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3 MAIN THEME:
TRENDS IN ANNUITIES

. A CLOSER LOOK AT

T4

What it is, why it works,
and how to explain the
approach to clients.
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uring the last three years, we witnessed  tionally, psychologically and firancially. Tt is important for

significant and historic market [luctuations,  people to separate their money from their emotions, but

Has this affected people’s thoughts about  this is difficult if their emotions depend on their money.

the market, their investment portfolios, and  However, diversification, proper income planning, and us-

how they live their day-to-day lives? ing a “buckets of money” stralegy can help ease people’s

For some people, there is no change in their thoughts or  negative emotional reaction to their financial situation and
behavior, For many others, the impact is tremendous emo-  volatility in the market, ¥
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1 call it "bucket planning.” and we
use it often because it makes so much
sense. It is essentially edocating vour
clients on having at least four different
buckets of money — one for immedi-
ale income and three others that grow
and provide income down the road.
At least one of the buckets should be
guaranteed income the client cannot
outlive. with remaining money passing
to children, grandchildren or charity.

Despite the decline in the market
between 2007 and 2009, none of my
clients who implemented this bucket
strategy had to make changes to their
financial strategies. Their income did
not change and the drop in the market
did not affect their ability 1o continue
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money, and will always have guaran-
teed Income. The mainstream media
has caught wind of this phenonenon.
(Kiplinger's Personal Finance maga-
zine ran an article on buckel strategies
in ils Nov. 2009 issoe.) As a result,
many people are curious to see what
wilizing this type of strategy could
mean for them.

One way to explain this approach
to your clients is to tell them to think
of it as a water well. It is a well that
is always providing water, and, 1f set
up properly, the water automatically
flows right w the client and never
runs dry. The buckets represent stages
in the client’s life, with a bucket of
money for each stage, and the water

“The final bucket is always built
with a guaranteed income
withdrawal benefit to take the
client the rest of the way.”

living in the manner they wanted, They
were essentially unaffected by the
market decline. Then. as soon as the
markel started 1o see some increases,
many of my clients” portfolios began
to rise with the market. A good bucket
strategy cun be the difference between
a 30% decline or a 30% increase in a
client’s portfolio.

“Buckets of Income”

You can also educate your chients
about bucket strategies. There are mul-
tiple bucket strategies out there and it
is important to differentiate one strat-
egy from another.

The one 1 prefer is the “buckets of
income” strategy. This strategy involves
using four different fixed or fixed in-
dexed annuities, all with unique terms
and henefits. This means the client
cannot lose money. is always gaining

never runs oul.

The main goal is to provide the
client with an annual stream of in-
come for 15 years. At the end of
that [5-year period, the final bucket
still containg an income account with
a value equal to or greater than the
total amount the client started with,
The final bucket is always built with
a guaranteed income withdrawal
benefit to take the client the rest of
the way. This will help your client
enjoy a predictable and guaranteed
yearly income.

1t is nnportant to ulilize annuities
from highly rated and quality insw-
ance companies, which may not be the
ones that pay the highest commission.
Always put your client first. Think of
the peace of mind vour clients will en-
Jjoy by nat having to worry about their
retirement income vanishing into thin
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air because of market shrinkage.
Some clients like our water wheel
analogy. The first buckel in the wheel
is pouring out water {iacome). There are
more buckets right behind the first one
and they are continuing 1o All up, pre-
paring to pour water (income) once the
first bucket empties, This example shows
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North American’s Survivorship GIUL. el predieule e 0w
“Some clients
Build - Help outpace inflation and grow assets have a greater
Preserve - Prepare for estate taxes, probate costs, and risk tolerance
paying off debts

than others and
are willing to
take more of a
gamble. In that

case,l recommend

creating four

or five buckets,
with a couple

Allocate - Ensure the inheritance is balanced for alf heirs

Help keep your clients out of a sticky situation and
accomplish ali three goals with one solution—
Survivorship GIUL.

To help your clients with their estate planning needs,

call North American today at (800) 800-3656, extension 10411, Of the later
or email us at salessuppport@nacolah.com. _
Visit us online at www.PartnerwithNA.com buCketS res&rved
for accounts

with some risk
attached.”

ries about account evaporation.
As you know, some clients have u
greater risk tolerance than others and

consilt with and rely on a gl
paying additional premiumswits

Survivorship GRIL s 15sue
| Health instirance

:F;strzcskvnsmuvappl,' are willing to take more of a gamble,

; y ; G S 4 Executive Office In that case, I recommend creating

{ﬁee:xUnlvenaihfe:swdms.arenutan investmentintbe mathﬁ‘ nnnll.ma;r;-?fcdb!e 525WMan Buren four or five buckets. with a couple of

ingexand aresubject to ali policy fess and charges normaily associated with most Chicado I 60607 he 1: buckets reserved for : )

R icago, t e ater uL‘ ets reserved lor accounts
with some risk attached.

FORAGENT USE.ONLY. NOT.T0 BE USED FOR CONSUMER SOLICITATION PURPOSES, Because each client is different, we

PR30 must problem-selve in order to help
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our clients huild, preserve, and transfer
their wealth in the way the client wants,
with the goal of having the money they
need, when they need it, This concept
can be seen at www.IRALlogo.com,

Strategy development

It should be noted that we devel-
oped our bucket strategy by examin-
ing a variety of fixed indexed annuities
and comparing the results to the S&P
500, We also looked at dividends, the
Vanguard Global Bond Index. and the
Money Market Index. We discovered
that many [ixed indexed annuities per-
formed quite well. In fact. they tended
to do as well or better than the other al-
rernatives we investigated over a period
of time up to the end of 2008 without : —
the inherent risk. This has been bucked e, il

up by a recent Wharton School of Busi-
ness study titled, “Un-Supermodels and
the FIA — Guaranteed Living Income
Benefit Insurance Products,” by Dr. Da-
vid F. Babbel.

Our bucket strategy has not only
helped our clients find financial peace
of mind and money when they need it,
but has also significantly grown our
practice. Please feel free to conlact me
with questions about our bucket strate-
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