
to the IRS.

Hayden Adams, 
CPA, is director of 
tax and financial 
planning at the 
Schwab Center for 
Financial Research.

See page 42 for important information. u	The information 
provided here is for general informational purposes only. It 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. (0218-787A)

 

If you receive an inaccurate statement 
of income, immediately contact the 
responsible party and ask that it  
correct and resend the documents 
to both you and the IRS as soon as  
possible, lest your tax return be held 
up. Be aware, too, that income for 
which there is no form, such as renting 
out your vacation home, must also be 
reported.

RED FLAG #2

Misreporting investment 
gains
When you sell an investment, you’ll 
need to know both the cost basis—
that is, what you paid for the invest-
ment—and the sale price in order to 
determine your net gain or loss. The 
cost basis of your investment may need 
to be adjusted to account for commis-
sions, fees, stock splits (see “Too Big to 
Buy,” page 8) or other events, which 
could help reduce your taxable gain or 
increase your net loss.

Financial institutions are required 
to adjust your investments’ cost 
bases and present them on a Form 
1099. However, brokerages aren’t 
required to report the cost bases 
for investments purchased prior to 
a certain date, which means you’ll 
be responsible for supplying that 
information (see “All you,” above). Be 

Sometimes, it’s the 
simplest mistakes that 
can cause the biggest 
headaches. Entering the 
wrong Social Security 
number, for example, or 
forgetting to sign your 
name can cause major 
problems in processing 
your return.

Stocks (including real estate 
investment trusts)

Mutual funds, exchange-traded 
funds and dividend reinvestment 
plans

Other specified securities, 
including most bonds, derivatives 
and options

Acquired before 01/01/2011

Acquired before 01/01/2012

Acquired before 01/01/2014

Security type Investor’s responsibility

sure to keep records of all investment 
purchases and sales—even those for 
which your brokerage is responsible. 

RED FLAG #3

Claiming unsupported 
deductions
The IRS keeps a careful eye on deduc-
tions—especially charitable gifts—in 
order to discourage abuse, so keep 
meticulous records, particularly if 
the deduction is especially large or 
unusual. Be sure, too, to verify that any 
organization to which you donate is 
recognized by the government as a 
tax-exempt entity.  You can use the 
IRS’s “Exempt Organizations Select 
Check” tool (apps.irs.gov/app/eos) to 
confirm an organization’s tax status.

RED FLAG #4

Entering information 
incorrectly
Sometimes, it’s the simplest mistakes 
that can cause the biggest headaches. 
Entering the wrong Social Security 
or tax ID number, for example, or  
forgetting to sign your name can cause 
major problems in processing your 
return. To guard against such missteps:

n		First and foremost, double-check all 
numbers.
n	 Check that all proper names are 
spelled correctly.
n		Compare this year’s tax return with 
the previous year’s to help determine 
if you’ve left anything out.
n	Double-check that you’ve signed and 
dated all relevant pages.

Using tax-preparation software can 
increase the overall accuracy of 
your return and help identify all the  
deductions you may be entitled to. 
However, even the best tax software 
won’t catch basic inputting errors, so 
consider enlisting a tax professional to 
give your return a second look or even 
prepare it from start to finish. n
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chieving diversity in a bond 
portfolio used to be as simple as 

investing in an aggregate bond-index 
fund. However, recent changes to the 
bond market have made that strategy 
less effective. Government-related 
bonds with longer durations now com-
prise a larger share of the market,1 and 
the overall credit quality of corporate 

A

LET’S 
TALK

Need help with your bond investments? 
Call 888-484-5340 to speak with a 
Schwab fixed income specialist.

Where’s the Beef?
“Total” bond funds aren’t what they used to be.    
By Kathy Jones

bonds has declined, leaving the bond 
market with more credit risk and  
interest-rate risk than in the past.

The Bloomberg Barclays U.S. 
Aggregate Bond Index, for example, 
the benchmark for many bond funds, 
is not what it was before the Great 
Recession—for three reasons.

1  Overexposure to 
Treasuries

The Bloomberg Barclays U.S. Aggregate 
Bond Index has a significantly higher 
allocation to Treasuries than it did 
a decade ago, largely because of the 
flood of federal bonds in the wake of 
the financial crisis (see “Treasuries take 
over,” far right).

Kathy Jones, 
(@kathyjones) 
is senior vice 
president and 
chief fixed income 
strategist at the 
Schwab Center for 
Financial Research.
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All things being equal, Treasuries 
tend to offer lower yields than other 
investment-grade bonds; consequently, 
the index’s yield prospects fall as its 
allocation of such bonds increases.

Further complicating matters is 
the fact that many of those Treasuries 
were issued during the recent period 
of historically low interest rates, 
meaning they—and, by extension, 
the bond funds that track them—will 
decrease in value as rates rise. That’s 
especially true of the longer-term 
bonds in the index, which will be 
locked into those rock-bottom rates 
for many years to come.

2  Increased sensitivity to 
rising interest rates

The U.S. Treasury isn’t the only entity 
that issued a raft of long-term bonds 
during the past decade. Many compa-
nies and governments did the same 
to lock in low rates for an extended 
period—and the Bloomberg Barclays 
U.S. Aggregate Bond Index has become 
more sensitive to rising interest rates as 
a result. The index’s average duration, 
a measure of such sensitivity, rose to 6 
years in June 2017, versus 4.7 during 
the preceding two decades.2

3  Heightened credit risk

Over the past decade, the credit 
quality of the corporate bonds in the 
Bloomberg Barclays U.S. Aggregate 
Bond Index has deteriorated markedly: 
In 2007, 63.9% were rated A or higher; 
by 2017, that number had fallen to 
50.6% (see “Slipping grades,” left).

Of course, lower-rated bonds tend 
to have higher coupons, which may 
help counteract the overexposure to 
Treasuries. However, such bonds also 
carry a higher degree of risk.

What now?
Investors in total bond funds should 
ensure their holdings are still appro-
priate for their needs, paying close 
attention to the average duration in 
their portfolios. Remember, too, that a 
single mutual fund or exchange-traded 
fund may not provide the “total” diver-
sification you want. The Bloomberg 
Barclays U.S. Aggregate Bond Index, 
for example, doesn’t track the entire 
bond universe—just investment-grade, 
fixed-rate U.S. securities. If you seek 
exposure to high-yield, emerging- 
market or international bonds, you’ll 
have to look elsewhere. Moreover, 
Schwab suggests a mix of bonds  
and/or bond funds in which a majority 
of holdings are of high credit quality. n

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. (0218-739J)

20172007

Source: Bloomberg Barclays U.S. Aggregate Bond Index. Data as of 12/14/2007 and 12/15/2017.

1Duration measures how many years it will take for a bond’s future cash flows to cover its cost. The longer the  
duration, the higher the risk its price will be affected by a future change in interest rates. | 2Bloomberg Barclays.

Source: Bloomberg Barclays U.S. Investment 
Grade Corporate Bond Index component  
of the Bloomberg Barclays U.S. Aggregate Bond 
Index. Data as of 10/18/2007 and 10/18/2017. 
Percentages may total more than 100%  
due to rounding.

Slipping grades
In October 2017, only 50.6% of the 
corporate bonds in the Bloomberg 
Barclays U.S. Aggregate Bond Index 
were rated A or better—down from 
63.9% a decade earlier.

2007 2017

AAA
4.6%

AA  
22.3%

AA 
9.5%

A
39.0%

BBB
49.5%

AAA
2.1%

A
37.0%

BBB
36.1%

Treasuries take over
In 2007, U.S. Treasuries represented less than one-quarter of the Bloomberg Barclays U.S. 
Aggregate Bond Index; by 2017, their share had jumped to more than one-third.

Corporates

26%

Government-
related

7%

Securitized

30%
U.S. 
Treasuries

37%

Government-
related

13%
Corporates

20%

U.S. 
Treasuries

22%

Securitized

45%
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NEXT 
STEPS

Research investment opportunities 
by sector at schwab.com/sectors.

Brad Sorensen, CFA®, 
is managing director 
of market and sector 
analysis at the Schwab 
Center for Financial 
Research.

illennials are changing what it 
means to be a consumer. They’re 

more likely to share a car than to own 
one, rent a home than to buy one and 
to invest in experiences over material 
goods.

It’s no wonder millennials avoid such 
big-ticket commitments: They came 
of age during the Great Recession and 
many saw family homes subjected to 
foreclosure and their parents struggling 
to make ends meet. Those with a 
bachelor’s degree are also saddled with 
an average of $30,000 in student debt.1

But here’s the thing about younger 
generations: They get older. As 
millennials mature, their spending 
habits will mature with them—and 
four areas of the market stand to benefit.

1  Homes

In 2016, millennials were the largest 
group of U.S. homebuyers for the 
fourth consecutive year,2 suggest-
ing the tide of homeownership is 
starting to turn. And with fewer 
affordable houses available—
inventories have been falling for 
more than two years3—builders 
targeting first-time buyers are well  
positioned to capitalize on the trend.

2  Household durable goods

A 2017 study found that more than 
three in four millennials would rather 
spend their money on an experience 
than a material good.4 Be that as it 
may, if the homebuying trend among 
millennials continues, we’re likely to 
see a commensurate rise in spending 

Prime Time
 
As millennials mature, four areas of the market stand to benefit. 
By Brad Sorensen

on appliances, furnishings and other 
home goods.

3  Retail

It may come as a shock, but less than 
10% of U.S. retail sales are made 
online.5 Millennials are sure to push 
that number higher, however, and the 
companies most likely to succeed are 
those with a foot in both the physical 
and virtual worlds—a transformation 
that’s already begun. Even as Walmart 
redoubles its online efforts with the 
purchase of Jet.com, for example, 
Amazon is opening brick-and-mortar 
outposts—to say nothing of its acquisi-
tion of nearly 400 Whole Foods stores.

4  Automobiles

Today’s young adults rely on ride- 
sharing services more than any other 
age group.6 As families expand, how-
ever, cars become more of a necessity 
than a convenience, and carmakers 
that align with the generation’s com-
mitment to energy efficiency are likely 
to benefit—as may driverless vehicles, 
which millennials are more likely than 
older generations to trust.7

The new normal
In short, despite their penchant for the 
experience economy, millennials are 
positioned to start buying and owning 
more as they move into the next stage 
of life. That said, we believe their 
influence on business and technology 
models will continue to help drive 
a revolution in consumer-spending  
habits—and the investment opportu-
nities that come with them. n

M

See page 42 for important information. (0218-7ENH) 

1Ben Miller, The Student Debt Review, New America, 02/18/2014. | 2Home Buyer and Seller Generational 
Trends Report 2017, National Association of Realtors®, 03/07/2017. | 3Jon Whitely, “Redfin Housing Demand 
Index Dipped in July as Inventory Shortage Deepened,” Redfin, 09/01/2017. | 4The Experience Movement: 
How Millennials Are Bridging Cultural and Political Divides Offline, Eventbrite, 2017.| 5 “Quarterly Retail 
E-Commerce Sales, 2nd Quarter 2017,” U.S. Census Bureau News, 08/17/2017. | 6Aaron Smith, Shared, 
Collaborative and On Demand: The New Digital Economy, Pew Research Center, 05/19/2016. | 7Marie Fazio, 
“Survey: Millennials More Likely to Trust Autonomous Cars,” The Florida Times-Union, 07/14/2017.
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When it comes to funding your 
retirement, you might not know  
what choices are right for you. 
Schwab can help you develop an 
income-generating portfolio that 
makes sense for your current and 
future goals.

We can offer:

• Access to a Financial Consultant who can 
partner with you to create a tailor-made 
retirement plan 

• Guidance from specialists at Schwab who have 
deep knowledge of specific investment areas

• A broad range of income products from asset 
managers across the industry

• A commitment to straightforward, low pricing 
so you can keep more of your money invested

We’re ready to answer your questions.

Visit schwab.com/income  
or call 1-800-305-1455.

Retirement 
income.
Get smart solutions 
and guidance from 
Schwab.
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ILLUSTRATIONS BY GREG CL ARKE

Do you (or your 
spouse) have 

earned income?

Are you 
younger  

than 70½?
Yes Yes

No No

START  
HERE

Which IRA Is Right for You?
 

Follow our decision tree to find out whether a Roth Individual 
Retirement Account (IRA), a Traditional IRA or a combination of 

the two is the best fit for your circumstances.

Does your (or your 
spouse’s) employer 
offer a workplace 
retirement plan?

Yes

No

1MAGI is your adjusted gross income (AGI) plus deductions. 
To calculate yours, take your AGI (which can be found on 
line 37 of your Form 1040, line 21 of your Form 1040A or 
line 36 of your Form 1040NR) and add back allowable 
deductions, such as college tuition, mortgage payments and 
Traditional IRA contributions. Income limits are for the 
2018 tax year. | 2Withdrawals may be subject to penalties or 
taxes. | 3Withdrawals are not taxed so long as you are 59½ 
or older and have held the account for at least five years. | 
4Workers who earn less than $63,000 annually ($101,000 if 
married filing jointly) can deduct 100% of their contributions 
to a Traditional IRA. | 5Earned income must be greater 
than or equal to annual contribution amount. Maximum 
contribution for 2018 across all IRA accounts is $5,500, or 
$6,500 for those ages 50 and older. | 6Contribution phaseouts 
exist and, depending on your MAGI, you may not be eligible 
to contribute the maximum amount to a Roth IRA. Partial 
contributions are allowed for certain MAGI ranges.  
A combination of the two IRAs may be worth considering.

See page 42 for important information. (0218-7249)

No

A Roth IRA  
might be right for you

Yes

Is your modified 
adjusted gross 

income1 less than:

$135,000

Single

$199,000

Married filing jointly

Workers who expect to be in a 
higher tax bracket in retirement, 
or who are unable to deduct 
contributions to a Traditional IRA 
because of income limits and/
or availability of a workplace 
retirement plan, may want to 
make after-tax contributions to 
a Roth IRA, provided they earn 
less than $135,000 annually 
($199,000 if married filing jointly). 
Such contributions grow tax-free 
and withdrawals in retirement 
are neither taxed3 nor subject to 
required minimum distributions.5, 6

You are ineligible for one of 
the following reasons: 
 

   You or your spouse don’t 
have earned income to 
contribute to an IRA.

  You must be younger than 
age 70½ to contribute to a 
Traditional IRA.

  You must earn less 
than $135,000 annually 
($199,000 if married filing 
jointly) to contribute to a 
Roth IRA.

You are  
not eligible  

to contribute 
to an IRA
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What’s your modified adjusted gross 
income (MAGI)?1

No

Which scenario  
do you prefer?

Deduct 
part of your 
contribution 

today but 
pay taxes on 

withdrawals in 
retirement2

Make 
after-tax 

contributions 
today but 

take tax-free 
withdrawals 

in retirement2

Do you expect to be  
in a higher tax bracket 

in retirement?

Yes

More than $73,000 
but less than $135,000

Single

More than $121,000 
but less than $199,000

Married filing jointly

More than $63,000 
but less than $73,000

Single

More than $101,000 
but less than $121,000

Married filing jointly

More than $135,000

Single

More than $199,000

Married filing jointly

$63,000 or less

Single

$101,000 or less

Married filing jointly

You are  
not eligible to 

contribute 
 to a Roth  

IRA

Both  
A and B2

A B

LEARN 
MORE

Compare Schwab’s  
IRA options and  
open an account at  
schwab.com/IRA.

A Traditional IRA 
might be right for you

Workers younger than age 70½ 
are eligible to contribute to a 
Traditional IRA, and some workers’ 
contributions may be partially or 
fully tax-deductible,4 depending 
on income limits and/or availability 
of a workplace retirement plan. 
Those who cannot deduct their 
contributions can still benefit from a 
Traditional IRA’s tax-deferred growth 
potential.5, 6
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Access more than 200 $0 commission 
ETFs you can trade online.1

Low cost.
More value.
More choice.

• Broad selection.
Over 200 commission-free ETFs from 16 leading providers.

• New ETFs.
More low-cost choices than ever. 

• Comprehensive coverage.
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Make It Happen
Price swings are traders’  

bread and butter. Here’s how  
you can profit during periods  

of unusually smooth sailing.
By Randy Frederick
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TRADING

See page 42 for important information. 
◆ Investing involves risk, including loss of 
principal. (0218-7BGZ)

arket volatility is the wind 
beneath most traders’ wings. 

Without it, stocks tend to move within 
a relatively narrow range, limiting 
one’s profit potential. Yet many traders 
find themselves operating in just such 
conditions today.

The Cboe Volatility Index®—the 
most widely cited measure of market 
instability—has for the past five years 
been reading well below its 27-year 
average, and in November 2017 closed 
at its lowest level ever (see “Lying low,” 
right).

Among the myriad reasons for 
the market’s muted volatility are 
historically low interest rates, steady 
economic growth and the rise of 
exchange-traded funds, which are 
generally less erratic than individual 
equities and represent a much larger 
portion of investor assets than they did 
just a decade ago.

So what’s a trader to do? Here are 
four tactics tailored to today’s low- 
volatility environment.

1   Take smaller wins
It can take longer than usual to reach 
your price target during periods of low 
volatility—which can be a bitter pill 
to swallow for those of us who like to 
trade very actively. One potential solu-
tion is to sell your winning positions 
in bits and pieces. If a trade moves 
against you, you’ll have already real-
ized some profit, whereas if it keeps 
moving in your favor, you’ll still have 
some skin in the game. Remember: 
Smaller wins are still wins.

2   Try new tools
Trading success often comes down 
to the prices at which you set your 
bracket orders—that is, your upper-
most and lowermost price limits for 
each trade. When prices are swinging 
dramatically, you need to set wider 
guardrails in order to avoid being 
closed out of your position prema-
turely. But when volatility is low, 

those guardrails may be set too wide 
to realize smaller wins.

To rightsize your trading band for 
current conditions, consider basing 
your brackets on the average true range 
(ATR), or the average daily difference 
between a stock’s high and low prices 
over a select period of time. Should a 
stock’s ATR become too narrow to make 
even a minor profit, consider screening 
it out and redeploying your trading 
capital elsewhere.

3   Follow the familiar
Even if volatility on the whole is low, 
some areas of the market may still expe-
rience big price movements. However, 
dabbling in unfamiliar territory can 
make it harder to discern whether a 
stock’s erratic behavior is the result of 

natural, cyclical price movements or a 
sign of broader trouble.

Instead, stick with what you know. 
Most of us are familiar enough with at 
least a handful of stocks to understand 
what influences their prices, and profit 
opportunities may still exist even if the 
stocks don’t move like they used to. 
Plus, when volatility does return, you 
won’t have thrown away your capital 
on a few risky trades.

4   Reset your expectations
Satisfaction in trading is largely tied to 
how well you manage expectations. 
If you’re constantly judging your 
performance against past successes, 
you’re likely to be disappointed. That’s 
why it’s so important to adjust your 
outlook in a climate of low instability. 
Rather than dwelling on what might 
have been, focus instead on setting 
realistic goals and taking profits—
however small—as they come. n

LET’S 
TALK

Need help with your trade plan?  
Call 877-807-9240 to speak with a Schwab 
trading specialist.

Randy Frederick  
(@randyafrederick) 
is vice president of 
trading and derivatives 
at the Schwab Center for 
Financial Research.

It can take longer than 
usual to reach your price 
target during periods  
of low volatility—which 
can be a bitter pill to 
swallow for those who 
like to trade actively.

M Lying low
In November 2017, the Cboe Volatility Index® hit an all-time low. 

Source: Federal Reserve Bank of St. Louis. Data from 01/02/1990 through 12/12/2017.
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MASTERING MULTIPLE GOALS

we’re too often tempted to pull back 
on our long-term savings goals in 
order to satisfy more pressing financial 
matters—be it a surprise repair bill, an 
emergency medical procedure or some 
other unexpected expense.

Beyond immediate needs is the 
challenge of prioritizing competing 
medium- and long-term goals, like 
eliminating credit card debt versus 
the desire for a new car, or capturing 
the company match on a 401(k) versus 
adequately funding a 529 college sav-
ings plan.

“There’s no doubt about it: Our 
brains often focus on what’s right in 
front of us,” says Rob Williams, manag-
ing director of financial planning at the 
Schwab Center for Financial Research. 
“So sometimes we need to remind 
ourselves to focus on the short and 
long terms.”

The good news, Rob says, is that 
investors needn’t starve one invest-
ment objective in order to fully fund 
another. Here are his top tips for head-
ing down several savings paths at once.

1 Prioritize your goals: Start 
by not only articulating your 
goals but also listing them in 

order of importance. That said, every-
one should make retirement of para-
mount concern. “You can borrow for or 
do without a lot of things,” Rob says, 
“but retirement isn’t one of them.”

Here’s what a sound hierarchy of 
some of the most common financial 
goals might look like:

i Capture 401(k) match: If 
your employer offers a 401(k) 

plan with a matching contribution, 
this should probably be your No. 1 
priority. “Failing to contribute enough 
to capture your company’s maximum 
match means leaving free funds on the 
table,” Rob says.

• Goals for the next two years: Given 
the tight time horizon, these objectives 
would benefit from relatively liquid 
cash investments, such as certificates 
of deposit, money market funds or 
short-term Treasury bills.

• Goals for the next three to 10 years: 
With an investment horizon that is 
neither short nor long, these objectives 
would benefit from assets that focus on 
not just growth but also capital preser-
vation, such as a relatively conservative 
mix of bonds and stocks.

• Goals more than 10 years out: With 
enough time to ride out the inevitable 

Despite our 
best intentions,

ii Create a rainy-day fund: 
Having cash on hand in case 

of an emergency can help you avoid 
having to borrow at unattractive 
rates—or, worse, dip into long-term 
investments. Aim to save enough to 
cover three to six months’ worth of 
essential expenses.

iii Sock away even more for 
retirement: In 2018, you can 

contribute up to $18,500 ($24,500 if 
you’re 50 or older) to a 401(k) plan 
and up to $5,500 ($6,500 if you’re 50 
or older) to an Individual Retirement 
Account. “Even if you can’t afford to 
max out one or both accounts, every 
little bit helps,” Rob says.

iv Save for a down payment: Rob 
says that, depending on your 

situation, most people should plan to 
pony up at least 20% of the purchase 
price—and possibly more if the home 
will be a rental or vacation property. 
Even if the lender will accept a smaller 
down payment, saving more can help 
reduce private mortgage insurance 
premiums.

v Contribute to college  
savings:  Given the ever- 

escalating cost of higher education, the 
sooner you start saving, the better. This 
is the one priority for which there’s an 
established loan program, though, so 
don’t let it trump your other to-dos.

Other goals, such as saving for a big trip, 
a new car or a wedding, might need 
to take a back seat to more pressing 
objectives—which is where a financial 
planner fits in. “Defining and prioritiz-
ing your goals can be the toughest part 
of the financial-planning process,” Rob 
says, “and the right advisor can help 
you make smart choices within the 
realm of what’s possible.”

2 Invest by time frame: Once 
you’ve made a list, it’s time 
to sort your goals by time 

horizon and then invest the funds 
accordingly:
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NEXT 
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See page 42 for important information. u Schwab Intelligent 
Advisory is made available through Charles Schwab & Co., 
Inc., a dually registered investment advisor and broker-
dealer. u Investing involves risk, including loss of principal. 
u Diversification strategies do not ensure a profit and do not 
protect against losses in declining markets. (0218-76WP)

market fluctuations, these objectives 
can benefit from a more aggressive 
allocation to stocks, which can rise 
and fall more dramatically in value in 
any single year but offer the greatest 
potential return over the long haul.

3 Consider the type of account 
required for each goal: For 
example, you could put your 

emergency funds in a standard savings 
account, your college savings in a 529 
plan, and your nest egg in a 401(k) or 
other qualified retirement account. 
This approach can also reduce the 
temptation to use money earmarked 

for one goal to satisfy another—par-
ticularly because tapping a 529 plan 
for noneducational expenses or taking 
premature withdrawals from a retire-
ment account can result in stiff 
penalties.

4 Put savings first: If you 
tend to save only what’s left 
over after paying your 

monthly expenses—rather than 
committing a specific amount or 
percentage to each objective in 
advance—your long-term goals are 
likely to suffer. Instead, pay yourself 
first (that is, put yourself ahead of 

other creditors) whenever possible, 
Rob says.

If you don’t already know how much 
you’ll need to set aside each month to 
reach your investment objectives, a sav-
ings calculator like the one at schwab.
com/savingscalculator can help. Here, 
too, a financial planner will weigh your 
ongoing costs against your investment 
objectives. “It’s all a balancing act,” Rob 
says. “You want to find a solution that 
allows you to live comfortably today 
while making meaningful progress 
toward tomorrow.”

5 Stay on track: Finally, con-
sider automatic deductions 
from your checking account 

or paycheck to ensure you’re consis-
tently saving toward each of your 
established goals. These deductions 
can take the form of either a lump 
sum or, better yet, a percentage of pay 
that increases as your income does.

And be sure to track how your 
investments are performing relative 
to your goals—though not so often 
that you’re responding in real time 
to normal market fluctuations.

Rob also suggests periodic check-
ins with a financial planner, particu-
larly if you’re tempted to make any 
sudden moves that could upend your 
long-term plans. “Their role isn’t just 
to put you on a path toward your 
financial future,” he says, “it’s also 
to help you stay on that path—every 
step of the way.” n
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WHAT LIES BENEATH

The Europe of France, Germany, the 
U.K. and a dozen other industrialized 
nations that together constitute 
one-fifth of the world economy? The 
Europe of emerging markets such as 
Czechia and Hungary? Or the Europe 
of former Eastern bloc countries such 
as Estonia and Romania, now dubbed 
frontier markets because of their 
heightened risk to investors? (See “A 
tale of three Europes,” right.)

“The region can definitely diversify 
your portfolio,” says Jeff Kleintop, 
Schwab’s chief global investment 
strategist, “but in ways you might not 
expect.”

Surprising 
diversification
Rather than looking at Europe as a col-
lection of macro economies, consider 
the continent’s countries through the 
lens of sector diversification. 

“Germany, for example, has an 
export-oriented economy driven 
by the auto industry—so much 
so that the country’s main stock 
index, the DAX, tracks the MSCI 
World Automobiles Index almost  
perfectly,” Jeff says. And what’s true of 
Europe proves to be true of the U.S. as 
well—which is one reason interna-
tional diversification by sector is so 
compatible with a broad portfolio of 
U.S. stocks. “Although we have a lot of 
sectors in the U.S., the S&P 500® Index 
moves pretty much in lockstep with 
the technology sector,” Jeff explains. 
“That’s worked out well in recent years 
but nevertheless needs offsetting. In 
the aftermath of 2000’s dot-com crash, 

for example, outperforming European 
stocks helped counter the domestic 
contagion of the tech sector.”

By the same token, investors should 
resist second-guessing a specific stock 
based on the outlook for the country’s 
overall economy. “Individual economies 
don’t matter nearly as much as the sec-
tors that drive their markets,” Jeff says.

How to invest
 
Investing in Europe gets you more 
diversification today than at any time 
in the past 20 years. Indeed, Jeff’s most 
recent analysis reveals that the degree 
to which the world’s biggest stock 
markets are moving in sync has fallen 

Source: MSCI Inc.

   Developed    Emerging    Frontier

European equities are 
often essential to a 
diversified portfolio—
but which Europe are 
we talking about? 

A tale of three Europes
Far from monolithic, Europe is made up of developed, emerging and frontier 
markets.
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Need help with your international investments? 
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to its lowest levels since 1997 (see “Less 
in lockstep,” above).

For investors with a long-term focus, 
Jeff suggests starting with a broad-based, 
European developed-markets index 
fund—with one important caveat: “Not 
all funds are created equal, so make sure 
you know what you’re getting,” he says.

Specifically, some European  
developed-market indexes, such as 
the MSCI Europe Index, include U.K. 
stocks, while others, such as the MSCI 
EMU Index, do not. The distinction 
matters because of Britain’s vote to 
exit the European Union (EU). Will 
distributors and manufacturers con-
tinue to enjoy unfettered access to 
approximately half a billion consum-
ers on the continent? Will Brexit affect 
investment flows, the labor supply and 
perhaps even property values?

Although U.K. stocks have suffered 
little thus far, there are signs that 
business spending is softening, Jeff 
says. And as the government races to 
finalize the details of its EU divorce by 
March 2019, the path ahead remains 
uncertain.

While broad exposure to European 
markets can be achieved without U.K. 

stocks, Jeff believes it’s too early to 
count out Britain just yet. “The key isn’t 
to abandon the country altogether,” he 
counsels, “but to adjust your allocation 
as the impact of Brexit gradually comes 
into focus.”

If you’re interested in European 
emerging markets, on the other 
hand, Jeff says it’s probably better 
to avoid Europe-only funds and 
instead consider a global emerging-
markets index fund. Such funds are 
often geared toward Asia but usually 

contain some Czech, Polish and Hungarian 
equities as well. “This exposure to Asian  
companies can help balance out the more 
limited diversification provided by Europe’s  
emerging-market stocks,” he says.

Meanwhile, frontier markets are best left 
to institutional investors. “Because their 
exchanges are so miniscule, frontier markets 
often become the functional equivalent of 
investing in just one or two stocks,” Jeff says. 
“You end up with less diversification, which 
defeats your reason for turning to Europe in 
the first place.” n

See page 42 for important information. u Diversification 
strategies do not ensure a profit and do not protect against 
losses in declining markets. u Investing involves risk, 
including loss of principal. u 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. (0218-7GZ3)

*Daily one-year rolling 
correlation of one-month 
percent change in MSCI 
indexes for G20 and Spain.
Source: Charles Schwab, 
with data from FactSet as of 
07/11/2017.
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“In the aftermath 
of 2000’s dot-

com crash, 
outperforming 

European stocks 
helped counter 

the domestic 
contagion of the 

tech sector.”

Less in 
lockstep
The so-called G20 
nations—which along 
with Spain make up 
80% of the world’s 
gross domestic 
product—have seen 
their stock-market 
correlations fall 
precipitously since 
peaking in 2009.

●  Average correlation* across G20 nations + Spain  Trend
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Actively managed 
funds can still add 
value—if you know 
where to look.
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WHO NEEDS ACTIVE MANAGEMENT?

During the
past decade, investors in U.S. equities 
piled $1.4 trillion into index mutual 
funds and exchange-traded funds 
(ETFs)—while pulling $1.1 trillion 
out of their actively managed coun-
terparts.1 To conclude from those 
numbers that actively managed funds 
may soon go the way of the dinosaur, 
however, would be a mistake, says Jim 
Peterson, chief investment officer of 
Charles Schwab Investment Advisory.

Although index funds represent 
almost a third of the U.S. equities mar-
ket, up from a fifth just a decade ago,2 
Jim believes that active management 
still has an important role to play—in 
three key areas.

1. Downside risk
Aiming to protect your downside is 
perhaps the single biggest reason to 
invest at least a portion of your portfo-
lio in an actively managed fund. “Many 
active managers select stocks based 
on fundamentals—such as earnings 
per share—that at least theoretically 
reflect a company’s intrinsic value, 
whatever the market may be doing,” 
Jim says. Most index funds, on the 
other hand, are designed to mimic 
the performance of market-capital-
ization-weighted indexes like the 
S&P 500®, whose momentum is often 
dictated by just a few big stocks (see 
“Out of Sync,” page 9).

This focus on fundamentals can hurt 
active managers in a bull market, when 
rapidly appreciating stocks rack up 
exponentially greater gains. However, 
it can help when the tide turns and 
stocks that once lifted the market now 
drag it down. Indeed, a majority of 
actively managed U.S. large-cap mutual 
funds outperformed the S&P 500 in 
2007, when the stock market began to 
slide amid the first signs of the financial 
crisis, and again in 2009, in the midst 
of the Great Recession (see “When the 
going gets tough …” top right).

Aiming to protect 
your downside is 
perhaps the single 
biggest reason 
to invest at least 
a portion of your 
portfolio in an 
actively managed 
fund.
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NEXT 
STEPS

2. Bonds
Perhaps the strongest statistical 
case for active management comes 
from the world of fixed income, 
where a majority of actively man-
aged short- and intermediate-term  
investment-grade bond funds and 
global-income funds have beaten their 
indexes over the past five years.3 The 
reason for this outperformance lies in 
active managers’ ability to maneuver 
in an environment of rising rates.

Index funds must mirror their 
benchmarks’ holdings, regardless of 
what interest rates are doing. Funds 
that track the Bloomberg Barclays U.S. 
Aggregate Bond Index, for instance, 
have roughly 60% of their holdings 
in bonds with maturities of five years 
or longer4—a recipe for underperfor-
mance should interest rates continue to 
rise (see “Where’s the Beef?” page 16). 
Active managers, on the other hand, 

“can swap out longer-duration bonds 
for shorter-duration ones in order to 
take advantage of higher rates sooner,” 
Jim says.

3. International
Nowadays, there’s almost no corner of 
the globe that international investors 
can’t access; however, knowing which 
corners hold the most promise and 
which the most peril is not for the 
uninitiated.

“Assessing potential investments 
across the planet is a lot to ask of an 
individual investor,” Jim says. What’s 
more, when it comes to investing over-
seas, complicating factors like currency 
fluctuations can test the limits of even 
the most talented individual.

In other words, there are more 
areas in which the average investor 
might want a professional’s opinion. 
And that’s precisely what active  
management has to offer. n

1Investment Company Institute. Data from 01/2007 through 12/2016. | 2Morningstar, as of 01/31/2017. | 

3S&P Global. Data from 01/01/2012 through 12/31/2016. | 4Bloomberg L.P., as of 12/20/2017.

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. You can request a prospectus by calling 800-435-4000. 
Please read the prospectus carefully before investing. u Past performance is no guarantee of 
future results. u Investing involves risks, including loss of principal. (0218-7M5J)

How to pick a 
stock picker
Past performance alone won’t 
help you identify the right fund 
manager.

Active management is only as good as 
its managers. So how do you separate 
the winners from the also-rans? “If 
you can identify managers who are 
likely to perform in the top quartile 
of their category, there’s a pretty 
good chance you’re going to beat the 
benchmark,” says Jim Peterson, chief 
investment officer of Charles Schwab 
Investment Advisory (CSIA).

Doing so is far easier said than done, 
however. While most investors rely on 
a fund manager’s recent track record, 
“the reality is more complex than just 
anchoring your expectations to past 
performance,” Jim says.

Rather, in screening funds for its 
Schwab Mutual Fund OneSource 
Select List®, for example, CSIA 
tries to weed out active managers 
unwilling to meaningfully deviate 
from their benchmark indexes.  
These “closet indexers” have little to 
offer over actual index funds, Jim 
says.

What’s more, CSIA also keeps a 
careful eye on modestly sized funds 
experiencing significant inflows, 
even if they’re tied to recent gains. 
“In our experience,” Jim says, “the 
managers of such funds can find it 
difficult to replicate their success on 
a substantially larger scale.”

Source: SPIVA® U.S. Scorecard, S&P Dow Jones Indices. Data from 2007 through 2016.  
Past performance is no guarantee of future results.

When the going gets tough …
… active managers may shine. In the beginning and ending years of 
the Great Recession, for example, a majority of actively managed U.S. 
large-cap mutual funds outperformed the S&P 500. 

Find the Schwab Mutual Fund 
OneSource Select List at  
schwab.com/selectlist.
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SPOTLIGHT 
SERVICES

It’s important to have a holistic 
plan to help you stay on track. 
That’s why Schwab offers robust 
financial-planning and asset-
management services to help 
manage your wealth. Here are two 
services your Schwab consultant 
may discuss with you.

WE CAN HELP  
MANAGE  
YOUR WEALTH.

Investment Advice at Schwab

See page 42 for important information. u Please read the Schwab Intelligent Advisory disclosure brochures for important information about this program. 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. Schwab and CSIA are affiliates of the Charles 
Schwab Corporation u Schwab Intelligent Advisory charges no commissions or account-service fees. Schwab affiliates do earn revenue from the underlying assets in Schwab 
Intelligent Portfolios accounts. This revenue comes from managing Schwab ETFs™, providing services relating to certain third-party ETFs available through Schwab Intelligent 
Advisory and from the cash feature on the accounts. Revenue may also be received from the market centers where ETF trade orders are routed for execution. u Please read 
the Schwab Private Client and the Schwab Private Client Investment Advisory, Inc., disclosure brochures for important information and disclosures about this service. Portfolio 
management is provided by Schwab Private Client Investment Advisory, Inc., a registered investment advisor and an affiliate of Charles Schwab & Co., Inc. u The portfolio 
consultant, associate portfolio consultant and other representatives making investment recommendations in your Schwab Private Client accounts are employees of Schwab 
Private Client Investment Advisory, Inc. (0218-7ZGK)

Looking for financial planning and  
automated investing

Schwab Intelligent Advisory™ 
Talk with a Certified Financial Planner™ (CFP®)
professional by phone or videoconference and 
get a no-obligation consultation. Your CFP 
professional will explore many aspects of your 
financial picture and come up with a road map 
to help you reach your goals. Our technology 
will create and manage a portfolio of low-cost 
exchange-traded funds based on your needs. 

Investment minimum: $25,000

Annual fee: 0.28% of account assets,  
excluding cash. Capped at $900 per quarter.

Learn more at schwab.com/intelligentadvisory.

Looking for a dedicated  
wealth-management team

Schwab Private Client™
Work with a financial consultant, portfolio 
consultant, associate portfolio consultant,  
and a variety of specialists in areas such as 
charitable giving and estate planning. Your 
team will collaborate with you to create a 
customized plan and portfolio-management 
strategy based on your unique wealth-
management needs.

Investment minimum: $500,000

Annual fee: Starts at 0.90% for equities and 
0.70% for fixed income.1

Learn more at schwab.com/privateclient.

IF YOU’RE:

CONSIDER:

1Your account may be subject to  
a lower fee schedule than described 
if you or someone in your household 
(generally a person with the same 
last name living at the same  
address) has continuously 
maintained a Schwab Private Client 
account opened before 01/01/2014.

LEARN  MORE
Explore our full range 
of advice options at 
schwab.com/advice, 
and call us at 
800-435-4000 to 
discuss which advisory 
services might be  
right for you.
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SPOTLIGHT 
TOOLS

See page 42 for important 
information. (1117-7DNC)

Your Enhanced  
schwab.com Summary

The new 
Summary page 
on schwab.com  
gives you 
a powerful 
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 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 conduct 
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 try the new Summary, log in 
to schwab.com today.
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SPOTLIGHT 
TOOLS

New Personalized Portfolio 
Builder on schwab.com

With thousands of fund 
choices available, building 
a diversified portfolio can 
be challenging. Schwab’s 
new Personalized 
Portfolio Builder 
simplifies the selection 
process by helping you 
find the mutual funds or 
ETFs that meet your 
needs.

How does it work?

The tool helps you create a 
portfolio of funds using 
Schwab’s asset-allocation 
models. These models help 
you determine an appropriate 
allocation across various 
asset classes, based on your 
financial goals, risk tolerance 
and time horizon.

How do I get started?
Log in to schwab.com/ 
portfoliobuilder to build a  
portfolio in five easy steps:

Select your fund preference. 
You can build an all-mutual- 
fund portfolio—and choose 
taxable-bond funds or 
municipal-bond funds—or 
an all-ETF portfolio.

Choose from a selection of 
funds within each asset 
class and click “Trade” to 
complete your portfolio.

Choose the account in 
which you want to build 
your portfolio.

Specify your initial 
investment. There is no 
minimum, but we suggest 
at least $5,000 to ensure 
proper diversification.

Select your risk tolerance, 
ranging from conservative 
to aggressive.

1
Step

2
Step

3
Step

4
Step

5
Step
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Create a customized portfolio of mutual funds or exchange-traded funds (ETFs) 

in just a few clicks.

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. You can 
request a prospectus 
by calling Schwab at 
800-435-4000. Please 
read the prospectus 
carefully before 
investing. u When 
using the Personalized 
Portfolio Builder, be 
aware that Schwab 
is not analyzing your 
investment portfolio; 
your individual 
circumstances;
or considering or 
recommending what 
you should buy, hold 
or sell in your account. 
u This is an example 
of a screen you might 
see when using the 
Personalized Portfolio 
Builder tool. This is for 
illustrative purposes 
only and does not 
depict actual funds or 
results. (1117-761M)

How do I get started?
Log in to schwab.com/ 
portfoliobuilder to build a  
portfolio in five easy steps:

GET STARTED NOW
at schwab.com/portfoliobuilder.

QUESTIONS?
Call us at 888-484-5340.



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 and reliability cannot be guaranteed. 

Pg. 7, 20–21: 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 
that you consult with a qualified tax advisor, CPA, 
financial planner or investment manager. 

Pg. 8: Diversification strategies do not ensure a 
profit and do not protect against losses in declining 
markets. 

Pg. 8, 13–15, 16–17, 18, 23–24, 26–29: The 
Schwab Center for Financial Research is a division 
of Charles Schwab & Co., Inc. 
 
Pg. 16–17: Examples provided are for illustrative 
purposes only and not intended to be reflective of 
results you can expect to achieve. 

Pg. 20–21: Investing involves risk, including loss of 
principal. 

Pg. 26–29, 34–37: 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. Lower-
rated securities are subject to greater credit risk, 
default risk and liquidity risk.

Pg. 34–37: Charles Schwab Investment Advisory, 
Inc., is a registered investment advisor and 
an affiliate of Charles Schwab & Co., Inc. ◆ 
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. 

Index definitions
The Bloomberg Barclays U.S. Aggregate Bond 
Index is a broad-based flagship benchmark that 
measures the investment grade, U.S. dollar-
denominated, fixed-rate taxable bond market.  
◆ The Chicago Board Options Exchange Volatility 
Index (CBOE VIX) provides a general indication of 
the expected level of implied volatility in the U.S. 
market over the next 30 days. ◆ The Deutscher 
Aktienindex (DAX) Index consists of the 30 major 
German companies trading on the Frankfurt Stock 

Exchange. ◆ The MSCI Europe Index captures 
large- and mid-cap representation across 15 
developed-market countries in Europe. With 444 
constituents, the index covers approximately 85% 
of the free-float-adjusted market capitalization 
across the European developed-markets equity 
universe. ◆ The MSCI European Economic 
and Monetary Union (EMU) Index captures 
large- and mid-cap representation across the 10 
developed-market countries in the EMU. With 241 
constituents, the index covers approximately 85% 
of the free-float-adjusted market capitalization of 
the EMU. ◆ The MSCI World Automobiles Index 
is composed of large- and mid-cap stocks across 
23 developed-market countries. All securities 
in the index are classified in the Automobiles 
industry (within the Consumer Discretionary sector) 
according to the Global Industry Classification 
Standard (GICS®). ◆ The NYSE Composite Index 
measures the performance of all stocks listed on 
the New York Stock Exchange. ◆ 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.

Indexes are unmanaged, do not incur management 
fees, costs and expenses, and cannot be invested 
in directly.

©2018 Charles Schwab & Co., Inc. All rights 
reserved. Member SIPC. (0218-7K7X)

Put the real power of Asia 
in your portfolio.

Investors should consider the investment objectives, risks, charges and expense of the Matthews Asia Funds carefully before making
an investment decision. This and other information about the Funds is contained at www.schwab.com/mutualfunds. Read the prospectus 
carefully. Investing involves risk including the possible loss of principal. International and emerging markets may involve additional risks 
including higher volatility and market illiquidity. Foreside Funds Distributors LLC.

With Asia representing one-third of global GDP and more than 
half of the world’s annual growth, we believe that investors 
should consider making a dedicated allocation to the world’s 
fastest growing region.
 
For over 25 years, we have pursued an active, fundamental  
approach to investing in Asia, resulting in portfolios with an 
average active share of 85% and holdings that we believe
represent a better exposure to the future growth of the region.
 
Find out more about our experience, insight and passion  
for Asia–and the role Asia can play in your portfolio–at 
matthewsasia.com/missing or access the Schwab OneSource 
Select List to view the available Matthews Asia Funds.
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ith our busy lives, we’ve all occasionally settled 
for a subpar experience or product. When it 

comes to investment advice and planning, however, 
the repercussions of settling for second best can be 
profound.

That’s because your investing choices today 
can have real consequences for your quality of life 
tomorrow. Which is one reason it’s so important to 
get the most for your money—meaning not just low 
prices but also superior service.

And don’t always believe those who would tell 
you there’s an inevitable trade-off between the two.  

W

ON YOUR SIDE

Expect More
 

Don’t settle for the status quo when it comes to your financial future.

We’ve been delivering both since I founded the 
company more than 40 years ago. Indeed, that’s why 
we established the Schwab Satisfaction Guarantee: 
If you’re not completely satisfied, we’ll refund any 
eligible fee related to your concern and work with 
you to make things right.1

At Schwab, we believe investors deserve better than 
the status quo—and that affordable, high-quality 
service is a right, not a privilege. To learn more, call 
us at 888-484-5340 or stop by your local branch. 
We welcome the opportunity to answer any and all 
questions you may have.

Charles R. Schwab
Founder & Chairman

See page 42 for 
important information. 
(0218-7J1T)

1If you are not completely satisfied for any reason, at your request Charles Schwab & Co., Inc., or Charles Schwab Bank will refund any 
eligible fee related to your concern within the required time frames. Schwab reserves the right to change or terminate the guarantee at 
any time. Go to schwab.com/satisfaction to learn what’s included and how it works.
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Premium 
Service, 
Rewards, and 
Experiences.

The American Express Platinum Card® for Schwab

Earn 60,000 Membership Rewards® points 
after you spend $5,000 in your fi rst three 
months of Card Membership.1

Enjoy this welcome offer and exceptional benefi ts for an annual fee of $550.

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

The Platinum Card® from American Express Exclusively for Charles Schwab and the Charles Schwab Investor Card® from American Express under this program are issued by an 
American Express bank and not Charles Schwab & Co., Inc. (“Schwab”). Schwab is the broker dealer subsidiary of The Charles Schwab Corporation. Brokerage products, including 
the Schwab One® brokerage account, are offered by Schwab, Member SIPC.

*The Platinum Card® from American Express Exclusively for Charles Schwab and the Charles Schwab Investor Credit Card® from American Express are only available to you if you 
maintain an eligible account at Schwab (an “eligible account”). An eligible account means (1) a Schwab One® or Schwab General Brokerage Account held in your name or in the 
name of a revocable living trust where you are the grantor and trustee or (2) a Schwab Traditional, Roth or Rollover IRA that is not managed by an independent investment advisor 
pursuant to a direct contractual relationship between you and such independent advisor. Eligibility is subject to change. American Express may cancel your Card Account and 
participation in this program, if you do not maintain an eligible account.

1. Welcome bonus offer not available to applicants who have or have had this product.

To be eligible to earn the 60,000 Membership Rewards® points, you must be enrolled in the Membership Rewards® Program at the time of the eligible purchases. 60,000 
Membership Rewards® points will be credited to your account after you charge a total of $5,000 (the “Threshold Amount”) or more of purchases on your Platinum Card from 
American Express Exclusively for Charles Schwab within the fi rst 3 months of Platinum Card Membership starting from the date your account is approved. You can earn 60,000 
Membership Rewards points after you send $5,000 or more in qualifying purchases within your fi rst 3 months of Card Membership starting from the date your account is approved. 
In rare instances, your period to spend $5,000 may be shorter than 3 months if there is a delay in receiving your Card. Also, purchases may fall outside of the 3 month period in 
some cases, such as a delay in merchants submitting transactions to us or if the purchase date differs from the date you made the transaction. (For example, if you buy goods 
online, the purchase date may be the date the goods are shipped.) Eligible purchases can be made by the Basic Card Member and any Additional Card Members on a single Card 
account. The following charges do NOT count towards the Threshold Amount: fees or interest charges; purchases of travelers’ checks; purchases or reloading of prepaid cards; 
purchases of gift cards; person-to-person payments, or purchases of other cash equivalents. Points will be credited to your Membership Rewards® account within 8-12 weeks 
after eligible purchases appear on your monthly billing statement. If we in our sole discretion determine that you have engaged in abuse, misuse, or gaming in connection with the 
welcome bonus offer in any way or that you intend to do so (for example, if you applied for one or more cards to obtain a welcome bonus offer(s) that we did not intend for you; if 
you cancel or downgrade your account within 12 months after acquiring it; or if you cancel or return purchases you made to meet the Threshold Amount), we may not credit the 
Membership Rewards® points to your account. We may also cancel this Card account and other Card accounts you may have with us. If you have any questions regarding this offer, 
please call the number on the back of your Card. Your Card Account must not be canceled or past due to receive the advertised incentives. American Express reserves the right to 
modify or revoke offer at any time.

Terms and Conditions for the Membership Rewards® program apply. Visit membershiprewards.com/terms for more information. Participating partners and available rewards are 
subject to change without notice.

The value of Membership Rewards points varies according to how you choose to use them.  To learn more, go to www.membershiprewards.com/pointsinfo.
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This year’s 
resolution? 
Get a plan for 
your fi nancial 
future.

Start your 
no-obligation plan.
Use our online tool to 

plan for retirement, college, and 
more. Then link to your fi nancial 
accounts to fi nd out whether 
you’re on track with your goals.

Activate your plan 
and get ongoing 
advice.

Get invested and stay on track 
with an automated portfolio of 
ETFs and unlimited access to a 
Planning Consultant.

Meet with a CFP®

professional.
Schedule a 

complimentary consultation with 
a Planning Consultant to fi ne-
tune your plan and get portfolio 
recommendations.

Whatever you’re trying to achieve, we can help you get there.
With Schwab Intelligent Advisory™,  you get a fi nancial plan, an automated portfolio, and ongoing advice from a 
CERTIFIED FINANCIAL PLANNER™ professional. Start your plan online in as little as 15 minutes—with no obligation.

All for one of the lowest advisory fees around. 
Once you activate your plan, you’ll pay no commissions1

and an annual advisory fee of just 0.28% of your invested assets, 
excluding cash. It’s the perfect way to kick off the new year.

Give it a try today.
Visit schwab.com/intelligentadvisory

Call 1-800-548-5574

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

1 Schwab Intelligent Advisory charges no commissions or account service fees. Schwab affi liates do earn revenue from the underlying assets in Schwab Intelligent Portfolios®

accounts. This revenue comes from providing advisory and other services for Schwab ETFs™ and providing services relating to certain third-party ETFs that can be selected for the 
portfolio, and from the cash feature on the accounts. Revenue may also be received from the market centers where ETF trade orders are routed for execution.

Please read the Schwab Intelligent Advisory disclosure brochures for important information about this program at schwab.com/secure/fi le/SIA-disclosure-brochure.

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. Schwab and CSIA are affi liates and subsidiaries of The Charles Schwab Corporation.

Charles Schwab & Co., Inc., 211 Main Street, San Francisco, CA 94105

©2018 Charles Schwab & Co., Inc. All rights reserved. Member SIPC.
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