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How We Got “Here”

• 1970’s
– Stock & Bonds

– Standardized Commissions

– A simple business



How We Got “Here”

• 1980’s
– “Packaged products,” IRAs

• CMAs, mutual funds, UITs, annuities, tax shelters

• “Professional management, diversification, cost effective”

– Discounting/discount brokers
• Product, price and advice become dis-aggregated

• Negotiated relationships emerge

– Savers become investors
• March, 1987

• October, 1987

– Performance did not match expectations



How We Got “Here”

• 1990’s
– Information overload leads to confusion

• “Load vs. No-Load” argument rages

• A spectrum of “advice” becomes available

– Advisory Programs emerge
• “Wrap” Programs:  Mutual Fund Wrap, SMAs

– Investments & Guarantees converge
• VAs with guarantees launch

– Product selection and Asset allocation – by accident
• Investors buy:  Different products,  at different times, from 

different advisors/firms, for different reasons



How We Got “Here”

• 2000’s
– Irrational exuberance”

• Until May, 2002

– Boomers reach 60

– September, 2008 – 500 year flood
• Changed retirement mindset 

– More conservative

– Saving more

– Spending less

– Working longer

– Not sure who or what to trust



Where We Go From “Here”

What Now?
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Where We Go From “Here”

Investments
• Product selection
• Asset allocation 
• Rebalancing 

Planning
• Inventory
• Objectives
• Risk tolerance
• Income plan

Tax-Smart Household Management
• Location
• Capital Gains
• Household Asset Allocation



Where We Go From “Here”
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Agenda

• Longevity Risk

• Money Comes to Rest/Participant Behavior

• Social Security Plays a Significant Role

• Modern Portfolio Theory Adapted for Retirement 
Income

• Adapting Accumulation Products to Manage Risks in 
Retirement

For Institutional Use Only



Longevity Risk

Probability of a Healthy 65-year-old Living to Various Ages
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Source: Annuity 2000 Mortality Tables.

“Advisors are typically using a life expectancy of 90 for planning purposes.”
-- GDC and Practical Perspectives, 2009

78 81 86

75% chance
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Better Defined Market

In contrast to the DC/DB markets, the IRA market promises tremendous growth (more than $350 
billion in potential new funds per year)

Key Market Group

* A significant portion of the dollars that remain "in-plan" during the 1st year roll-over during the following 3-5 years.

$130 

2010 Est

$350 

$120*

$100

Individuals Age >55 with Balance >$75K
Proxy for Retirees

Projected balances that will 
become available in 2010 to 
new retirees or job-changers 

($ billions)

Balances that remain "in-Plan"

Smaller balances and job changers

Source: Employee Benefit Research Institute (EBRI), 2010 For Institutional Use Only



Source: Retirement Research Inc., May 2010. 14

IRA Flows Dominate
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Social Security Plays a Significant Role
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Modern Portfolio Theory Adapted for Retirement

Source: FRC White Paper, “Income Annuities Improve Portfolio Outcomes in Retirement”

Incorporating income annuities into portfolios takes the pressure off withdrawals, leading to greater 
certainty that retirees won’t outlast their portfolios, and potentially higher legacies!

Scenario: Male age 65, 4.5% withdrawal rate, adjusted annually for 2.5% inflation

75%
Probability 
assets >$0          
at age 92

Model Portfolio

Median ending 
asset value ($000s)

94%

$165 $319

$500K
Portfolio

Equity
42% Bond

58%

Equity
43%

Bond
17%

Income 
Annuity

40%

$500K
Portfolio
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Income Annuities Generate a Unique Form of Alpha

Components of Lifetime Income Payout
Male age 65, $100,000 premium

Lifetime income annuities can deliver higher payouts because, in addition

to distributing interest and premium, they subsidize those who live longer

with the capital of those who die early.

Source:  New York Life actuarial data and methodology.
Graphical representation based on an example introduced by Dr. David Blake.

Interest
Return of
Premium
Mortality
Credits

Investment advisors can
manufacture this payout…

$7,000

…but only an insurance company can 
manufacture a mortality pool.
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Lifetime Income Annuity & U.S. Treasury Notes
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LIA Male 75 5 Year Treasury

Historical 5-Year U.S.Treasury Note & Lifetime Income Annuity Payout Rates 2005-2010 by Quarter

Payout rates for Lifetime Income Annuity have remained fairly constant over time.

Lifetime Income Annuity payout rates* fluctuated less than 5-Year  U.S.Treasury notes** over  the past 5 years.

Exception due to spike 
in TED spread***

*Lifetime Income Annuity Payout rates include interest and return of principal. They represent the annualized payouts as a percent of total premium.

*** TED spread, the difference between the 3-month T-bill interest rate and 3-month London Interbank Offered Rate (LIBOR), jumped towards the end of 2008 to a record 
high of 4.6% from a historical average range of 0.3%-0.5%, allowing an exception in the high level of payout rates offered by Lifetime Income Annuity.

1.LIA rates are based on rates in effect on the first calendar day of each quarter, using a Life with Cash Refund payout for a male age 75. Note that LIA payout rates are 
lower than shown  if annuitant is younger.  2. Source: U.S. Department of Treasury, rates as published for the first calendar day of each quarter.

Issued by New York Life Insurance and Annuity Corporation, a wholly owned subsidiary of New York Life Insurance Company (A Delaware Corporation)

**Treasury notes are negotiable debt obligations issued and backed by the full faith and credit of the U.S. Government. They are usually available with maturities ranging 
between 2 and 10 years. They pay interest twice a year and mature at par value.
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The New Realities of Retirement
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Employees are 
facing more 
choice with 
greater 
personal
financial 
responsibility 
and risk

… and only 
39% are 
confident in 
their ability to 
make the right 
financial 
decisions1

1 MetLife Study of Employee Benefits Trends, 2009

Self‐Funding

Reduction
in “guaranteed”

benefits (Pension, 
Medicare, 
Social Sec.)

19

Transitioning responsibility from employer to employee

Responsibility + Complexity = Growing Need for Help!
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Summary

•Longevity presents a financial risk (among others)

•Participant behavior is to “take the money and 
run” (rollovers)

•Employer provides a pension (Social Security) 
Segmentation is key

•Adapting Modern Portfolio Theory principles for 
retirement

For Institutional Use Only
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The New Realities and Responsibilities of Retirement

Gap
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Employees 
(individuals) 
are facing more 
decisions with 
greater 
personal
financial 
responsibility 
and risk

… and only 
39% of are 
confident in 
their ability to 
make the right 
financial 
decisions1

1 MetLife Study of Employee Benefits Trends, 2009

Reduction
in “guaranteed”

benefits (Pension, 
Medicare, 
Social Sec.)

(Responsibility + Complexity) More People = Growing Need for Help!

Self 
Funding



Investments

Protection

Income

Health Care

A Process Solution: The Retirement Transition Service

5 Core Subject Areas3 Simple Questions

1. Can I afford to retire?

2. If now, how?

3. If not now, when?

Delivered Through a Centralized Noncommissioned Advisor Team
Fully licensed and credentialed phone advisors and service reps
Results in consistent delivery of education and advice
Open architecture 
Depending on client need and organizational strategy, can operate 

in an advisory or brokerage capacity
Industry leading retirement income planning tool
Strong web presence complements advisor team 

Lifestyle

Presenter
Presentation Notes
Jay
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Simple, Actionable Documents:
The Retirement Checklist and Income Strategy Report 



When can Becky afford to retire?Simple, Actionable Documents:
The Retirement Checklist and Income Strategy Report 

Presenter
Presentation Notes
Discuss the first page of Becky’s output, which shows her current projected spending scenario – when her money may run out if she continues with her current spending in retirement. It also shows how her money would last longer if she lowers her annual spending.

The projected retirement savings graph illustrates the impact of spending on her actual savings, both at her current level as well as if she would decrease her spending.




73.6MM at or near 
retirement (33%)

How We Connect with the Pre‐retirees and Get 
Them to Take Action with TRM?

Referrals from Onsite RepsReferrals from Call Centers/IVR’s

Traditional & Digital Direct MailWorkplace Seminars

Website and Tool Integration

AEGON/Transamerica Affiliates
Direct to Employers
Record Keepers
Benefit Brokers and Consultants
Associations
Institutional Partnerships
Private Labeling / Revenue Sharing 

Options Available

Presenter
Presentation Notes
Explain who will help participants and how they fit into the full picture of plan of a lifetime, helping the participants who fall into the small two year window prior to retirement.
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The information provided here is general in nature and should not be 
considered as investment advice. Each individual’s situation is unique and 
you should consider your risk to tolerance, personal circumstance, and 
complete financial situation.

Neither Transamerica Retirement Management, Inc., Transamerica 
Financial Advisors, Inc., their affiliate companies nor their representatives 
give tax or legal advice. Please consultant with your own tax and legal 
advisors.

Securities and investment advisory services offered through Transamerica 
Financial Advisors, Inc. (TFA), member FINRA, SIPC and Registered 
Investment Advisor. TFA products and services are not part of your 
employer's retirement savings plan. 

Presenter
Presentation Notes
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