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The 2012 LIMRA — McKinsey Experienced Financial Advisor Survey

Purpose: to better understand the profile and preferences of experienced (3+ years in tenure) individuals
selling retail insurance, investments and financial services. The results will help organizations provide the

products, services and support that will maximize advisor productivity and strengthen relationships with
their most desired agents and advisors.

Methodology Topics included
= Data collected via an on-line survey and 1. Advisor Profile/Demographics

phone interviews in spring and summer of 2. Product & Client Mix
2012 with nearly 2,000 financial advisors 3. Business Placement Approach
across distribution channels. See details A4 Career Phase
abogt_the study at the end.of the report. 5. Attitudes & Opinions

. Part|C|pa_1nts represent a Wld_e spectrum of 6. Value Proposition
companies and firms, focusing on the 7. Technology
largest firms. ' _ _ _

= Specific criteria for participants included: 8. Compensatlon/Adwsor Economics

9. PracticggModel

— Work full-time selling inSlifance and
financial services

— Have three or more years industry sales

10. Teaming
11. Client Acquisition

experience 12 Retir_ement Advice & Planning
— Meet minimum earnings ;Wesha?/ \jﬁ ) % —
based on their distribution chanrel /, ? X
(-
;/“ r‘ .
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Summary of findings: The economics of financial advisory distribution
appear challenged by prevailing headwinds, but pockets of opportunity
remain for improvement

Key insights from 2012 survey

Sales capacity remains an issue: Advisory sales forces are not only aging without
sufficient plans for transition to the next generation of advisors, but they are also less
satisfied than in previous years, especially in affiliated models

opportunities outweigh compensation by 2x in choice of firm

Four best practices can drive growth: The most productive advisors make better use of
teaming, client specialization, retirement planning and knowledge of client life events

e Advisors seek out growth over higher payouts: Advisors believe better growth

Product mix shifting to investments: Advisors — especially the more productive advisors
— are selling a smaller share of insurance products relative to investments and advisory
solutions

portunity to reevaluate service delivery models: Services being offered to advisors
increased by ~40% over last decade, but many of these services are either not valued
rly delivered

A4

orp

video technology will quadruple in the next 3 years, while social media will more than double

Advisors actively screening carrier partners: While advisors work with 6 insurance

e Advisors keen to introduce new technologies to their practice: Advisor use of Skype/
el carriers on average, there is meaningful churn within this list

ERA ’M .
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OSALES CAPACITY REMAINS AN ISSUE
Across most channels, the majority of experienced?! advisors are over

50 and have significant industry experience

Advisors age 50 and older

Percent by channel

Independent
agent

RIA

Independent
broker dealer

Career agent

Regiona
broker dealer

Wirehouse

Bank

1 Advisors in survey have at least 3+ years of experience in industry

29

47

46

52

58

SOURCE: LIMRA-McKinsey Financial Advisor Survey 2012
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69

65

Advisors with 25+ years industry experience

Percent by channel

Independent
agent

RIA

Independent
broker dealer

Career agent

Regional
broker dealer

Wirehouse

Bank

16

52
37
35
31
25
26
McKinsey & Company |
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OSALES CAPACITY REMAINS AN ISSUE
About 20% to 40% of advisors are within 10 years of retiring or selling their
practices, but more than half have no succession plans

Years to retirement/sale of practice by channel
Percent channel total

39

32
28 3

1to 3 years

4to 6 years

7to 10 years

Career agent Wirehouse Bank Independent Regional Independent RIA
agent BD BD

Percent with
onpan @D O €@ D D D
succession plans

*Insufficient data
*Based on a small sample

SOURCE: LIMRA-McKinsey Financial Advisor Survey 2012
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GSALES CAPACITY REMAINS AN ISSUE
Affiliated advisors are less satisfied than independent advisors and likely
planning to leave in the next 3 years

Advisors very satisfied with their

Advisors likely to leave firm

current firms within 3 years

*Combined into one channel for 2008 survey

SOURCE: LIMRA-McKinsey Financial Advisor Survey 2008, 2012

LIMRA
LM

Regional 70% 0 2012
broker dealer 3% : :
= Satisfaction among
70% 4% advisors is
RIA 1% significantly higher
in all independent
Independent 66% 1% channels
agent 0 .
2% Fewer independent
506 advisors are
IBD 64% 100 planning to leave
0 o o o
R T T DT - their firms than in
, :
I 0 2008, unlike the
, Career 53% 3% : d
1 agent 5% I Career an
! ! wirehouse
! . 7% I channels, where
,  Bank 4% 6% ! more advisors now
|
| ! plan to depart
1 ( 5%* 1
: Wirehouse 33% |
, 7% !
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Summary of findings: The economics of financial advisory distribution
appear challenged by prevailing headwinds, but pockets of opportunity
remain for improvement

Key insights from 2012 survey

o

- have increased by ~40% over last decade, but many of these services are either not valued

Sales capacity remains an issue: Advisory sales forces are not only aging without
sufficient plans for transition to the next generation of advisors, but they are also less
satisfied than in previous years, especially in affiliated models

Advisors seek out growth over higher payouts: Advisors believe better growth
opportunities outweigh compensation by 2x in choice of firm

Four best practices can drive growth: The most productive advisors make better use of
teaming, client specialization, retirement planning and knowledge of client life events

Product mix shifting to investments: Advisors — especially the more productive advisors
— are selling a smaller share of insurance products relative to investments and advisory
solutions

pportunity to reevaluate service delivery models: Services being offered to advisors

orp grly delivered

Advisors keen to introduce new technologies to their practice: Advisor use of Skype/
video technology will quadruple in the next 3 years, while social media will more than double

Advisors actively screening carrier partners: While advisors work with 6 insurance
carriers on average, there is meaningful churn within this list

McKinsey & Company | 6



@ADVISORS SEEK OUT GROWTH OVER HIGHER PAYOUTS
Growth opportunities and company culture are the most important factors
in advisors’ selection of firm — compensation is high but not most critical

Percent

Reasons advisors state for remainin Reasons advisors state for leaving their firm

with their firm

Believe there is no better 57 Believe there is better 27
growth opportunity opportunity for growth
Like the culture 14 Do not like culture 25
Satisfied with compensation 13 Unhappy with 13
compensation

Happy with brand/ 12 Unhappy with managers/ 10
reputation staff
Happy with services Attractive compensation

) 12 6
provided package

. Unhappy with services

Happy with managers/staff 5 or technology 6
Restricted by a retention 4 Unhappy with brand/ >
package reputation
Other 13 Other 12

SOURCE: LIMRA-McKinsey Financial Advisor Survey 2012

LMA -
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QADVISORS SEEK OUT GROWTH OVER HIGHER PAYOUTS
Only 2% of advisors say they would “absolutely” leave their current firm if
their compensation were decreased by 2% of gross income

Advisors who would probably or absolutely leave their firm
in the next three years...
Percent of advisors

11
1 7
| would probably leave
my current firm” 9
5
“I would absolutely leave
my current firm” 2 2
If your compensation If your compensation
decreased by 1% of decreased by 2% of
gross revenue gross revenue

SOURCE: LIMRA-McKinsey Financial Advisor Survey 2012
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Summary of findings: The economics of financial advisory distribution
appear challenged by prevailing headwinds, but pockets of opportunity
remain for improvement

Key insights from 2012 survey

Sales capacity remains an issue: Advisory sales forces are not only aging without
sufficient plans for transition to the next generation of advisors, but they are also less
satisfied than in previous years, especially in affiliated models

opportunities outweigh compensation by 2x in choice of firm

Four best practices can drive growth: The most productive advisors make better use of
teaming, client specialization, retirement planning and knowledge of client life events

e Advisors seek out growth over higher payouts: Advisors believe better growth

\° Product mix shifting to investments: Advisors — especially the more productive advisors
— are selling a smaller share of insurance products relative to investments and advisory
solutions

portunity to reevaluate service delivery models: Services being offered to advisors
e - have increased by ~40% over last decade, but many of these services are either not valued
or poorly delivered

I

L

Advisors keen to introduce new technologies to their practice: Advisor use of Skype/
video technology will quadruple in the next 3 years, social media to more than double

Advisors actively screening carrier partners: While advisors work with 6 insurance
carriers on average, there is meaningful churn within this list

LMA -
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9 FOUR BEST PRACTICES CAN DRIVE GROWTH

Experienced advisor production has increased since 2009

2009-2011 growth in gross income from sales of insurance
and financial services products, self-reported by advisors

Percent CAGR

Bank

RIA

Independent broker dealer

Full service broker dealer

Wirehouse

Career insurance

Independent insurance 5

SOURCE: LIMRA-McKinsey Financial Advisor Survey 2012

LIMRA
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12

11

10

17

18

2007-2009
Percent CAGR
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eFOUR BEST PRACTICES CAN DRIVE GROWTH
Advisors report several reasons for increases in their production,
including more clients and higher average sales

Primary reason

Top 2 reasons cited by experienced advisors for growth in Secondary reason
gross income
Percent

* Of those who experienced

"I have more clients" 48 16 64 an increase in income
from 2009 to 2011, almost
half said the main reason

24 33 57 was an increase in clients.
More than half stated that
higher average sales

"Average sale is of
a higher value"

"| serve wealthier clients" 16 25 41 value is one of the top two
reasons for their increase
In income.

"I sell a broader range 3 17 25 Market/economic

of products” conditions are cited as the

"My compensation plan has most important cause of

changed to provide 347 decreasing income for

more payout" 50% of agents who
experienced a decrease

"l leverage more sales 56 from 2009 to 2011.

experts/wholesalers"

AN
1

SOURCE: LIMRA-McKinsey Financial Advisor Survey 2012

BEA ’;;M .
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9 FOUR BEST PRACTICES CAN DRIVE GROWTH
Four best practices can drive advisor productivity higher
by more than 30%

Potential annual production gains for

Productivity driver? Practice advisor grossing $200,000 per year3
Teaming/partnering? Regularly partnering with
other advisors $30,000
Client specialization Targeting specific client $26.000
segments ’
Retirement planning for Creating retirement plans
pre-retirees for additional 30% of $9,600
clients
Knowledge of client life Increasing awareness from $7 333
events 5 to 8 life events per client ’

1 Drivers of productivity identified through multivariate regression.

2 Effect holds for those who regularly refer clients with special needs to other professionals, occasionally or regularly conduct joint fieldwork, or are part of a formal sales
team that shares clients, revenue expenses and support.

3 Regressions control for effect of channel affiliation, years of experience, firm tenure, education level and gender on productivity.

SOURCE: LIMRA-McKinsey Financial Advisor Survey 2012

ERA ’M .
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eFOUR BEST PRACTICES CAN DRIVE GROWTH

The percentage of advisors collaborating and teaming has grown since

2008, primarily due to advisors’ desire for growth

Percent

Advisor practice models by type of

collaboration, 2008 vs. 2012

2008
2012
Solo: No partner, 56
no more than one
support staff 44
6

Basic: More than

one support staff
11

Advanced: At
least one other 22
advisor sharing
less than 20% 26
of revenue

Team: At least one 16
other advisor

sharing more than
20% of revenue 20

SOURCE: LIMRA-McKinsey Financial Advisor Survey 2008, 2012

LIMRA
LM

Primary reasons for how advisors’ teams

evolved

Desire to grow my
practice and increase productivity

Evolved naturally from partnering/
joint work with others

Desire to better serve my clients

Necessitated by the growing
complexity of the business

My company sponsored
ateaming initiative

Evolved from a need to find
a successor for my practice
when | retire

Evolved from a need to add a junior
advisor to help manage the practice

Evolved from a need to add
specialized staff to my practice

12

11

25

34

McKinsey & Company | 13




QFOUR BEST PRACTICES CAN DRIVE GROWTH
Forty-three percent of advisors say they specialize in a client segment,
typically focusing on client affluence level or occupation

Advisors who incorporate client specialization Primary dimension advisors use to segment clients

and segmentation into their practice model Percent of advisors citing dimension as a primary criteria
Percent of advisors

Affluence level 40
Occupation 25
43
Age 13
Life event 10
| focus Demographics 4
| serve whatever ononeora
clients are available few customer
in my local market
edian y segments Other 8
gross
income $200,000

$210,000

SOURCE: LIMRA-McKinsey Financial Advisor Survey 2012

LIMRA
LM
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9 FOUR BEST PRACTICES CAN DRIVE GROWTH

Few advisors have provided their clients with formal retirement plans;
those who have are more productive

Average gross income by percentage of clients with formal retirement plans

$000s, 2011
Pre-retirees!? Retirees
373 377 399
303 280 325

<25% of 25-50% of >50% of <25% of 25-50% of >50% of
clients with clients with clients with clients with clients with clients with
retirement retirement retirement retirement retirement retirement
plans plans plans plans plans plans

Average percent of
clients, by segment:

= With formal retirement plan @
= Executing plan @ .

28%

1 Represents pre-retirees age 40-55

SOURCE: LIMRA-McKinsey Financial Advisor Survey 2012

LIMRA
LI
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eFOUR BEST PRACTICES CAN DRIVE GROWTH
Knowledge of client life events correlates with higher productivity,
and many advisors fail to leverage this information

Awareness level of nine key life events by Advisor awareness and proactive reach-
production out to clients by life event
Percent Percent
40 50 60 70 80 90 100 % advisors aware % advisors reached out
Retirement ' ' ' ' . 93
" $500K-1M Retirement 15
DiVOfC?_Or $100K-250K o ”
separation i
p ®  $50K-100K D|vorce'or
separation 16
ermage ; Marriage 77
g 11
Receipt of lump o .
sum of money Receipt of lump 74
sum of money 16
Serious health ¢ Serious health 66
issues issues 15
. . - 66
Birth of a child Birth of a child
16
. 63
Unemployment Unemployment 6

SOURCE: LIMRA-McKinsey Financial Advisor Survey 2012; McKinsey Survey on Consumers, 2012

LIMAA |
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Summary of findings: The economics of financial advisory distribution
appear challenged by prevailing headwinds, but pockets of opportunity
remain for improvement

Key insights from 2012 survey

Sales capacity remains an issue: Advisory sales forces are not only aging without
sufficient plans for transition to the next generation of advisors, but they are also less
satisfied than in previous years, especially in affiliated models

opportunities outweigh compensation by 2x in choice of firm

Four best practices can drive growth: The most productive advisors make better use of

e Advisors seek out growth over higher payouts: Advisors believe better growth
e teaming, client specialization, retirement planning and knowledge of client life events

Product mix shifting to investments: Advisors — especially the more productive advisors
— are selling a smaller share of insurance products relative to investments and advisory

solutions

or poorly delivered

Advisors keen to introduce new technologies to their practice: Advisor use of Skype/
video technology will quadruple in the next 3 years, social media to more than double

Advisors actively screening carrier partners: While advisors work with 6 insurance
carriers on average, there is meaningful churn within this list

McKinsey & Company | 17



ePRODUCT MIX SHIFTING TO INVESTMENTS

Investment products are growing as a share of revenues for

career and independent agents

Product mix 2004 vs. 2012

Percent of total gross revenues

100% —»
Investments, 239
advisory and 30%
other
Insurance 0
77% 70%
2004 2012

SOURCE: LIMRA-McKinsey Financial Advisor Survey 2004, 2012

LIMRA
LI

Product mix by production level

Percent of total sales

100% —
Investments, o
advisory and 20 31%
other
Insurance 73% 69%

41%

59%

Bottom 25% Middle 50%  Top 25%

McKinsey & Company | 18



ePRODUCT MIX SHIFTING TO INVESTMENTS

Investment products are taking share from insurance products as a
percentage of gross revenues for investment-focused advisors 1

Product mix 2004 vs. 2012

Percent of total gross revenues

Product mix by production level

Percent of total sales

100% —
Investments,
advisory and
other
5% 80%
Insurance
25% 20%
2004 2012

100% —»
Investments,
advisory and
other
74%
Insurance
26%

78% 84%

220/0 1 60/0

Bottom 25%

1 Investment-oriented advisors include wirehouse, IBD and regional broker dealers

SOURCE: LIMRA-McKinsey Financial Advisor Survey 2004, 2012

LIMRA
LI

Middle 50%  Top 25%
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@ PRODUCT MIX SHIFTING TO INVESTMENTS

Top two reasons why investment-focused advisors! do not sell

more insurance

"l prefer to focus on investments
as opposed to insurance”

"The sales process
takes too long"

"It takes too long to process
and issue the policies"

"| partner with or refer to someone
who handles insurance”

"l can generate more revenue
selling other products”

1 Advisors with less than 20% of sales from insurance

SOURCE: LIMRA-McKinsey Financial Advisor Survey 2012

LIMRA

27%

26%

19%

18%

62%

McKinsey & Company | 20



Summary of findings: The economics of financial advisory distribution
appear challenged by prevailing headwinds, but pockets of opportunity
remain for improvement

Key insights from 2012 survey

Sales capacity remains an issue: Advisory sales forces are not only aging without
sufficient plans for transition to the next generation of advisors, but they are also less
satisfied than in previous years, especially in affiliated models

Advisors seek out growth over higher payouts: Advisors believe better growth
opportunities outweigh compensation by 2x in choice of firm

Four best practices can drive growth: The most productive advisors make better use of
teaming, client specialization, retirement planning and knowledge of client life events

Product mix shifting to investments: Advisors — especially the more productive advisors
— are selling a smaller share of insurance products relative to investments and advisory
solutions

0000

Opportunity to reevaluate service delivery models: Services being offered to advisors
have increased by ~40% over last decade, but many of these services are either not valued
or poorly delivered

A4

Advisors keen to introduce new technologies to their practice: Advisor use of Skype/
video technology will quadruple in the next 3 years, social media to more than double

Advisors actively screening carrier partners: While advisors work with 6 insurance
carriers on average, there is meaningful churn within this list

|
o |

> o omd
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QOPPORTUNITY TO REEVALUATE SERVICE DELIVERY MODELS
Advisors are receiving about 40% more services than they did in 2004,

but many of these services are not valued

Services provided to affiliated advisors? Advisors’ perception of value of services
Percent of services tracked in survey since provided
2004 Percent
Value service Do not value service
75 . |
67 Training on new products 7% 24
57 @ Tax advice, estate planning, etc. 72 28
Sales training 62 i 38
Leads 58 42
In-house sales support 53 47
Support conducting client seminars 49 i 51
A
2004 2008 2012 Average value: 62%

1 Six services that were consistently asked about over time: sales training; product training; advanced sales support for tax advice, estate planning, special needs;
support from product specialists or wholesalers to assist in closing sale; provision of leads; support in conducting client seminars. Affiliated advisors include Career,
Wirehouse, Bank and Regional Broker Dealer advisors

SOURCE: LIMRA-McKinsey Financial Advisor Survey 2004, 2008, 2012

LIMAA |
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QOPPORTUNITY TO REEVALUATE SERVICE DELIVERY MODELS
Prioritizing which services to provide to advisors is challenging because
advisors say they want support across multiple areas

No one area of support is deemed most critical Advisor reported service quality on a 5-point
Percent of advisors citing area of support scale

the most critical to their practice 5 = best, 1 = worst

Point-of- 20% Point-of- 3.8
sale support sale support '
Technology 19% Technology 34
management management '
Develqpment & 19% Develc_)pment & 3.6
coaching coaching

Remote sales 16% Remote sales 39
support support

Marketing 14% Marketing 33
services services '

New business 12% New business 37
processing processing '

SOURCE: LIMRA-McKinsey Financial Advisor Survey 2012

LIMAA |
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QOPPORTUNITY TO REEVALUATE SERVICE DELIVERY MODELS
Distributors can re-align spending away from services that advisors O vaue

do not value

Advisor evaluation of services they receive for free, Percent advisors

1 Practice
development
& coaching

2 In-person
sales
support

3 Marketing
services

4 Technology
management
& support

5 Remote
sales
support

6 New
business
processing

Training on new products

Sales training (e.g., selling skills, cross selling)
1:1 practice management & consulting support
Coaching on building and growing teams

' Product llustration / scenario analysis tools
Support to close sale from 3rd-party specialists
Support to close sale from own firm’s specialists
SupportconductmgC“entsemmars ......................
Marketing support (e.g., placing & designing ads)
Leads (i.e., names of customers to contact)

. F| nanc|a| pI anmn g tool/sof t Ware ..........................
Support with mobile technology (e.g., tablets)
Support with remote tools (e.g., Skype, WebEXx)
Support leveraging social media

| Product sales desk for detailed questions
Tax advice, estate planning, etc.

| Client financial & retirement planning support

Concierge service / dedicated support team

Guaranteed support times

Proactive/solutions-oriented support

76 ! | 24 |

62 38 |

57 | 43 |

48 [ 2 |
................... - 9|31|

46 | 54 |

53 [ 7 47 |
............ 49|51|

46 | 54 |

58 [T a2 |
....................... - 2|18|

63 1] 37 |

) [ e |

41 | 59 |
..................... 78|22|

72 ] 28 |

75 | 25 |
................... - 9|31|

67 1 33 |

78 | 22 |

Average of valued services: 62%

1 “Value service” rated top 2 boxes out of 5. “Do not value service” rated bottom 3 boxes

AP

SOURCE: 2012 McKinsey — LIMRA Survey of Financial Advisors

|:| Do not value

= 15% to 60% of

provided services
are not valued by
advisors

Remote & in-
person sales
support services
are not valued by
those who receive
them

Distributors may
consider:

— Charging for
services not
valued by many
advisors

— Tailoring service
bundles

McKinsey & Company | 24



@OPPORTUNITY TO REEVALUATE SERVICE DELIVERY MODELS
Firms may be able to charge for some highly valued services

Advisors willing to pay to receive a given value-added service
Percent of advisors who would pay

40

35

30

25

20

15

Coaching support
and training

In-person sales support

0.50 1.00 1.50

Percentage of advisor’s gross income

SOURCE: LIMRA-McKinsey Financial Advisor Survey 2012

ERA ’:’m .
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Summary of findings: The economics of financial advisory distribution
appear challenged by prevailing headwinds, but pockets of opportunity
remain for improvement

Key insights from 2012 survey

Sales capacity remains an issue: Advisory sales forces are not only aging without
sufficient plans for transition to the next generation of advisors, but they are also less
satisfied than in previous years, especially in affiliated models

Advisors seek out growth over higher payouts: Advisors believe better growth
opportunities outweigh compensation by 2x in choice of firm

Four best practices can drive growth: The most productive advisors make better use of
teaming, client specialization, retirement planning and knowledge of client life events

Product mix shifting to investments: Advisors — especially the more productive advisors
— are selling a smaller share of insurance products relative to investments and advisory

solutions
pportunity to reevaluate service delivery models: Services being offered to advisors

- have increased by ~40% over last decade, but many of these services are either not valued
or paorly delivered

0000

,‘.=

A4

Advisors keen to introduce new technologies to their practice: Advisor use of Skype/
video technology will quadruple in the next 3 years, social media to more than double

Advisors actively screening carrier partners: While advisors work with 6 insurance
carriers on average, there is meaningful churn within this list

|
o |

s—@@
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@ADVISORS KEEN TO INTRODUCE NEW TECHNOLOGIES TO THEIR PRACTICE
Advisors say they plan to make more use

of social networking and video conferencing to contact their clients

Use of technology for client acquisition & maintenance is expected to greatly increase

Frequency with which advisors interact with average client using the following methods,
today & 3 years from now

Email
Phone
In person

Fax

1Social

1 .
inetworking
1

\Skype/video
‘conference

Daily or weekly contact

27%
27%

___________________________

SOURCE: LIMRA-McKinsey Financial Advisor Survey 2012

LIMRA
LM

3 years from now

* The number of advisors
who expect to initiate daily
or weekly contact with
their clients via Skype/
video conference is

expected to quadruple in
the next three years

Use of social networking
is expected to more than

McKinsey & Company | 27



@ADVISORS KEEN TO INTRODUCE NEW TECHNOLOGIES TO THEIR PRACTICE
Advisors’ interest in smart phones, tablets and social media is high

Percent B Currently use Would like to use Do not use

Use a smart phone to...

= Access information 18 9
* Obtain quotes while traveling 26 16
* Gather data 32

* Present information 44

= Train or continue education A8

Use a tablet to...

= Access information 28 12
* Obtain quotes while traveling 33 17
* Present information 46 19
* Gather data 47 20
* Train or continue education 52 24

Use social media to...

= Team communication/collaboration 63
= Promoting my practice 63
= Source new clients 66
* Communicate with existing clients 70

SOURCE: LIMRA-McKinsey Financial Advisor Survey 2012

LIMAA |
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Summary of findings: The economics of financial advisory distribution
appear challenged by prevailing headwinds, but pockets of opportunity
remain for improvement

Key insights from 2012 survey

Sales capacity remains an issue: Advisory sales forces are not only aging without
sufficient plans for transition to the next generation of advisors, but they are also less
satisfied than in previous years, especially in affiliated models

Advisors seek out growth over higher payouts: Advisors believe better growth
opportunities outweigh compensation by 2x in choice of firm

teaming, client specialization, retirement planning and knowledge of client life events

Product mix shifting to investments: Advisors — especially the more productive advisors
— are selling a smaller share of insurance products relative to investments and advisory
solutions

pportunity to reevaluate service delivery models: Services being offered to advisors

- have increased by ~40% over last decade, but many of these services are either not valued
orp grly delivered

e Four best practices can drive growth: The most productive advisors make better use of
o

A4

Advisors keen to introduce new technologies to their practice: Advisor use of Skype/
video technology will quadruple in the next 3 years, social media to more than double

Advisors actively screening carrier partners: While advisors work with 6 insurance

carriers on average, there is meaningful churn within this list

ERA ’M .
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eADVISORS ACTIVELY SCREENING CARRIER PARTNERS

Advisors in independent channels are reducing the number of insurance carriers
they do business with, and place about half of their insurance with their top carrier

Number of insurance carriers used to place business 2004 2008 B 2012
13
11
9
8
7
6 6
5 5
Independent agents IBD RIAs

Average percent of

insurance business ———) % @

placed through
primary carrier

SOURCE: LIMRA-McKinsey Financial Advisor Survey 2004, 2008, 2012

LIMAA |
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eADVISORS ACTIVELY SCREENING CARRIER PARTNERS
Advisors in independent channels frequently switch insurance carriers,
mainly due to non-competitive products

Advisors who have stopped writing with at Top reasons advisors cite for dropping

least one carrier in the past 2 years carrier
Percent Percent

Non-competitive 24
47 product line/pricing

Financial instability 13
of the carrier

45

34 Desire to streamline 10
number of companies

Poor customer service

Poor wholesaling support 9

Underwriting issues 4
(e.g., too strict, too slow)
Carrier merger 4
or acquisition
Non-competitive 2
compensation

Independent IBD RIAs
agents Other 25

SOURCE: LIMRA-McKinsey Financial Advisor Survey 2012

LiARA - ;
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eADVISORS ACTIVELY SCREENING CARRIER PARTNERS
There is opportunity to add value by targeting service delivery to
independent advisors! who value the support Quality of service

Average score, 1-5
(Poor = Excellent)

Independent advisors that highly value the service

Percent ranking 4 or 5 on a 5-point scale Source of services From 3
Percent party From firm

Receive Receive fromDo not
from firm3rd party receive

Product illustration/

scenario analysis tools 64 14 4.1 38

Guaranteed

support times 56 £ 219

Supp_or_t from wholesalers or 47 3.9 35

specialists to close a sale

One—on—one_pracnce managemen 16 35 37

and consulting support

Leads 45 3.2 2.9

Support with a1 34 34

mobile technology

Sgpport cqnducting 37 38 35

client seminars

Coaching'on building 34 3.4 35

and growing teams

Support leveraging remote 30 3.3 3.4

media tools (Skype, WebEx)

Support leveraging 3.2 8.8
A . 30

social media

1 Refers to only Independent agents, IBD, and RIAs
SOURCE: LIMRA-McKinsey Financial Advisor Survey 2012

LiARA - -
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For more information

LIMRA McKinsey & Company

Patrick Leary, Assistant Vice President Prashant Gandhi, Partner

860-285-7840 212-446-3985

pleary@limra.com Prashant Gandhi@mckinsey.com
Laura Murach, Associate Director Jordan Solomon, Associate Partner
860-285-7820 212-446-7374

Imurach@limra.com Jordan Solomon@mckinsey.com
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ABOUT THE STUDY

The 2012 LIMRA-McKinsey Financial Advisor Survey surveyed
over 1,900 advisors across six channels

Channel Advisors captured in survey

Career agent

Independent agent

Wirehouse

Regional broker dealer

Total

SOURCE: LIMRA-McKinsey Financial Advisor Survey 2012

LIMRA
LI

654

119

420

349

199
71

105

Examples of companies
captured

Northwestern Mutual, MetLife,
Mass Mutual, Prudential

FSC Securities Corporation,
Transamerica Financial

Morgan Stanley Smith Barney,
Merrill Lynch, Wells Fargo, UBS

LPL, Ameriprise, ING,
Woodbury

Edward Jones, Raymond
James, Oppenheimer, Stifel

Lincoln Investment Planning,
American Portfolios

HSBC Securities, Suntrust,
Banc West Investments, BB&T

1,917
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ABOUT THE STUDY

The 2012 survey covers a broad range of topics critical to improving
distribution economics

Main questions

o Advisor profile/ -
demographics =

9 Product & client mix .

9 Business placement g
approach .

e Technology
e Compensation/ "
advisor economics =

@ Retirement advice & =
planning ]

Age, affiliation, area of expertise insurance/securities licenses and education
Income and AUM evolution (2007,2009,2011)

Age, income and assets mix of clients; mix of business
Reasons for not selling insurance (for investments only advisors)

Primary carrier and percentage of business allocated to it
Change in carriers and reasons behind it

Satisfaction, likeliness to stay or leave current firm and reasons for it
Succession plans and likely successors

Attitudes towards: risk-taking, entrepreneurship, compensation, teaming, product
innovation, ambition, coaching

Evaluation and willingness to pay for practice development support, coaching, external
wholesaling, internal wholesaling, technology, marketing services and new bus. processing

Attitude towards technology innovation
Frequency and reasons for use of smart phones, tablets and social media

Fee/commission structure
Changes in income and reasons for increase/decrease in income

Practice model, size and composition
Time allocation to different activities

Frequency and type of partnering
Reasons for evolving to a teaming model

Degree of specialization in client segments
Sources of client leads

Prevalence of retirement advice and reasons not to provide it
Depth of understanding of clients’ life events

SOURCE: LIMRA-McKinsey Financial Advisor Survey 2012
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Copyright 2012 by LIMRA and McKinsey & Company. All rights reserved. This
material may not be published, reproduced, broadcasted, rewritten, or redistributed
without permission. We are glad to make these materials available to LIMRA
members and McKinsey clients from all over the world. However, in order to protect
our rights with regard to the materials we have created, we request that you abide
by the principles set forth in Copyright Act of 1976 as 17 U.S.C. § 107 and
Intellectual Property Rights Act of 2008 (P.L. 110-403). Your acceptance of this
report therein will constitute your agreement to abide by these terms and conditions
of fair use.

Reproduction of this material for internal home office use is permitted.
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