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What is an annuity?
An annuity is an insurance product issued by an insurance company.

An annuity is the only financial product that
can guarantee to pay you lifetime income.

» Like all insurance products, the ability to
satisfy guarantees is subject to the ciaims-
paying ability of the issuing insurance
company.

» Therefore, the financial strength of the
insurance company is one key element to be
reviewed before making a purchase
decision. However, Variable investments
would be retained by a participant in a
failure scenario

A contract or certificate is issued by the
insurance company that specifies the terms
governing the annuity.

The annuity contract may make multiple investment
options or accounts available.

One or more annuities may be available under an
employer-sponsored retirement plan (or within an IRA
account).

Annuities may be fixed (guaranteed,) fixed indexed,
immediate, or variable
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benefit feature .

Annuities may include two phases — Accumulation
and Retirement Income.




Annuity phases and types

Accumulation Phase

Retirement Income Phase

* Participants put money in while they work.

* Fixed and indexed Annuities - Contributions earn a minimum
rate of interest or credit interest based on the rate of return
of an Index

* Variable Annuities - The rate of return is not guaranteed and
is based on the performance of the underlying investments
in the annuity.

* Participants may be able to transfer money to and from
annuities or within investment/crediting options inside of
the contract

* Some annuities may have restrictions on transfers and
or withdrawals.
* In some cases it may take a period of years to
fully transfer or withdraw.

* Participants take money out when they retire in partial or
systematic withdrawals.

* Income options may include some or all of the following:
* Income for the participant’s life or that of the
participant and a spouse or partner

* Income will never fall below a certain guaranteed
level.

* Income would grow during accumulation phase
both at fixed rate and potentially though
investment returns

* Note: Participants DO NOT give up control of the amount
they’ve invested and accumulated to begin lifetime
income. The decision to take income CAN be revoked.




Variable Annuities, Which Offer the Opportunity to Grow and
Protect Retirement Savings, are Part of the Solution for Many
Consumers

Primary Consumer Concerns about Retirement

= Qutliving their money
*  The impact of market downturns

Fixed Fixed Index
Annuity Annuity

Key consideration for Retirement Investor Mutuai Funds Variable Annuity

Guaranteed lifetime income {without annuitization)
with purchase of guaranteed withdrawal or income v
benefit

Guaranteed death benefit {with lifetime income) v

Protection against falling markets with purchase of v v
guaranteed withdrawal or income benefit

Ability to select investments v

Access to uncapped equity market returns v

Tax deferral v v

-
|




WHY

YOU MAY NEED TO RETHINK HOW YOU
FUND YOUR RETIREMENT

60"
4%

in the early 1980s, around 60% of
companies offered defined benefit

PENSION PLANS.

<

Today, that number is
around 4%.
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SOCIAL SECURITY

is expected to stop paying

benefits in full by the year 2034.

Even if paid in full, the average
payout Is around

16,000
PER YEAR

~barely above the poverty line:

LIFE EXPECTANCY
continues to increase.

257

of 65-year-old couples will have
one spouse live to

AGE 97
OR LATER?

The average working-age

couple in the U.S. has only

5,000

saved for retirement?
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CAN HELP GROW YOUR INCOME- aeese

AND OFFER YOU BENEFITS LIKE MORE THAN retirees receiving income from an annuity are satisfied

with their investment—higher than any other type of

GUARANTEED" INCOME FOR LIFE." ﬂ m—‘_ ;— o investment or retirement savings vehicle.®
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THE PROBLEM OF PERCEPTION: | Variable annuities are long-term,

)/ of Baby Boomers say it is somewhat | tax-deferred investments designed for g O m m
Q o very important to have a source retirement, involve nsks and may lose
of guaranteed lifetime income other | value. Earnings are taxable as ordinary |—| —I— >Z

than Soctal Security _ income when distributed and may
ey be subject to a 10% additional tax if

Yet, ONLY 8% say they would purchase an annuity
providing guaranteed lifebme income.®

MILLION

withdrawn before age 59%. Americans have chosen to

purchase an annuity.’
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Retirement Income — Your Parents vs. You

1983 2013
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Defined Benefit Pension Answers

Investor Questions: Pension Answers:
When can | retire? How
much income will | have if
| retire at that point?

e What if | retire early?

What would happen if |
stopped working today?

You can retire at age 65
and take 60% of your
final salary.

You can take early
retirement at age 55 with
45% of your average salary.

If you leave now, you will
receive $1,500/month at
age 65.




Today's Answers

Investor Questions: Today’s Answers:

When can | retire? How
much income will | have if
| retire at that point?

e What if | retire early?

What would happen if |
retired today/in 5 years/in
10 years?

000 ©

Account balances, retums, weighled Index and Sharpe Ratic are hypothetical for Lhs illustration.

Your account balances:
Stock fund: $23,948

Bond fund: $16,418

Other: $11,218

Total: $41,548

Return this period: 3.2%

Weighted index: 4.31%

Sharpe Ratio: 0.510




What'’s So Special About Retirement Income?

{Retirement] Investment decisions are
now focused on the value of funds... and
how volatile those returns are. Yet the
primary concern of the saver remains...
Will | have sufficient income in
retirement to live comfortably?

The only way to avoid a catastrophe is...
to shift the mindset and metrics from
Robert Merton asset value to income.’

MIT Professor and

Nobel Laureate in Economics

'Roberi C. Merton, Harverd Business Review, "The Crisis in Relirement Planning,” July-August 2014.
*Speaker reference: Qur summasization of Robert C. Merton, Harvard Business Review, "The Crisis in Relirement Planning,” July-August 2014,



Retirees #1 Worry - running out of Money

* 8in 10 consumers say they would purchase an investment product providing
guaranteed lifetime income — even if it cost more than an alternative.

* Only 1in 10 consumers would refuse to consider an annuity recommendation from a
financial advisor.

* 3 in 4 consumers age 35-44 say they would be very or somewhat interested in a
financial product providing a greater amount of lifetime income than a non-

guaranteed alternative, even if they were unable to access the principal amount.

* One third of advisors report having had two or more clients exhaust their investable
assets.

* More than half of advisors believe at least some of their clients who don’t own
annuities will run out of money during retirement.

The Longuoge of Retirement 2017 - Advisor and Consumer Attitudes Toward Securing Income in Retirement, Jocksen ond Insured Retirement Institute Study {Sep




Sequence of Returns Risk

= Account A
= Account B

Average Annual Rate of Return: 8%
Standard Dewiation: 14.4%
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This chart is hypalhetical. The average annual retum is equal to 8.0% in both scenarics and does nat reflec] the performance of an actual product of account, of the taxes
and other (eas that, if applied, woukd reduce periormance. Perfonmance over tha thme period shows an inverse relabionship between Accounts A and B,



Sequence of Returns Risk

- Account A
- fccount B

Average Annual Rate of Return: 8%
Standard Deviation: 14.4%
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During the distibution phase, each hypolhetical account is adjusted for the annual retum indicaled in the Before Retirement chart, then reduced accovding 1o & 5%
hypothetical withdrawa! at the end of each year. Starting In year two, tha withd | lsin d each year by 3% for an assumed rate of inflation.




Sequence of Returns in History

A 70/30 Stock/Bond portfolio grows from
$100,000 to over $300,000 from 1997-2014.1

70/30 Portfolio 1997-2014
350,000.00

300,000 00
253,000.00
200,000.00
150,000.00
100,000 00

50.00000

Chart Source: 70% MSCI World Index, 30% Bank of America Merril Lynch U.5. Treasury Index.

The MSC! World Index is a broad global equity benchmark thal represents lasge and mid-cap equity performance across 23 developed markets countries. The MSCI World
Index is un ged and not available for direct invesiment. Tha Bank of Ametica Menill Lynch LS. Treasury Index is an unmanaged Index thal tracks the perfonmmance of tha
divact sovereign debl of tha .S, Gov and is nat available for direct | Past performance is no guarantee of future results.

'Speaker reference: James M. Sanford, Chicago Tiibune, “Tha Strong Case Againsi Annuities,” Juna 23, 2018,




Sequence of Returns in History

70/30 Portfolio
($100,000 value, 4%/Year withdrawal adjusted for inflation)?
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.\ 19972013 [l 2000- 2016

$140,000 |

Ending Value
2013: $118,479

$120,000 +
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$40,000 Ending Value
2016: $57,382

$20,000
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' Chart Source: 70% MSC| World Index, 30% Bank of America Menill Lynch U.S. Treasury Index.
._._EZmn_io-&_:acxwmwcaanctaa_onég:ﬂ*?_%:ﬁgaaﬂgﬁuwﬂf&:ﬂ:ﬁssmgnungﬁﬁmgﬁgzﬁn The MSCI World indax is

d and nol avalable for direct Investment. Tha Bank of America Manill Lynch LS. Treasury Index is an unmanaged index thal racks ibe perfommance of the dired sovereign
debt of the L1.S. Gavenment and Is nol avaliable for dired! investment. This chart is hypothetical, for iftustrative purposes only. Past performancs is no guarantee of future results.




Retiring at the Wrong Time

...Markets don't have to go down and stay down to ruin your
retirement. All you need is a bear market at the wrong time,
and the sustainability of your income can be cut in half.?

- Moshe A. Milevsky, Ph.D.
"Confessions of a VA Critic”

Moshae A. Milevsky, Research Magazine, "Confessions of a VA Critic,” January 1, 2007.



Longevity Risk is HANDS DOWN the #1 Risk in
Retirement!

Why? Because it is NOT just a Risk. It is a RISK
MULTIPLIER of the other Risks!

Longevity Risk Long-Term Care Risk

Deflation Risk Mortality Risk {Death)
Market Risk Inflation Risk

Withdrawal Rate Risk
Sequence of Returns Risk




The New Reality

Chance of Success over 30-Year Retirement!
Stock / Bond% Mix
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5% ; | j - -
6%
7%
8%

More Likely Less Likely

"Wedls Fargo, "Withdrawal Rales and Your Retiremeni,” 2015,
Speaker miprence; Michael Finke, Wade D. Pfau, David M. Blanchetl, "The 4% Rula is Not Safe in 8 Low-Yield Workd,” January 2013.



The Big Question: Can we design a plan where “failure” is
still an acceptable retirement?

“Failure” Scenario
without an Annuity

. Non-Guaranteed Income

Portfolio Value

- Social Security

Time

“Failure” Scenario
with Annuity

. Non-Guaranteed Income

. Annuity

- Social Security

Portfolio Value

Tirme

Chast source: [bbotson, 20186.

Thesa hypothetical axamplas are for llustrative purposes only and are nol representative of the future performance of any product, Past performance I8 no guarantes of future results.
Guarantees am: backed by the claims-paying ebility of the iSsuing nswance company.

Annutties am long-term, tax-deferred vehicles designed for retirement. Variable annuities involve investmen risks and may losa value. Eamings are taxable as ordinary income when
distributed and may ba subject 10 a 10% additlonal tax if withdrawn before age 59%.



All of these researchers agree that life annuities
are a legitimate and core product for the optimal
retirement portfolio.

- Moshe A. Milevsky, PhD

Annuities provide options that may not be available in other
investment vehicles.

» Annuities can provide a guaranteed lifetime income.
« Annuities can guarantee a return of premium.

» Annuities can provide a guaranteed death benefit to your beneficiaries.

Guaranless are backed by the claims-paying abilily of the issuing insurance company and do nol apply o the pnncipal amount or investment petformance of the separate
account of its underdying investments.



Q&A

Do annuities have to be “annuitized” in order to provide guaranteed lifetime
income?

Is the decision to purchase an annuity irrevocable?

Why include an annuity into a qualified work sponsored retirement plan,
instead of rolling over assets at separation of service into an annuity?

Why would an annuity be used inside a qualified work sponsored retirement
plan that already has tax deferral?

* Why do | hear that annuities are too expensive?

+ Are annuities too complicated for the average participant to understand?

What happens if the issuer of the annuity encounters financial difficulty?

Are annuities available without surrender charges / holding periods?

Can a participant benefit from investing in similar/same funds within an
annuity if they are incurring a higher cost?

Is there any benefit for a younger participant to begin to fund an annuity
within a qualified work sponsored plan?



