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Opportunities to Build
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Beginner Investors

More Insights from a National Pilot Project

Commonwealth is following more than 800 new investors, mostly Black and Latinx women, over a year in its
groundbreaking national pilot project, Transforming Investor Identity, with support from Nasdaq Foundation’s
New Investor Initiative, and in partnership with three leading investing platforms Ellevest, Public, and Stash. The
insights and actionable guidance that emerge from the pilot will provide the information and tools that platforms
need to transform the investing system and make it a more inclusive opportunity for those who have been historically
excluded. This inclusivity will also give providers tools to improve customer retention and loyalty among new
investors—and the ability to expand their markets in important ways.

This is Commonwealth’s second research brief on this national pilot project. This brief examines how social support
systems can both help and hinder a new investor’s sense of belonging and offers thoughts on how this presents

an opportunity for investing platforms. The first report focused on initial findings about the role of education and
engagement in developing early investor identity. A comprehensive final report and toolkit for this project will be
available in mid-2024.

Introduction

Related research:

Investing in capital markets is a primary wealth-building pathway for = Framework for Inclusive
individuals in the United States. Despite the key role investing can play Investing

in building wealth, participation in capital markets among households s Invest Forward
earning low and moderate incomes (LMI), especially Black, Latinx, and
women-led households, is low. For example, a Commonwealth survey
found that two-thirds of women of color living on LMI are interested

in investing but just one-third are doing it. While the retail investing
industry has made great strides in accessibility over the last decade,
there is a significant opportunity to focus on these demographic
groups by creating a more welcoming and aligned investor experience
so that underrepresented, first-time investors feel actively welcomed
to invest.

m  Transforming Investor
Identity: Early Research.
Insights from a National
Pilot Project

buildcommonwealth.org 1

common


https://buildcommonwealth.org/research/invest-forward/
https://buildcommonwealth.org/research/a-framework-for-inclusive-investing/
https://buildcommonwealth.org/research/a-framework-for-inclusive-investing/
https://buildcommonwealth.org/research/invest-forward/
https://buildcommonwealth.org/research/transforming-investor-identity/
https://buildcommonwealth.org/research/transforming-investor-identity/
https://buildcommonwealth.org/research/transforming-investor-identity/
https://buildcommonwealth.org/research/transforming-investor-identity/

We can fundamentally shift and expand capital market
investing by activating retail investment providers to TRANSFORMING INVESTOR IDENTITY
help build a sense of investor identity among these RESEARCH OVERVIEW

future investors. Investor identity can be understood as
a feeling of belonging in the investing space, in contrast
to the feelings of being an outsider or that investing is
not designed “for me"” which many women reported in
Commonwealth’s earlier research.

Objective: Through understanding
how investor identity develops,
share research-based actionable
guidance to drive platform shifts in

In this brief, we delve into our quantitative and fintech and financial institutions.

qualitative research findings, drawn from interviews
and surveys, that demonstrate the importance of
support and social engagement in forming an identity
as an investor." This builds on our first brief for this
project, published in October 2023, which focused

on the key role engagement and learning play in
developing a sense of belonging in the investing space.

Who: More than 850 participants
enrolled, mostly Black and Latinx
women

Initial Investment: $150 in seed
funding

Early research shows that social interactions can both
help and hinder the development of belonging in new
investors. Conversations with peers at a similar level of
investing experience and interest are a path to building
confidence. However, engagement with people on
either end of the spectrum—little to no investment
experience or deep experience—can result in first-time
investors feeling demotivated or intimidated.

Duration: 10-12 months investing for
each participant

PO ® O

Platforms: Ellevest, Public, Stash

Key insights

1. New investors have little real-life support: 65%
of new investors know two or fewer people

they can talk with about investing; less than of new investors know two or
half (46%) know two or more people who invest fewer people with whom they
themselves; and, only 22% of participants had can talk about investing

been encouraged to invest by their parents or

family members. 46%

2.Having no one to talk to about investing can
decrease a sense of belonging; 24% of new .
investors had a reduced sense of belonging or fewer people who invest
because they didn't feel connected to other themselves
investors whether it was online or offline.

of participants know two

"This second brief includes Cohort 2 participants who were active across three platforms: Ellevest, Public, and
Stash. The first brief published in October 2023 included Cohort 1 participants who were active on two platforms:
Ellevest and Public.
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Investing platforms
are critical to shaping

investor identity

As frontline movers in shaping investor experience, investing fintechs and platforms have significant
opportunities to understand investor identity as part of their overall efforts to make their services and products
more welcoming to new investors who live on LMI. Our goal is to provide these organizations with research to
develop more inclusive investing products and experiences.

Over the last 10 years, platforms have made significant progress in making investing more accessible for
households living on LMI through the reduction of transaction fees, low capital requirements, mobile-friendly
design, and streamlined deposit and withdrawal systems. They have also made significant efforts to include
investor education in their platforms to ensure new investors have the necessary resources to succeed.

And yet, there continues to be an investing gap. People who are both historically underrepresented and have

a desire to start investing often hesitate in part because they do not experience a sense of belonging as they
start their investment journey. This is an opportunity for platforms to understand better how Black and Latinx
women arrive at investing, how many people they can lean into for questions or support, what ideas and
experiences they carry with them, and why hesitation may exist. We believe that tapping into these investor
identity components—Ilike belonging, agency, confidence, knowledge, and social interactions—can better attract
and retain new investors who are earning LMI.
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In-Depth: How Self-
Perception and Social
Connection Develop Identity

Identity is a social concept, and investor identity is no exception. To
have an identity is to think of oneself as belonging to a particular
group and to express this membership through one's behavior. When
beginning any new behavior—whether it's playing an instrument or
managing a team for the first time—there is an initial period of self-
doubt that can either be overcome or confirmed over time. We believe
that cultivating an investor identity is, therefore, an important part of
encouraging productive investing behaviors. Creating opportunities
for identity-reinforcing behaviors is a key design consideration for
platforms looking to make investing more inclusive. For example,
when a first-time investor can share an update on their investment
and receive positive feedback, it can build their confidence and
increase their self-perception as an investor.

The importance of social interaction as a channel through which
identity is developed and expressed has been a clear theme in our
interviews. Yet some social interactions around investing can generate
excitement and feelings of inclusion, while others can make people
feel less connected to the investing community. Based on interviews
with participants, we have identified three key sites of investing-
related social interaction: 1) offline personal relationships; 2) online
engagement with anonymous and often more experienced investors;
and 3) encouragement and judgment-free interactions that reflect
their experience.

Some social interactions can
generate excitement and
feelings of inclusion about
investing, while others can make
people feel less connected to the
investing community.

common

“l wish that my friends
were investors... so that
they could actually
provide me with
practical advice.”

“I currently feel like I'm
doing it on my own. |
don't really have a group
of people around me
that | can talk about this
stuff.”
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For our first-time investors, offline personal relationships can be scarce and
online relationships can be high-risk

In our in-depth interviews with first-time investors living on LMI, we found that one of the contributing factors
to their lack of prior engagement with investing was not just resources, but also social influence. Participants
whose parents or family members had spoken to them about investing when they were younger started

with higher scores on our investor identity scale than those without this early socialization. However, only
22% of participants had been encouraged to invest by their parents or family members—an important
component of the socialization that can support the development of an investor identity.

Many participants did not feel like they had anyone they could talk to about investing offline; at the start of the
pilot nearly one-fifth (19%) of participants had zero people they could talk to, and another one-fifth (19%) had
only one. Overall, 65% of participants had two or fewer people with whom they felt they could discuss
investing.

How many people do you know personally that you could talk to about
investing?

0 people 3 or more people

46%

1-2 people

5%

Not sure

How many people do you know who invest?

0 people 3 or more people

32% —— 9%

1-2 people Not sure
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Those who did talk to others around them about investing
were often met with mixed responses, ranging from tepid
enthusiasm to indifference and even cynical derision. This

can have a discouraging effect, as the social aspect of

investor identity depends on reinforcing that identity through
engagement with others who can feed it. The value we place
on how we are perceived by the people closest to usis a
universal motivator. When we start something new, and are
most vulnerable to criticism, having a safe place to share
an experience can determine whether we continue that
experience or not. In the absence of this support from friends
and family, new investors from underserved communities can
benefit significantly from investing platforms that facilitate this
kind of positive social engagement to support and reinforce
the development of investor identity.

While engaging with people offline who are not interested in
investing can limit the development of an investor identity,
attempting to join online conversations with large anonymous
groups of more experienced investors through investing
platforms and social media can be intimidating. This can
contribute to new investors feeling like outsiders who are

not able to keep up with the conversations of “real investors”
already on platforms. These large forums also often lack a
clear connection to the needs of new investors, who encounter
waves of new information without being clear about how to
make it useful to them. Even with the promise that an online
experience offers to expand horizons and communities, a
quarter (24%) of new investors had a reduced sense of
belonging because they didn’t feel connected to other
investors whether it was online or offline.

This sense of “not having anyone” had longer-term
implications; the data showed that investors who started with
a lower investor identity score in the first six months of the
research were also least likely to cite online engagement as a
helpful resource. In other words, if you start from a place of
not belonging you are less likely to do the activities that could
reverse that.

commonwealth

“[Online] they're just talking
randomly. | don't understand
how that's useful to me. |
can't apply it to my personal
journey. | want a little more.”

“I think one of the issues |
have personally, [is] | need
someone to answer my
guestions in easier terms.”

“[I would like the] opportunity
to ask questions comfortably
and in a safe place, where
everybody is in the beginning
stage together.”
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Communities of peers can provide
places to share and reinforce identity

In between these two extremes, our conversations
with new investors reinforced the value of both
feeling seen and celebrated as well as judgment-
free spaces to confirm their investment decisions
and share their portfolio ups and downs without
fear of embarrassment. New investors yearn for

an opportunity to share their new experiences

and feel celebrated for their decision to start
investing. However, they need support to build their
confidence and explain, in plain language, their
portfolio and performance. They also want to feel
comfortable asking questions without fear of feeling
inadequate. Ideally, they would like to connect with
investing peers with similar backgrounds and levels
of experience, to discuss small-balance portfolios
and first-time investor doubts and concerns.

common

“If | stumble and bump my
head, | would like the buddy
to tell me where | went
wrong.”
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Opportunities for platforms
to support new investor
identity

The identity barriers for first-time investors with an LMI background are both reasonable and reflect the
universal vulnerability that comes from attempting something new in a space that can feel intimidating.
Below are our initial suggestions on these opportunities:

e

S
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Signal to these prospective investors that their experience is included in the
investment community by speaking to them directly in customer acquisition
efforts.

Spark joy and pride, especially in the early days of investing when people are
more vulnerable to critical opinions, by celebrating their decision to begin
something new.

Whether through newsletters, blog posts, or community updates, investment
platforms have different ways to spotlight investor journeys. New investors
with small-balance portfolios need to see their own experience highlighted so
that they don't feel alone.

Create opportunities for identity-reinforcing behaviors. For example, provide
first-time investors the language and context they need to confidently share
an update with their social network. This can solidify their identity as an
investor and further commit them to the investing learning curve.

Provide judgment-free spaces for new investors with LMI
backgrounds to ask questions, mull over decisions, and share
experiences.

Connect new investors to others like themselves to learn in an environment that
suits their level of knowledge and does not make them feel judged or inadequate.

Host or partner with social media influencers in an AMA (“Ask me Anything")
session, inviting questions and concerns.

Generative Al is an exciting opportunity that could give first-time investors a
nonjudgmental sounding board they so eagerly want.
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Conclusion

This second research brief from the Transforming Investor Identity Project highlights some key areas that we
are exploring to develop a set of additional actionable insights that investing platform providers can use to
make the experience more inclusive for new investors from underserved market segments. These findings
should be treated as preliminary and partial and will have further analysis in the final report. The final report
and a related digital toolkit will be able to draw on a year's worth of behavioral data from our partner platforms
to understand how participants’ survey and interview responses relate to their actual behavior. We will also
draw on a large endline survey which will allow us to trace the complete trajectory of attitudes around investing

for our participants.

If you are interested in learning more
about this work or would like to work
with Commonwealth to build a more
inclusive investing system, reach out
to us at info@buildcommonwealth.org
and sign up for our newsletter.
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Commonwealth is a national nonprofit building financial security and opportunity for
financially vulnerable people through innovation and partnerships. Black, Latinx, and
women-led households disproportionately experience financial insecurity due in large part
to longstanding, systemic racism and gender discrimination. Addressing these issues is
critical to Commonwealth’s work of making wealth possible for all. For nearly two decades,
Commonwealth has designed effective innovations, products, and policies enabling over 2
million people to save nearly $8 billion in savings. Commonwealth understands that broad
changes require market players to act. That's why we collaborate with consumers, the
financial services industry, employers, policymakers, and mission-driven organizations. The
solutions we build are grounded in real life, based on our deep understanding of people who
are financially vulnerable and how businesses can best serve them. To learn more, visit us at
www.buildcommonwealth.org.

Driven by Nasdaq's Purpose to advance economic progress for all, the Nasdaq Foundation
works with organizations that promote and support under-resourced communities by
reimagining investor engagement and equipping communities with the financial knowledge
needed to share in the wealth that markets create. To learn more, please visit
www.nasdag.com/nasdaqg-foundation.

This report was made possible by a grant from the Nasdaq Foundation.

Ellevest is an investing and wealth management company built by women, for women that
provides a holistic, modern approach to investing. As the experts in building and managing
women'’s wealth, Ellevest's offerings include digital investing, financial planning, impact
investing, and retirement planning, as well as private wealth management for high net worth
individuals. Founded in 2014 by Sallie Krawcheck and Dr. Sylvia Kwan, Ellevest has $1.6
billion in assets under management, and was named Best Mission-Oriented Investing Service
by Bankrate.

Public is an investing platform where members can build a portfolio of stocks, Treasuries,
ETFs, crypto, and alternative assets—all in one place. With Al-powered deep fundamental
data and custom analysis, Public delivers the context its members need to make better
investment decisions. Public is committed to creating a more transparent investing
experience that is consistently aligned with its members’ best interests. Serving millions of
investors in the US and UK, Public has offices in New York City, London, and Copenhagen.

Stash is an investing app dedicated to empowering people to invest and build better lives.
Stash’s plans—starting at just $3 a month—unlock access to a suite of simple, automated
solutions designed to help people find security and peace of mind through investing. Stash
counts 2M active subscribers who have set aside nearly $3B thanks to regular, automatic
deposits of $30 on average. In 2023, Stash was noted as “Best Personal Finance App” in the
FinTech Breakthrough Awards and Stash’s Smart Portfolio was ranked as the top-performing
overall robo advisor in the past year by Condor Capital.
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