Three Steps to Rapid Testing

Erik Johnson
Marketing Optimization Manager
Behavioral Insights Team



Hi! I’'m Erik.

Marketing Optimization Manager
Morningstar, Inc.

o Hw -

McORNINGSTAR



About Morningstar

|American Funds Growth Fund o... ¥ |Q |  [S&P 500 TR USD. x ~[Q] (9302014 | & -] B a 1. ¥
Portfolio Benchmark Portfolio Date Components  Grouping Layout Export Report Contribution Save ¥
|- Hightights - || Sector || style || Region || Fairvalue || Moat |+ 2
Holdings-Based Style Map Settings [@ME X  Holdings Scatter Plot Settings EJ@ME X
Portfolio Date: |Most Recent Portfolio ~ @ X: | Market Cap(mil) ~ | v: [Total Ret YTD (Daily) ]
- - r e — - - ¥y
Glant > 140, 140 Po
! ] oge
. .
e S R ‘? B ® ’ . = ®
4 . .. > . 0 AAPL
® . H “: i ? P e i ®
.
. .: 0 0 ; o . .
bzl
Large .. SEUX § | |== o 7K 0 70K 140K 210K 280K 350K 420K 490K 560K 630K
e ‘o d ) 70K ) 70K 140K 210K 280K 350K 420K 490K 560K 630K 700K,
ADBE M5 . . N—— - - - — - -
. 't! Morningstar Sector
.
! - b : i Basic Materials ® Communication Services ® Consumer Cyclical
.
Medium —_:_./»1 © Consumer Defensive ® Energy Financial Services
1
. Chart Settings EJ@O X
-
VRSN . ‘  Quantitative Valuation - Monthly 11/30/2014
WwWw 1  Morningstar Sector > Basic Materials, Communication Services, Consumer Cyclical, ...
Small % # of Securities
l&r 100%

&

o .
7 I
‘
Micro ans 50
25%

! ! 0%
Deep Value Core Value Core Core Growth High Growth Basic C Energy Financial Healthcare Industriale  Real T Utilities L
Materials Services Cydlcal Defenslve Services Estate
@ American Funds Growth Fund of Amer A 9/30/2014 Fairly Valued ® Overvalued ® Undervalued

EO &

Morningstar is a leading provider of independent

investment advice, serving millions of people everyday,

around the world:
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We help investors and industry pro?essmnals
overcome behavioral biases.
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Morningstar’s Behavioral Science Advisory
Board
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Leading behavioral researchers from around the
country, working with Morningstar on original
research for peer-reviewed academic publication.
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Three Steps to Rapid Testing

Invest in Tools That Make It Easy
Define a Worthwhile Impact
Rapidly Deploy Graduated Testing
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Get tools and systems in place that make it easy
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What impact is worthwhile?
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Practical Significance

What is the smallest
Impact needed to
make an experiment
worthwhile?

Not seeking to prove
that small
Interventions can
work. Search for big
ones and ignhore
everything else.
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Be strategic

What are your big
problems to solve or
goals to achieve?

What are the metrics
associated with those?

What impact to those
would be worthwhile?
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You don’t need to find one answer
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Do graduated testing to find that impact

TO DO LIST
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Use the smallest sample needed for each test

RESRVI NIRRT Calculate the number
AR L T CRPOEA Wi o~ of participants you
need to distinguish
Sl % that threshold impact
Fe T op e 8 i the test.
L 0N tE Big effects need

e G/ smaller samples, so
run a lot of potentially

high impact tests

N

McORNINGSTAR



Use many experiments for a greater impact

Call to Action Ease of Sign Up
Original: “Start Today” Original: Email to Landing Page
New: “Get My Account” New: Email to Sign Up Page

Result: 42% increase in uptake Result: 36% increase in uptake

Time of Day & Subject Line

Original: “[Company Name] Associates, Introducing a new tool from your 401(k)
plan!” at 11:00AM EST

New: “[Company Name] Associates, Your HelloWallet Account is Ready!” at 10:30AM
EST

Email Header Day of Week

Original: “Free for 401(k) participants” Original: Emails entire week
New: “Free for you as a 401(k) New: Concentrated on Sat. and Sun.

participant” Result: 8.3% increase in uptake
L, .
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Disclosure

©2016 Morningstar, Inc. All rights reserved. For information and/or
llustrative purposes only. Not for public distribution. The Morningstar
name and logo are registered trademarks of Morningstar, Inc.

Morningstar Investment Management LLC is a registered investment
adviser and subsidiary of Morningstar, Inc. The Morningstar® Managed
PortfoliosSM program is offered by Morningstar Investment Services and is
intended for citizens or legal residents of the United States or its
territories. Morningstar Investment Services LLC is a registered
Investment adviser and subsidiary of Morningstar Investment
Management LLC. Portfolio construction and on-going monitoring and
maintenance of the portfolios within the program is provided on
Morningstar Investment Services behalf by Morningstar Investment
Management LLC. This Program can only be offered by a registered
Investment adviser or investment adviser representative.
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Questions? Comments?
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erik.johnson@morningstar.com
linkedin.com/in/erikleejohnson
@erikleejohnson
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