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These materials are intended for use as general information to understand investor behaviour and the
estimated incidence of investment fraud in Canada. They are not intended to provide specific investment,
tax, legal, or accounting advice and should not be relied on for that purpose.

The conclusions drawn and opinions stated are those of the authors. Research for this study was conducted
in May 2012.

All rights in these materials are reserved with the exception of non-profit organizations involved in fraud
awareness and investor education where the authors grant permission to reproduce, without modification,
excerpts for educational use and policy-making purposes in Canada.

This report has been prepared by Innovative Research Group Inc. for the Canadian Securities
Administrators, Investor Education Committee.



About the Canadian Securities Administrators

The Canadian Securities Administrators (CSA), the council of securities regulators of Canada’s provinces and territories,
coordinates and harmonizes regulation for the Canadian capital markets. The CSA protects Canadian investors from unfair,
improper, or fraudulent practices and fosters fair and efficient capital markets. Part of this protection is educating investors
about the risk, responsibilities and rewards of investing. Through its Investor Education Committee, the CSA works to
facilitate access to objective investment information and to help retail investors make informed investment decisions.

To learn more about the CSA, visit

Acv Canadian Securities Autorités canadiennes
Administrators en valeurs mobiliéres

About Innovative Research Group

Innovative Research Group, Inc. (INNOVATIVE) is a national public opinion research and strategy firm with offices in Toronto
and Vancouver. The firm provides critical information needed to assess and overcome public affairs and corporate
communications challenges, identify and evaluate potential solutions, and monitor outcomes.

To learn more about INNOVATIVE, visit
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About the 2012 CSA Investor Index

Background:

The 2012 CSA Investor Index is the third survey on investment knowledge, investor behaviour, and incidence of investment fraud among
Canadians conducted by the Canadian Securities Administrators (CSA). The previous two surveys were conducted in 2006 and 2009. The
information and analysis from these surveys are intended to help the CSA Investor Education Committee develop and deliver programs to
help investors make appropriate investment decisions, and recognize, avoid and report suspected fraudulent investments.

Research objectives:

The CSA commissioned Innovative Research Group (INNOVATIVE) to design and conduct the 2012 CSA Investor Index. Similar to the previous
surveys, the 2012 survey looked at investment knowledge, investor behaviour, the incidence of “self-reported” investor fraud and awareness
of securities regulators.

New areas of research in 2012:

The 2012 survey also includes new questions in the following areas:

* Investor knowledge: Three standardized investment knowledge questions used in similar international studies were added to allow the
CSA to gauge the financial literacy of Canadians.

* Market expectations: New questions were added to measure expectations about reasonable rates of return.

* Role of social media in investing: Several questions were added to understand the use of blogs and other social media tools as a source
of investment information and investors’ reliance on social media for investing.
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Methodology

The 2012 CSA Investor Index was conducted by Innovative Research Group Inc. (INNOVATIVE) using a mixed
methodology that combined a random digit dialing telephone survey with an in-depth online survey.

The online survey consisted of a representative sample of 6,911 Canadians, 18 years or older. This survey was used to develop an in-
depth profile of Canadians and their investment behaviour.

The online survey was conducted between May 17t and 315t 2012 in both French and English, using INNOVATIVE’s national research
panel, Canada 20/20™, as well as respondents drawn from nationally representative samples managed by SSI and uThink.

These online panels are recruited from a wide variety of sources to reflect the age, gender, region and language characteristics of the
country as a whole. The survey is administered to randomly selected samples from the panels and weighted to ensure that the overall
sample's composition reflects that of the actual target population according to Census data to provide results that are intended to
approximate a probability sample. INNOVATIVE provides each panellist with a unique URL via an email invitation so that only invited
panel members are able to complete the survey. Panel members can only complete a particular survey once.

The online sample has been weighted by age, gender and province using 2011 Statistics Canada Census data to reflect the actual
demographic composition of the population. To ensure a proportionate representation of Canadians, while not over-estimating the
reliability of the sample in any particular region of the country, the sample was weighted down to n=5,198.

A probability sample of this size would have an estimated margin of error of +/-1.4 percentage points, 19 times out of 20. The
estimated margin of error would be larger within each sub-grouping of the sample.

In addition to weights derived from Statistics Canada Census data, the online sample was also weighted by the results of a May 2012
national telephone survey of 2,006 Canadians, 18 years of age or older. The telephone survey was used to verify distributions from the
online survey on key weighting variables including incidence rates for particular investment behaviours and the number of Canadians
who believe they have been a victim of investment fraud.

Where possible, research findings were tracked from previous surveys including the 2006 and 2009 CSA Investor Index studies.

Note: Graphs and tables may not always total 100% due to rounding values rather than any error in data. Sums are added before rounding numbers.




Previous Studies

2009 CSA Investor Index

The 2009 CSA Investor Index was conducted online between July 20 and 27, 2009. Nationally, 6,319 Canadian adults completed the
survey, including a general population sample of 5,521 respondents and an oversample of 798 respondents who had identified
themselves as victims of fraud in an earlier survey. In the general population sample disproportionate sampling was used in order to
provide reliable provincial samples. Separately, telephone interviews were conducted among 1,004 Canadian adults between July 21 and
23, 2009 in order to verify distributions from the online survey on key weighting variables. The online sample was weighted by region,
age, gender and the incidence data on fraud victims from the telephone survey.

2006 CSA Investor Index

The 2006 CSA Investor Index was conducted online between August 10 and 31, 2006. Nationally, 5,568 Canadian adults completed the
survey, including an oversample in New Brunswick. Because of this disproportionate sampling, and in order to not overstate the reliability
of the sample in any given region, the total sampled was weighted down to 3,000. Separately a telephone study was conducted among
2,000 Canadian adults in order to verify distributions from the online survey on key weighting variables. The online sample was weighted
according to telephone data on Canadian investing behaviour and 2001 Census data on age, gender and region in order to accurately
reflect a representative cross-section of Canadians.
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Sample distribution

Province/Territory Actual Sample | Weighted Sample

Newfoundland and Labrador 251 82

Prince Edward Island 213 22 ‘ n ' °

Nova Scotia 276 147 elghtEd
New Brunswick 548 120 national
Quebec 1,796 1,247

Ontario 2,077 1,984 n—5, 198
Manitoba 218 +/- 1.4%*
Saskatchewan 212

Alberta 607
British Columbia 696
Territories: Yukon, NWT, Nunavut 17
National 6,911

This general population sample consists of 6,911
respondents, who were disproportionately
sampled by province in order to provide reliable
provincial samples.

Ml v,

&
Uiy
L] . ..
°® “.e0®
.o

INNOVATIVE

* Estimated margin of error for a probability sample of this size, 19 times out of 20. RESEARCH GROUP




10

Respondent Profile
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Saving and Investing Profile of Canadians

* More Canadians are saving, with 72% having money set aside for the future. This is up from 65% in 2009 and 70% in 2006.

* Slightly more than one-quarter (28%) of Canadians reported having no savings or investments set aside for the future. 17% have some
savings, but do not own securities outside a company-managed pension plan, RRSP or RRIF.

* 55% of Canadians own securities outside a company-managed pension plan, RRSP or RRIF. 34% are “passive investors” — adjusting their
investment portfolios once or twice a year — while 21% are “active investors” — reviewing their portfolios and making adjustments at
least once a quarter. Most investors (64%) describe their investment style as conservative or risk-averse.

* The top three most commonly held investment products are mutual funds (62% of those with savings or investments set aside), term
deposits or GICs (45%) and individually held stocks (33%).

* At the time the survey was conducted (May 2012), investors were more optimistic about achieving their investment targets in the next
5 years (52% optimistic) than in the next 12 months (39% optimistic). Just over half (51%) of investors believed they would be able to

maintain or increase their level of current income in the coming 12 months.

* Interms of general conditions in the economy over the next 12 months, investors were more optimistic about economic growth (36%
optimistic vs. 32% pessimistic). However, more investors were pessimistic than optimistic about the performance of the stock market,
unemployment rates and inflation in the next 12 months.

INNOVATIVE
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Demographics: Respondent profile

12

Gender Language of Survey

French

Female Male

English

Age | Household Income

22% |
> 20% | 17%  17%

7% 159 159 !
11% A) A) L 9% 13% 10% 29
; II II ° 4% 5%
J i H = =

T
18-24 25-34 35-44 45-54 55-64 < $20K S20K - $40K $60K $80K $100K- $125K- > $150K

S40K  S60K  S80K  S100K $125K  S150K

1
1 e, .

° . @
Note: ‘Prefer not to say’ (15%) not shown ot @
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Investor profile: More Canadians are saving, with 72% having money *
set aside for the future

Do you personally have any savings or investments set aside for the future? This could be either in or outside of
an RRSP (Registered Retirement Savings Plan), RRIF (Registered Retirement Income Fund) or TFSA (Tax-Free
Savings Account). Check all that apply.

[asked of all 5,198 respondents; multiple answer selections allowed]

59%

Savings or investments in an RRSP,  Savings or investments in a TFSA  Savings or investments outside an Currently do not have any savings or
RRIF or pension plan RRSP, RRIF, pension plan or TFSA investments set aside for the future

m 2012 m 2009
e @
oY ®

.
@ . [ ]
[ ] “.e0®
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Investor profile: Mutual funds continue to be the most common H

investment — and gaining in popularity

Which of the following savings or investment products do you own?

[asked only of those who indicated they currently have investments or savings set aside for the future; multiple selection allowed; n=3,749]

62%

Mutual funds Term deposits Individually Corporate or Income trusts Exchange Options Principle Hedge funds Other
or GICs held stocks government traded funds protected
bonds notes
m 2012 m 2009 JETI e
.O ..
[ J “ee0®
INNOVATIVE

Note: 2009 n=4,253 RESEARCH GROUP
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Investor profile: Frequency of investing

In general, how often do you — or your financial advisor on your behalf — buy or sell investments like
stocks, bonds, mutual funds or other investments in the financial markets?

[asked only of those who own at least one investment product other than term deposits or GICs; n=2,873]

26%

Weekly Monthly Quarterly (every  Once or twice a year Less than once a year Don't know
three months)
o
' o®
.. “.e0®
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Investor profile: Portfolio size

e How large would you say your investment portfolio is today?

[asked only of those who have investments; n=3,742]

17%

15%

16%
8%

12% 12%
10%
2%

Under $10k S10ktoless S$25ktoless S50k toless $100k to less $250k to less S500k to less S1M or more Don't know Prefer not to
than $25k than $50k  than $100k  than $250k  than $500k  than $1M say

[ ]
INNOVATIVE

RESEARCH GROUP



Investor segmentation
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72% of Canadians have savings set aside for the future.

No Savings

Savings, Non-Investor

Passive Investor

Active Investor

17%

21%

28%

34%

No Savings: those who currently do not have any
savings or investments set aside for the future.

Savings, Non-investor: those who have savings, but do
not own securities such as stocks, bonds, or mutual
funds outside a pension plan, RRSPs or RRIFs.

Passive Investors: those who own securities such as
stocks, bonds, and/or mutual funds, but adjust their
investment portfolio no more than once or twice a
year.

Active Investors: those who own securities and adjust
their investment portfolio at least once a quarter.

In this document, “respondents” and “Canadians” refers to the entire sample. “Investors” refers to the portion of the
sample that has money set aside for the future, either through RRSPs, RRIFs, TFSAs, pension funds or securities, such

as stocks, bonds and/or mutual funds.
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Investor segmentation within age groups

18

Non-savers are more prevalent among the 18-34 year-old age group. Passive investors
make up a larger proportion of the 35-54 and 55+ age groups. The size of the active
investor segment is similar across age groups.

No Savings

Savings, Non-Investor

Passive Investor

Active Investor

18-34 years

pA

35-54 years

=

15%

55+ years
17%

17%

.ot ..
° .
.. o ..
K
[ “.e0®

INNOVATIVE

RESEARCH GROUP



19

Investor risk orientation: Nearly two-thirds (64%) of investors
describe their investment style as conservative and risk-averse

Which of the following best describes your investment style?

[asked only of respondents with financial investments; n=3,749]

Aggressive Conservative
2012:31% 2012: 64%
2009: 31% 2009: 65%

\ \

47%

43%

27% 27%

| consider myself very | consider myself fairly | consider myself fairly | consider myself very
aggressive; | am willing to take aggressive; | am willing to take conservative; | will take only a conservative; | only purchase
a fair amount of risk to achieve some risk to achieve above- little bit of risk the least risky investments
above-average returns average returns

m 2012 = 2009

(]
il @
[ ] d )
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Note: 2009 n=3,518; ‘Don’t know’ not shown. RESEARCH GROUP
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Investor risk orientation: For short-term investments, most Canadians
prefer Portfolio B — the second least risky

Q A portfolio is a basket of different investments. The returns A0% - o
earned by a specific portfolio depend on the mix of investments s 8%
that make up the portfolio. The following graph shows the _— 20%
probable range of returns (from best to worst) of four g | D ﬂ
hypothetical portfolios over a one-year period. Which of these E -
portfolios would you prefer to invest in? = e 2% .
[asked of all 5,198 respondents] 0% | -13%
a0 | -20%
Portfolio A Portfolio B Portfalio C Portfalio D

36%

Portfolio A: +13%/-2%  Portfolio B: +20%/-7% Portfolio C: +28%/-13% Portfolio D: +37%/-20% Don't know
m 2012 m 2009
®
.... -;. ) ..
INNOVATIVE

Note: 2009 n=3,518 RESEARCH GROUP



Personal optimism: Investors are more optimistic about achieving their
investment targets in the more distant future than in the next year

Q Overall, how optimistic or pessimistic are you that you will be able to achieve

you investment targets over the... Net Optimism

[asked only of respondents with financial investments; n=3,749] (optimism minus pessimism)

...next 12 months 13% 6% 8%

...next 5 years 9% 4% 8%

Q How would you rate your ability to maintain or increase your current income over the...

...next 12 months 11% 6% 5%

B Very optimistic B Somewhat optimistic
= Neither optimistic nor pessimistic m Somewhat pessimistic o
°® i )
e . 1 .. . .o..
W Very pessimistic ® Don't know INNOVATIVE
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General optimism: Investors most optimistic about economic growth ”

in the next 12 months; least optimistic on employment and inflation

As far as the general condition of the economy is concerned, how would you rate the following over the next

12 months?
[asked only of respondents with financial investments; n=3,749] Net Optimism

(optimism minus pessimism)

Economic growth 25% 7% 5% @
% @

Performance of the
stock market

Unemployment rate 10% | 6% @
Inflation 19% 9 7% @
B Very optimistic B Somewhat optimistic
= Neither optimistic nor pessimistic ® Somewhat pessimistic ...0'"::- ..o..
W Very pessimistic ® Don't know INNOVATIVE

RESEARCH GROUP



Investment Fraud in Canada
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Experience with Investment Fraud

Canadians are still being approached with fraudulent investment opportunities

» Just over one-quarter of Canadians (27%) believe they have been approached with a possible fraudulent investment at some pointin
their life. Over half of Canadians (56%) agree they are just as likely to be a victim of investment fraud as anyone else.

* The estimated incidence of fraud victimization remains relatively unchanged since 2009 and 2006. 4.6% of Canadians believe they have
been a victim of fraud, compared to 4.2% in 2009 and 4.0% in 2006. Just over half of victims (56%) lost all of the money they invested in
the most recent fraudulent investment, down from 70% in 2006.

Canadians are reporting suspected fraud, but rates remain relatively low

* The majority of Canadians (69%) disagreed with the statement “Reporting a fraudulent investment is more trouble than it’s worth”. Yet
just 3-in-10 (29%) of those who believe they have been approached with a fraudulent investment said they reported the most recent

occurrence to the authorities. Half (50%) reported it to either local police or the RCMP, while 4% reported it to their provincial or
territorial securities regulator.

INNOVATIVE

RESEARCH GROUP
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Reporting investment fraud: Almost half of Canadians (47%) would
report suspected fraud to the police or RCMP

Where would you go to report a suspected investment fraud?
[asked of all 5,198 respondents; open-ended question]

Police/RCMP 47%
A bank or financial institution

Securities Commission/Regulator

Better Business Bureau
Other Includes:

Financial advisor 2% Accountant
Broker
Government 2% CRA
. FBI
Person/company involved 2%

Financial industry authorities
Media/Internet/Facebook
Investment Dealers Association
Credit Bureaus

The stock exchange
Family/friends

A lawyer 1%

Canadian anti-fraud centre/Fraud Line 1%

It depends on the specifics 1%

Consumer Affairs/Protection 1%

Other 8%
Don't know 16%
Would not report 1%
..o"'.. ...

@ .
[ “ee0®
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Fraud attempts: Just over one-quarter (27%) of Canadians believe
they’ve been approached with a possible fraudulent investment

Do you think anyone has ever approached you with a possible 2012 Sample Breakdown »»
fraudulent investment?

Those who say “yes”
[asked of all 5,198 respondents]

Don’t kn

Investor Segments

No Savings N 5%
Savings, Non-Investor I 22%

Passive Investor 27%
Yes Active Investor IS 33%
Provinces
BC 34%
AB 38%
SK 29%
MB 22%
ON 31%
QcC
NB 34%
No PEI 37%
NS 31%
NL 32%
o ) ) Age
Please note that the positioning of the question, “Do you think anyone has ever approached
you with a possible fraudulent investment?” in the 2012 CSA Investor Index was different 18-34 o
from the previous Indexes. In 2006 and 2009, the question was introduced (or "primed") i 22%
with information about common investment fraud approaches. In 2012, this information 35-54 27%
was excluded in order to observe "unprimed" responses. This may have impacted
responses, resulting in what looks to be a lower rate of fraud approaches compared to 2006 55+ 32%
and 2009. Therefore, please use caution in making comparisons with results from 2006 °
(36%) and 2009 (38%) as the drop in percentage may be attributed to this. ..o' ..°
o “.e0®
INNOVATIVE
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Method of approach: For half (49%), the most recent investment
fraud encountered was through email

27

How were you introduced to the most recent investment fraud you encountered?

[asked only of those who believe they have been approached with a fraudulent investment; n=1,411]

From email spam

Stranger called me over the telephone

Introduced to fraud artist through friend,
neighbour, co-worker, or family member

Introduced to fraud over the internet (other than
email)

Stranger came to front door

Recommended by financial advisor

Other

Don't know

-
N -
I -

4%

e ..

b
L]
‘e0®
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Level of trust with fraudster: Two-thirds (67%) did not have a strong ’
relationship at all with the suspected fraudster

How would you describe the level of trust you developed with the person or persons who most recently
approached you with a fraudulent investment opportunity?

[asked only of those who believe they have been approached with a fraudulent investment; n=1,411]

Strong relationship to fraudster 67%
11%
7% 7%
4%
Very strong Somewhat strong Not very strong Not at all strong
®
o'...ﬁ °®

b
L]
‘e0®
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Reporting fraud: 29% reported the most recent suspected fraud
attempt; highest among those who came across it on the Internet

Once you realized this most recent investment opportunity was 2012 Sample Breakdown »»

fraudulent, did you report it to the authorities? Those who reported the most recent suspected

[asked only of respondents who have been approached with investment fraud; n=1,411] fraud to the authorities.

Type of Most Recent Suspected Fraud Attempt

Fraud over the internet

I

(o)
(other than email) 38%
Stranger called me over the 0
Affinity Fraud (introduced to 1
fraud artist through friend, 0
family member)
Other 29%
®
e®°., ()
.... i.. ee® -
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Reporting fraud: Half (50%) reported suspected fraud to local police
or the RCMP

Where did you go to report the suspected investment fraud?
[asked only of respondents who believe they were approached with a fraudulent investment and reported it to the authorities; open-ended question; n=408]

Police 33%
RCMP
Bank
Internet fraud alert site 4% Other Includes:
*  Better Business Bureau

Provincial regulatory agency for investments 4% *  Lawyer

*  Financial advisor

*  Credit card company

o FBI

*  Insurance company

*  Facebook

*  Consumer reports

*  Canada Revenue Agency

The Company
Internet provider
Canada Anti-fraud
Email provider

Other 13%

Don't know
®
e®°., ()
.... -:.' e ® .
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Top 3 reasons for not reporting fraud: “Didn’t fall for it”, “Too much

II’

spam to report it al

and “Knew it was reported by others”

Why didn’t you report it to the authorities?

[asked only of those who believe they have been approached with a fraudulent investment but did not report it; open-ended question; n=1,320]

Didn't fall for it/clearly scam

Too much email fraud (spam) to report it all
Knew it was already reported by others
Was not positive it was fraud

Not enough information/hard to proof
Waste of time/too much bother

Did not know who to contact

Believed nothing would be done about it
Didnt think about it/ Did not see the need
Originating from outside the country
Spams and calls / Can't be traced

Other

Don't know

5%

4%

10%

Other Includes:

| felt stupid/embarrassed
Reported it directly to
the company

Had previous reports
dismissed

People | knew were
involved

Too long ago

Afraid/ scared

28%

...l ..
[ ] .
.. o ®
[ “.e0®
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Fraud incidence rate: 4.6% of Canadians believe they have invested N

money in what turned out to be a fraudulent investment

@ Have you ever invested money in what turned out to be a 2012 Sample Breakdown »»
fraudulent investment? Those who believe they have been victims of fraud

[asked only of respondents who have been approached with investment fraud n=1,411;

) Investor Segments
percentages in graph calculated based on the total number of respondents]
No Savings 3.3%
Savings, Non-Investor 2.7%
Passive Investor 4.8%

Active Investor I 7.7%

95.4% 95.8% 96.0%

Estimated Incidence of Investment Fraud Victimization
Alberta 8.2%

Ontario

British Columbia

PEI

Manitoba

Saskatchewan

New Brunswick

NFLD

Nova Scotia

Quebec

4.6% 4.2% 4.0%

Age
Yes No
18-34 3.4%
W 2012 m2009 m 2006

35-54 4.2%

e o*

55+ 6.1%°° i ..e*®

INNOVATIVE
Note: 2009 n=2,396, 2006 n=1,069 RESEARCH GROUP



Amount invested in fraudulent investment: Half of those ”

defrauded (50%) invested less than $5,000

@ How much money did you invest in the most recent investment fraud?

[asked only of those who invested in a fraud; n=241]

32%

Less than $1,000 Between $1,000 and Between $5,000 and Between $10,000 and More than $25,000 Don't know
$5,000 $10,000 $25,000
®
.... .:.o.. ..
INNOVATIVE
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Amount recovered from fraud: Over half (56%) lost all of the
money they invested in the fraudulent investment

e Did you recover any of your money from this most recent fraud, and if so, how much?

[asked only of respondents who invested in a fraud; n=241]

56%

Nothing Less than 50% 50-99% 100%

®
INNOVATIVE
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Precursor values: Over half (56%) agree they are just as likely to be a ”

victim of investment fraud as anyone else

Q For each of these statements please indicate if you agree or disagree: 2012 Ssample Breakdown )
I am just as likely to be a victim of investment fraud as anyone else. Those who say “strongly agree

[asked of all 5,198 respondents]
Investor Segments

No Savings 29%
Savings, Non-Investor 24%
33%33% s ’
Passive Investor 21%

29%29% Active Investor I 20%

Age
18-34 25%
. 35-54 24%
1% 14%14% 55+ 21%
Strongly agree  Somewhat agree Somewhat Strongly disagree
disagree
m 2012 m2009 ™ 2006
LS .
...o ';.. : .....

INNOVATIVE

Note: 2009 n=6,319, 2006 n=3,000; ‘Don’t know’ not shown RESEARCH GROUP
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Precursor values: Half (51%) of Canadians strongly disagree with
statement that reporting fraud is more trouble than it’s worth

For each of these statements, please indicate if you agree or disagree:
[asked of all 5,198 respondents]

You can usually trust someone who is promoting an investment
if you have a friend who has already invested with them.

Reporting a fraudulent investment is more trouble than it’s
worth.

6% 17%

B Strongly agree  HW Somewhat agree Somewhat disagree B Strongly disagree  ® Don't know

° k
[ “.e0®
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Investment Knowledge
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Investment Knowledge

38

2-in-5 Canadians failed the general investment knowledge test

One objective of the 2012 CSA Investor Index was to assess the investment knowledge of respondents. Seven knowledge questions were
used to create the Investment Knowledge Index. Three were standardized questions used in similar international studies and related to the
concepts of simple compound interest, real compound interest and investment risk. The other four questions related to diversification,
mutual fund returns, warning signs of fraud, and the relationship between interest rates and bonds.

Overall, 2-in-5 Canadians failed the general investment knowledge test included in the survey, answering fewer than four of the seven
questions correctly. Based on the number of correct answers, 40% of respondents were categorized as low investment knowledge (0-3
correct answers), 34% as medium investment knowledge (4-5 correct answers) and 26% as high investment knowledge (6-7 correct
answers).

Observations relating to demographics include:

* Older Canadians are more likely to be in the high knowledge category, while the majority (56%) of younger Canadians (18-34 years) fall
into the low knowledge category.

* The majority (55%) of Canadians with annual household income under $40,000 are in the low knowledge category, compared to 21% of
those with a household income of $100,000+.

* 63% of Canadians with no savings are considered low knowledge, compared to 23% of active investors.

INNOVATIVE

RESEARCH GROUP
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Investment knowledge index: 2-in-5 Canadians failed the
investment knowledge testing component

Percentage Choosing Correct Answer [asked of all 5,198 respondents]

Financial Literacy Around the World:
Simple Compound Interest 79%  The top three questions have been used in
similar international studies and were

Real Compound Interest 65%
added to allow the CSA to gauge the
Stock and Mutual Fund Risk 61% financial literacy of Canadians.
Diversification 62% The remaining four questions, together with
Mutual Fund Returns 50% the top three, make up the investment

knowledge index and allows us to group
Warning Signs of Fraud 43% Canadians by level of knowledge when it
comes to investing.

Interest Rate Effects on Bond Prices 29%
Low Knowledge Medium Knowledge High Knowledge
40% of Cdns. got less than half of the knowledge questions correct  34% got 4 or 5 correct 26% got 6 or all the questions correct
\ \ \
[ . 18% | 18% |
16% ° °
14%
11%

7% 8% 8%

None Correct 1 2 3 4 5 6 All Correct



Investment knowledge segmentation: Strong correlation between
knowledge and age, household income, investor segments

40

18-34 yrs
Age 35-54 yrs
55yrs +
Under $40k
$40-60k
Household $60-80k
Income $80-100k
$100k+
No savings
Savings, Non-Investor

Investor
Segment Passive Investor

Active Investor

56%

39%

29%

55%

40%
38%
29%

21%

53%
27%

23%

B Low Knowledge

63%

29%
36%

35%

31%
35%
35%
37%

35%

33%
39%

33%

B Medium Knowledge

15%

25%

35%

14%

24%

27%

34%

44%

28% 9%

14%

35%

44%

B High Knowledge
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Simple compound interest: Most (79%) Canadians understand this
concept

@ Suppose you had $100 in a savings account and the interest rate 2012 Sample Breakdown »»
was 2% per year. After 5 years, how much do you think you Those who answered correctly

would have in the account if you left the money to grow?

Investor Segments
[asked of all 5,198 respondents]

No Savings 70%
. _ [0)
Correct Savings, Nf)n Investor 74% o
Answer Passive Investor 85%
\/ Active Investor 85%
79%
Age
18-34 72%
35-54 80%
55+ 82%
7% 6% 9%
More than $102  Exactly S102  Less than $102 Don't know
oo o
.o'. . ..0'.
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Real compound interest: Nearly 2-in-3 (65%) answered correctly

@ Imagine that the interest rate on your savings account was 1% 2012 Sample Breakdown »»
per year and inflation was 2% per year. After 1 year, how much Those who answered correctly
would you be able to buy with the money in this account?
Investor Segments
[asked of all 5,198 respondents] .
No Savings 49%
Correct Savings, Non-Investor 62%
Answer Passive Investor 77%
\/ Active Investor 72%
65%
Age
18-34 47%
35-54 67%
55+ 78%

More than  Exactly the same Less than today Don't know
today

[ ] .:.o..
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Stock and mutual fund risk: 6-in-10 (61%) understand that stock
mutual funds are less risky than a single stock

43

@ Buying a single company’s stock usually provides a safer return 2012 Sample Breakdown »»
than a stock mutual fund. Those who answered correctly
[asked of all 5,198 respondents] Investor Segments
No Savings 43%

Savings, Non-Investor 49%
Correct Passive | . 39

assive Investor
Answer ?
\/ Active Investor 73%

61%

Age
30% 18-34 51%
35-54 63%
55+ 66%
9%
TRUE FALSE Don't know
oo"“::" i o..

[ ]
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Diversification: 2-in-3 understand the concept of minimizing risk by
diversifying investments

44

When an investor diversifies his or her investments, the risk of 2012 Sample Breakdown »)
losing money increases. Those who answered correctly
[asked of all 5,198 respondents] Investor Segments
No Savings 41%
Correct Savings, Non-Investor 53%
Answer Passive Investor = 75%
\/ Active Investor 76%
62%

Age
18-34 I 50%

35-54 I 63%
55+ I—m" 71%

22%
16%

TRUE FALSE Don't know

[ ]
INNOVATIVE
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Mutual funds: The most popular investment vehicle for Canadians,

45

. )
yet 1-in-2 don’t understand that returns are not guaranteed
@ Mutual funds pay a guaranteed rate of return. 2012 Sample Breakdown »)
[asked of all 5,198 respondents] Those who answered correctly
Investor Segments
No Savings 26%
Savings, Non-Investor 34%
Correct Passive Investor 64%
@ Active Investor 73%
50%

Age

29%
21%

TRUE FALSE Don't know

18-34 W 36%
35-54 I—— 52%
55+ e 59%

Note: While the most commonly-held savings vehicles are mutual funds, only 50% of
Canadians recognize that mutual funds do not pay a guaranteed rate of return.

[ ]
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Warning sign of fraud: Almost 6-in-10 (58%) do not understand the
fundamental principle of risk-reward tradeoff

@ Investments that offer a higher-than-market rate of return and 2012 Sample Breakdown »»
little to no risk are almost always fraudulent. Those who answered correctly
[asked of all 5,198 respondents] Investor Segments
No Savings 31%
Savings, Non-Investor 37%
Correct

Passive Investor | 9
Answer 48%

\/ Active Investor 54%

43%

31%

Age

27%

18-34 [ 37%
35-54 I 41%
55+ e 49%

TRUE FALSE Don't know

[ ]
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Effect of interest rates on bond prices: Most (71%) Canadians do not
understand how interest rates affect bond prices

47

@ Bond prices go up when interest rates go down. 2012 Sample Breakdown »»

[asked of all 5,198 respondents] Those who answered correctly

Investor Segments
No Savings 20%
17%

Passive Investor = 31%

Savings, Non-Investor

Active Investor 47%

47%

Correct
Answer

A

Age
18-34 [N 27%

35-54 N 26%
55+ e 33%

TRUE FALSE Don't know

[ ]
INNOVATIVE
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Investor Behaviour

48
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Investor Behaviour

Investor behaviour results are mixed

Almost 6-in-10 (57%) of Canadians say they are confident when it comes to making investment decisions. Investor confidence is higher
(66%) among those who have savings and investments set aside for the future. However, results are mixed when it comes to investor
behaviours, such as having a written financial plan, regularly reviewing and understanding their investment risk tolerance, and asking the
right questions of their financial advisor.

* Nearly half (49%) of Canadians say they have a financial advisor, up from 46% in 2009 and 42% in 2006. However, 60% of those with a
financial advisor have never done any form of background check on their advisor. Among the 38% who have done a background check
on their advisor, the top sources used were the Internet and the advisor’s employer.

* 60% of Canadians with financial advisors say they are very comfortable raising concerns and questions with their financial advisor.
This is down slightly from 2009 (63% very comfortable raising concerns and questions).

* Nearly one-quarter (23%) of Canadians with a financial advisor don’t know how they are compensated for their service. Whether or
not they know how their financial advisor is compensated, 56% are unaware of how much they actually paid their advisor over the
past year.

* Just over 3-in-10 Canadians (31%) say they have a formal written financial plan, up from 25% in 2009. Although more Canadians have
a financial plan, they are reviewing it less frequently (78% say they reviewed their plan in the past 12 months, down from 83% in
2009).

* Of those who have savings or investments set aside for the future, almost half (49%) have within the past year thoroughly reviewed
the level of investment risk they are willing to take. This is statistically the same as in 2009. Furthermore, most (81%) investors believe

they understand how risky their investments are today.

INNOVATIVE
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Knowledge and Investor Behaviour

Observations relating to investor behaviour include:

* 60% of high-knowledge respondents say that in the past year, they have thoroughly reviewed the level of risk they are willing to take,
compared to 51% of medium-knowledge and 36% of low-knowledge respondents.

* Among those with a financial advisor, high- (43%) and medium-knowledge (37%) respondents are more likely than low-knowledge
(34%) respondents to do a background check on their advisor.

* High- (38%) and medium-knowledge (36%) respondents are equally likely to have a formal, written investment plan. Among low-
knowledge respondents, only 22% have a written financial plan.

* High-knowledge (60%) investors are more likely than mid- (51%) and low-knowledge (36%) investors to thoroughly review the level of
risk they’re willing to take with their investment portfolios on an annual basis. Furthermore, high-knowledge (90%) investors are more
likely than mid- (83%) and low-knowledge (67%) investors to agree they understand how risky each of their investments is today.

INNOVATIVE
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Use of financial advisors: Half (49%) of Canadians currently have a

financial advisor, up from 42% in 2006

Do you have a financial advisor and, if so, how long have you had
your current advisor?

2012 Sample Breakdown »»
Those who have a financial advisor

[asked of all 5,198 respondents] Investor Segments
No Savings 9%
Savings, Non-Investor 39%
Passive Investor 69%
Active Investor 70%
559 Have a financial advisor
2012: 49% Investment Knowledge
2009: 46% , .
2006: 42% High 57%
A Medium 52%
4 I Low 36%
Age
18%18% 18-34 I 36%
0. 0
16% 14% 35-54 I 45%
7% 7% : 55+ I 59%

%

4% 39 2%

No financial
advisor

Yes, less than Yes, between Yes, between
ayear

Yes, more
1and 5 years 6 and 10 years than 10 years

| usually have
a financial
advisor, but do
not have one
now.

w2012 m 2009 m 2006

Note: 2009 n=6,319, 2006 n=3,000; ‘Don’t know’ not shown

.ot ..
° ;
[ o ®
K
® “.e0®
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Comfort with advisors: 9-in-10 are comfortable raising questions and
concerns with their advisor

Q How comfortable do you feel bringing forth concerns and 2012 Sample Breakdown »»
questions when speaking with your financial advisor? Those who say “very comfortable”
[asked only of respondents who have a financial advisor; n=2,646] Investor SEgmentS*
Savings, Non-Investor 57%
Comfortable Uncomfortable Passive Investor 61%
2012: 91% 2012: 8% ,
2009: 92% 2009: 7% Active Investor 63%
( A \‘ { A \ Investment Knowledge
High 66%
., 63% _ °
60% Medium 61%
Low 52%
Age

18-34 . 48%
35-54 I 56%
55+ I 68%

Very comfortable Somewhat Not very Not at all
comfortable comfortable comfortable
= 2012 m 2009 Note: * “No Savings” not shown because of small sample size.
P ..
0.. tLee® ¢
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Advisor background check: 60% have never done a background
check on their advisor

Have you ever checked into the background of your financial 2012 Sample Breakdown »p
advisor in any way? Those who say “yes”
[asked only of respondents who have a financial advisor; n=2,646] Investor Segments*
Savings, Non-Investor 27%
Passive Investor 36%
i [0)
Don’t know Active Investor 48%

Investment Knowledge

High 43%
Medium 37%
Yes Low 34%

Age

18-34 e 35%
35-54 e 36%
55+ [ 41%

Note: * “No Savings” not shown because of small sample size.

.ot ..
° .
[ o ®
K
[ “.e0®
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Top sources for checking advisor background: Internet and advisor’s

employer

54

What sources did you use to check the background of your financial advisor?

[asked only of respondents who have checked into the background of their financial advisors; open-ended question; n=998]

Internet

The company who employs him/her

The bank/Financial Institution

Trusted friends

Other clients/investors

Know him/her personally

Family/relatives referral

Word of mouth/Good Reputation

CV and qualifications/Certificates/licences

Professional references

References provided

Referrals/Recommendations

Personal references

Better Business Bureau

AMEF - Autorité des marchés financiers

Background Check/ employment History
Other

Don't know

2%
2%
2%
2%
2%

3%

4%

12%
9%

8%

8%

8%

7%

5%
5%
5%

Other Includes:

. Company website

J Police

. Interview/contact/research

U Media — News, magazines, etc.
. Past record

. Private investigator

. Professional associations

9%
7%

.ot ..
° .
.. o ..
K
[ “.e0®
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Advisor compensation: Nearly one-quarter (23%) do not know how

their financial advisor is being paid
Q Is your financial advisor being paid by any of the following methods?

[asked only of respondents who have a financial advisor; multiple selections allowed; n=2,646]

39%

Salary (the cost of Commission based on Flat fee based on the Flat fee based on an Other Don't know
their advice is built the products they sell assets in your hourly rate
into the products you account
buy)
..°""::", ve® ...
INNOVATIVE
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Advisor compensation: Most (56%) are unaware how much they pay

their advisor

Do you agree or disagree with the following statement:
I know exactly how much | have paid my financial advisor in the
past 12 months.

2012 Sample Breakdown »»
Those who say agree

Investor Segments
[asked only of respondent who have a financial advisor; n=2,646] Savings, Non-Investor 34%
Passive Investor 36%
0, 1 r 0,
AgreeA 43% DlsagA ee 30% Active Investor 60%
( \ Investment Knowledge
\ 26%
High 46%
Medium 41%
Low 43%
Age

18-34 T 53%

35-54 e 40%
55+ I 42%

Somewhat
disagree

Somewhat
agree

Strongly
agree

Strongly Don't know

disagree

INNOVATIVE
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Financial plan: 1-in-3 Canadians have a formal written financial plan,
up from 1-in-4 in 2009

57

@ Do you have a formal, written financial plan that 2012 Sample Breakdown b )
includes clear investment goals? Those who say “yes”
[asked of all 5,198 respondents] Investor Segments
No Savings 6%
Savings, Non-Investor 23%
70% Passive Investor 42%

Active Investor IS 52%

Investment Knowledge

High 38%
Medium 36%
Low 22%

Age
18-34 [ 22%

35-54 e 30%
55+ I 39%

Yes No

m 2012 m2009 m 2006

Note: In 2006 respondents were asked, “Do you have a financial plan that includes clear investment goals?” INNOVATIVE

2009 n=6,319, 2006 n=3,000; ‘Don’t know’ not shown RESEARCH GROUP
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Financial plan: Although more Canadians have a financial plan than in

20009, slightly fewer are reviewing them on an annual basis

@ Have you reviewed your financial plan in the past 12 months? 2012 sample Breakdown »»
[asked only of respondents with a formal written financial plan; n=1,608] Those who say “yes”
Investor Segments
No Savings 66%
Savings, Non-Investor 72%
83% Passive Investor 76%

Active Investor IS 83%

Investment Knowledge

High 79%
Medium 79%
Low 74%
Age
18-34 T 73%
35-54 I 75%
55+ e 82%
Yes No
m 2012 = 2009
.oo"":{‘.... o°.
INNOVATIVE
Note: 2009 n=1,613
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Top 3 reasons for not reviewing financial plan: Lack of need, time
constraints and satisfied with it as is

59

What is the main reason you have not reviewed your financial plan in the past 12 months?
[asked only of respondents who did not review their financial plan in the past 12 months; open-ended question; n=352]

No need - goals and situation has not changed 25%
Time constraints
Satisfied with it as it is

Reviews regularly every 2 or 3 years

Lazy/procrastination

Other Includes:

Low risk investments

Spouse/other looks after it

The bank hasn’t called me

The plan was through my

previous employer

. Forgot/my fault

. Little room for change right now

. Little contact with my financial
advisor

. Didn’t know | have to review it

| get statements/Regular updates

Trust our advisor

Long term/fixed investments

llIness

Distance from advisor/inconvenient
Retired/Not working

Don't have money to invest

Other 10%

Don't know 5%
oo (]
o N

@ )
[ “.e0®
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Investor confidence: Almost 6-in-10 (57%) Canadians are confident in
making investment decisions

@ How confident are you when it comes to making investment 2012 sample Breakdown »»
decisions? Those who are confident
[asked of all 5,198 respondents] Investor Segments
] ) No Savings
Confident Not Confident .
Savings, Non-Investor
2012:57% 2012:36%
2009: 56% 2009: 38% Passive Investor
2006: 51% 2006: 43% Active Investor 81%
A A Investment Knowledge
{ \ { \ High 72%
Medium 59%
o 45%
44% 43% Low 46%

Age

18-34 I, 55%

35-54 I 57%

13% 13% 13% 14% 55+ " 59%

11%

Very confident Somewhat Not very confident Not at all confident
confident
m 2012 m2009 m 2006 o
@ % @
.O : ®
[ ] “eee®
INNOVATIVE

Note: 2009 n=6,319, 2006 n=3,000 ; ‘Don’t know’ not shown RESEARCH GROUP



Risk-tolerance review: Half (49%) within the past year thoroughly
reviewed the level of risk they are willing to take on their investments

When was the last time you thoroughly reviewed the level of risk 2012 Sample Breakdown b»
, . . . Those who say “within the last year”
you’re willing to take with your investments?
[asked only of respondents with financial investments; n=3,749] Investor Segments
Savings, Non-Investor 28%
Passive Investor 50%
62% Active Investor 65%

Investment Knowledge

High 60%
Medium 51%
Low 36%

Age

18%19%19%

18-34 N 409
1% 35 40%

8% 9% 9% . 35-54 S 47%
5% 5% 49 6%

55+ e 56%

Within the last  Within the Within the More than five | have not
year past two years past five years yearsago  reviewed the
risk I am
willing to take

m 2012 m 2009 m 2006

o (]
..... .f.oo. ..
INNOVATIVE

Note: 2009 n=3,518, 2006 n=1,583 ; ‘Don’t know’ not shown RESEARCH GROUP



Understanding of risk: 81% of investors believe they understand
how risky their investments are

Please indicate if you agree or disagree with the following 2012 sample Breakdown »»
statement: Those who strongly agree
I understand how risky each of my investments are today. Investor Segments
[asked only of respondents with financial investments; n=3,749] Savings, Non-Investor 28%
Agree Disagree
2012: 81% 2012:g13% Passive Investor 27%
2006: 86% <129
2006; 12% Active Investor 38%
559, Investment Knowledge
50% High 36%
Medium 30%
Low 26%
31% 31% Age

18-34 [N 28%
35-54 e 31%
55+ . 32%

Strongly agree Somewhat agree Somewhat  Strongly disagree
disagree

M 2012 ™ 2006

o ..

°® b ®
g

[ ] “eee®

INNOVATIVE

Note: 2006 n=1,583, ‘Don’t know’ not shown. RESEARCH GROUP



Market Expectations
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Market Expectations

Many Canadians have unrealistic expectations of market returns
* For the purposes of this study, a “reasonable” market rate of return was considered to be anything less than an annual return of 4%.

* When asked what they think the annual rate of return on the average investment portfolio is today, 12% of Canadians gave a realistic
estimate, 30% provided unrealistic estimates and 59% explicitly chose not to hazard a guess.

* Results were similar when asked about the annual rate of return on their personal investment portfolio: 17% of investors had realistic
expectations, 33% had unrealistic expectations and 51% of respondents said they did not know.

* Looking at the results against the Investment Knowledge Index, almost one-quarter (24%) of high-knowledge investors had realistic
expectations of the annual rate of return on their personal investment portfolio, while 16% of medium-knowledge and 9% of low-
knowledge investors had realistic expectations.

® “eee®®
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Calculating “reasonable” rate of return

For the purposes of this study, the authors consider a “reasonable” market rate of return today as
anything less than 4%. This is based on the 5-year nominal return of 4.1% on 3-month treasury bills, all
Canadian bonds, and the TSX Composite Index between 2007 and 2011.

‘Nominal’ Return

dverage

3-month T-bills 4.3% 2.8% 0.5% 0.5% 0.9% 1.8%
All Canadian Bonds 3.7% 6.4% 5.4% 6.7% 9.7% 6.4%

TSX Composite Index 9.8% -33.0% 35.1% 17.6% -8.7% 4.2%

Equal weighted average across asset 5.9% 7.9% 13.7% 8.3% 0.6% 4.1%

classes

Source: BCSC
Note: Nominal is the stated return, while real is stated return minus inflation rate.

INNOVATIVE
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Market returns: 6-in-10 (59%) don’t know the average rate of return;
3-in-10 (30%) have unreasonable expectations

66

What do you think is the annual rate of return today

on the average investment portfolio?
[asked of all 5,198 respondents; open-ended question]

Less than 1%

1% to less than 2%

2% to less than 3%

3% to less than 4%

4% to less than 5%

5% to less than 6%

6% to less than 7.5%

7.5% to 10%

more than 10%

Don't know

2%
2%

1%
1%
4%
5%
6%
6%
W 5%
6%
8%
9%
5%
6%
6%
7%

6%
5%

N

Wy
N

-

-

Wy

Reasonable rate of return of
less than 4%
All respondents: 12%
Only those with savings or
investments: 14%

Unreasonable rate of return of
4% or more
All respondents: 29%
Only those with savings or
investments: 32%

— 59%
54%

m All respondents Only respondents with savings or investments

2012 Sample Breakdown »)
Those who have reasonable expectations

Investment Knowledge

High 22%
Medium 12%
Low 6%

Weighted Average Expected Rate of
Return

all respondents: mean 7.89%, median
5%
those with savings or investments only:

mean 7.20%, median 5%
[Those who say “don’t know” are not included in
this calculation]

“.e0®
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Individual investment portfolio returns: 1-in-3 investors have
unreasonable expectations

What do you think is the annual rate of return today on 2012 Sample Breakdown »»
your investment portfolio? Those who have reasonable expectations
[asked only of respondents with savings or investments; open-ended question; Investment Knowledge
n=3,749]
X J High 24%
Less than 1%
" 3% Medium 16%

1% to less than 2% 29 Reasonable rate of return of Low 9%

i less than 4%

Only those with savings or
2% to less than 3% 9 .
erofessthan 5% 6% investments: 17%

3% to less than 4% 7%
4% to less than 5% 5% \ Weighted Average Reported

1 Personal Rate of Return
5% to less than 6% 8%

T Unreasona(l’)le rate of return of * those with savings or investments only:

6% to less than 7.5% 6% 4% or more. mean 7.48%, median 5%
4 Only those with savings or [Those who say “don’t know” are not included in
1 . o) . a
7 5% t0 10% 29 investments: 33% this calculation]
more than 10% 7% j
Don't know 51%
®
.l..' .
.... .. e ® -
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Social Media and Investing
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The Role of Social Media in Investing

Canadians are starting to use social media as an investment tool

With millions of Canadians now using Facebook, Twitter and LinkedIn, social media is changing the way people obtain and share
information. As such, the CSA wanted to know what role, if any, this new medium is playing among Canadian investors, and whether or not
social media influences their investment decisions. The CSA plans to use this information to identify and monitor emerging trends, and to
track the impact and role of social media in future studies.

Canadians are starting to use social media as a source of investment information, but traditional channels still dominate:

* 7% of Canadian investors said they used social media as one of their sources when they last looked for information about investing. The
most common source of information is traditional finance professionals (68%), such as financial advisors, planners, bankers or brokers.

* However, when provided with a list of social media platforms, 35% of Canadians said they used at least one of them as a source of
information about investing. This number is higher among younger respondents (52% of 18-34-year-olds).

* Almost one-quarter of Canadians (24%) have seen investment opportunities advertised on social media, and 4% of Canadians have
pursued an investment opportunity that they learned about through social media.

* Facebook was the most prevalent platform, reported by 42% of those who further pursued an investment opportunity they learned
about through social media.

* 70% of those who further pursued investment opportunities through social media said that they independently verified the information
about the last investment they pursued. However, the most commonly cited source for verification was “the Internet”.

* However, when Canadians were asked about the reliability of a number of potential investment information channels, Facebook was
near the bottom, ranking just above online classifieds and just below SMS text messages.

* More traditional information channels, such as face-to-face meetings, were deemed the most reliable source when making investment °
. . l'.. .
decisions. o’ ®
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INNOVATIVE

RESEARCH GROUP



Investment information: Most (68%) investors looked to traditional
finance professional; only 7% used social media tools

When you last looked for information about investing, what sources of information did you use?

[asked only of respondents who are investors; multiple selection allowed; n=3,749]

A financial advisor, such as a bank advisor, stock broker, financial planner, etc.
General media (such as newspapers, television or general interest websites)
Information/newsletters sent to you from a financial advisor or institution
Your bank or financial institution’s website

Financial or business media (such as business publications or financial news websites)
Family and friends (other than a parent)

Mutual fund prospectuses or corporate annual reports

Research reports from an investment analyst

Books on financial markets, the economy and investing

A parent

Other Internet sources (blogs, chat rooms, forums, discussion boards)

A lawyer or accountant

Seminars or courses put on by financial professionals

Financial regulators

Social media (Facebook, LinkedIn, Twitter, etc.)

Schools and teachers

Other

7%
5%
1%

23%
18%
18%
13%
13%
12%

33%
31%
29%

47%
44%
44%

42%

68%

° k
[ “.e0®
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Social media: Only a small percentage of Canadians, mostly younger
people, use social media and web tools for investment research

71

Do you use any of the following social media websites or services as sources of information about investing?
[asked of all 5,198 respondents; multiple selection allowed]

National 18-34 35-54
|
Google or Yahoo! 22% 33% 0% 16%
Groups

Facebook 16% 30% 14% 8%
YouTube 14% 26% 12% 5%
Blogs 11% 17% 11% 5%
Online classifieds 11% 18% 10% 5%

(Craigslist, Kijiji, etc.)

RSS News Feeds 8% 12% 9% 5%
Twitter 7% 15% 6% 2%
LinkedIn 5% 8% 6% 3%
MySpace 3% 6% 2% 1%

FourSquare 2% 4% 1% 0%
None 65% 48% 67% 76%

Investors Sa\_li ngs, _Passive . Active
Non-investor] investor investor
20% 17% 17% 27%
12% 11% 7% 19%
10% 7% 7% 16%
11% 7% 10% 18%
8% 8% 5% 12%
9% 5% 7% 14%
6% 4% 3% 13%
5% 3% 4% 10%
2% 1% 1% 6%
2% 1% 1% 4%
68% 73% 73% 56%




Investment ads on social media: 1-in-4 have seen investment ads
on social media; 1-in-6 of those pursued the investment

Have you ever seen information on
investment opportunities advertised on social
media?

[asked of all 5,198 respondents]

Don’t know

Have you ever further pursued an investment
opportunity that you came across though
social media?

[asked only of those who have seen investment info ads on
social media; n=1,222]

Don’t know

Yes

No

Of the overall Canadian population, 4% have
pursued an investment opportunity that
they came across through social media
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Social media platforms: Facebook is the most prevalent platform

for those who found and pursued investment ads on social media

On which social media platform did you find this investment opportunity?
[asked only of those who have seen and further pursued investments advertised on social media; n=199 ]

Google or Yahoo! Groups _ 12%
Twitter - 7%
LinkedIn - 5%

Blogs - 4%

RSS New Feeds - 4%

YouTube F 3%
o @
o °®

[ ] 3 [ ]
[ “.e0®
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Independent verification: Majority who further pursued
investments found on social media independently verified the info

74

Thinking about the last time you pursued an investment
opportunity that you came across through social media,
did you take any steps to independently verify the
investment information?

[asked only of those who have seen and further pursued investments
advertised on social media; n=199]

Why did you not verify the information? Where did you verify the information?
[asked only of those who further pursued the ad without [asked only of those who did independently verify the
independently verifying the investment info; open-ended question; | investment info; open-ended question; n=138]
n=48] i
Not interested/lost interest/decided o/ | Internet 22%
against i 24%
gainst it 1
! Bank
Trusted the information i Company website
| Financial advisor
No money to invest |
! Google
Made a mistake/was dumb | Friends/family
i Facebook
No ti ! .
onme | Better Business Bureau
Other i The source
! Other - 0
Don't know Don't know ..o' ':- - L)
Note: Due to very small sample size, numbers in the above graph should be INNOVATIVE
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Social media: Almost half (47%) who saw and further pursued
investment opportunities on social media ultimately invested

75

Did you ultimately invest in this last investment opportunity discovered through social media?

[asked only of those who have seen and further pursued investments advertised on social media; n=199 ]

Don’t know

Yes . . .
invested in the last investment

opportunity discovered through
media.

Of the overall Canadian population, 2%

social

No
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Reliability of investment information sources: Canadians are

generally skeptical of most sources, especially social media

Each of the following is a potential way for an investor to obtain information before making investment
decisions. On a scale from 0 to 10, where 0 is completely unreliable and 10 is completely reliable, please
indicate how reliable you would rate each potential medium.

[asked of all 5,198 respondents]

Weighted average Very Reliable Somewhat Reliable Not Reliable
score (10to 9) (8 to 6) (5to 0)
Live face-to-face meetings 6.44 21% 46% 33%
Websites 4.37 4% 29% 68%
Postal mail 4.33 6% 26% 68%
Electronic Newsletter 4.11 3% 25% 72%
Telephone call 3.89 6% 23% 71%
Email 3.70 5% 20% 75%
Google or Yahoo! Group 3.29 3% 16% 81%
LinkedIn 2.74 2% 10% 88%
SMS Text Messages 2.57 2% 9% 89%
Facebook 2.53 2% 9% 88%
Online Classifieds 2.38 2% 8% 90%
.n' i i o°.
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Awareness of Securities Regulators
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Awareness of securities regulators

2-in-5 Canadians are aware of their provincial securities regulator

* Nationally, 2-in-5 respondents (39%) know there is a provincial or territorial government agency responsible for regulating financial

investments in their province or territory (38% in 2009).

* When prompted with the name of their securities regulator, 36% of Canadians said they are “very” or “somewhat” familiar with the

agency.

* Nationally, 10% of Canadians have visited their provincial securities regulator’s website at least on one occasion. Aside from visiting
their regulator’s website, 5% of Canadians have ever contacted their agency.

* The primary reasons for visiting the website and/or contacting a provincial regulator were for general information, curiosity and

research.
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Awareness of securities regulator: 2-in-5 (39%) Canadians know there
is an agency that regulates capital markets in their province or territory

Is there a government agency responsible for regulating
financial investments in your province or territory?

[asked of all respondents; n=5,198]
No Savings
Savings, Non-Investor

Passive Investor

57%

57%

Active Investor

High
Medium

Low

Age
18-34
35-54
55+

Yes No Don't know

B 2012 m2009 ™ 2006

Note: 2009 n=2,396, 2006 n=1,069

2012 Sample Breakdown Pp
Those who say “yes”

Investor Segments

25%
31%
45%
53%

Investment Knowledge

57%
43%
24%

I 30%
P 39%
I 45%
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Familiarity with regulators: 36% of Canadians are familiar with their

regulator

e In fact, there is a provincial/territorial agency in {Insert
province/territory} responsible for regulating financial
investments called the {agency name}.

Now that we have mentioned the {agency name}, how familiar

would you say you are with this agency?
[asked of all respondents; n=5,198] Savings,

Passive Investor

2012 Sample Breakdown »»
Those who say they are familiar with their
securities agency.

Investor Segments

No Savings

Non-Investor

Familiar: 36% Active Investor 55%
/ N\ 41%
Very familiar Somewhat Not very familiar | have not heard
familiar of that agency e ..o
before this survey °® tee®
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Regulator website: 1-in-10 Canadians have visited their securities

regulator’s website on at least one occasion

Have you ever visited the website of the {agency name}?

[asked only of those who have heard of their securities regulator before; n=3,951]

Savings, Non-Investor
Passive Investor

Active Investor

13% of respondents who have heard of
their regulator have visited their website at
least once.

This means that among all respondents,
10% have visited their regulator’s website

at least once.
A
/

~

| am familiar with this
website but have
never visited

| have visited this
website on at least
one occasion

| visit this website
regularly

2012 Sample Breakdown »»
Those who have visited their securities regulator’s
website on at least one occasion

Investor Segments
4%
6%
9%

No Savings

21%

52%

| have not heard of Don't know
their website before o
this survey o e
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Contacting the regulator: Of those who know about their securities

regulator, only a few have contacted them

Beyond visiting their website, have you ever contacted the {agency name}?
[asked only of those who have heard of their securities regulator before; n=3,951]

2012 Sample Breakdown Pp
Those who have contacted their securities reqgulator
(aside from through website)

93% Investor Segments
No Savings 1%
Savings, Non-Investor 2%
Passive Investor 3%
Active Investor 9%

0,
>% 2%

Yes No Don't know
.o"'. ..
... -:.' e ® .
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Top 3 reasons for seeking out the regulator: General info, curiosity

and research

Why were you visiting the website and/or contacting the {agency name}?
[asked only of those who have contacted their securities regulator before; open-ended question; n=560]

General information

Curiosity

Research

Checking on financial advisor/firm

To report fraud

Work related reasons

Check on fraud investigation

Seeking employment

Wanted to get a license

Other

Don't know

6%

12%

24%

P ..
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[ o ®
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Helpfulness of the regulator: A large majority (81%) of those who
contacted their securities regulator found them to be helpful

84

Did you find the information and/or advice provided by {agency name} to be helpful?
[asked only of those who have contacted their securities regulator before; n=560]

Helpful 81% Unhelpful 13%

A A
( | |
52%
29%
10%
6%
3%
I
Very helpful Somewhat helpful Not very helpful Not helpful at all Don't know
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