May, 2015

y ;&.
! “"3\’ O L 4 ‘

¥
" Matters of Fact

Consumers, Advisors, and Retirement Decisions
(and Results)

A timely data summary from the LIMRA Secure
Retirement Institute to help our members
plan, respond, and react... with insights about
retirement consumers and their advisor
relationships. :
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NOTE: Throughout
this report, the term
“Advisor” refers to a
paid financial
professional (e.g.
broker, financial
planner or advisor)
used to make at least
some of household
investment decisions.

Contact:

CATHERINE THEROUX
ASSISTANT VICE PRESIDENT
PUBLIC & MEDIA RELATIONS

860-285-7787
CTHEROUX@LIMRA.COM
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Advisors Are Linked to Better Results: Total Retirement Savings

Households that use financial advisors are three times as likely as non-advised
households to have $250,000 or more in retirement savings ... and are more than
twice as likely to have $100,000 or more.

TOTAL AMOUNT SAVED FOR RETIREMENT: HOUSEHOLD

B Work with a Financial Advisor W Don't work with a Financial Advisor

77%

No savings $0-$50,000 $0-$100,000 $100,000+ $250,000+

Source: LIMRA Secure Retirement Institute 2014 Consumer Survey
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Advisors Are Linked to Better Results: In-Plan (DC)

People who engage financial advisors have higher retirement account balances in
employer retirement plans.

AMOUNT SAVED IN EMPLOYER RETIREMENT PLAN

B Work with a Financial Advisor W Don't work with a Financial Advisor

24%

<$1,000 $1,001-$10,000 $10,001-$50,000 $50,001-$100,000 $100,001-$500,000  $500,001-$1 Million $1 Million +

Source: LIMRA Secure Retirement Institute 2014 Consumer Survey
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People With Professionals Are More Engaged in Employer Plans

People who work with financial advisors are more likely (than those who do not) to
participate in their employers’ DC plans. More of those with advisors also demonstrate
“good” behavior — contribute 10 percent or more to their employers' plans (and are
twice as likely to contribute 20 percent or more).

CURRENTLY CONTRIBUTING TO AN EMPLOYER'S PLAN PERCENT OF SALARY CONTRIBUTED TO
EMPLOYER PLAN

M Yes, currently ®Yes, but not now HNo, never
W Work with a Financial Advisor

W Don't work with a Financial Advisor

62%

Don't work with a Financial Advisor 6% 19%

Work with a Financial Advisor

<10% 10%-19.99% 20%+

Source: LIMRA Secure Retirement Institute 2014 Consumer Survey

& © _ & LUMRASECURE RETIREMENT INSTITUTE



20060

People who Consult Professionals Save Regularly for
a Variety of Goals

AdVvisors can also add value OTHER REGULAR SAVINGS

by encouraging C/ients tO B Work with a Financial Advisor B Don't work with a Financial Advisor
SaV.e hO/ISthG//y, nOtjUStfor <etirement (outside of workplace) m)
retirement. For nearly every
listed savings goal (except Education
Vacation), advisors’ clients Specific one-time large purchase (other
. . e . than home)
are significantly more likely
to save on a regular basis Home purchase

compared with people who
don’t consult advisors.

Vacation or travel
Unexpected expenses / rainy day fund 39%
Home improvement

Medical costs

Taxes

Source: LIMRA Secure Retirement Institute 2014 Consumer Survey
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Advisors are Associated with Engagement and Activity

AdViSOI"S can h€/p thEiI" C/ientS PERCENTAGE WHO PARTICIPATE IN SAVING/PLANNING
engage with their own ACTIVITIES...
retirement and financial Iives B Work with a Financial Advisor H Don't work with a Financial Advisor
Peop/e WhO use adwsors are Discussed retirement issues with family, friends 43%
more likely to discuss their and/or colleagues
retirements with a range of Spent time researchifng retirement issues and/or
. .. . information
individuals, from family to
. . / . / i d Discussed retirement issue with a financial 45%
financial professionals; and, to Srofessional
conduct basic planning
aCtiVities SUCh as attending Used an online retirement planning tool

seminars and webinars, and
using planning tools.

Compared investment option costs
Attended a seminar on retirement issues

Attended a webinar on retirement issues

Source: LIMRA Secure Retirement Institute 2014 Consumer Survey
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Using an Advisor Tracks with Increased Engagement

. . ?
Pre-retirees who work with WHICH RETIREMENT PLANNING ACTIVITIES HAVE YOU COMPLETED?

financial professiona/s are B Work with an advisor m Do not work with an advisor
more llkely to CompIEte key Calculated the amount of assets you will have 58%
p/anning activities. available for retirement
Determined what your income will be in 56%
retirement
Determined what your expenses will be in 52%
retirement

Estimated how many years your assets will last in
retirement

Identified the activities you plan to engage in and
their likely costs

None of the above

Source: LIMRA Secure Retirement Institute 2014 Consumer Survey
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IRA and Rollover Decisions Are Not Purely a Function of Fees

Financial professionals/advisors are WHO HAD THE MOST INFLUENCE OVER THE
: . . . ROLLOVER DECISION?*
highly influential in helping individuals
. .. 70%
to make informed rollover decisions.
12% 0
10% 8%
Financial Friendsand  Call centerrep Other
professional family

* Among consumers who are near retirement or recently retired (aged 55 to 70)

and have rolled money from a DC plan into an IRA and spoke with someone
about their decision=

Source: LIMRA Secure Retirement Institute 2014 Rollover Consortium
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People Value Their Advisors

Consumers feel that advisors look out for their best interests, and understand their own
needs and goals.

CONSUMER ASSESSMENT OF FINANCIAL PROFESSIONALS

Assessment Area Percent Agree
Fiduciary Provides excellent value for tlr\;ﬁhcrc:isst/sh erizf\i/?éig 42% 89%
Suitability Understands my entire financial situation 41% 91%
Holistic  Gathered su_fficient _information about my finances 1%

before offering advice or recommending products 929%
Knowledgeable Recommends prgﬂﬁ;ﬁ etf;g’; er;rz 41% 90%
Value Always puts my interests first 42% 90%

B Strongly agree Somewhat agree

Source: Quarterly Consumer Sentiment Q2 2015, LIMRA Secure Retirement Institute.
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Disclosure Does Not Improve Participant Knowledge About Fees

Even after disclosure, most participants think DC plan fees and expenses are reasonable...
but few pay a great deal of attention to disclosure when delivered.

PERCENT WHO AGREE THAT DC PLAN FEES/EXPENSES ARE REASONABLE

No, 29%

Yes, 71%

Source: Deciphering Disclosure, 2013, LIMRA Secure Retirement Institute
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Consumers Want More Education

Many consumers, especially younger ones, say that they need additional guidance on
matters critical to financial security and retirement planning.

AREAS WHERE MORE EDUCATION ON FINANCIAL MATTERS IS NEEDED

45%

41%

37%

35%
32% 31%

26%

29%

279 28% 28% 28%

18%

15%

8%

Investing basics Budgeting Saving advice Asset management  Addressing retirement  Managing or paying
risks down debt
B GenY (18-32) Gen X (33-48) W Baby Boom (49-68) H Silent (69+)

Source: Third Quarter 2013 Consumer Perspectives, LIMRA Secure Retirement Institute.
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A Majority of Consumers Do Not Take an Active Role in
Managing Their Assets

Only 4 in 10 consumers are PERCENTAGE OF PEOPLE WHO ARE VERY INVOLVED WITH MONITORING

. . AND MANAGING THEIR RETIREMENT SAVINGS.
actively engaged in

managing their assets. >
Even among

higher-income consumers,
only 6 in 10 actively manage
their assets.

All Under $50K $50-74.9K S100K+
Household Income

Sources: Financial Triage Assessing Consumer Wellness (2015) and
2014 Consumer Survey, LIMRA Secure Retirement Institute
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“Best Interests” Differ Based on Attitudes and Preferences

Consumers with similar demographic profiles, wealth levels, and lifestyle ambitions may
have very different preferences and financial priorities. Because their attitudes toward
money differ, we developed three consumer segments based on the income solutions
they prefer.

Three money mind-sets:

= Guarantee Seekers — Want to know that their income won’t disappear. Have a floor of lifetime guaranteed income and would be
interested in converting even more of their savings to a pension-like contractual guarantee. Want to spend money without the
day-to-day worry of how long it has to last. Want the peace of mind of a certain outcome.

= Estate Planners — Financially savvy. Understand that equity markets generally out-perform risk-free fixed investments. Can
withstand a little volatility to maximize the potential of investments. Trust their own investment decisions. Want to maintain

personal control over investment decisions and to retain the flexibility to adjust income and spending as needs change over time.

= Asset Protectors — Have been saving money for a long time. Do not want to see savings account balance decrease. Will live off
the interest and dividends of savings, but are uncomfortable invading principal. Don’t want to be “poorer.”

Source: A New Perspective on Retirement Income, 2015, LIMRA Secure Retirement Institute
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Additional Facts and Research Data

= Controlling for household wealth, individuals who work with
paid financial professionals are more likely to have formal,
written retirement plans and to be confident that they are
on track with their retirement savings.

= Confidence in being able to live their desired lifestyle in
retirement is higher among those working with paid financial
professionals, particularly for less-wealthy households.

= Among pre-retiree households with less than $500,000 in
financial assets, there is a significant difference in subjective
levels of retirement preparedness between those who work
with financial professionals and those who do not work with
financial professionals.

= Individuals who work with paid financial professionals are
twice as likely as those not working with paid financial
professionals to say that they had a discussion reviewing the
pros and cons of doing a rollover to an IRA versus leaving the
money in the plan.

= For pre-retirees (aged 55 to 70), the most common reasons
involve consolidation of assets, gaining greater control over
their money, seeking better returns, not wanting to leave
their money with their former employer, and access to a
greater range of investments.

Pre-retirees say their desire for consolidation, better returns,
and control most influenced their rollover decisions. Fees were
not a significant factor.

Seeking lower fees is not a major motivator, regardless of who
had the greatest influence.

Despite regulatory concern over conflicts of interest, 9 in 10
consumers agree that their financial professional always puts
their interests first.

Nine in ten agree that their financial professionals provide
excellent value for the costs associated with their services. This
assessment does not vary based on compensation method.

Half of consumers who work with a financial professional have
worked with their advisor for more than five years.

Two thirds of consumers had a financial professional help with
their rollover decision. Seven in ten consumers say the
discussion they had with the financial professional about the
advantages and disadvantages of the options they could take
with their retirement plan assets was helpful.

LIMRA SECURE RETIREMENT INSTITUTE
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Additional Facts and Research Data (Continued)

= DC participants don’t spend a lot of time reading their
statements. Most people spend less than 10 minutes with
their statements.

= The Institute asked participants about their perceptions of
401(k) fees before and after disclosure. People don’t have
a good grasp of what they were paying, before or after.
Despite receiving a fee disclosure notice, half of DC
participants can not say how much they pay in fees.

= DC participants are generally satisfied with the value
for cost.

= Only one third of consumers have a long-term financial
plan. One in three have a monthly household budget.

= Slightly more than half of consumers have neither. Only 19
percent of consumers have both a short-term budget and
long-term financial plan.
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