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The evolving risks landscape

The landscape of retirement planning is undergoing a significant transformation. New challenges
have emerged, demanding a more holistic approach than traditional models, which focused solely on
wealth accumulation. This white paper delves into the limitations of accumulation-centric strategies
in tackling the multifaceted challenges faced by today’s retirees, including financial, external, and
personal risks.

The paper explores vulnerabilities in the current system that can trigger unexpected financial
hardships in retirement and potentially lower retirees' standard of living. It also considers the converse,
where retirees with sufficient assets may underspend due to fear, discomfort, or a lack of knowledge
about efficient spending strategies.

To address these issues, a closer examination of the risk landscape is necessary. This will pave the way
for more holistic approaches to retirement income planning that prioritize proactive risk management
and sustainable income streams, rather than simply accumulating assets.



Retirement risks in focus

FINANCIAL RISKS

These are risks that threaten the financial foundation of one's retirement by impacting savings,
investments, and income streams.
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Equity returns risk
Insufficient growth may lead to a premature depletion of savings during retirement.
A too conservative portfolio can hinder returns and income generation.

Market shock risk
The stock market’s volatility and unpredictability can complicate retirement planning,
as downturns may reduce the value of one’s hard-earned savings.

Longevity risk
Longer-than-expected lifespans could result in unsustainable withdrawals early in
retirement, leaving individuals vulnerable to financial insecurity later in life.

Inflation risk
As the cost of living increases over time, the purchasing power of one’s retirement
income may decrease. This could make it harder to cover basic needs and expenses.

EXTERNAL RISKS

These risks are external factors beyond one’s control that have potential to disrupt plans and introduce
unforeseen challenges during retirement.
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Natural catastrophes and extreme weather
Natural disasters and weather-related events can damage property, impact health,
and impose unexpected financial burdens in retirement.

Legislative and regulatory shifts
Unexpected changes to Social Security benefits or Medicare coverage may alter
anticipated retirement income and health care costs.
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PERSONAL RISKS

Stemming from personal knowledge, decision-making, and life circumstances, these risks can affect an
individual’s ability to plan effectively for and manage finances throughout retirement.
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Career disruptions and job loss

Career disruptions during saving years can influence saving habits. Additionally,
an unexpected job loss close to retirement may potentially disrupt or delay
retirement plans.

Cognitive and behavioral risks
Age-related cognitive decline or emotional biases can cloud judgment and lead to
poor or risky financial decisions that impact retirement security.

Debt
Carrying debt into retirement limits financial flexibility. High monthly payments can
strain a budget and leave less money for essential expenses.

Familial changes
Unexpected events like divorce or caring for aging parents may compel individuals
to dip into retirement savings or delay retirement to continue working.

Financial literacy challenges

A lack of understanding about financial products, investing, and retirement planning
can hinder one’s ability to make well-informed investment decisions or create a
sustainable retirement income strategy.

Health and long term care costs
Rising health care costs and the potential need for long term care, whether for
oneself or a loved one, can put strain on a retirement budget and deplete savings.



Assessing financial risks

Today'’s retirees and pre-retirees face a number of financial risks that can erode their hard-
earned savings. This section examines four key financial risks and their potential implications
on retirement savings.
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EQUITY RETURNS RISK

Equity returns risk refers to the possibility of investment returns falling short of expected levels. This
can occur due to various factors, such as a decline in economic growth, an increase in interest rates,
or the collapse of asset bubbles. As reliance on conventional growth drivers like stock market returns
becomes less reliable, individuals may need to explore alternative income sources like annuities to
ensure consistent income throughout their retirement.

MARKET SHOCK RISK

Retirement savings plans invested in the stock market are vulnerable to market fluctuations, leaving
retirees concerned about potential losses. Many Americans are wary of investing, with a significant
percentage anticipating market volatility in 2024 and valuing protection from market loss.

* 76% are worried that the upcoming elections will cause more market volatility.!
* 67% say it's important to have some of their retirement savings in a product that protects it from
market loss.!

Although the stock market has historically shown long-term growth, major downturns like the 2008

financial crisis, which saw the S&P 500 drop 37% in a single year, can severely affect retirement
savings, particularly for those nearing retirement with less time for recovery.

S&P 500 Index Total Yearly Returns (including dividends), %>
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20.00%
10.00%
0.00%
o
-10.00%
<« A market downturn of any
-20.00% magnitude early in retirement can
significantly decrease the value of
-30.00% a portfolio and increase the risk of
running out of money in later years.
-40.00%
1998 2003 2008 2013 2018 2023

! Allianz Life conducted an online survey, the 2024 1Q Quarterly Market Perceptions Study, in February 2024 with a nationally
representative sample of 1,005 individuals age 18+.

2S&P 500 Index, Historical Annual Data, as of December 31, 2023. The interest credited to an FIA is not likely to equal the index returns.
Past performance does not guarantee future results.



LONGEVITY RISK

Women and healthier
Americans are more exposed
to this risk due to longer life
expectancies

As life expectancies continue to rise, one of the most
significant financial risks in retirement is the possibility of
running out of savings, also known as longevity risk.

While this is good news for overall health, it also means
retirement savings must last for a longer period of time.
Retirees may find themselves compelled to stretch their
savings, heightening the risk of depletion later in retirement.
Estimating one's lifespan is also a challenge. Half of women
(50%) and a third of men (33%) admit to having no idea how
long they will live.!

71% of 65-year-old women
today can expect to surpass
age 80, with nearly 30%
living past age 90, and 11%
reaching age 95.2

Early Social Security claiming can complicate longevity risk

Factors like early claiming of Social Security benefits can further exacerbate longevity risk by
reducing monthly benefits. The graph below shows how claiming age influences monthly benefits
for a hypothetical worker eligible to receive $1,500 per month at the full retirement age (FRA) of 67.

Example of claiming age on monthly benefit?

Additional 24%

increase by waiting —\[

$2 000 until age 70

$1,800
$1,600
$1,400
$1,200
$1,000
$800
$600
$400
$200
$0

43% increase by waiting until FRA —>

Monthly benefit

62 63 64 65 66 67 68 69 70
Claiming age

Despite clear financial incentives to delay Social Security, many still claim early. In 2022, 49.3% of men
and 51.8% of women claimed benefits before reaching the Federal Retirement Age (FRA), with almost
one-quarter of both men and women claiming at age 62.* Doing so may require them to rely more

on other assets, like their 401(k) plan, to make up for the lower monthly benefit. If they outlive those
assets, they could be left with a reduced benefit for life.

1The Allianz 2024 Annual Retirement Study, conducted online in February and March 2024 with a nationally representative sample of 1,000 individuals
age 25+ in the contiguous U.S. with an annual household income of $50k+ (single) / $75k+ (married/partnered) OR investable assets of $150k+.

2U.S. Social Security Administration, Period Life Table, 2020, as used in the 2023 Trustees Report
3 Authors' calculation based on SSA data

#Social Security Administration, Annual Statistical Supplement, 2023
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INFLATION RISK

Inflation poses a silent threat to retirement savings, gradually eroding their purchasing power over
time. Even modest inflation rates may require higher withdrawals from retirement savings each year
to maintain the same standard of living. According to data from the Bureau of Labor Statistics, an
individual who retired 20 years ago with $1,000,000 in retirement assets would see their assets' real
value decrease by a staggering 40% due to inflation.!

From silent thief to sudden shock In June 2022, inflation peaked at
Inflation isn’t always slow and steady. It can also 9.1%. Here is what that looked like
come in sudden bursts. A prime example is the across several core categories:2
pandemic-era inflation shock the U.S. experienced
from 2021 through mid-2022. Food overall 110.4%

* Food at home 112.2%
Supply chain disruptions and surging demand * Food away from home 17%

for goods caused prices to jump rapidly, placing

significant pressure on household budgets. SR O WL S

e Fuel oils and other fuels 170.4%
* Motor fuel 160.2%

U.S. Consumer Price Index All items less fooFi qnd energy 15.9
* Household furnishings and

Year-over-yeor percent chonge, supplies 110.2%
June 2013 = 20232 . Apparel 1‘52%
* New vehicles 111.4%

0.10
* Motor vehicle parts and
ey equipment 114.9%
0.06
Services (less energy services) 15.5%
0.04 - Shelter 15.6%
0.02 * Medical care 1M4.8%,
0.00 * Transportation 18.8%

2013 2015 2017 2019 2021 2023 * Recreation 1M4.7%

While fewer people today (68% - Q1 2024) are worried about inflation worsening in the next 12
months vs. just before the peak (82% - Q2 2022), 68% say that prices are still too high and that they've
struggled to make ends meet during the past three months. Many also worry about the future impacts
of inflation:

« 76% are concerned that the rising cost of living will affect their retirement plans?

* 50% have said that they’ve had to stop or reduce their retirement savings due to inflation?

Rising costs are a constant worry, even outside record-breaking inflation periods. Many Americans
have experienced sticker shock at the grocery store and the gas pump, underscoring worries about the
potential impact of inflation in the future.

! Authors’ calculation based on data from U.S. Bureau of Labor Statistics
2U.S. Bureau of Labor Statistics

3 Allianz Life conducted an online survey, the 2024 1Q Quarterly Market Perceptions Study, in February 2024 with a nationally representative
sample of 1,005 individuals age 18+.



Addressing financial risks

About the Allianz Lifetime

Income+® Annuity

Designed to be seamlessly added to any
defined contribution plan, Allianz Lifetime
Income+® is a modern fixed index annuity
that provides a guaranteed stream of
income in retirement, and has innovative
features that help address common
retirement risks.

Financial risks have long been a key consideration
in retirement income planning, and there are
several approaches to analyzing these risks and
identifying potential solutions.

One such solution is the Allianz Lifetime Income+®
Annuity, which this paper will focus on.

Results presented in this paper are based on

the Portfolio Impact Report, a calibrated Monte Fixed index annuities are designed to
Carlo engine developed by Allianz Investment meet long-term needs for retirement
Management U.S. LLC (AIM US) that uses income. They provide guarantees against
model hypothetical portfolios and over 20,000 the loss of principal and credited interest,
simulations to assess the likelihood of achieving tax-deferred accumulation potential, and
retirement goals. the reassurance of a death benefit for

beneficiaries.

Assumptions used for analysis

Capital Market Asset Allocation

Product Assumptions e Participant Assumptions Sermi s

Product: Equity Current age: 55
Allianz Lifetime Income+® Annuity | Total returns: 7.00% No Annuity:
Volatility: 16.00% Retirement age: 67 o ;
Fees: 0.50% Y ) 60% Equity and
40% Bond
Income begins at retirement age | Bond Planning age: 95
Yield: 3.00%
Annual cap: 5.00% Volatility: 5.00% Retirement Assets: $250,000 | Apnyity:

i incinals o 40% Equity,
Protection of principal: 100% Correlation Contributions: $12,000/year | 30% Bond and
Personal lifetime withdrawal R o 30% Annuit
rate: 5.50% 15.00% Income Inflation: 2.0%/year nhuity

Methodology and assumptions used in simulations

1. S&P 500° Index used as a proxy for U.S. large-cap, BBgBarc US Agg Bond Index used for U.S. bonds.
Success is measured as having the desired legacy wealth at the end of the stated investment horizon. This
goal increases annually with inflation.

3. Hypothetical outcomes were derived from 20,000 Monte Carlo simulations.

* No advisory fees or taxes are reflected.

» Bond yields are mean reverting.

» Equity dividends are reinvested continuously.

» Bonds are zero-coupon with a constant 7-year maturity.

* Monthly income goal is not changed as account balances decrease.

 Annuities are given first priority as an income source, followed by the sale of securities.
+ Securities are sold in proportion to asset class account values.

This example is hypothetical and does not represent an actual client.
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ESTABLISHING A BASELINE

To better understand the potential advantages of integrating an annuity into a portfolio to address
various financial risks, begin by examining the example outlined below. This chart illustrates the
impact of adding the annuity assuming everything goes according to plan, based on the assumptions
provided on the previous page.

Efficient Income Frontier

$40,000
$35,000
$30,000
$25,000 I
$20,000
$15,000

$10,000
100% 95% 90% 85% 80% 75% 70% 65% 60% 55% 50%

Probability of Success

Income

With Annuity No Annuity

This example is hypothetical and does not represent an actual client.

By including an allocation to the annuity, the "efficient income frontier" is shifted upward and to the
left. This means that it is possible to achieve a higher income level with the same amount of risk, or
alternatively, the probability of achieving the same income level is increased. To illustrate, if the income
goalis $24,000, a portfolio that includes the annuity has a 92% probability of success, while a portfolio
without the annuity has only a 79% probability of success. This represents a 13% improvement in the
likelihood of achieving the desired income level.

Before delving into specific risk scenarios, it's important to recognize the positive impact of an
allocation to the annuity. It’s not just a safeguard against unforeseen risks, but it can also enhance
outcomes for plan participants under normal assumptions. Of course, as has been displayed in
this white paper, life rarely goes according to plan, and retirees are faced with a wide range of
potential risks.



EQUITY RETURNS RISK

While equity markets offer high growth potential, they also harbor the risk of loss. Should equity
markets underperform, this can have a sizable impact on one’s retirement savings. Consider a scenario
where equity markets return 6% during a participant’s lifetime instead of the originally assumed 7%.

Efficient Income Frontier - Equity Returns Risk

$40,000
$35,000
$30,000
$25,000
$20,000
$15,000

$10,000
100% 95% 90% 85% 80% 75% 70% 65% 60% 55% 50%

Income

Probability of Success

With Annuity - 7% Return No Annuity - 7% Return
e \Nith Annuity - 6% Return e No Annuity - 6% Return

This example is hypothetical and does not represent an actual client.

In such a scenario, the annual income for a given level of risk decreases in both portfolios when equity
returns are lower. At an income goal of $24,000, the portfolio with the annuity and 6% equity returns
has an 87% probability of success. This is 19% higher than the portfolio without an annuity and 6%
equity returns, which has a 68% probability of success. It is also 8% higher than the baseline portfolio
without the annuity and 7% equity returns, which has a probability of success of 79% for the same
income goal.

By offering a guaranteed level of income in retirement, an annuity reduces reliance on unpredictable
market performance. This lowers the overall sensitivity of a portfolio to stock market swings, providing
a layer of security for participants nearing or in retirement. It also helps participants maintain a more
balanced portfolio with a healthy allocation to equities for long-term growth.

11
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MARKET SHOCK RISK

Experiencing a market downturn early in retirement can have a significant impact on one's retirement
plan. For example, suppose the equity market drops 25% and the bond market drops 10% during the
first year of retirement (age 67).

Efficient Income Frontier - Market Shock Risk

$40,000
$35,000
$30,000
$25,000

Income

$20,000
$15,000

$10,000
100% 95% 90% 85% 80% 75% 70% 65% 60% 55% 50%

Probability of Success

With Annuity - No Shock No Annuity - No Shock
e \\ith Annuity - Shocked @ No Annuity - Shocked

This example is hypothetical and does not represent an actual client.

As anticipated, both portfolios display a decline in comparison to their respective baselines, as
depicted in the chart above. However, the portfolio that includes the annuity provides an additional
layer of protection. Consider the retirement income goal of $24,000 from the baseline example.
Without the annuity, the probability of achieving this goal falls from 79% to 57% during a market
downturn - a significant 22% decrease. In contrast, the portfolio with the annuity sees a smaller decline
in probability of success, dropping from 92% to 82% during a market downturn — a 10% decrease.
Importantly, even in the shocked scenario, the annuity portfolio’s probability of success (82%) is higher
than the non-annuity portfolio’s probability of success without a downturn (79%).

Furthermore, suppose the hypothetical participant decides to decrease their income goal to $21,000
due to the market downturn. In that case, the annuity portfolio still has a 92% probability of success,
which is the same as the probability of success for achieving the original income goal of $24,000
without the market shock. In contrast, the non-annuity portfolio would only have a 70% probability of
success in achieving this lower goal.

This example highlights the benefits of using Allianz Lifetime Income+® as a hedge against market
losses. Unlike traditional investments that rise and fall with the market, fixed index annuities can never
lose value due to a market downturn. This provides a safeguard for a portion of the portfolio against
market volatility, ensuring that participants receive a reliable income stream during their retirement
years, even in times of economic uncertainty.



LONGEVITY RISK

To better understand the impact of living longer than anticipated in retirement, consider the following
example. In the original plan, the client was assumed to receive income until age 95. However, if they
end up living until age 100, their retirement plans could be disrupted.

Efficient Income Frontier - Longevity Risk

$40,000
$35,000
$30,000
$25,000
$20,000
$15,000

$10,000
100% 95% 90% 85% 80% 75% 70% 65% 60% 55% 50%

Income

Probability of Success

With Annuity - Age 95 No Annuity - Age 95
ams \\ith Annuity - Age 100 e No Annuity - Age 100

This example is hypothetical and does not represent an actual client.

In this situation, having an annuity in the portfolio can yield significant benefits. For someone targeting
an annual income of $24,000 in retirement, the probability of successfully achieving that goal is 92%
with the annuity included. Even when planning for a longer lifespan up to age 100, the probability of
success only decreases by 2% to 90%.

However, if the portfolio does not include an annuity, the impact of outliving one's savings is much
higher. In the non-annuity portfolio, the probability of success drops 8% from 79% when planning to
age 95 to 71% when planning to age 100 in the longevity risk scenario. This is a substantial 19% lower
than the portfolio with the annuity in the same scenario.

Annuities offer clear benefits for individuals concerned about outliving their retirement savings. With a
guaranteed income stream for life, annuities provide a reliable source of income, no matter how long
one lives. This is especially important for ensuring that basic needs are met throughout retirement,
even if one lives beyond their expected lifespan. Additionally, predictable and consistent income
payments can alleviate anxiety around managing a dwindling nest egg, allowing retirees to focus on
enjoying retirement with greater financial security.

13
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INFLATION RISK

As retirement approaches and portfolios become more conservative, traditional fixed-income options

like bonds become vulnerable to inflation risk, as rising inflation often corresponds with higher interest
rates, which can lower the value of fixed-income investments. Consider a scenario where a participant
needs to increase their withdrawals by 2.5% instead of 2.0% due to inflation.

Efficient Income Frontier - Inflation Risk

$40,000
$35,000
$30,000
$25,000

Y

Income

$20,000
$15,000

$10,000
100% 95% 90% 85% 80% 75% 70% 65% 60% 55% 50%

Probability of Success

With Annuity - 2.0% Inflation No Annuity - 2.0% Inflation
e \\/ith Annuity - 2.5% Inflation e No Annuity - 2.5% Inflation

This example is hypothetical and does not represent an actual client.

In this example, both portfolios experienced a decline compared to their respective baselines.
However, when considering a scenario where hypothetical participants need to increase
withdrawals by 2.5% due to inflation, the portfolio with the annuity provides a greater probability of
success in achieving the income goal of $24,000. Specifically, the portfolio with the annuity has an
85% probability of success, 16% higher than the portfolio without the annuity, which has only a 69%
probability of success for the same income goal.

While all annuities provide a guaranteed stream of income, not all offer the potential for income
growth to combat inflation. As a fixed index annuity, Allianz Lifetime Income+® offers a compelling
solution. It provides a guaranteed income stream shielded from market downturns, while also
offering the potential for growth based on positive market performance. This combination helps
retirees maintain purchasing power while reducing the pressure on their overall portfolio.

Compounding complexity of financial risks

These financial risks don‘t act in isolation; they often interact. Longevity risk becomes even more
pressing if a retiree continues to take more income due to inflation. Similarly, while portfolios that deliver
high equity returns often correlate to a higher likelihood of income lasting throughout retirement,

they also elevate market shock risk. Balancing all of these risks can be challenging. Fortunately, a
guaranteed lifetime income solution with the opportunity for increasing income can help hedge against
each of these financial risks and improve participant outcomes amid economic uncertainty.



Assessing external risks

The external environment is constantly shifting, introducing unforeseen challenges that can erode
retirement plans. This section will explore how two prominent external risks — natural disasters and
extreme weather events along with legislative and regulatory shifts — pose a threat to the financial
security of retirees and pre-retirees.
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NATURAL CATASTROPHES AND EXTREME WEATHER

With natural disasters and extreme weather events on the rise, more retirees are vulnerable to
property damage, displacement, and essential service disruptions. These challenges can deplete
retirement savings and strain budgets — making this a growing concern for many.

Over half of Americans have anxiety about rising costs, financial losses, or even health effects from
extreme weather events, and a quarter see it as a top risk to their retirement income.! This isn't just
future worry; currently, over a third (35%) of those relying on financial support from a family member
other than a spouse/partner do so due to a recent natural disaster or extreme weather event.!

Extreme weather events are becoming increasingly common, intense, and expensive

In 2023, the U.S. experienced a record-breaking 28 billion-dollar disasters, including heat waves,
droughts, severe storms, and flooding. This surpasses the previous record of 22 set in 2020, a year
marked by a particularly challenging hurricane season. Hurricanes Laura, Delta, and Sally inflicted
widespread damage across Louisiana and the Gulf Coast, leaving many retirees grappling with
expensive repairs and displacement.

While insurance can help cover many of the losses caused by such disasters, there are still deductibles,
increased insurance premiums, and other expenses that can impose significant financial strain.
Additionally, these are not isolated incidents. In fact, extreme weather events are becoming more
frequent, intense, and costly, as evidenced in the chart below.

U.S. Billion-Dollar Disaster Events 1980-2023 (CPI-Adjusted)?

30 $500

25
£ $400 ,
Q =
> 20 .0
@ $300 =
% 15 @
8 $200 ¢
Z 5 $100

0 $0

1980 1984 1988 1992 1996 2000 2004 2008 2012 2016 2020 2023

All Disasters Count === All Disasters Cost

As the frequency of weather-related disasters rises, it becomes increasingly important for financial
planning strategies to factor in such risks. Providing solutions that anticipate rising costs can help
participants financially prepare for the possibility of such events, even if climate change may not be
top of mind for all participants.

!Allianz Life conducted the 2024 Annual Retirement Study online survey in February and March 2024 with a nationally representative sample of
1,000 individuals age 25+ in the contiguous U.S. with an annual household income of $50k+ (single) / $75k+ (married/partnered) OR investable

assets of $150k+.
2U.S. Billion Dollar Weather and Climate Disasters, National Centers for Environmental Information, March 2024



LEGISLATIVE AND REGULATORY SHIFTS

Social Security is an important source of income for the majority of retirees. A staggering 92% of
Americans age 65 or older receive Social Security benefits,* and for many, it’s a significant portion of
their retirement income. Women in particular rely heavily on Social Security. Over four in ten (42%)
women age 65 and older depend on Social Security for at least half their income, and 15% rely on it for
90% or more.2 Men rely on it slightly less, with 37% needing Social Security for at least half their income
and 12% relying on it for 90% or more.?

However, Social Security faces financial challenges due to shifts in workforce demographics and an
aging population. Currently, there are fewer workers supporting each Social Security beneficiary. As a
result of this trend, the Congressional Budget Office (CBO) projects that Social Security trust funds will
be depleted by 2034.3

In this scenario, those who begin collecting benefits after depletion receive lower initial benefits —
ranging from a 25% reduction for those in the 1970s birth cohort to a 28% reduction for those in the
1990s birth cohort.? Beneficiaries in earlier cohorts experience no change to initial benefits, but receive
smaller benefits after depletion, resulting in lower lifetime benefits.

Reductions in Average Initial Benefits for Retired Workers Under
a Payable Benefits Scenario, by Birth Cohort (2023 Dollars)?

28%
reduction
$30,000 26%
= d25% reduction
% reduction
$25,000 reduction
N2
$20,000
$15,000
$10,000
$5,000
$0
1950s 1960s 1970s 1980s 1990s

Planning for additional sources of guaranteed income is important for maintaining an individual’s
standard of living in retirement if changes are made to Social Security benefits. This is particularly
relevant as the majority of participants are uncertain about the future of the program:

* 79% of Americans are worried about the future of Medicare and Social Security*

* 72% say they can’t count on Social Security benefits when planning their retirement income*

Moreover, the vast majority (90%) believe that an additional source of guaranteed lifetime income is
critical in order to have a comfortable retirement.* Regardless of future changes to Social Security, a
diverse portfolio with guaranteed lifetime income sources can provide a heightened sense of security.

12023 Economic well-being of U.S. households in 2022, Board of Governors of the Federal Reserve System, May 2023
2Social Security Basic Facts, U.S. Social Security Administration, December 2023
3CBO's 2023 Long-Term Projections for Social Security, Congressional Budget Office, June 2023

*Allianz Life conducted an online survey, the 2024 1Q Quarterly Market Perceptions Study, in February 2024 with a nationally representative
sample of 1,005 individuals age 18+.
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Addressing external risks

As the world evolves, so too will the nature and severity of external risks faced by retirees. Ultimately,
a detailed approach to retirement income that acknowledges and builds in buffers for external risks is
essential for navigating an increasingly complex and unpredictable world. Allianz Lifetime Income+®

offers one potential solution.

Natural catastrophes and extreme weather

By providing a reliable source of income that is insulated
from market fluctuations, Allianz Lifetime Income+® can
help alleviate the financial impact of natural disasters
and extreme weather.

Additionally, the potential for income growth ensures that
retirees have a guaranteed stream that keeps pace with
rising costs, including insurance premiums.

The flexibility to withdraw funds after income has
started without having to worry about withdrawal fees
can be particularly useful for unexpected expenses
like costly home repairs, increased health care costs, or
relocation expenses.

This is a significant advantage over products that
require annuitization, wherein participants must give up
control over the annuity in order to receive payments.

It is important to note that a Market Value Adjustment
(MVA) and taxes may apply to either a full or a

partial withdrawal.

Legislative and regulatory shifts

In-plan annuities are well suited to supplement Social
Security benefits, as they provide a guaranteed stream of
income for life and full protection from market downturns.
In fact, annuities are the only financial products that offer
such a guarantee, making them a strong option for any
retirement income strategy.

Additionally, some annuities, like Allianz Lifetime
Income+®, provide the potential for increases to help offset
inflation, similar to the Cost-of-Living-Adjustment (COLA)
of Social Security. If Social Security benefits are reduced
in the future, a guaranteed lifetime income product such
as Allianz Lifetime Income+® can help retirees maintain
their standard of living and cover essential expenses.

Key Features

o

Guaranteed

lifetime income
Provide an added layer
of security against
external risks

Protection from

market downturns

Help participants weather
any market conditions

Growth potential
Address rising costs in
retirement stemming from
a number of external risks

Flexibility

Help participants deploy
wealth strategically in an
evolving world

Accessibility
For unforeseen expenses
in an unpredictable world



Assessing personal risks

Retirement planning is often envisioned as a linear path — accumulate wealth, reach a certain age,
and sail off into the sunset. However, the reality is far more intricate. Personal risks weave a complex
web that can significantly alter an individual’s ability to achieve a secure retirement. These risks are as
unique as the people they affect, highlighting the need for flexible and tailored retirement strategies.
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CAREER DISRUPTIONS AND JOB LOSS

The American work landscape is shifting. Bureau of Labor
Statistics data shows the average adult has held 12 jobs
by age 55, with many concentrated in their early 20s.!

However the future points toward even more frequent
job changes and potential career pivots throughout life,
as advancements in Al and automation could disrupt
traditional job markets.

Career disruptions aren’t always negative, either. Many
people are choosing to take less linear paths for personal
fulfillment or flexibility.

COGNITIVE AND BEHAVIORAL RISKS

Retirement planning is a complex process that requires
individuals to think critically about their financial needs
in the long term. However, as people age, cognitive
decline can cause difficulties with memory, attention,
and decision-making, which can significantly undermine
retirement planning efforts.

In addition to age-related cognitive decline, behavioral
choices throughout life can also impact an individual's
ability to plan for their retirement. For instance,
individuals who engage in impulsive spending or who
fail to save enough for retirement may find themselves
struggling to make ends meet later in life. Similarly,
people who underestimate their future expenses or
overlook potential financial risks may find themselves
facing unexpected financial burdens during retirement.

1U.S. Bureau of Labor Statistics, August 2023
2 Future of Jobs Report 2023, World Economic Forum, May 2023

3L, J., Wang, S., & Nicholas, L. H. (2022). Management of financial assets by
older adults with and without dementia or other cognitive impairments. JAMA
Network Open, July 2022

Automation and
globalization are disrupting
entire industries, leading

to job losses and forcing
individuals to reskill or
retrain mid-career

By 2027, two-fifths of the core skills
workers have today will be disrupted
by technological change.?

Half of all workers’ core skills will
need to be updated every five years.?

Maijority of older adults with
cognitive impairment struggle
to manage finances

Nearly 3 in 4 older adults living with
dementia report managing their
own finances.?

57%

Among those managing their own
finances, 57% reported having
difficulty doing so compared with 3.8%
of those without cognitive impairment.?



DEBT

With the surge of student loan debt in the United States,
many graduates are burdened with debt well into their
working lives. A study by the Employee Benefit Research
Institute (EBRI) found that plan participants with an annual
income over $50,000 and less than five years of tenure, who
have student loan debt, have a 401(k) balance that is, on
average, 36% lower than those without student loan debt in
the same income and tenure brackets.!

Another recent EBRI study linked credit card debt to lower
contribution rates and smaller nest eggs, even when
controlling for tenure and income. For participants earning
$75,000-$99,999 annually with tenures exceeding 15 years,
those with credit card utilization rates between 80-100%
had median account balances less than half that of those
with 0% utilization.? Utilization ratios are commonly used
to analyze debt because they compare the amount of debt
owed to the amount of credit available.

Debt, whether it stems from student loans, credit cards,
or other sources, can erode disposable income, posing
challenges for retirement income.

FAMILIAL CHANGES

Life throws curveballs, and familial changes can have
a profound impact on retirement planning. Events like
divorce can lead to a sudden drop in household income or
a division in retirement savings, shaking retiree confidence.

Similarly, caring for aging parents or disabled children can
come with unexpected expenses, forcing individuals to dip
into their retirement savings prematurely to cover medical
bills or living costs. In some cases, delaying retirement
altogether may be necessary to continue financing care.

Additionally, many caregivers may need to step away from
work to take care of their loved ones. Lost wages during
this time could mean fewer contributions to retirement
accounts, while additional caregiving expenses may also
eat into savings.

!Student Loans and Retirement Preparedness, Employee Benefit Research Institute
(EBRI), February 2024

?How Financial Factors Outside a 401(k) Plan Can Impact Retirement Readiness,
Employee Benefit Research Institute (EBRI), September 2023

3 Allianz Life conducted an online survey, the 2024 1Q Quarterly Market Perceptions Study,
in February 2024 with a nationally representative sample of 1,005 individuals age 18+.

*Allianz Life conducted the 2023 Women Money Power Study online in October 2023
with a nationally representative sample of 900 women age 25-75 with an annual
household income of $30k+.

Debt's adverse affects may
worsen when combined
with other financial risks
like inflation

51%

51% of Americans say they have taken
on more debt because of inflation.?

Life events like divorce can
erode retirees' confidence in
their retirement plans

Divorced

___________E&

Married

Only 38% of divorced women said
they felt confident about their current
retirement financial plans compared to
over half (56%) of married women.*
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FINANCIAL LITERACY CHALLENGES

Navigating the complexities of retirement planning
requires a strong foundation in financial literacy.

However, a significant portion of the population lacks the
knowledge and skills necessary to make informed financial
decisions, often resulting in suboptimal investment

choices, inadequate savings, and ultimately, insufficient
retirement income.

One such hurdle stems from a lack of understanding
surrounding how much retirement income can be
generated from one’s retirement savings.

According to a recent survey conducted by the National
Institute of Retirement Security, only 8% of working-age
Americans were able to accurately estimate how much
annual retirement income $100,000 in savings could
provide (using a benchmark of $3,000-$4,999 per year
starting at age 67).!

Many respondents overestimated, with 21% believing

it would generate between $10,000-$14,999 annually
throughout retirement.! Even more concerning, nearly 1 in
5 (19%) believed that $25,000 or more could be produced,
which is over five times the study’s benchmark for a
reasonable estimate.!

HEALTH AND LONG TERM CARE COSTS

Health care and long term care expenses pose substantial
challenges in retirement planning, particularly for
individuals with chronic conditions or complications.

Failing to account for these expenses may leave retirees
struggling to cover basic needs and could potentially
deplete their savings. Therefore, it is important to factor

in health care and long term care costs when planning for
retirement to ensure retirees can afford the care they need
without exhausting their savings.

! Retirement Insecurity 2024: Americans’ Views of Retirement, National Institute on
Retirement Security, February 2024

22023 Retirement Income Literacy Study, The American College of Financial
Services, April 2024

*How to plan for rising health care costs, Fidelity, June 2023

Majority of Americans
lack knowledge of basic
retirement planning

74%

Nearly three-quarters of consumers
age 50 to 75 failed a test of basic
retirement knowledge.?

Health care presents
significant costs in retirement

To cover health care expenses
in retirement:

$315,000

is the amount that the average
married couple age 65 would need to
have saved.?

$157,000

is the amount that the average single
person age 65 would need to have
saved.?



Addressing personal risks

While external and economic factors certainly pose challenges, personal risks can present a significant
and often overlooked threat to retirement security. This is because these risks are unique to each
individual. A job loss, for example, may be a temporary setback for one person but career-ending for
another. Similarly, health care costs can vary widely depending on individual needs.

Since these risks are individualized, they are unlikely to impact an entire participant population or
age group in the same way. This highlights the importance of flexible and personalized retirement
strategies, as a one-size-fits-all approach may not adequately address the diverse range of personal
challenges individuals face.

One potential solution is to combine a flexible guaranteed lifetime income solution with a personalized
advice program. See how this could work using the Allianz Lifetime Income+® Annuity delivered
through a managed account solution:

Allianz Lifetime Income+® a Managed Account
A flexible solution for what lies ahead Amplify impact with an individualized approach

Allianz Lifetime Income+® recognizes that retirement Unlike traditional one-size-fits-all strategies,
is one of the most dynamic stages of life, and that managed accounts optimize the full array of
circumstances may change even after someone has investment options in a plan, tailoring options based
retired and started taking income. on individual participant needs and objectives.
Helps address personal risks by: Helps address personal risks by:
+ Giving participants the ability to choose when to » Optimizing portfolios for individual needs based

start their income after age 60 on a wide range of known data points and
+ Allowing participants to save unneeded income in participant inputs

any given year and add it to their annual maximum + Carefully evaluating all the options available in the

in future years core fund lineup to ensure a suitable fit for each
« Letting participants retain access to their annuity's participant based on their unique situation and

cash value with no withdrawal fees,* even after risk tolerance

income payments have begun » Enhancing growth and security objectives by using
* Providing multiple portability options for established methodologies for asset class exposure

participants who leave the plan, including options + Streamlining adoption through automation,

to roll over to an IRA, leave assets in-plan, or if their simplifying enrollment and reducing

new employer’s plan allows, roll the product into decision fatigue

their new employer-sponsored plan — always with all ~ +« Democratizing access to professional, fiduciary

the same benefits, guarantees, and pricing advice at an institutional price

* Market Value Adjustment (MVA) and taxes may apply to a full or
partial withdrawal

When paired with a flexible guaranteed lifetime income solution, managed accounts offer a highly
scalable approach to address the financial and external risks affecting numerous plan participants,
as well as the unique personal risks impacting each individual.
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Retirement reframed

At Allianz, we believe in an extensive risk management strategy
that addresses numerous retirement risks and helps individuals
build a flexible income strategy for an uncertain world.

The journey to a secure retirement is no longer linear, with various unpredictable risks threatening
even the most well-laid plans. While financial risks have received significant attention in the past,
building a resilient strategy requires a broader perspective — one that considers both the quantitative
(measurable) and qualitative (emotional) dimensions of risk.

At Allianz, we take a thorough approach to risk management, and have resources available to help

you integrate risk management strategies, such as annuities, into your plan sponsor clients’ retirement

plans. The Allianz Lifetime Income+® annuity is a solution tailored for defined contribution plans,

helping to address retirement risks with features that:

* Quantitatively improve outcomes: As shown, this annuity provides features that can demonstrably
improve outcomes for a host of financial risks.

« Offer flexibility and personalization: We understand the emotional aspects of retirement planning.
This annuity provides flexibility and personalization to meet a diverse range of participant goals and
accommodate future changes.

By taking a holistic approach to risk management, Allianz empowers plan sponsors, consultants, and
advisors to secure a more stable retirement future for plan participants. This aligns with our mission to
reframe retirement — moving beyond traditional models focused on accumulation and highlighting the
value of a guaranteed lifetime income stream in addressing the complex risks faced by participants.



Retirement risks are changing —
are you ready?

Discover tools to reframe the conversation around retirement risks

Our deep experience in retirement risk management makes Allianz a trusted source for relevant,
actionable information you can use to better understand plan and participant needs and concerns.
Browse our library of white papers, blogs, and practice management resources today.

@ visiT www.dllianzlife.com/dcplanresearch

Your partner in risk management
Contact the dedicated Employer Markets team at Allianz to learn more about the evolving landscape
of retirement risks and our innovative solutions designed to improve outcomes.

EMAIL retirement-income@allianzlife.com @ CALL 866.604.7516, OPTION 2



True to our
promises

SO you can be
true to yours®

Products are issued by:

Allianz Life Insurance Company
of North America

5701 Golden Hills Drive
Minneapolis, MN 55416-1297

www.allianzlife.com | 800.950.1962

Allianz Life Insurance Company of North America does not provide financial
planning services.

Fixed index annuities are designed to meet long-term needs for retirement
income. They provide guarantees against the loss of principal and credited
interest, tax deferred accumulation potential, and the reassurance of a death
benefit for beneficiaries.

Increasing income potential is provided through a built-in rider at no additional
cost. Withdrawals from the annuity may be subject to ordinary federal and state
income taxes. You may also be subject to a 10% federal additional tax if you take
withdrawals prior to age 59%-.

Guarantees are backed solely by the financial strength and claims-paying ability
of Allianz Life Insurance Company of North America.

Product and feature availability may vary by state and broker/dealer.
This content does not apply in the state of New York.

* Not FDIC insured * May lose value * No bank or credit union guarantee
* Not a deposit * Not insured by any federal government agency or NCUA/NCUSIF

For institutional use only - not for use with the public.

A leading provider of annuities and life
insurance, Allianz Life Insurance Company
of North America (Allianz) bases each
decision on a philosophy of being true:
True to our strength as a key part of

a leading global financial organization.
True to our passion for making wise
investment decisions. True to building

a culture where everyone feels welcomed,
included, and valued. And true to the
people we serve, each and every day.

Through a line of innovative products
and a network of trusted financial
professionals, and with 3.9 million
contracts issued, Allianz helps people
as they seek to achieve their financial
and retirement goals. Founded in 1896,
Allianz is proud to play a vital role in the
success of our global parent, Allianz SE,
one of the world’s largest financial
services companies.

While we are proud of our financial
strength, we are made of much more than
our balance sheet. By being true to our
commitments and keeping our promises,
we believe we make a real difference

for our clients. It's why so many people
rely on Allianz today and count on us for
tomorrow — when they need us most.




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Gray Gamma 2.2)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.1000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo false
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo false
  /PreserveFlatness false
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Remove
  /UsePrologue false
  /ColorSettingsFile (None)
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages false
  /ColorImageMinResolution 100
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 150
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.32667
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 1.30
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages false
  /GrayImageMinResolution 150
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 200
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.25000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 1.30
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages false
  /MonoImageMinResolution 300
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 300
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects true
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier (CGATS TR 001)
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<
    /ENU ([Based on 'ALLIANZ_Smallest File Size _No Color Conversion'] [Based on '[Smallest File Size]'] Use these settings to create Adobe PDF documents best suited for on-screen display, e-mail, and the Internet.  Created PDF documents can be opened with Acrobat and Adobe Reader 6.0 and later.)
  >>
  /Magnification /FitPage
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /BleedOffset [
        0
        0
        0
        0
      ]
      /ConvertColors /NoConversion
      /DestinationProfileName (U.S. Web Coated \(SWOP\) v2)
      /DestinationProfileSelector /UseName
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks true
      /IncludeHyperlinks true
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MarksOffset 6
      /MarksWeight 0.250000
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /UseName
      /PageMarksFile /RomanDefault
      /PreserveEditing false
      /UntaggedCMYKHandling /UseDocumentProfile
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
    <<
      /AllowImageBreaks true
      /AllowTableBreaks true
      /ExpandPage false
      /HonorBaseURL true
      /HonorRolloverEffect false
      /IgnoreHTMLPageBreaks false
      /IncludeHeaderFooter false
      /MarginOffset [
        0
        0
        0
        0
      ]
      /MetadataAuthor ()
      /MetadataKeywords ()
      /MetadataSubject ()
      /MetadataTitle ()
      /MetricPageSize [
        0
        0
      ]
      /MetricUnit /inch
      /MobileCompatible 0
      /Namespace [
        (Adobe)
        (GoLive)
        (8.0)
      ]
      /OpenZoomToHTMLFontSize false
      /PageOrientation /Portrait
      /RemoveBackground false
      /ShrinkContent true
      /TreatColorsAs /MainMonitorColors
      /UseEmbeddedProfiles false
      /UseHTMLTitleAsMetadata true
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [600 600]
  /PageSize [612.000 792.000]
>> setpagedevice




