
 

For Advisor Use Only 

The Charles Schwab Corporation is a leading provider of financial services. Through its operating subsidiaries, the company 
provides a full range of wealth management, securities brokerage, banking, money management, custody, and financial advisory 
services to individual investors and independent investment advisors.  
 

 

Highlights:  
With its high-cost funding largely paid down, we anticipate Schwab will pivot to reinvesting maturing securities at higher yields, 
which we expect will largely offset NIM headwinds from Fed Funds cuts. Retail trading activity remains robust, as does margin 
loan utilization. Beyond the improving near-term financial outlook, we’re encouraged by solid trends in NNA and account growth 
and expect Schwab to return substantial capital to shareholders in the coming quarters. All told, we continue to see a path for 
significant EPS growth in 2026 and see upside to Schwab’s current valuation. 
 
Bull Case: 

• Core Metrics Continue Upward Trend – Schwab generated $137.5B in core net new assets (NNA) in the quarter, $7.3B 
above consensus. This was up 44% YoY as the company continues to move past the headwinds from TD Ameritrade 
platform integration. The firm’s TTM NNA growth rate accelerated 10 bp QoQ to 4.7%; Investor Services accelerated 10 
bps QoQ to 4.0% while Advisor Services accelerated 30 bps QoQ to 5.7%. Account growth is also trending higher, with 
annualized new account growth of 5.5%, up from 5.2% in  Q2 ‘25 and 4.2% in Q3 ‘24. 

• Shifting to Offense – After focusing much of its efforts the last few years on integrating TD Ameritrade, Schwab is now 
more fully able to shift to offense. Going on offense with Gen Z clients (which already comprise ~1/3 of new-to-firm 
households in 2025) means launching spot crypto trading in Bitcoin and Ethereum in 1H ‘26; management notes that 
Schwab’s clients currently represent ~20% of spot crypto ETP assets. Another key initiative has been personal lending 
solutions via pledged asset lines. These balances were up 49% YoY, and Schwab has put interest rate swap hedges in 
place to convert the loans’ floating interest rates to fixed. 

• High-Cost-Of-Funding Continues to Decrease – Bank sweep deposits grew roughly $3B organically during the quarter 
and $3B via bulk transfers from TD Bank deposit accounts. With additional cash flow from ongoing maturities from 
Schwab’s securities portfolio, Schwab was able to reduce its high-cost funding to $14.8B at the end of Q3 ’25, versus 
$27.7B at the end of Q2 ‘25 and a peak of $90.2B. Going forward, we anticipate higher-cost funding sources to remain 
in the $5 to $15B range and that Schwab will start to re-invest maturing securities at much higher yields. As a result of 
these tailwinds, as well as elevated margin loan balances and securities lending revenue, Schwab’s net interest margin 
was 2.86% in Q3 ‘25, up from 2.08% in the year-ago period. 

Bear Case: 
• External Shock or Market Meltdown – An extended market could cause investors to lose interest in the equity markets, 

and it is possible that investors could exit their investments in the stock market and move their cash balances to other 
financial institutions that offer marginally higher rates on interest-bearing products. This would lower Schwab's client 
assets and earnings power. 

• Hangover From the TD Ameritrade Acquisition – Anecdotally, it doesn’t seem like any investors like the two large 
oligopoly companies – Schwab and Fidelity. New Entrants could enter the space and take small parts of market share.  

• Increased Regulatory Environments à Payment for Order Flow – Management isn’t comfortable projecting what 
might happen with payment for order flow on the regulatory front. However, the company did provide a couple of 
metrics to frame the discussion. First, it noted that clients receive $6.50 in price improvement for every $1 in order flow 
revenue Schwab receives. Second, it noted that 80% of its order flow revenue comes from trades that were executed 
on exchanges, although given that all options trades are on-exchange, this data point shouldn’t come as a big surprise. 
Nonetheless, increased regulatory scrutiny could cause volatility in the company’s expenses.  
 

Overall Thesis:  
We view Schwab as well-positioned for healthy net new assets (“NNA”) and fee-based revenue growth, a pickup in trading activity, 
and significant potential upside to more normalized earnings with higher rates (both revenue and margin upside). Furthermore, 
in recent years, two significant developments have resulted from intense competition within the discount brokerage sector: first, 
the elimination of trading commissions has increased firms' reliance on cash balance management revenues; and secondly, the 
industry has consolidated into an oligopoly. We believe the Charles Schwab Corporation (SCHW) is particularly well-positioned to 
benefit from the continued growth in wealth management assets, a more disciplined industry, synergies from its Ameritrade 
acquisition, and expected higher margins in the future.  
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Disclosures 
 

Past performance is not indicative of future results. Investing involves risk including the potential loss of principal. This material is 
not financial advice or an offer to sell any product. The actual characteristics with respect to any particular client account will vary 
based on a number of factors including but not limited to: (i) the size of the account; (ii) investment restrictions applicable to the 
account, if any; and (iii) market exigencies at the time of investment. Aptus Capital Advisors, Inc. reserves the right to modify its 
current investment strategies and techniques based on changing market dynamics or client needs. Forward looking statements 
cannot be guaranteed. This is not a recommendation to buy or sell a particular security. There is no assurance that any securities 
discussed herein will remain in an account's portfolio in the time you receive this report or that securities sold have not been 
repurchased. The securities discussed may not represent an account's entire portfolio and in the aggregate may represent only a 
small percentage of an account's portfolio holdings. It should not be assumed that any of the securities transactions, holdings or 
sectors discussed were or will prove to be profitable, or that the investment recommendations or decisions we make in the future 
will be profitable or will equal the investment performance of the securities discussed herein. Information was obtained from third 
party sources which we believe to be reliable but are not guaranteed as to their accuracy or completeness. 
 
This commentary offers generalized research, not personalized investment advice. It is for informational purposes only and does 
not constitute a complete description of our investment services or performance. Nothing in this commentary should be 
interpreted to state or imply that past results are an indication of future investment returns. All investments involve risk and unless 
otherwise stated, are not guaranteed. Be sure to consult with an investment & tax professional before implementing any 
investment strategy. Investing involves risk. Principal loss is possible. 
 
When a page is marked “Advisor Use Only” or “For Institutional Use”, the content is only intended for financial advisors, 
consultants, or existing and prospective institutional investors of Aptus. These materials have not been written or approved for a 
retail audience or use in mind and should not be distributed to retail investors.  Any distribution to retail investors by a 
registered investment adviser may violate the new Marketing Rule under the Investment Advisers Act.  If you choose to utilize or 
cite material we recommend the citation, be presented in context, with similar footnotes in the material and appropriate 
sourcing to Aptus and/or any other author or source references. This is notwithstanding any considerations or customizations 
with regards to your operations, based on your own compliance process, and compliance review with the marketing rule 
effective November 4, 2022. 

Advisory services are offered through Aptus Capital Advisors, LLC, a Registered Investment Adviser registered with the Securities 
and Exchange Commission. Registration does not imply a certain level of skill or training. More information about the advisor, its 
investment strategies and objectives, is included in the firm’s Form ADV Part 2, which can be obtained, at no charge, by calling 
(251) 517-7198. Aptus Capital Advisors, LLC is headquartered in Fairhope, Alabama. ACA-2601-4. 
  


