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Background and Methodology

Background and Methodology
In October and November 2007, Northern Trust conducted its third annual Wealth in
America study. This study, based on a nationwide survey of some 1,000 millionaire
households, represents one of the fullest pictures available of U.S. millionaires and
their finances. Major topics covered by the study include: attitude toward the stock
market and investments, asset allocation plans, use of professional advisors, views
on philanthropy and wealth transfer, and plans for retirement.
Northern Trust commissioned Phoenix Marketing International to conduct the survey,
which was administered online and drew from a panel associated with Phoenix
Marketing International’s Affluent Marketing Service program. A total of 1,014 online
questionnaires were completed; all respondents had stated liquid assets of $1 million
or more.
The data cited in the study have a margin of error of +/- 3 percentage points at a 95%
level of confidence.
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Executive Summary

Introduction
Two broad themes permeate the Northern Trust 2008 Wealth In America study.
The first involves the “steadfastness” of high net worth households: despite the
worsening housing market, the sub-prime mortgage crisis and warnings about
weak corporate earnings and a possible recession, most millionaire households
did not panic or radically change their spending and investing behaviors.
Importantly, their outlook going into 2008, while cautious, is not overly pessimistic
either. The second theme involves a distinct generational difference among high
net worth households: compared with older Baby Boomer and Silent Generation
millionaires, wealthy Gen X households have markedly different attitudes about,
and approaches to, their finances.
This report examines these and other topics relating to the financial behaviors of
high-net-worth households, including expectations for the stock market and
investment returns, asset allocation, product awareness and ownership,
investment strategy, the use of financial advisors and advice, philanthropy, and
retirement.

The Steadfast High Net Worth Investor
The 2008 Wealth in America study was conducted in October, 2007, a period
marked by gloomy news about the U.S. economy and by uncertainty as a result of
ongoing crisis in the credit markets. Despite the onslaught of negative economic
news, most millionaire households retained an optimistic outlook for the
performance of the U.S. stock market in 2008. Three reasons were cited by the
optimistic households: some foresaw a decline in interest rates in 2008, while
others were confident about strong corporate earnings growth or expected strong
U.S. economic growth.
Of course not all were optimistic. Those who expect negative or flat market
performance in 2008 almost doubled in number since last year’s survey, from 6%
to 11%. These households’ negative outlook is based mainly on their expectations
of slowing economic growth and a continuation of the downturn in the real estate
market.

Continued next page
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Wealthy Gen X households were considerably more optimistic about the stock
market’s performance in 2008, with 28% expecting the market to increase by at
least 10%, compared with 14% and 9% of the Boomer and Silent generations,
respectively.
Another hallmark of the steadfastness of most high-net-worth households
concerns their asset allocation strategy. Over the past three years, with the
exception of real estate, millionaires have made only minor changes in the
allocation of their assets. Looking forward to 2008, most millionaire households
also do not plan significant changes to their portfolio asset allocations. This
includes real estate as well as alternative investments.
Domestic equities dominate the portfolios of most of these households,
representing forty-five percent of their assets, up from 43% in 2006. Steadfastness
in investing, however, can also present some paradoxes, and the most
pronounced has to do with wealthy households’ exposure to international equities.
Despite robust advances of international equities markets over the past few years,
and despite investor optimism about this asset class going forward, millionaire
households continue to maintain only ten percent of their portfolios in this sector,
unchanged since 2006.
Being steadfast, however, does not imply a lack of action in the face of market
developments. For example, responding to the downturn of the real estate
market, wealthy households have essentially halved their exposure to investment
real estate, from thirteen percent of their portfolios in 2005 to six percent in 2007.
There were some generational differences in asset allocation, with Gen X
millionaires on average employing a more sophisticated approach than older
millionaires. This can be seen particularly in the significantly higher proportions of
their assets in alternative asset classes such as hedge funds and private equity.

Investment Strategy
Most millionaires (70%) have a moderate tolerance for investment risk, unchanged
from 2006. However, Gen X households and decamillionaires are more likely to
describe themselves as aggressive investors than are other types of millionaires.

Continued next page
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With regard to investment style, both GenX households and decamillionaires are
also more likely than others to be active traders rather than buy-and-hold
investors.

Product Awareness and Ownership Trends
Many new or “repackaged” types of investment products have been introduced to
retail investors in this decade, some targeted specifically to the high-net-worth
segment. Millionaire household awareness for many of these products is relatively
high, led by high-yield bond funds at 74%, emerging markets funds (69%), socially
responsible funds (64%), and exchange-traded funds (55%).
While awareness of many of the new investment products is fairly high, ownership
among high-net-worth investors is still relatively low. Of these newer products, the
three most popular among wealthy households are emerging markets funds
(owned by 35% of millionaires), exchange-traded funds (owned by 22%), and
separately managed accounts (also owned by 22%).
In keeping with their greater overall sophistication with regard to investments, Gen
X households are more likely than their older counterparts to own some of the less
familiar products such as managed future funds (15% vs. 7% for Boomers),
exchange traded funds (24% vs. 20% Boomers), and socially responsible funds
(19% vs. 12% Boomers).

Advisors and Advice
Perhaps because of the increased complexity of the securities markets and the
greater availability of investments focused on alternative asset classes, millionaire
households have become more advisor-oriented over the past two years, and less
reliant on their own efforts. Three in five millionaires (60%) now describe
themselves as relying mainly on their advisors when making investment decisions,
up from 55% in 2005. Most of the increase has been in the proportion of investors
who are “advisor-directed” (where the advisor makes most or all investment
decisions) rather than “advisor-assisted” (where the individual consults with the
advisor, but makes the final decision him or herself).

Continued next page
5

Executive Summary

Gen Xers, despite their more aggressive risk profile, were more likely than older
households to be advisor assisted and less likely to be self-directed. Although
willing to take risks, Gen X millionaires still place considerable value on advice and
information from a professional advisor. Additionally, wealthy Gen X households
are typically in younger, family-oriented stages of life, and thus face many complex
and often conflicting financial goals: growing wealth to support their family while
starting to build retirement assets, managing risk, financing education, and
maintaining strong cash flow. Given these competing goals, it is not surprising
Gen X households rely more on professional advisors than Baby Boomer and
Silent Generation millionaires.
As has been the case for many years, stock, bond and mutual fund selection in
2007 remained the most utilized advisory service by high-net-worth households.
However, the use of retirement planning services has increased significantly over
the past year, just as one might expect given the large number of Baby Boomers
who are entering the critical retirement planning phase.
Two other types of advice have increased in frequency from a year ago. Twentynine percent (29%) of HNW investors sought advice on implementing tax
reduction strategies, up from 20% in 2006. Twenty percent (20%) looked for
advice on establishing an estate plan or asset transition, up from 11% a year ago.
Gen X millionaires, who tend to be consistently different from older millionaires in
many areas of investing, also use advisors differently. For example, they are less
likely to seek advice on selecting stocks and bonds, and more likely to use
advisors for advice on alternative investments (private equity, hedge funds).

Philanthropy
Most millionaires contribute both time and money to charitable and philanthropic
causes. The average total donation among millionaires in the past year was
$11,000, and, among decamillionaires, nearly $36,000. This represents a
significant decline from 2005, when charitable contributions were unusually high in
response to Hurricane Katrina and the Southeast Asian tsunami. In general,

Continued next page
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millionaires have very altruistic motivations for their charitable giving: supporting
causes that they personally believe in and making a difference in their community
rank far higher as reasons for why they give than do honoring a family member or
creating a legacy for oneself.
In their behaviors and attitudes toward charitable giving, wealthy Gen X
households differ significantly from their older counterparts. Gen X millionaires are
more generous than older generations, giving nearly twice as much on average to
charitable causes.

Estate Planning and Wealth Transfer
Most millionaires place a high level of importance on leaving an estate to their
heirs, with Gen X millionaires placing greater emphasis on this than their older
counterparts. To facilitate the wealth transfer to the next generation and minimize
the tax bite, millionaires use a variety of wealth transfer tools—most commonly,
personal trusts, which have been set up by nearly one half of high net worth
households. When setting up trusts, nearly two thirds of the high net worth name a
family member as trustee, reflecting the trend in recent years away from use of a
corporate trustee.
While leaving an estate is important to most millionaires, most also plan to leave
part of their estate to charity. The average charitable bequest of wealthy
households is 16% of the entire estate. Gen X millionaires, in keeping with their
more philanthropic inclinations mentioned above, plan to give significantly more—
an average of 22% of their estates.

Retirement
Nearly half of all millionaire households are either fully or partially retired, which is
perhaps not so surprising given that it takes so long for most millionaires to amass
their wealth. Among those who are retired, however, it is increasingly common to
re-enter the work force in some capacity. Indeed, nearly 3 in 10 retired millionaires
in this year’s survey stated they had re-entered the work force.
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This trend of working in retirement is related to the evolution in attitudes toward
work. Today’s millionaires are much more likely to view their work as personally
meaningful than those in the past. In just the past two years, the percentage of
wealthy households stating that they never plan to retire has nearly doubled, from
4% to 7%. This attitude is especially strong on the West Coast, where 13% of
millionaires say they hope never to retire.
Retired millionaires draw their income from a diverse range of sources that should
help protect them from disruptions to the economy or to the markets. On average,
over 40% of their income is not tied to the securities markets, but comes from
sources such as employment, social security, annuities, real estate, and family
businesses.
While most high net worth households are well-positioned for a comfortable
retirement, many nonetheless have concerns about issues or events that might
affect their finances at retirement. Their largest concerns are related to health
issues, specifically the rapid rise in health care costs, followed by their own health
and that of their spouse.
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Key Findings

Expectations For Stock Market
Most millionaires foresee mildly positive stock market performance in
2008: three-quarters (76%) expect a market increase of between 1% and
10% in 2008. However, there is some sign of increased pessimism this
year. Compared with 2006, nearly twice as many respondents this year
say they expect the stock market to be flat or fall in the coming year.




There is a big difference by age in expectations for stock market performance.
Gen X households were significantly more optimistic than the Silent and Boomer
generations. Twenty-eight percent of Gen X millionaires expect the market to
rise by more than 10%, compared to 14% and 9% of the Boomer and Silent
Generations, respectively.
Additionally, as wealth increases, so does optimism. Thirteen percent (13%) of
those with $1-5 million in assets expect an increase of more than 10%,
compared to 22% of those with $10 million or more in investable assets.

Expectations For Stock Market Performance in 2008

Total Sample

Boomers

11%

11%
14%
15%

Gen X

$1-5MM

$5-10MM

$10MM+

10

Optimistic
(expect >10%
increase in 2008)

14%

28%
11%
13%
10%
14%
14%
22%

Pessimistic
(expect flat or
negative
performance
in 2008)

Key Findings

Expectations For Stock Market
For millionaires who expected a robust stock market in 2008 (a gain of
more than 10%), three reasons drove their optimism: a decline in
interest rates, strong corporate earnings growth and strong growth in
the U.S. economy. No other reason was a driving factor of their
optimistic outlook.



The top three reasons for optimism were consistent across segments of
millionaires.

Reasons for Optimism About 2008 Stock Market Performance
(Among Respondents Predicting Strong Growth in 2008)

26%

Decline in interest rates
Strong corporate earnings growth

23%

Strong US economic growth

23%
7%

Increase in corporate M&A
Decline in international political tensions
Decline in energy prices

2%

Decline in inflation

2%

Rise of dollar's value

2%

Other

11

5%

10%

Key Findings

Expectations For Stock Market
“Bearish” millionaires (those expecting the stock market to be flat or
decline in 2008) viewed four factors as responsible for dragging down
the stock market: slowing economic growth, deterioration in the U.S.’s
finances, problems in the real estate market, and a decline in the value
of the U.S. dollar.




Among investors expecting slower growth, those on the West Coast, and in
California particularly, were more concerned about problems in the real estate
market.
Younger millionaires (those under age 40 and the Gen X segment) were
significantly more likely to be concerned with inflation than older segments.

Reason for Pessimism About 2008 Stock Market Performance
(Among Respondents Predicting Flat or Negative Growth in 2008)

23%

Slowing economic growth
16%

Deterioration in US finances

13%

Problems in real estate market

11%

Decline in US dollar's value
8%

Rising inflation

6%

Lower corporate earnings
Worsening international crises
Rising energy prices

3%

Rising interest rates

3%

Other

12

5%

13%

Key Findings:
Asset Allocation and
Investment Performance

13

Key Findings

Asset Allocation
Despite the increased market volatility in the latter half of 2007,
millionaires’ asset allocation remained relatively stable—indeed, it has
changed little since 2005. The largest single change has been in
investment real estate, where millionaires’ allocation has been cut in
half in the past two years, from 13% to 6%, due to a decline in asset
values as well as to investment sales.


Over the past two years, high-net-worth households have shifted assets out of
investment real estate and into domestic equities (which have increased from
41% to 45%), international equities, and fixed-income.

Portfolio Asset Allocation Trends

Domestic equities – large companies*

2005

2006

2007

41%

43%

28%

Domestic equities – mid-sized and small
companies*
International equities*
Bonds – municipal bonds**

17%
8%

10%

10%

15%

15%

8%

Bonds – other fixed-income securities**

9%

Cash

14%

13%

12%

Investment real estate

13%

8%

6%

Hedge funds

1%

1%

1%

Private equity

4%

6%

5%

Commodities***

4%

2%

1%

2%

3%

Other

* Domestic equities were not split in 2005 and 2006.
** Bonds and other fixed income securities were not split in 2005 and 2006.
*** Commodities and “other” were not split in 2005.
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Key Findings

Asset Allocation
While millionaires’ overall asset allocation has not changed significantly
in the past year, decamillionaire investors have been much more active
in adjusting their allocations. This is most likely because they have a
significantly larger allocation to alternative asset classes than other
millionaires, and these asset classes were exceptionally volatile in
2007.




In 2007, decamillionaires significantly reduced their holdings of investment real
estate, private equity, and commodities. In 2006, these three asset classes
comprised 29% of the average decamillionaire’s portfolio; in 2007, that figure
had fallen to 16%.
With the funds freed up from reducing positions in alternative asset classes,
most decamillionaires upped their exposure to domestic equities and fixed
income. The average domestic equity exposure increased from 32% to 40%,
while the average fixed income allocation rose from 11% to 17%.

Decamillionaire Portfolio Asset Allocation – 2006 vs. 2007
INVESTABLE ASSETS
2006
Domestic Equities - Large Cos.
Domestic Equities - Mid-Small Cos.
Intl Equities
Muni Bonds
Other fixed income securities
Cash
Investment Real Estate
Hedge funds
Private Equity
Commodities
Other

15

32%
8%
11%
15%
13%
2%
11%
5%
3%

2007
26%
14%
6%
8%
9%
15%
7%
3%
7%
2%
3%

+/+8%
-2%
+6%
-6%
+1%
-4%
-3%
-

Key Findings

Asset Allocation
On average, Generation X millionaires exhibit a more sophisticated
asset allocation than their older counterparts, with a significantly
greater proportion of assets in alternative asset classes, and a
corresponding lower allocation to traditional asset classes.


GenX households have 23% of their assets in alternatives (investment
real estate, private equity, hedge funds, and commodities), compared with
13% for Baby Boomers and 10% for Silent Generation millionaires.

Allocation to Alternative Asset Classes, by Generation
14%
9%
7%

6%
4%

Investment Real Estate

6%

Alternative Investments
(Private Equity, Hedge Funds,
Commodities)

Allocation to Traditional Asset Classes, by Generation
45% 46%
37%

17%

20%

10%

Domestic Equities

Gen X (28-42)

16

Fixed Income Securities

Boomers (43-61)

Silent Gen (62+)

Key Findings

Asset Allocation
Millionaire investors anticipated very few changes in their asset
allocation for 2008.


Across segments of millionaires, the same pattern is true. Plans for asset
allocation in 2008 looked very similar to actual 2007 allocations.

Asset Allocation of Millionaire Households
Current 2007 vs. Planned 2008
Current
2007

17

Planned
2008

Domestic equities – large companies

28%

27%

Domestic equities – mid-sized and
small companies
International equities
Municipal bonds
Other fixed income securities
Cash
Investment real estate
Hedge funds
Private equity
Commodities
Other

17%

16%

10%
8%
9%
12%
6%
1%
5%
1%
3%

10%
9%
9%
12%
6%
1%
5%
1%
4%

Key Findings

Investment Performance
Millionaires experienced relatively strong investment performance over
the past year. For both traditional and alternative asset classes,
between 75% to 90% reported that returns met or exceeded their
expectations.
Wealthy households were significantly more satisfied with returns on
commodities and international equities than other products, and least
satisfied with the performance of their investment real estate and
hedge funds.


Wealthy Gen X households enjoyed particularly strong performance in some
of their alternative investments:
 60% stated that returns of their hedge fund investments exceeded
expectations
 56% reported that the performance of their private equity investments
exceeded expectations

Experience with Investment Performance in Past Year
Commodities
Private equity
Hedge funds
Investment real estate

Domestic equities – mid-sized and small companies

Far/Somewhat
Exceeded
Expectations

18

48%

41%
38%

41%

36%

11%

Alternative
Investments

25%

36%

55%
39%

14%

22%

43%

32%

International equities
Domestic equities – large companies

40%

47%

50%
50%

Met Expectations

9%
11%

Traditional
Investments

13%

Far/Somewhat
Below Expectations

Key Findings:
Product Awareness and Ownership
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Key Findings

Product Awareness and Ownership
Awareness of many types of newer or specialized investment products
was relatively high. Over 60% of millionaires had previously heard of
high-yield bond, emerging markets, and socially responsible funds.


Product awareness patterns vary by age. Gen X households were more aware
of the less familiar products, such as structured notes (35% aware vs. 22% of
Boomers). Older investors were more aware of the more established products,
such as high-yield bond funds (80% of the Silent Generation were aware, vs.
59% of Gen X investors).

As with product awareness, product ownership varies by age.
Younger, Gen X investors were more likely than Baby Boomers to own
many of the more specialized products, such as:





Managed futures funds (15% Gen X vs. 7% Boomers)
Socially responsible funds (19% Gen X vs. 12% Boomers)
Structured notes (15% Gen X vs. 6% Boomers)
Currency funds (14% Gen X vs. 6% Boomers)
Product Awareness vs. Product Ownership
69%

Emerging markets funds

35%
55%

Exchange-traded funds

22%
46%

Separately managed accounts

22%
37%

Manager-of-manager funds

14%
64%

Socially responsible funds
High yield "junk" bond funds
Currency Funds
Managed future funds
Structured Notes

20

12%
74%
9%
48%
8%
33%
7%

Own product
25%

7%

Aware of product

Key Findings

Product Ownership Trends
Over the past year, several of these newer and/or specialized
investment products have significant increases in ownership among
millionaire households.




Emerging markets funds showed the greatest increase since 2006, from 27% to
35%, as millionaire investors were attracted to the strong performance shown by
emerging markets over the past year.
ETFs, Separately Managed Accounts, and Manager of Managers Funds also
showed sizable increases in ownership, as these products became more widely
accepted as effective vehicles for accessing both traditional and non-traditional
asset classes.

Product Ownership Trends

Emerging Markets Funds
Separately Managed Accounts
Exchange Traded Funds
Manager of Managers Funds
Socially Responsible Investment Funds
High-Yield Bond Funds
Currency Funds
Structured Notes
Managed Futures Funds

21

2006
27%
19%
18%
12%
N/A
11%
N/A
N/A
8%

2007
35%
22%
22%
14%
12%
9%
8%
7%
7%

Key Findings:
Investment Strategy
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Key Findings

Risk Profile

There has been no change in millionaires’ assessment of their risk
profile over the past year. In both 2006 and 2007, almost threequarters of respondents considered themselves moderate risk takers,
and less than 15% considered themselves aggressive investors.






Gen X households were significantly more likely to perceive themselves as
aggressive investors than the Boomer and Silent Generations:
 29% of Gen Xers classified themselves as aggressive, vs. 13% of Baby
Boomers and 7% of the Silent Generation
As in the past, decamillionaires were more willing to take risk than investors with
lower asset levels (29% considered themselves aggressive, compared to only
17% of those with $1-5 million in assets).
Not surprisingly, self-directed investors were more likely to consider themselves
aggressive and than investors who work with professional advisors.
Risk Profile
2006

Aggressive,
12%

Moderate, 71%

23

2007

Conservative,
17%

Aggressive,
13%

Moderate, 70%

Conservative,
18%

Key Findings

Attitudes Toward Investing
With regard to investment styles, most millionaires (66%) classify their
investment style as “buy-and-hold.” Only 12% stated that they are
“active” traders, while the remaining 22% view themselves as adhering
to neither style.


As one might expect, younger millionaires are far more likely to follow active
trading strategies. For millionaires under 40, nearly two in five (38%) classify
themselves as active traders. This percentage drops progressively by age: 15%
for millionaires in their 40s, 11% for those in their 50s, 10% for those in their
60s, and 4% for those 70 or older.



Given that decamillionaires have a relatively aggressive risk profile, it is not
surprising that they are more likely to be active traders (21%) than investors in
the $1-$5 million segment (11%).

Investment Styles: Buy-and-Hold vs. Active Trading

Neither an active trader nor
a buy-and-hold investor

22%

Follow an active
trading strategy

24

12%

66%

Follow a buy-and-hold
strategy

Key Findings

Attitudes Toward Investing
Millionaires were almost evenly split in the debate between “active” and
“passive” investing, with 37% taking the side of active management,
34% taking the side of passive management, and 29% taking no side
at all.


There was a notable correlation between how one uses advisors and one’s
views on active vs. passive management. Self-directed* investors were far
more likely to be proponents of passive management (44%) than active
management (15%).



Similarly, advisor-directed* investors (i.e., those who rely almost entirely on
professional advisors when making investment decisions) were twice as likely
to favor active management (54%) over passive management (27%).
Investment Styles: Active vs. Passive

Favor investing with
"active" managers

Favor neither “active” nor
"passive” investments

29%

37%

34%
Favor investing in "passively"
managed products

60%
50%
40%
30%
20%
10%
0%

Favor Active Mgmt.
Favor Passive Mgmt.

Advisor- Advisor
Directed* Assisted*

Special
Events*

SelfDirected*

*For an explanation of the terminology regarding use of advisors, see page 28.
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Attitudes Toward Investing
A majority of millionaires (59%) viewed themselves as neither “growth”
nor “value” investors.


There were some modest differences among investor segments, with selfdirected investors having a stronger preference for “value” strategies than
advisor-directed investors (38% vs. 20%, respectively).



GenX millionaires were more likely than either Baby Boomers or Silent
Generation millionaires to take a stance with regard to “value” and “growth.”
Only 27% of GenX millionaires did not favor either “growth” or “value,”
compared with 58% of Baby Boomers and 70% of Silent Generation
respondents.

Investment Styles: Value vs. Growth

Bias toward “growth” style

14%

Bias toward “value” style

26

27%

59%

No bias toward either
“growth” or “value”

Key Findings:
Advisors and Advice
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Key Findings

Advisors and Advice
The most common major financial events that millionaire households
expect to occur in the next three years are retirement, roll over of a
retirement account, and paying for a child’s education.


Baby Boomers were more likely than other generations to be facing a triple
financial threat of impending retirement, college education, and care of a
parent or relative.

Retirement, rolling over a retirement account, selling or starting a
business, and receiving an inheritance were the biggest triggers for
millionaires to seek professional advice.


Of those who expected any of these three events to occur in the near future,
between 50% and 70% expected to seek advice from a professional financial
advisor.
Financial Events Expected in Next 3 Years

Retirement of self or spouse
Roll over a retirement account
Pay for child's or grandchild's
education
Responsible for care of elderly
parent or relative
Exercise employer stock options
Receive an inheritance or trust
distribution
Change jobs
Receive a lump sum retirement
distribution
Start a business or partnership
Sell a business or partnership
Marry
Birth of a child
None of the above

28

Expect to
Occur?

Expect to Seek
Professional
Advice?

23%
18%

60%
58%

17%

30%

12%

25%

11%

39%

10%
8%

55%
14%

6%
5%
5%
3%
3%
24%

59%
60%
72%
30%
39%
NA

Key Findings

Advisors and Advice
Befitting their complex financial affairs, the majority of millionaire
households can be described as “collaborative” investors, meaning
they prefer to work together with their advisors in some fashion rather
than delegate everything to them or do it all themselves. Over the past
two years, millionaires’ orientation has shifted modestly away from
collaboration toward a greater reliance on advisors.


Gen X millionaires are more collaborative with their investment advisors than
older generations. Sixty-one percent of Gen X millionaires prefer to collaborate
with advisors (“advisor assisted” and “special needs”). Only 50 percent of
Boomers and 53 percent of millionaires in the Silent Generation prefer to work
together with advisors when making investment decisions.

Orientation Towards Advice

21%

24%

34%

33%

58%

33%

56%

52%

24%

23%

19%

21%

20%

21%

2005

2006

2007

Advisor
Directed

29

27%

Advisor
Assisted

Special
Needs

SelfDirected

Key Findings

Advisors and Advice
Consistent with the past two years, about one-third of millionaire investors
consider “themselves” to be their principal investment advisor. The top two
advisor channels were brokers/investment advisors (31%) and financial
planners (19%). Advisor usage has remained very stable since 2005. There
was little variation in advisor usage by age or level of wealth, but, as one
might expect, the advice orientation of the household had a major impact on
who is used as the primary advisor:







Advisor-directed investors preferred brokers/investment advisors (49%), financial
planners (30%) and portfolio managers (14%).
Advisor assisted investors preferred brokers/investment advisors (46%) and
financial planners (27%).
Those using advisors for special needs relied first on themselves for advice
(66%), followed by brokers/investment advisors (11%).
91% of self-directed investors considered themselves as their primary advisor.
Primary Advisor for Investments

30

PRIMARY ADVISOR CHANNEL

2005

2006

2007

MYSELF (NO PRIMARY ADVISOR)

36%

33%

35%

BROKER / INVESTMENT ADVISOR

27%

30%

31%

FINANCIAL PLANNER

22%

19%

19%

PORTFOLIO MANAGER

5%

7%

6%

FRIEND OR RELATIVE

4%

3%

3%

PRIVATE BANKER/BANKER

3%

4%

2%

ACCOUNTANT

2%

2%

2%

TRUST ADMINISTRATOR

1%

1%

1%

ATTORNEY

1%

1%

<1%

Key Findings

Advisors and Advice
Despite the range of services offered by many financial advisors, and the
complexity of needs of high net worth households, stock, bond and mutual
fund selection has remained the most utilized advisory service by
millionaires over the past year.


Many more millionaires sought retirement planning advice in 2007 than in the
prior year (38% vs. 23%)—an increase that can be attributed to the large
numbers of Baby Boomers approaching retirement and the greater attention this
issue is now receiving in the press.



The youngest millionaires (< age 40) were more likely than their counterparts to
have sought advice on using philanthropic vehicles (15%), developing a strategy
for funding their children’s education (24%), selecting alternative investments
(16%), selecting insurance (18%), and buying or selling a business (12%).

Types of Advice Sought in Past Year
Selecting stocks, bonds, mutual funds

46%

Planning for retirement

38%

Implementing strategies to reduce taxes

29%

Establishing asset allocation strategy

26%

Establishing estate plan/asset transition

20%

Creating a financial plan

18%

Selecting insurance for financial goals
Strategies for education funding
Selecting alternative investments
Buy/sell a business
Using philanthropic vehicles
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10%
9%
7%
6%
5%

Key Findings

Advisors and Advice
When making decisions about investing, millionaires most commonly
obtain the relevant investment information from their principal advisor,
followed by financial websites.


Use of financial websites was consistent across generations, with the
Silent Generation and Baby Boomers just as likely as Gen X millionaires
to consult them when making investment decisions.

Sources of Investment Information
Percent of Millionaires Who Consulted Source in Past Year

62%
60%

Principal advisor
45%
47%

Financial Websites

42%
42%

Newspapers and magazines
29%
25%

Company annual reports
Investment newsletters

26%
24%

Equity analyst reports

26%
21%
15%
18%

Friends and relatives
Other professional advisors

16%
14%

TV / Radio

16%
13%

None of these
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5%
6%

2007

2006

Key Findings

Advisors and Advice
Which source of information served as the most important one when making
investment decisions differed considerably by orientation towards advice.

 A large majority of advisor-directed and advisor-assisted investors (94% and
80%, respectively) cited their principal advisor as the most important source
of information consulted when making investment decisions.
 Self-directed and special needs-oriented investors were far less likely to cite
their principal advisor as their most important source of investment
information, as one would expect. Instead, these segments were much more
likely to view financial websites as their most important source of investment
information (cited by 42% and 34%, respectively).

Most Important Source of Investment Information
By Orientation Towards Advice

Principal Advisor

Advisor
Directed
94%

Financial Websites
1%
Newspapers and Magazines <1%
Company Annual Reports
1%
Investment Newsletters
<1%
Equity Analyst Reports
1%
Friends and Relatives
<1%
Other Professional Advisors
1%
TV/Radio
0%
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Most Important Source
Advisor
Special
Self
Assisted
Needs Directed
80%
21%
2%
6%
2%
4%
1%
4%
1%
2%
0%

34%
10%
8%
11%
6%
6%
4%
0%

42%
19%
11%
11%
7%
6%
1%
2%
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Key Findings

Philanthropy
In 2006, millionaires donated an average of $11,000 to charitable or
philanthropic causes. This represents a decline of 37 percent from the
prior year, when millionaires on average gave over $17,000. This
decline is likely explained by the unusually high level of giving in 2005
in response to the Southeast Asian tsunami and Hurricane Katrina.
 The decline in charitable giving was less notable among wealthier
households. Between 2005 and 2006, decamillionaires and pentamillionaires
(those with $5 million or more of investable assets) reduced their charitable
donations by 23%.

Average Charitable Donations By Wealth Segment
(000s)
$46.4

Donations in 2005
Donations in 2006

$35.9
$29.7
$22.9
$17.4

$12.7

$11.0

$8.1

Total Market
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$10MM+

$5MM-$9.9MM

$1MM-$4.9MM

Key Findings

Philanthropy
Millionaires report that their overall giving in 2007 will, on average, be
on par with that in 2006, while they expect to increase their giving
slightly in 2008.
 Gen X millionaires are much more philanthropically inclined than their older
counterparts. Wealthy Gen X households, on average, gave nearly $20,000
in 2006—approximately twice as much as Baby Boomers ($10,300) and
Silent Generation millionaires ($9,600).
 Gen X millionaires plan to increase their giving modestly in both 2007 and
2008, unlike older high-net-worth households, who expect their giving in 2008
to remain at approximately the same levels as 2006 and 2007.

Average Annual Donations By Wealth Segment
(000s)

$19.8

$21.0

$11.0 $11.0 $11.4

Total Market

2006 Donations
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$22.0

$10.3 $10.4 $10.4

GenX

Baby Boomers

2007 Donations (Est.)

$9.6

$9.0

$9.7

Silent Generation

2008 Donations (Proj.)

Key Findings

Philanthropy
More than three-quarters of the organizations that millionaires gave to
in 2007 had received donations from them regularly in the past. Only
7% of the recipient organizations in 2007 had no prior giving history
with the donor.


The vast majority of donations of high net worth households go to local
organizations (53%) or national organizations (39%). Only a small percentage of
donations go to international organizations, although anecdotal evidence
suggests that this percentage is on the rise.



Gen X millionaires are more cosmopolitan in their giving than older generations:
14% of the organizations receiving donations from Gen X households operate
internationally, compared with 8% for Baby Boomers and 5% for Silent
Generation millionaires.

Giving History with Recipient
Organization in 2007
Giving to for
first time
In 2007
Given to
on occasion
in the past

7%

Types of Organizations
Receiving Donations in 2007:

International
organizations

8%

15%

Given regularly
to in the past
78%
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National
organizations
39%

Local
organizations
53%

Key Findings

Philanthropy
Millionaire investors have very altruistic motivations for their charitable
giving. By a wide margin, “supporting a cause I personally believe in”
ranked as the most important goal (cited by 42% of respondents),
followed by “making a difference in the community/world” (cited by
18%).






Family-centric motivations for charitable giving—such as honoring a loved
one or creating a legacy for oneself or a one’s family—were rarely cited as
the most important philanthropic goal.
Gen X millionaires were different from older millionaires precisely in being
more motivated to engage in philanthropy in order to accomplish familyrelated goals.
For example, 15% of Gen X millionaires stated that creating a lasting
legacy for themselves or their family was their main goal in charitable
giving (compared with 4% of older millionaires), and 12% stated that
honoring a loved one was their primary goal (compared with 5% of older
millionaires).
Main Goal in Charitable Giving

Support a cause I personally believe in

42%

Make a difference in community/w orld

18%

Help those less fortunate than I

13%

Reduce taxes

Honor a loved one/family member

6%

Creaing a lasting legacy for myself/my family

5%

Give back to communities that have supported my
personal/business endeavors

4%

Help my children develop appreciation of
philanthropy
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11%

1%

Key Findings

Philanthropy
Most millionaires contribute their time as well as their money to charity.
Only 20% will not do any volunteer work in 2007, and over one-quarter
expect to spend more than 100 hours over the course of the year.


Volunteer work appears to be on the rise with millionaire households: 22% said
they spent more time volunteering in 2007 than in the prior year, while just 8%
said they spent less time volunteering in 2007.

Comparison of Amount of Volunteer
Work in 2007 to That in 2006

Number of Hours Spent Doing
Volunteer Work in 2007
Much more

20%

None

11-25

11%

Same

26-50

11%

A little less

50-99

100+
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17%

A little more

15%

1-10

5%

Much less

8%

26%

Not sure

64%

7%

1%

5%

Key Findings

Philanthropy
Millionaires’ use of charitable giving vehicles is relatively small. Usage
has remained stable over the past year, although there appears to be a
slight increase in the number of those planning to use these vehicles in
the future.


As in the past, given the complexity of their financial affairs and interest in legacy
planning, decamillionaires made more frequent use of private foundations (16%),
charitable gift annuity trusts (16%), donor-advised funds (13%), and charitable
lead trusts (12%) than the other wealth segments.

Current Use of Giving Vehicles

7%

Charitable remainder
trust

6%

Donor-advised fund

5%

Charitable gift
annuity trust

5%

3%

Charitable lead trust

3%

4%

Donor-advised fund

5%
2006

40

6%

8%

Private foundation

9%

Charitable gift
annuity trust

8%

Charitable remainder
trust

7%

Private foundation

Charitable lead trust

Planned Use of Giving Vehicles

2007

5%

8%
3%

5%
2%

6%
2%
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Key Findings

Estate Planning and Wealth Transfer
Millionaires place a high level of importance on leaving an estate to
their heirs. Overall, about three-quarters viewed it as very or
somewhat important.


Gen X millionaires placed greater importance on leaving an estate to their heirs than
older generations: nearly three in five (58%) agreed that that this was “very
important” to them, compared with less than half of Baby Boomer and Silent
Generation millionaires.

Importance of Leaving an Estate to Heirs

Not at all important
22%
Very important
44%
34%

Somewhat important
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Key Findings

Estate Planning and Wealth Transfer
Most millionaires plan to leave a sizable portion of their estate to
charity—16% on average. Decamillionaires, despite their greater
wealth, intended to give about the same proportion of their estate to
charity as those with fewer assets.


Gen X households are more generous in their intended charitable bequests than
older generations: Gen Xers plan to give 22% of their estate to charity,
compared to 16% of Boomers and 14% of the Silent Generation.

Percent of Estate Intended to Go to Charity
Not sure
100% of
estate
50 - 99%
of estate

12%

None

3%
30%

7%

19%
11 - 49%
of estate
30%

1 - 10%
of estate

Average Percent of Estate Intended to Go to Charity
by Generation
22%
16%

Gen X

43

Baby Boomers

14%

Silent Gen

Key Findings

Estate Planning and Wealth Transfer
The large majority (87%) of millionaire households has a will. Not
surprisingly, the likelihood of having a will increases with age. Only
66% of millionaires under 40 have a will, while 99% of those 70 and
older have a will.


Despite the high incidence of wills—especially among older millionaires—
there is a substantial percentage of millionaires whose wills may be out of
date. Nearly one in four stated that their will was last updated five or more
years ago.

Percentage of Millionaires with a Will, by Age

93%
78%

99%

84%

66%

<40

44

40-49

50-59

60-69

70+

Key Findings

Estate Planning and Wealth Transfer
More than three in four millionaires name a family member as executor
of their estate. After family members, millionaires are most likely to
name a friend or colleague (8%) or an attorney (8%). Just 4% of survey
respondents have named a corporate trustee as executor.


Decamillionaires (60%) and Gen X millionaires (60%) were less likely to have
named a family member as executor. Both were more likely than their
counterparts to have named their attorney as executor (named by 20% of Gen X
households, and 16% of decamillionaires).

Selection of Executor of Estate
Percent of Respondents

77%

Family Member
Friend/Colleague

8%

Attorney

8%

Corporate Trustee
Other Professional
Advisor

45

4%
2%

No Executor Named

1%

Don't Know

1%

Key Findings

Estate Planning and Wealth Transfer
Almost one-half of millionaires (45%) have established a personal trust.
Unsurprisingly, trusts are established primarily for estate planning or
tax planning purposes (cited by 77% and 57% of respondents,
respectively); only 19% set up a trust to safeguard assets from
creditors. Of those who have set up a trust, nearly three in four have
established living trusts. No other type of trust approaches living trusts
in popularity; the second most common type of trust—marital trusts—
have been set up by just 23% of trust households.


There are some notable geographical differences in trust usage. Living trusts,
for example, are most popular on the West Coast (where 88% of trust
households have set up a living trust), and least common in the mid-Atlantic
states (where just 55% of trust households have established one).



Gen X households, in keeping with their strong interest in philanthropy, are
more likely to have established a charitable trust than their older counterparts.
Of Gen X trust households, 27 percent have established a charitable trust,
compared with 10% of Baby Boomers and 9% of the Silent Generation.

Types of Trusts Established by Households That Have Set Up Trusts
Percent of Households Establishing

74%

Living trust
Marital trust

23%
19%

Trust under will
Life insurance
trust

16%
11%

Charitable trust
Other type of trust
Not sure
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10%
6%

Key Findings

Estate Planning and Wealth Transfer
When setting up trusts, high net worth individuals most commonly
name an individual, not a corporate trustee. Individuals are named as
trustee more than 80% of the time; most often, the trustee named is
either a family member (35% of the time), or the individual who set up
the trust him/herself (31% of the time).


Wealthier households, perhaps because of the greater complexity of the
financial issues confronting them, are more likely to use a corporate trustee
than households with less wealth. Of pentamillionaires who have set up a
trust, 27% name a corporate trustee, compared with 16% of other millionaires
with $1 - $5 million in investable assets.

Who is Named as Trustee?
Percent of Households Naming

Friend/
Colleague
My attorney

Other

5%

5%

Family
Member

7%
Trust Co.

Law Firm

35%

7%

9%

31%

Myself
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Key Findings

Retirement
Retirement status among millionaires is nearly evenly split between those
who have never retired and those who are fully or partially retired. Of those
who have retired, nearly three in ten (29%) have re-entered the work force
full-time or part-time.




The much anticipated retirement of the Baby Boom generation will occur primarily
across the next decade: 60% of Boomer millionaires expect to retire within that time
frame.
The survey does reveal some regional differences in attitudes toward work:
Millionaires on the West Coast and in the Mountain West are far more likely to say
they will “never” retire than millionaires in rest of the country (13% for the West Coast
and Mountain West vs. 6% for all other regions of the country)

Retirement Status of Millionaires
Working
Full-Time
8%

Looking for Work
2%

Working
Part-Time
21%
Never
Retired
47%
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Retired
53%

Retired and
Not Working
69%

Key Findings

Retirement
On the whole, millionaires in retirement draw their income from a
diverse range of sources. The largest contributors to income are direct
holdings of stocks and bonds (25%), 401(k) plans and other employersponsored retirement accounts (20%), and individual IRAs (13%).



There were some differences according to level of wealth, as one might expect.
Thanks to a greater incidence of business ownership, pentamillionaires (those
with investable assets of $5 million or more) drew a greater portion of their
income from family businesses (9%) and from stocks and bonds (33%), and
correspondingly less from IRAs (6%).

Sources of Retirement Income
(Among those fully or partially retired)

Other
Real estate

Stocks and bonds
3%

10%

Personal trusts
4%
25%

Family business
4%
Annuities

5%

Income from
employment

7%
20%
10%
13%

Social Security

IRAs

50

Employer-sponsored
retirement accounts
(e.g. 401k, pensions)

Key Findings

Retirement
While well-positioned for a comfortable retirement, millionaire
households nevertheless have a number of concerns about issues or
events that might harm their finances at retirement. The top concerns
continue to be health-related: rapidly rising health care costs (40%) and
the health of individual or spouse (34%).


With a much longer time horizon until retirement than other generations,
Gen X households were significantly more concerned about long-term
issues as rising health costs (46%), tax increases (42%), and the viability of
Social Security and Medicare (34%).

Concerns in Retirement*
2006 vs. 2007

40%
41%

Rapidly rising health-care costs
34%
32%

Health of myself or my spouse

29%
25%

Large increases in taxes
Inflation will eat into savings
Possibility of stock market declines
Financial uncertainty of Social
Security and Medicare
Possibility of ouliving my savings

23%
21%
22%
21%
20%
19%
16%
16%

2007
* Top 2 Box (6 or 7 on a 1 to 7 scale, 7=Extremely concerned;
1=Not at all concerned)
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2006
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Appendix

Demographic Profile

Demographic Profile of Millionaires in America
Millionaires represented in this survey are predominately well educated, middleaged professionals, with average investable assets of $3.6 million. Demographic
highlights of this sample of 1,014 millionaires include:

53

AGE

• 36% are 62 years or older (Silent Generation)
• 53% are between the ages of 43 and 61 (Baby
Boomers)
• 11% are between the ages of 28-42 (Generation X)
• Average age is 57.2 years old

EDUCATION

 81% are college-educated
 Almost half (46%) have a post-graduate degree

OCCUPATION

 The most common occupations are senior
corporate executive (17%) and business
owner/entrepreneur (11%)

HOUSEHOLD
INCOME

 40% have household income over $200,000

INVESTABLE
ASSETS

• 86% have investable assets between $1 and $5
million
• 7% have between $5 and $10 million
• 8% have over $10 million
• Average investable assets of $3.6 million

NET WORTH

• 24% have a total net worth of $5 million or more
• 8% have a total net worth of $10 million or more

About Northern Trust Corporation
Northern Trust Corporation is a leading provider of investment management, asset and fund
administration, fiduciary and banking solutions for corporations, institutions and affluent
individuals worldwide. Northern Trust, a multibank holding company based in Chicago, has
a growing network of 85 offices in 18 U.S. states and has international offices in 13
locations in North America, Europe and the Asia-Pacific region. As of December 31, 2007,
Northern Trust had assets under custody of US$4.1 trillion, and assets under investment
management of US$757.2 billion. Northern Trust, founded in 1889, has earned distinction
as an industry leader in combining high-touch service and expertise with innovative
products and technology. For more information, visit http://www.northerntrust.com.

Legal, Investment and Tax Notice
This information is not intended to be and should not be treated as legal advice, investment
advice or tax advice. Consumers should under no circumstances rely upon this information
as a substitute for obtaining specific legal or tax advice from your own professional legal or
tax advisors.

54

© 2008 Northern Trust Corporation

northerntrust.com

