GREENWALD & ASSOCIATES

Fourth Annual

2018 GUARANTEED LIFETIME INCOME STUDY (GLIS)

Summary Findings & Charts

This report presents the summary results of the 2018 Guaranteed Lifetime Income Study (GLIS),
conducted by Greenwald & Associates and CANNEX. The study explores attitudes about the value of
guaranteed lifetime income and annuities that guarantee income for life.

The 2018 study marks the 4th annual edition of the study. A parallel study was conducted in Canada in
2015 and 2018 which will be released in the coming months.

Methodology

Information for this study was gathered through 19-minute online interviews with a total of 1,003
consumers ages 55-75 with household assets of at least $100,000, using the Lucid online panel.
Interviewing took place in February 2018.

The final data set was weighted by age, gender, education, and household assets to reflect the
distribution of American consumers in these age ranges.
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The Value of Guaranteed Lifetime Income Continues to Rise

According to the 4™ Annual Guaranteed Lifetime Income Study, the perceived value of guaranteed lifetime income

in retirement continues to grow. The study shows that 73% of respondents now consider guaranteed income as a

highly-valuable addition to Social Security, compared to 61% a year ago.

PERCEIVED VALUE OF GUARANTEED LIFETIME INCOME
IN ADDITION TO SOCIAL SECURITY

(7-Extremely valuable, 1-Not at all valuable)

2018

73%

Highly
Valuable
(6-7)

2017/2016

61%

Highly
Valuable
(6-7)

In fact, among those who report owning a guaranteed lifetime income product, 63% reported being highly satisfied

with the purchase. Peace of mind was the most cited benefit. Three-quarters (73%) said the product is highly

important to their financial security.

However, despite client interest in guaranteed lifetime income products, when the word “annuity” is used a third

express lower interest in the same product. When guaranteed income products are framed in the context of

covering essential expenses, their perceived importance rises, particularly among women.

SATISFACTION WITH PURCHASE AND IMPORTANCE OF GLI PRODUCT AMONG OWNERS

Satisfaction with Purchase of

GLI Product
(7-Extremely Satisfied, 1-Not at all Satisfied)

63%

Highly
Satisfied
(6-7)

Importance of GLI Product to

Financial Security
(7-Extremelyim portant, 1-Not at allim portant)

73%

Highly
Important
(6-7)
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INTEREST IN AN UNNAMED GLI PRODUCT VS. ANNUITY WITH GLI

m 7 - Extremely interested mé 5 4 3 m2 m1-Notatdlinterested m Alreadyown

Unnamed GLI Product 26% 17% 17% -
Annuity with GLI 15% 14% 14% -

32%

Less interest
in ‘annuity’

Consumer Concerns Drive Interest in Guaranteed Lifetime Income

The interest in guaranteed lifetime income (GLI) reflects consumers’ concerns about health care costs and running
out of money in the later stages of retirement. More than half express concern about being able to afford long-
term health care or nursing home expenses (54%) and losing some of their retirement savings in a market
downturn (52%), and 46% are worried about outliving retirement savings. A third of consumers are highly
concerned with affording long-term care and the possibility of losing savings in a market downturn.

FINANCIAL CONCERNS IN RETIREMENT

(% Highly Concerned, 6-7 out of7)

Not being able to afford long ferm care expenses,

such as in-home care or nursing home care 34%
The possibility of losing some of your retirement 33%
savings because of downturns in the stock market °
The possibility of outliving your retirement savings 30%
The value of your retirement savings not keeping 30%
up with inflation °©
Low interest rates not offering a sufficient return on 29%
your fixed investments °
Not earning as much as possible on your 299
investments °
Not having enough money to live comfortably
28%

throughout refrement

Not having extra money on hand in retirement in

the event of an emergency 27%

Not being able to maintain your current standard
of living in retirement

Not having enough money at the end of your life
to leave to family members and/or charities

Not being able to help family members financially
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Belief in Affording Lifestyle Up to Life Expectancy and Beyond

Despite these concerns, the study shows almost 8 in 10 have some degree of confidence in their ability to maintain
their lifestyle in retirement until their self-reported longevity expectation of 85, with around half of respondents
(53%) expressing a high degree of confidence. For those in the lower asset group ($100,000-5249,000) only 43%
have this high level of confidence, but for those with assets in excess of $1 million this rises to 74%. Overall,
respondents’ confidence in being able to maintain their lifestyle throughout retirement drops significantly (to 38%)
if they live five years longer than their expected longevity, and only 31% are highly confident in their ability to
maintain their lifestyle after an additional 10 years.

B | - Not at all confident

CONFIDENCE OF MAINTAINING STANDARD OF LIVING UP TO LIFE EXPECTANCY AND BEYOND

B 7 - Extremely confident m4 5 4 =3 L

Up toreported life

expectancy 29% 25% 25%

Life expectancy + 5 years

CONFIDENCE OF MAINTAINING STANDARD OF LIVING UP TO LIFE EXPECTANCY AND BEYOND
(% Highly Confident, 6-7 out of 7)

Life expectancy + 10 years 17% 13% 16%

Up to life Life expectancy Life expectancy
expectancy + 5 years + 10 years
Al consumers I 537 [ A . 3
Men I 57% — 1% 17
women I | 507% 357 N 30%
$100k-$249K I 43% - 27 [ WA
nesrs 25065499 6% 327 [ A
$500k-$999K N 55% [ 327
sive I 7/ N 557 N 9%
Has acvisor I 557 0% [ WA
No advisor N | 50% 337 I 27%
Discussed income — ; ;
strategies w/ advisor . 61% _I 44% _I 35%
Has not discussed NN 487 I 35% I 29%
Owns Gliproduct I 63% I /57 I 377
Does ot own N 51% [ 5 I 257
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Projecting Income and Expenses through Retirement

The survey found respondents expect a substantial cut in income when they retire, but don’t anticipate the income
they will receive will change significantly during their retirement. Around 4 in 10 pre-retirees said they expect to
receive annual income of less than $50,000, 23% anticipate income of $50,000-575,000 and 16% expect to receive
$75,000-599,000. Less than 20% expect to receive more than $100,000 in retirement income.

HOUSEHOLD INCOME AND EXPECTED INCOME ACROSS STAGES OF RETIREMENT

m Prefer not to say
$150,000 or more
$125,000 to $149,999
$100,000 to $124,999

m$75,000 to $99,999

®m $50,000 to $74,999

H Less than $50,000

22%

11%
18%

16%

20%

12%

Pre-
retirement

Actual

Cumrent Pre-retirees

Early retirement Mid retirement Late refirement

(yrs 0-9) (yrs 10-19)

Expectation

(yrs 20+)

When it comes to the cost of living, more expect their highest expenses in late retirement (38%) compared to the
25% who believe they will be higher in early retirement, and 15% in the second 10 years of retirement. Around one

in five were not sure when costs would be highest.

Underpinning confidence that income in retirement will be relatively stable, most have bullish expectations of asset
growth during this period when they will start to draw down their savings. More than half (53%) of respondents
aged 65-69 believe the value of their assets will be higher in 10 years, as do 48% of those between ages 70-75. Only

19% and 13% respectively believe their assets will be lower in value.

Page 5 of 8



Advantages and Disadvantages of Guaranteed Lifetime Income Products

In their evaluation of guaranteed lifetime income products, two thirds of respondents rated the benefit of
protection against longevity risk, peace of mind, and making it easier to budget, as positives. Understandability,
access and too many terms & conditions were the top negatives. The evaluation of the positives of these products
rose year-over-year, while negative evaluations remained the same.

POSITIVE AND NEGATIVE BELIEFS ABOUT GUARANTEED LIFETIME INCOME PRODUCTS
(% Agree, 5-7 out of 7)

Provide exira protection if you should _ 71%
live along time °
. 57
I 77
Give you more long term security than other _ 60%
types of investments °
Help you diversify your portfolio _ 59%
Allow you to maintain your lifestyle in refirement _ 59%
Are the best way to get predictable income in _ 56%
retirement °
Provide a higher payout than many fixed _ 50%
investments °
Are difficult to understand _ 49%
Allow you to invest more of your other assets in _ 47%
equities °
Have too many terms and conditions _ 46%
Tie up your money/put you af risk of not having _ 45%
access °
Don't alwayspaybackall of the money they cost _ 43%
to purchase °©
Costtoo much | RN 4%
Will not keep up with inflation _ 38%
Are only valuable for those who live well past their
I

life expectancy

May be taxed at a higher rate than gains from
I 0%

mutual funds

Are only for conservative investors _ 29%

Offer peace of mind

Make it easier to manage a budget
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Sources of Information and Desire for Advisor Discussions

Consistent with data from prior years, financial advisors are the most common source of information about
annuities with 39% of respondents saying they heard about the product from advisors. This is followed by financial
institutions at 23%.

The study reveals that 70% of respondents believe financial advisors have a responsibility to discuss guaranteed
lifetime income to meet their retirement needs, and if they do not, that this would be a reason for many to
consider changing advisor relationships. Furthermore, two thirds of the advised are highly satisfied with the
financial advice they receive, yet when retirement income strategies have been discussed clients express an even
higher level of satisfaction. Despite this, only half currently working with an advisor said they’d had a conversation
about retirement income strategies.

AGREE/DISAGREE:
“FINANCIAL ADVISORS HAVE A RESPONSIBILITY TO PRESENT FINANCIAL

PRODUCTS THAT PROVIDE GUARANTEED LIFETIME INCOME IN
RETIREMENT AS AN OPTION TO THEIR CLIENTS”

2018 2017/2016

61%

Agree

SATISFACTION WITH ADVICE
(% Satisfied, 5-7 out of 7; Those with advisors)

The quality of advice you are getting on investments

All consumers (w/ advisors) I 3547

Discussed income strategies w/ advisor — 91%
Has advisor but has not discussed I | 5%

Owns GLl product I 597
Does not own NN 327

The quality of advice you are getting on how to get
income out of your investments (Retirees only)

All consumers (w/ advisors) — 81%

Discussed income strategies w/ advisor — 88%
Has advisor but has not discussed I REEEEEEEG_— ?3%

Owns Gl product I 55%
Does not own G 797

Page 7 of 8



Although clients have mostly heard positive commentary about guaranteed lifetime income product and annuities
from advisors and financial institutions, the messages they are receiving are mixed. Although perspective from 62%
of advisors was reported to have been positive, 37% were either neutral or negative. Respondents indicate that the
majority of coverage from media, media personalities and online sources they read was either neutral or negative.
It is notable that interest in guaranteed lifetime income is growing despite these obstacles.

SOURCES OF INFORMATION ABOUT ANNUITIES

B Positive m Neutral B Negative
Financial advisor(s) _ 39%
Financial institution _ 23%
Retirement plan provider _ 22% 46%
Any positive
) source
News media - 21%
23%
Online sources - 18% Multiple
positive sources
Friends - 13%
20%
Media personalities - 1% Any negative
source
Spouse or partner - 10%
8%
. Multiple
Other family members - 10% negoF‘r)ivesources
For more information contact:
Doug Kincaid, Greenwald & Associates Gary Baker, CANNEX
dougkincaid@greenwaldresearch.com gary.baker@cannex.com

202-686-2510, ext. 106 267-871-5299
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