\New |obs or New (Careers:

How Firms are Organizing to Help Meet New Retirement
Challenges:
Brief Highlights from FRC Investor and Industry Research

Retirement Income Industry Association Conference

Presented by Laura Varas
February 12, 2007

<l

SHARPEN YOUR EDGE™




New Jobs or New Careers: Key Themes

¢ IRA and Retirement Income are major flow
opportunities

- Senior management engagement

¢ Changing nature of retirement requires adaptations
by all
- Investor: Rely on self rather than employer or government

- Advisor: Continue transition from transaction to wealth
management

- Firms: Build multi-functional approaches

¢ PowerBoomers find retirement tasks more
challenging than RealRetirees
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Top Retirement Market Opportunities

Projected Change in Assets 2006-11  2.1*

Percentage of U.S.
Investible Wealth

Distribution Mode

(Age 65+)
40%
$Tr
Transition Mode
0.6 (Age 55-64)
30%
Accumulation Mode
DC 10 IRA DB  (SAgeS)
30%

CAGR ‘06-11 6-7% 7-8% 9-10% 8-9% 9-10% 4-5%

Investment M H L H L _
. . _ , *Of the $2.1 change in

Key to Success Ability to  Efficient,  Attractive Retail IRA assets, $1.9 T will
grow flexible  investment strength

come from Rollover.

organically distribution disciplines
or acquire model
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Key Issues In Retirement

¢ Trend to open architecture and institutionalization
* Impact of new best practices in retirement

* Most etficient way to manage and grow DC record-
keeping business

* Best strategy to participate in IRA Rollover market

* Response to retirement income marketing/needs

Source: Financial Research Corporation (FRC) FQE
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Rl Business Development Workflow

Executive Decisions

. For whom
Why is it or who How should
Is this important are we What we structure
_ developing should we
important? to us? How the offer? ourselves to
' ? _ ' iver?
Important? offering? deliver”
Strategic Decisions
How should this What are What are What
: the needs should be How should
offering relate the product :
- of our our we roll this
to the firm’s features o 5
ositioning? target required? distribution/ out”
P ' market(s) ' plan?

Source: Financial Research Corporation (FRC)
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RealRetirees face challenges. ..
Difficulty with Tasks: RealRetirees
Choosing Appr Invs 589%p
Strat Withdraw Inc Multi Invs 54%
Deter Income | Can Safely wW/d 49%
Deter Appr Levels of Insurance 416%
Budgeting Exps Aganst Inc 4690
Maintain Lvg Stndrd 459
Estate Planning 41%
Calc & Pay Income Taxes 40%0
Find Ways to Spend Free Time 30%
Meeting Fed Require on Dists 29%
Deter Time to Take SSI Payments 13%0
6% 16% 26% 36% 46% 56% 66% 70%
[ significant/overwhelming B Dpifficult
Source: FRC “Converting Retirement Income Planning into Practice: Fulfilling the Needs of

Current and Future Retirees”, Q2/3 2006. FQE
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...but do not know where to turn for help
with their income questions.

Sought Help with Issues: RealRetirees
Choosing Appr Invs

48%0
Estate Planning

Calc & Pay Income Taxes

Strat Withdraw Inc Multi Invs
Meeting Fed Require on Dists

Deter Income | Can Safely Withdraw
Deter Appr Levels of Insurance

Maintain Lvg Stndrd

Deter Time to Take SSI Payments
Budgeting Exps Aganst Inc

Finding Prod Ways to Spend Free Time
Have Not Sought Help for Any Isssues 289%

0% 10% 20% 30% 40% 50%

Source: FRC “Converting Retirement Income Planning into Practice: Fulfilling the Needs of
Current and Future Retirees”, Q2/3 2006. FQE
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Holistic approach is diverse by definition.

Product Ownership by Wealth Segment: RealRetirees

100% 5% 7% 3% 6% 7%
8% 11% 9% 8% 9%
80% - D70 18% 18% 13%
(0]
24%
7% 6%

60% -

11%
40% |

20% -

0% -

$100K-250k $250K-500k $500K-$1M $1M-$2M $2M+
B Individual securities B Managed money
O Annuities O Cash/bank products
O Employer-sponsored plans Bl Other
g | Source: FRC “Converting”, Q2/3 2006. FQE
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PowerBoomers are even more challenged.

Difficulty with Tasks: PowerBoomers

Est Spending During Ret 85%
Strat Withdraw Inc Mult Accts 81%
Project Safe Withdrawals 80%0
Choose Investments 79%
Find Right Resources 74%0
Calc & Pay Tax 67%
Deter Best Time SSI 66%0
Deter Inc from Pens 66%0
Deter Appr Insur 64%0

0% 10% 20% 30% 40% 50% 60% 70% 80%  90%
[ significant/overwhelming B Difficult

9 Source: FRC “Engaging PowerBoomers” Q1 2007. F?E
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Independent Business Unit Results are
disparate...
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Exhibit 4=5
Each Business Unit Develops Separately

| President |
|

Retail Institutional
Banking Recordkeeping
= Strategy and marketing for = Institutional sales and client
Mass Market and Emerging management

Affluent segments - DC plan recordkeeping

= Owerall control of
distribution:
— Branches
— Phone sales and support
functians
— Web andfor back office
operations

= Rollover initatives

* Product development and
management for banking
produces, including checking
accounts, loans/mortgages,
and CDs

* |RA product management

Insurance

New insurance product
development

Risk and actuarial
managemesnt

Campaigns and zales support

Whaolesaling

Wealth
Management

= Strategy and marketing for
Mass Affluent and High-Net-
Warth

= Distribution channels for Mass
Affluent and High-Net-Worth
(dizpersed throughout
branches)

= Product development and
management for brokerage,
mutual funds, wrap products,
SMA. MDP, and hedge funds

= Trust and estate planning

Product solutions that
retain assets in plan
(e.g.. in-plan annuities)

FDIC-insured products,
IRA rollovers, and
simple calculators

Annuities with
highest possible
sales compensation

High-touch holistic fimancial
planning with personalized
product selutions

Likely Retirement Income Programs

Source: Financial Research Corporation (FRC)

Source: FRC “Retirement Income Products & Solutions: Definitive Guide to Development & Delivery” 2005
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..butthe goal Is to Inspire investor action...

FRC PowerBoomer Action Model
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Marketing Distribution

Product

Who? > Where’> What?>

e How to Market to PBs:
Hopes, Dreams and
Difficulties (Ch 2)

e PowerBoomers,
Advice, and
their Advisors

e PowerBoomers
and their Firms

e Key PowerBoomer
Motivators (Ch 3)

e PowerBoomer Personal
Finance (Ch 4)

Source: FRC “Engaging PowerBoomers” Q1 2007.

e Retirement Advice
Seeking and Taking
Action

e Winning Product
Solutions

e Spotlight on Key
Rollover Trends

<L
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...with a coordinated array of products and
services.

FRC Retirement Income

Products & Services Pyramid lypes Examples
Process / e Income management e Fidelity IMA
Platform services/accounts » Merrill Rl Service
e Planning tools » Mass Mutual
» Advisor value-add programs < Naviplan
» Methodologies »\Wachovia Envision
e Investor marketing e Northwestern Mutual
Product e Ameriprise

e Personal pension products <Clearcourse, Lincoln...
e All-in-one retiree funds  IXIS, AIM...
e In the works....

«New investment approacheseIn the works...

12 Source: FRC “Engaging PowerBoomers” Q1 2007. F?E
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Key Functional Areas
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Cross-Company Task Force or Business Unit

. .
Leader, Retirement Income Products & Services

Cross-Company Task Force

Centralized Retirement Insurance Distribution Investment Investment
Marketing Business Business Product Mgmt Mgmt

<Client Needs
Assessment

*Select Target Customer

i <Offering Definition While the indicated functions usually should lead these tasks, for maximum * Retirement Income E
e buy-in, the Task-Force should define them asateam ! Methodology ... |
:;ﬁ':ﬁ;.fg « IRA, DC Platform = Annuities Mfg - Retail Capabilities - Investment Product + Investment Mfg
Development Management e Life/health/ « Branches Management and e Technical Expertise
« Design/execution property « Phones Development
of Programs for insurance offering < operations = Wholesaling
In-Plan Participants « Wholesaling
¢ Institutional Sales Capabilities
* Rollover Management
Additional Finance/ Legal/ Tools -
Essential . Training
Functions Measurement Compliance Development/ IT
Optional Additional Disciplines:
e IMA Tax Health Pline
unctions Estate, Career Planning,

Source: FRC “Engaging PowerBoomers” Q1 2007. More.... E
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Organizational Keys to Success

* Well-funded resources under direct control
¢ Power to influence necessary functions
* Ability to energize the organization

¢ Staying power and commitment from senior
management

¢ Authority to negotiate partnerships to fill gaps

* Intellect and experience sufficient to manage desired
degree of offering breadth

Source: Financial Research Corporation (FRC) FQE
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