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Average investor awareness of cost

Cost of financial
investments seem not to
matter to most investors

Client statements

“Please Paul, do not bother me
with these small amounts”

“l know exactly what | am paying”

“lI negotiated extremely hard and
must have one of the best fee
arrangements”

“As long as the performance is ok,
| am happy to pay fees”

ZWEI



A few inconvenient truths about investment cost

unsuccessful investment managers usually apply high fees
managers charge

highly successful managers usually belong to the group of the “least expensive”

Why do we observe this market failure In
the broad field of financial investments?
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Quiz:

In which of these cases would you take immediate action?

Investment case 1

You just discovered that your investment manager, your custody
bank and your financial product provider are hiding fees of 0.75%
p.a. on your CHF 0.5 million portfolio.

Investment case 2

When being billed for replacing all floors and bathrooms in your
house, you notice an agreed discount of CHF 39°000 not having
been granted.



Dissecting investment cost
Cost layers in the financial industry

management fees
custody fees
transaction fees
advisory fees
product fees
margins / spreads

other cost

charges for the management of assets and/or investment advice
safe-keeping and securities administration

brokerage, stock exchange charges and transaction taxes

strategy — manager selection - monitoring

charges built into investment funds and other financial products

trading margins (options, bonds), foreign exchange and margins on loans

specific reports (tax), withholding tax reclaims, account charges
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Transparency features of investment costs

management fees
custody fees
transaction fees
advisory fees
product fees
margins / spreads

other cost

transparent — performance fees not predictable / difficult to check
transparent

transparent — not included: stock exchange charges and taxes
transparent

partially hidden — TER only covers management and administration
hidden

transparent — difficult to track
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The road to cost reductions

Cost do impact your investment performance directly and immediately

Obtain full transparency of all cost — bear in mind that All-In-Fees do not cover all costs.
Avoid being tricked by the “law of small figures” — costs are always important.

When assessin? product cost, the published TER should be multiplied by about 1.5 for defensive
investment contents and ETFs, by about 2 for managed equity products and by about 3 for multi-asset-
class and multi-currency investment schemes.

If self-investing: check your custody bank — the market is at 0.05% p.a. custody fee / CHF 35 ticket fee
Avoid structured products wherever you can (plenty of hidden costs and other risks).

Avoid managed investment funds if you do not have full cost transparency.

Avoid performance fees wherever possible.

For assets above CHF 1°000°000 your true, total charges should not exceed 1% p.a.
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Legal Disclaimer

This report has been prepared and published by ZWEI Wealth Experts AG. This publication is for your information only and is not intended as an offer,
or a solicitation of an offer, to buy or sell any investment or other specific product. The analysis contained herein is based on numerous assumptions.
Different assumptions could result in materially different results. Certain services and products are subject to legal restrictions and cannot be offered
worldwide on an unrestricted basis. Although all information and opinions expressed in this document were obtained from sources believed to be
reliable and in good faith, no representation or warranty, express or implied, is made as to its accuracy or completeness. All information and opinions
indicated are subject to change without notice. Some investments may not be readily realisable if the market in certain securities is illiquid; therefore,
valuing such investments and identifying the risks associated therewith may be difficult or even impossible. Trading and owning futures, options, and all
other derivatives is very risky and therefore requires an extremely high level of risk tolerance. Past performance of an investment is no guarantee for its
future performance. Some investments may be subject to sudden and large falls in value and on realisation you may receive back less than you
invested or may be required to pay more. Changes in foreign exchange rates may have an adverse effect on the price, value or income of an
investment. We are of necessity unable to take into account the particular investment objectives, financial situation and needs of our individual clients
and we recommend that you take financial and/or tax advice as to the implications (including tax liabilities) of investing in any of the products mentioned
herein. ZWEI Wealth Experts AG does not provide tax or legal advice and declines any liability with respect to such matters. This document may not be
reproduced or circulated without the prior authorisation of ZWEI Wealth Experts AG. ZWEI Wealth Experts AG expressly prohibits the distribution and
transfer of this document to third parties for any reason. ZWEI Wealth Experts AG will not be liable for any claims or lawsuits from any third parties
arising from the use or distribution of this document. This report is for distribution only under such circumstances as may be permitted by applicable law.
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