Knowledge Is Power

Learn how to:

Earn higher returns on savings,
CDs, bonds, etc.—without risk.




| Understanding EIAs— |
Equity Indexed Accounts

What if you could have some of your safe
money interest rates linked to a stock

market index providing greater potential
earnings, with an overall guaranteed minimum
rate of return and safety of principal?

This means that equity indexed accounts are safe-money
savings vehicles, designed to allow investors to participate
in some of the movement of the underlying index while
being protected by the guaranteed minimum account
value.

An equity indexed account has two tracks. The first
track is the Guaranteed Minimum Account Value. This
track is steadily growing at the

to give up on an equity indexed account after the first
year or two, because a few good years can make an entire
index period exceed safe money alternatives. Giving up
on the equity indexed account too early might cause
the investor to miss out on the one or two years that
would have provided the desired results they had
intended. In the end, it is clear that equity indexing
consistently provides the opportunity to exceed safe
money savings rates. Again, remember being committed
to let the equity indexed account work for the entire
index period is the best way to achieve superior results.

The “Financial Pyramid” (back page) will help you
understand where equity indexed accounts fit within
the safe-money category, adding diversification to your
investment portfolio. Safe-money savings have different
goals and objectives from at-risk investment money.

The financial vehicles in each

stated rate, and is unaffected by
the other track. The other track
is the index account value. This
track behaves independently of
the guaranteed track and is
where the movement of the
underlying index determines
the resulting index interest. At
maturity, you would receive
whichever account value is
greater.

Some years will be greater
than safe money alternatives and
some years will be lower. The

section of the pyramid have
features and benefits unique to
the risk and return classification
for which they were created.

When deciding which to
include in your investment
strategy, your overall satisfaction
with the concepts you choose
may rely upon understanding
the role they will play. It’s
unrealistic to expect consistent
growth levels from safe-money
vehicles to compete with
investment products higher up

goal is to benefit from the long-
term growth potential of the underlying index itself.
People should be willing to stick with the equity indexed
account for the entire index period realizing that in
some cases they might get off to a slower start. You
wouldn’t leave a baseball game if your team were behind
after the first few innings. Likewise, it would be foolish

in the pyramid. Likewise, those
at risk investment products were not intended to
provide the guarantees and safety that’s associated with
safe-money vehicles. This pyramid is useful in making
sure you understand the goals and objectives of safe-
money savings and the role these vehicles were intended
to serve.



TheWall Street Journal

The New Rules of
Retirement

Losses Prompt Revised Thinking on
How to Invest And When to Retire;
Rebuilding Your Nest E9g

By Jeff D. Opdyke and Ruth Simon

I f you are saving for retirement, the
stock market’s plunge has been painful.
If you are already retired or nearing that
point, it has likely been a disaster.

The bear market of the past 2% years
has wiped away more than $678 billion of
retiree wealth, according to new
calculations based on the University of
Michigan’s Health and Retirement Study.
The calculation, based on a continuing
study tracking 20,000 people from age 50
until they die, estimates that there has been
a 10% decline in the portfolio of the typical
retiree who holds stocks directly or through
an IRA.

In the first six months of 2002,

T. Rowe Price handled 40% more calls to
its advisory group, which provides help with
retirement planning. The AARP says calls
and letters from worried retirees and pre-
retirees have more than tripled in the past
year.

Buy Annuities: Some planners are once
again recommending fixed annuities, sales
of which hit a record $22.1 billion, in the
first quarter. “1 hadn’t looked at them in 10
years, now | am because they have higher
returns than anywhere else in the world,”
says Debborah Voso, a fee-only financial
planner in Frederick, MD.

Retirees should generally avoid variable
annuities, which often carry high fees and
other unattractive features. Instead, look
for fixed annuities in which there isa
guaranteed rate of return for a period of
years—and no charge for cashing out at
the end of that period. That way, investors
won'’t be hit with big surrender charges for

getting out when the guaranteed rate

drops.
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Investors Abando

By Harriet Johnso
—USA Today

N Bank CDs

n
Brackely ang Desiree French

H arold and Ge
Nthought thej Orgette Driscol| .
retired 12 )geargh: Ir financial lives w?;(? cerfield, IL,
couple h 90 from a career i secure. Harolq
ad the bulk €€r In marketing, The 78,
- The

Certificates of ¢ of their money i

: eposit. : €y in safe,

; e'(r)annua, income totZen Interest rates oure
000 in Previous years

50-Plus

Interest Rates Rock Reti rees

Low Ret_urns on Certificates
of Deposit Take Toll

By Trace Cone
Knight-Ridder News Service
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Precious Metals
¢ il Drilling Partnerships
o Stock Options
¢ New Issue Common Stock

e Growth Stocks
¢ Real Estate Investment Trusts
e Blue Chip Common Stocks
e Variable Annuities and Mutual Funds
o State and Municipal Bonds
¢ AAA Corporate Bonds

Intermediate
Risk

¢ Equity Indexed Annuities
e Fixed Annuities
e Treasury Bills & Bonds

17
e Certificates of Deposit Safe
* Money Market Accounts Money”
e Interest Bearing Checking Accounts
¢ Passhook Savings Accounts
e Cash

Safety

An equity indexed annuity is safe. A qualified legal
reserve life insurance company is required to meet its
contractual obligations to you. These reserves must, at
all times, be equal to the withdrawal value of your annuity
policy. In addition to reserves, state law also requires
certain levels of capital and surplus to further increase
policyholder protection. Legal reserve refers to the strict
financial requirements that must be met by an insurance

company to protect the money paid in by all
policyholders. These reserves must, at all times, equal
the withdrawal value (principal plus interest less early
withdrawal fees, if any) of every annuity policy. State
insurance laws also require that a life insurance company
must maintain certain minimum levels of capital and
surplus, which provide additional policyholder
protection.



