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Wholesaler Survey

NAVA Oct. ‘06 Advisor Survey
Wholesaler Survey Response
307 Annuity Wholesalers ($24 Billion)

= All Channels
= All States Covered

Small Sample of Mutual Fund Wholesalers
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Advisor Client Savings Goal

Client’s Primary Savings Goals
77%

Clients want retirement
security

21%

2%
|
Finance Live comfortably Pay for education
retirement today
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Advisor Survey Conclusions
Advisors’ Interest in Training on...

77%

— The gap in number of advisors
- Interested in these two areas
speaks directly to positioning
and emphasis during an
advisor meeting

0
19% 16%

Income planning Insurance products Extremely/very familiar with
VA and other insurance
products
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Advisor Survey
Primary Reasons for Decision to Not Sell VA’s

Communicating the

57% message Is key
54%
I |
I I 46%
Too much jargon; Too feature heavy; Fees too high Never asks what
hard to no clear benefit advisor needs
understand

Note: %’s on this slide are based on qualitative responses. Responses were put into groups based on similarity of themes covered
on qualitative discussions. Many discussions contained multiple reasons for decision not to sell annuities. The purpose of this

slide is to create a sense of prioritization as it relates to the advisor decision process.
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Advanced Sales Corporation
Annuity Intelligence Report |

By:

CE REPORT™  ABC Variable Annuity Company

Advanced Sales ~ Advisor Premier Il

Available Benefits Contract Operation - Where Does the Contract Pay?
Living Banafits Controlling Life: Owner
- - - - - -
m GMIB Oplonal  guner Joint Owner Annuitant _Death of Pays To
V I SO rS eSI re I l I I p I C I y an arl y BMAE _Optianal  Ficrang  Wile Hustand  Husband Jaint Owner
GMW_E Mot Avallable  cpand Wil Husband Wite Jaint Qwner
Liletime GMWE Optianal 1 cpand Wie  Husband  Primary Beneficiary
Death Benefits -
: Husband Wife Wite Mo Payout
Return of Principal Standard Trust Husband  Hushand Primary Beneliciary
Highest Anniversary Optianal - o batiution or addiban of any contract owner may resultin esating the deat
Fixed Percentage Increase Optional  benefit to the cortract value, Mo change in death berefit wil be mads i the person
- Eamings Enhancement Optignal  whose death wil cause the death benefit 1o be paid is the same after the change in
m AR = awnership or # awnership is ransherred 1o the owner's spouse.
ontract Informa
irehouses, Banks, Independents e o
Prcnspecu.:p;ale 5_‘_5006 Can edther spouse igger the Guaranieed Death Banafit? v
- Supglemant Date I spousally continued is Death Benedit credited? v
== i coni ived?
= All Advisor Access R ’
Website www.abclle.com  Sampde Titing For Obtaining Spousal Benefits On A Non-Qualified Contract:
Phona Number {B00) 555-5555 Primat |
> Ownr | doint Ownee| Annuitant | Conangen Benaficiary 3:,’,‘.,",',‘3_",‘;
= 166 Contracts S i | o | o
Years of CDSC's 3 years
Swender Schedule 654
Liguidity Greater of earnings or 10% of i Issue Ages and Contribution Information
Featuras purchase payments  Non-Oualiied  0-85 Owner & Annuitant 10,000 Inifial $50 Additional
Quaidied -85 $10.0001nitial  $50 Additional

Expenses & Fees
Subaccount Information

- Mortality & Expensa Risk Gharge 1.25%
u C O n S I Ste n t FO r m at Administration Charge 0.15% Number of Subaccounts i 43 Frea Transters Per Year 12
Distribution Charge 0.p5%  Subaccount Fea Range  0.77% o 1.42% Translar Fea 25"
Total Annual Expense 1.65%  "Cumently not endorcing ransier fee
- Annual Palicy Fee 535
= Reduces Learning Curve e e I
Benefit Name Benefit Type Impact of Withdrawals
| | S ee d S Sal eS C C I e Guarantesd Minimum Accumulation Benafit GMAB Proportionate
p y Guarantead Minimum Income Banefit GMIB Doltar-for-dollar & proportionate
Guaranteed Withdrawal Benefit for Lile Lilgtime GMWE N impact up to limit; thereafier benedit resets
Eamings Enhancemant Benafil Death Benafit Proportionate
Enhanced Guaranteed Minimum Death Banefit Death Banefit Proportionate or dollar-for-dofiar
Roll-Up Death Banaf (4% or 5%) Death Benaetit Proportionate

. P I ai n E n g I i S h Standard Death Benafit Death Benefit Proportionate
=  Planning Techniques
=  Explanation of Riders

Copyright © 2006 Advanced Sales Corporation
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= NASD Rule 2821
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Wholesaler Survey Results

= Demographics
= Practice Management
= Retirement Security
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Wholesaler Survey: Demographics
Age-Average 38.6

57.9%

The vast majority
of wholesalers are
a long way from

retirement
themselves
209% N U
11.4% 9.1%
B m
30 or younger 31to 40 41 to 50 51 to 60 More than 60
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Source: Cerulli Associates, Advanced Sales: 2007 (Question 2)




Wholesaler Survey: Demographics

Professional Designations

Wholesalers have little
formal training on
retirement planning and
100.0% financial planning issues
and solutions

6.0% 40 40
-° 5;/0 5;/0 43% 43% 18% 15% 0.9% 0.9% 0.6% 0.3%

Insurance CRC CFP CLU CMFC ChFC CIMA LUTCF JD CRPS CIMC CFA

License/
General
Securities*
*State Insurance License Plus Some Combination: 7,6,65,63,26,24,3 r‘
Advanced Sales
Source: Cerulli Associates, Advanced Sales: 2007 (Question 3) Corporation
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Wholesaler Survey: Demographics
Industry Experience — Average 13.8 Years

35%
26%
18%
14%
7%
i
5 or fewer 6 to 10 11to 15 16 to 20 More than 20

years
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Source: Cerulli Associates, Advanced Sales: 2007 (Question 4)




Wholesaler Survey: Demographics
Field Experience — Average 7.2 Years

42% 41%
8%
3%
5 or fewer 6to 10 11to 15 16 to 20
years

Source: Cerulli Associates, Advanced Sales: 2007 (Question 5)

5%

More than 20

[
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Wholesaler Survey: Demographics
Years At Current Firm — Average 4.5

68.3%

Retention is a major
Issue for sales

management
24.5%
5 or fewer 6to 10 11to 15 16 to 20 More than 20

years
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Source: Cerulli Associates, Advanced Sales: 2007 (Question 6)




Wholesaler Survey: Demographics
Number Selling Advisors (2006) — Average: 193

34.5%

23.5%
19.5%
0
I l12 L% 10.4%
Less than 100 100-199 200-299 300-399 400 or more
o | r‘ Advanced Sales
Source: Cerulli Associates, Advanced Sales: 2007 (Question 7) Corporation
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Wholesaler Survey: Demographics

Number of Prospects in Your Territory — Average: 1,045
41%

20% 20%

14%

5%

Less than 500 500-999 1000-1499 1500-1999 2000 or more
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Source: Cerulli Associates, Advanced Sales: 2007 (Question 8)




Wholesaler Survey: Demographics
Territory Sales ($Millions) — Average $77.8

34%
30%

17%
7% .
5% 6%
2%
]
Less than $10M to $50M to $100M to $150M to $200Mto More than
$10M $49M $99M $149M $199M $249M $249M
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Source: Cerulli Associates, Advanced Sales: 2007 (Question 10)




Wholesaler Survey: Practice Management
How Wholesalers Spend Their Territory Time

All other
28%

Serving current
producers
36%

Travel
time
14%
Advisor Prosp%ctlng
entertainment 17%
5%
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Source: Cerulli Associates, Advanced Sales: 2007 (Question 17 & 18)



Wholesaler Survey: Practice Management
Greatest Change In How You Will Spend Time With Advisors

77% of wholesalers
53% recognize shift from product
pusher to consultant,
delivering more value-added

content
24%
7% 7%
0 5% 0
Acting in a Delivering more More Performing Providing more
more value-added entertainment & more retail competitive
consultative content social time seminars analysis
fashion
r‘ Advanced Sales
Source: Cerulli Associates, Advanced Sales: 2007 (Question 19) Corporation
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Wholesaler Survey: Practice Management
Wholesaler Skills — Extremely Important

85%
78%
73% 72% 71%
67% 65% 64%
I I I |
Inter- Follow up Depth of Under- Advisor Closing the  Handling Territory Public
personal skills product standing interviewing sale objections manage- speaking/
skills knowledge  advisor’s skills ment skills presentation

business skills
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Source: Cerulli Associates, Advanced Sales: 2007 (Question 21)



Wholesaler Survey: Practice Management
Wholesaler Skills — Attained

. B Level of Importance
85% g304 B Skills Attained

78%
73% T4% 720 71%
67%

60% 574,

¢ 56% ¢ 55% °

‘39% I

Inter- Follow up Depth of Under- Advisor Closing the  Handling Territory Public
personal skills product standing interviewing sale objections manage- speaking/
skills knowledge  advisor’s skills ment skills presentation

business skills
Advanced Sales
Source: Cerulli Associates, Advanced Sales: 2007 (Question 21 &22) Corporation
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Wholesaler Survey: Practice Management
Training Desired — (Multiple Answers Allowed)

Wholesalers have a
56% . ;

high desire for
51% - c- ..
. specific training
’ 43%
36%
31% 30%
0
I I I26/0 4%
Advanced Competitive  Training Territory Advisor Sales skills Presentation: Presentation: Investment
planning product towards management interviewing one-on-one group skills  analysis
techniques analysis  professional skills skills
for advisors designations
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Source: Cerulli Associates, Advanced Sales: 2007 (Question 14)



Wholesaler Survey: Practice Management
Greatest Challenge As A Wholesaler

31.9%
This is the day-to-day
reality for wholesalers
18.6%
12.7%
)
10.5% 9.6%
8.4% 7.7%
0.6%
]
Advisors Gaining Increased Difficult to Other More Segmenting Lack of
unwilling to access to influence of distinguish (territory consultative advisors training
change advisors broker/dealer self management relationship
product (HQ) compliance)
providers
r‘ Advanced Sales
Source: Cerulli Associates, Advanced Sales: 2007 (Question 26) Corporation
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Wholesaler Survey: Retirement Security

Advisors Say Wholesalers Talk Too Much About Product, and
Fail to Understand Their Business. Why?

32.9%

Wholesalers realize they
talk too much about
24.4%
product, but they have
reasons why they do it
16.8%
10.8% 10.4%
I I B
Speed of Failure to Inadequate Other Advisors Lack of
product build a training on (limited expect a support from
development trusting non-product advisor time, product home office
relationship content no discussion
wholesaler
value
) r‘ Advanced Sales
Source: Cerulli Associates, Advanced Sales: 2007 (Question 35) Corporation
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Wholesaler Survey: Retirement Security

Industry’s Greatest Obstacles in Discussing Retirement
Planning

33.1% 32.8%
. Wholesalers have
identified important
challenges for our industry
13.0%
9.0%
6.8%
3.4%

Lack of Lack of Lack of advisor No compelling Other Lack of
consumer consumer awareness message education for
awareness  understanding wholesalers

r‘ Advanced Sales
Source: Cerulli Associates, Advanced Sales: 2007 (Question 29) Corporation
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Wholesaler Survey: Retirement Security
Most Valuable Resources in Educating Advisors

Wholesalers do not believe
we have developed the
39.3% breakout message on
retirement income

30.4%
26.1% 24.8%
17.5%
4.3%
Stronger, more  Retirement  Better training Better training Better training Other
consistent income from B/Ds  from insurance materials
messaging planning companies or
delivered from  specialists asset managers
wholesalers
r‘ Advanced Sales
Source: Cerulli Associates, Advanced Sales: 2007 (Question 30) Corporation
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Wholesaler Survey: Retirement Security
Training Advisors Would Find Most Helpful?

72.5%
45.6%
31.7%
20.5%
11.8%
H m
Retirement Managing Communicating Product Understanding Other

income withdrawals to clients knowledge Medicare and
planning Social Security
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Source: Cerulli Associates, Advanced Sales: 2007 (Question 31)




Wholesaler Survey: Retirement Security
Most Valuable Resources to Discuss Retirement Planning

50.9%

Better
materials for
advisors to

use with
clients

Source: Cerulli Associates, Advanced Sales: 2007 (Question 32)

48.8%
I 46.4%
Better training More
on retirement retirement
Income solution ideas
planning to share with

advisors

Better training
materials to

Do insurers really have

5.2%

Better
product
training

non-product materials that
deal with retirement income
planning in a
comprehensive manner?

4.8%
- 1.2%
|
Better training Other
on asset

accumulation
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Wholesaler Survey: Retirement Security
Greatest Challenge For Variable Annuity Industry

26.1% 25.5%
19.8%
13.5%
6.9%
5.7%
. 2.5%
Produc_t Bad press  Converting Product Other: Resources Retirement
complexity advisors competition compliance/ for income
who do not paperwork/  retirement planning
use VAs fees security
planning
r Advanced Sales
Source: Cerulli Associates, Advanced Sales: 2007 (Question 36) Corporation
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Wholesaler Survey: Retirement Management
Greatest Challenge For Mutual Fund Industry

29.2% 27 9%
. 0
Mutual fund wholesalers
understand the challenge
for their industry
12.7% 12.4%
9.2%
6.7%
1.9%
Product Retirement Industry Capturing Resources for  Other Product
competition income regulation  retirement retirement complexity
planning dollars security
planning
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Source: Cerulli Associates, Advanced Sales: 2007 (Question 37)




Wholesaler Survey Summary
Demographic Observations

= Wholesalers Are Not Prepared to Be Consultative in the
Retirement Security Area

= No Pre-Retire/Retiree Life Experience (38 yrs. Old)
= No Professional Designations (94%)

= Minimal Retirement Planning Education

= Less Experience Than Advisors

Wholesalers need training in two areas: The Consultative Selling
Process and Retirement Security Content
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Wholesaler Survey Summary
Practice Management Observations

= Why Wholesalers Talk About Product/Fail To Understand
Advisors Business

= Speed of Product Development (Advisors Expect Product
Discussion)

= Lack of Non-Product Materials And Training
= Failure to Build Trusting Relationship
= Majority of Time Spent With Annuity Savvy Advisors

= Wholesalers Have Time Challenges
= 53% of Territory Time with Producers & Prospects
= 47% of Territory Time Doing Other Things
= 16% of Total Time Not in the Territory
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Wholesaler Survey Summary
Practice Management Observations

= Wholesalers Plan to Change Time Spent With Advisors
= Recognize Need for More Consultative Selling
= Deliver More Value-Added Content

= Perception Gap: We Need to Define “Consultative Selling”

= Wholesalers Want Training/Skill Gaps
= Advanced Planning/Professional Designation, CFP
= Competitive Product Analysis
= Territory Management/Time Management
= Advisor Interviewing Skills
= Big Picture Retirement Planning Training
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Wholesaler Survey Summary
Retirement Security Observations

= Greatest Retirement Income/Planning Obstacles
= Lack of Customer Awareness & Understanding of Issues

= Advisors Currently Use Unsophisticated Asset Withdrawal Methods
and Do Not Really Understand Challenges of Retirement Income

= Annuity Industry Lacks Compelling Message
=  Wholesalers Not Trained Well to Meet The Challenge

= Wholesalers Want Resources To Educate Advisor
= Stronger Messages
= Retirement Income Specialists
= Better Training, Better Materials, Better Tools

= Advisors Want Training On:
= Retirement Income Planning
= Managing Withdrawals
= Communicating Story to Clients
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Wholesaler Survey Summary
Retirement Security Observations

= |[ndustry Challenges
= Product Complexity
= Bad Press
= Converting Non-Annuity Advisors
= Compliance, Paperwork, Fees

= Holistic Marketing & Training Programs on Retirement
Planning

Wholesalers have a number of challenges that are
distracting them from a retirement security focus.

r‘ Advanced Sales

Corporation

34





