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5WOOCT[���+P�VJKU�UGUUKQP��VJG�RCPGN�TGXKGYU�RTQHKVCDKNKV[�QH�FGHGTTGF�CPPWKVKGU�QXGT
VJG�NCUV�HGY�[GCTU���6JG�RCPGN�WUGU�KVU�ET[UVCN�DCNN�VQ�RTGFKEV�VJG�RTQHKVCDKNKV[�QH
EWTTGPVN[�KUUWGF�RTQFWEVU���6JTGG�MKPFU�QH�KPFKXKFWCN�CPPWKVKGU�YKNN�DG�FKUEWUUGF��
HKZGF��XCTKCDNG��CPF�FGHGTTGF�CPPWKVKGU�

/T��&QWINCU�%��&QNN���+çO�C�EQPUWNVCPV�YKVJ�6KNNKPIJCUV�6QYGTU�2GTTKP�KP�#VNCPVC���+P
������6KNNKPIJCUV�FKF�C�UWTXG[�QH�RTKEKPI�OGVJQFQNQI[��CPF�YG�KPENWFGF�KP�VJCV
UWTXG[�YJCV�EQORCPKGUç�RTQHKV�QDLGEVKXGU�YGTG�HQT������KUUWGU�QH�XCTKQWU�RTQFWEV
V[RGU���9G�EJQUG������RTQHKV�QDLGEVKXGU�DGECWUG�QH�CPVKVTWUV�EQPUKFGTCVKQPU���9G
CUMGF�EQORCPKGU�YJCV�VJGKT�RTQHKV�IQCNU�YGTG�HQT�PGY�KUUWGU�QH�UKPING�RTGOKWO
FGHGTTGF�CPPWKVKGU���(QT�VJG�JKIJ�UCNGU�EQORCPKGU��VJG�OGFKCP�CPUYGT�UGGOGF�VQ�DG
C�TGVWTP�QP�KPXGUVOGPV�
41+��QH�CDQWV������XCTKCDNG�YCU�CDQWV�������6JGP�YG
VJQWIJV�YG�YQWNF�DG�ENGXGT���9G�CNUQ�CUMGF�VJG�TGURQPFGPVU�VQ�KPFKECVG�YJGVJGT
VJG[�TGCNN[�HGNV�VJCV������UCNGU�YQWNF�OGGV�VJQUG�QDLGEVKXGU� 6Q�QWT�UWTRTKUG��HGYGT
VJCP�����QH�VJG�TGURQPFGPVU�UCKF�VJG[�FKF�PQV�GZRGEV�VQ�OGGV�VJQUG�VCTIGVU���9JGP
YG�RTGUGPVGF�VJQUG�TGUWNVU�CV�C�UGUUKQP�CV�NCUV�[GCTçU�CPPWCN�OGGVKPI��C�PWODGT�QH
RGQRNG�KPFKECVGF�VJCV�VJG[�FKF�PQV�DGNKGXG�VJQUG�TGURQPUGU���6JG[�DGNKGXGF�VJCV
CPPWKVKGU�EGTVCKPN[�YGTG�PQV�VJCV�RTQHKVCDNG�CPF�RGQRNG�YGTG�GKVJGT�N[KPI�QT�OKUVCMGP
YJGP�VJG[�CPUYGTGF�VJQUG�UWTXG[U��

5Q�YGçTG�FQKPI�UQOGVJKPI�C�NKVVNG�DKV�FKHHGTGPV�VJKU�VKOG���9GçTG�RWVVKPI�VQIGVJGT�C
RCPGN�QH�VJTGG�GZRGTVU�VQ�VCNM�CDQWV�
���YJGVJGT�CPPWKVKGU�JCXG�DGGP�RTQHKVCDNG�KP�VJG
RCUV��CPF�
���YJCV�VJGKT�RTGFKEVKQPU�CTG�HQT�CPPWKV[�RTQHKVCDKNKV[�KP�VJG�PGZV�HGY�[GCTU�

�%QR[TKIJV l ����� 5QEKGV[ QH #EVWCTKGU
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9GçTG�IQKPI�VQ�CFFTGUU�VJTGG�FKHHGTGPV�MKPFU�QH�KPFKXKFWCN�CPPWKVKGU��CPF�YGçTG�IQKPI
VQ�IQ�HTQO�VJG�VTCFKVKQPCN�VQ�VJG�OQTG�TGEGPV�FGXGNQROGPVU���(KTUV�YGçTG�IQKPI�VQ�VCNM
CDQWV�HKZGF��UKPING�RTGOKWO�FGHGTTGF�CPPWKVKGU��VJGP�YGçTG�IQKPI�VQ�VCNM�CDQWV
XCTKCDNG�CPPWKVKGU��CPF�HKPCNN[��YGçTG�IQKPI�VQ�VCNM�CDQWV�GSWKV[�KPFGZGF�CPPWKVKGU�

1WT�HKTUV�URGCMGT�VQ�VCNM�CDQWV�VJG�VTCFKVKQPCN�CPPWKVKGU�KU�2CWN�.G(GXTG���2CWN�KU�VJG
GZGEWVKXG�XKEG�RTGUKFGPV�CV�-G[RQTV�.KHG�+PUWTCPEG�%QORCP[���-G[RQTV�JCU
URGEKCNK\GF�KP�CPPWKVKGU�UKPEG�VJG�GCTN[�����U���2CWN�.G(GXTG�JCU�DGGP�YKVJ�-G[RQTV
UKPEG������CPF�QXGT�VJGUG�[GCTU��-G[RQTV�JCU�ITQYP�HTQO�����OKNNKQP�KP�CUUGVU�VQ
QXGT�����DKNNKQP�KP�CUUGVU��

1WT�UGEQPF�URGCMGT��VQ�VCNM�CDQWV�XCTKCDNG�CPPWKVKGU��KU�,QJP�(GPVQP���,QJP�KU�C
RTKPEKRCN�CV�6KNNKPIJCUV�6QYGTU�2GTTKP�CPF�OCPCIGT�QH�VJG�HKTOçU�#VNCPVC�NKHG�QHHKEG��
,QJP�LQKPGF�6KNNKPIJCUV�KP������CPF�JCU�GZVGPUKXG�GZRGTKGPEG�KP�RTQFWEV
FGXGNQROGPV�CPF�OCTMGVKPI�KUUWGU�HQT�CPPWKVKGU���1VJGT�CTGCU�QH�JKU�RTCEVKEG�KPENWFG
XCTKCDNG�NKHG�RTQFWEVU��CIGPV�EQORGPUCVKQP�CPF�CEVWCTKCN�CRRTCKUCNU�HQT�OGTIGTU�CPF
CESWKUKVKQPU�
/�#����*G�KU�VJG�JGCF�QH�6KNNKPIJCUVçU�UCNGU�GHHGEVKXGPGUU�RTCEVKEG�CPF
KU�VJG�QWVIQKPI�EJCKTRGTUQP�QH�VJG�5QEKGV[�QH�#EVWCTKGU�
51#��+PFKXKFWCN�.KHG
+PUWTCPEG�CPF�#PPWKV[�2TQFWEV�&GXGNQROGPV�5GEVKQP��

1WT�VJKTF�URGCMGT�KU�0QGN�#DMGOGKGT���0QGN�KU�C�RTKPEKRCN�CPF�EQPUWNVKPI�CEVWCT[�KP
VJG�%JKECIQ�1HHKEG�QH�/KNNKOCP���4QDGTVUQP���*G�URGEKCNK\GU�KP�VJG�FGUKIP�CPF
RTKEKPI�QH�CPPWKVKGU�CPF�NKHG�KPUWTCPEG�RTQFWEVU���+P�VJG�RCUV�VYQ�[GCTU��JG�JCU
YQTMGF�RTKOCTKN[�QP�GSWKV[�KPFGZGF�CPPWKVKGU�CPF�GSWKV[�KPFGZGF�NKHG�KPUWTCPEG
RTQFWEVU�HQT�OCP[�KPUWTGTU���*G�EWTTGPVN[�UGTXGU�QP�VJG�GSWKV[�KPFGZGF�RTQFWEVU�VCUM
HQTEG�QH�VJG�#OGTKECP�#ECFGO[�QH�#EVWCTKGU�
###���

/T��2CWN�*��.G(GXTG��+çO�IQKPI�VQ�VCNM�C�NQV�CDQWV�VJG�RCUV��UQOG�CDQWV�VJG�RTGUGPV
CPF�C�NKVVNG�DKV�CDQWV�VJG�HWVWTG�YKVJ�TGICTF�VQ�UKPING�RTGOKWO�FGHGTTGF�CPPWKVKGU

52&#U����+P�FQKPI�VJCV�+çO�IQKPI�VQ�VT[�VQ�RQKPV�QWV�O[�QDUGTXCVKQPU��YJKEJ�CTG�O[
QRKPKQP�CPF�PQV�VJG�QRKPKQP�QH�-G[RQTV�

+�VJKPM�QPG�QH�VJG�MG[U�QH�VJG�GPXKTQPOGPV�VJCV�YG�JCXG�DGGP�KP�KU�YJCV�JCU�DGGP
IQKPI�QP�YKVJ�KPVGTGUV�TCVGU���%JCTV���UVCTVU�CTQWPF�VJG�DGIKPPKPI�QH������YJGP�YG
JCF�JKIJGT�KPVGTGUV�TCVGU�KP�VJCV�GCTN[�RGTKQF���6TGCUWT[�TCVGU�CTG�ENQUG�VQ�����CPF
RWUJKPI�VJG�FQWDNG�FKIKVU���+�EJQUG�VQ�NQQM�CV�VJG�RGTKQF�QH�VKOG�QXGT�YJKEJ�C
RTQFWEV�YKVJ�C�UGXGP�[GCT�UWTTGPFGT�RGPCNV[�YQWNF�JCXG�DGGP�KUUWGF�CPF�EQOG�QWV
QH�RGPCNV[���9G�UVCTVGF�QWV�TGNCVKXGN[�JKIJ�YKVJ�C�TGNCVKXGN[�HNCV�[KGNF�EWTXG���+P�VJG
GCTN[�����U��YG�JCF�IGPGTCNN[�FGETGCUKPI�KPVGTGUV�TCVGU�CPF�C�TCRKFN[�UVGGRGPKPI
[KGNF�EWTXG���+P�������KPVGTGUV�TCVGU�UJQV�WR���$GECWUG�VJG�UJQTV�GPF�UJQV�WR�OWEJ
HCUVGT�YG�GPF�WR�YKVJ�C�HCKTN[�HNCV�[KGNF�EWTXG���9G�VJGP�JCF�UQOG�TGXGTUCN�QH�VJG
�����KPETGCUGU��VJQWIJ�VJG�HNCV�EWTXG�TGOCKPGF���9G�LWUV�UQTV�QH�HNQCV�CTQWPF�CHVGT
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VJCV���5KPEG�VJGP��YGçXG�DGGP�KP�C�HCKTN[�VKIJV�TCPIG�YKVJ�C�NQV�QH�KPVTC�FC[�OQXGOGPV�
YKVJ�C�TGNCVKXGN[�HNCV�[KGNF�EWTXG���+�VJKPM�NCUV�VKOG�+�NQQMGF��VJG�FKHHGTGPEG�DGVYGGP
HKXG�[GCT�CPF�VGP�[GCT�TCVGU�YCU�CDQWV�GKIJV�VQ�VGP�DCUKU�RQKPVU���6JGTG�JCXG�DGGP
QVJGT�VJKPIU�VJCV�JCXG�JCRRGPGF�QXGT�VJKU�RGTKQF�QH�VKOG�

CHART 1
1, 5, AND 10 TREASURIES

BOTTOM LINE—1-YR TREASURIES
MIDDLE LINE—5-YR TREASURIES

TOP LINE—10-YR TREASURIES
 

6TCFKVKQPCN�CUUGV�ENCUUGU��UWEJ�CU�EQTRQTCVG�DQPFU��EQNNCVGTCNK\GF�OQTVICIG
QDNKICVKQPU�
%/1U���CPF�CUUGV�DCEMGF�UGEWTKVKGU��JCXG�JCF�C�FGETGCUG�KP�URTGCFU�
6JGTG�JCU�DGGP�C�XGT[�NCTIG�PCTTQYKPI�QH�URTGCF��CU�OWEJ�CU���ä������#U�+�RQKPVGF
QWV��VJG�[KGNF�EWTXG�JCU�HNCVVGPGF���$WV������EQWNF�JCXG�DGGP�C�TGCN�KPVGTGUVKPI�[GCT
HQT�QWT�KPFWUVT[�CPF�HQT�VJG�52&#�OCTMGVRNCEG���+V�EQWNF�JCXG�DGGP�C�TGCN�VGUV�QH�C
NQV�QH�UWTTGPFGT�CUUWORVKQPU���+V�EQWNF�JCXG�DGGP�C�TGCN�VGUV�QH�CUUGV�NKCDKNKV[
OCPCIGOGPV�
#./����6JGTG�YCUPçV�GPQWIJ�VKOG��HQTVWPCVGN[��HQT�UQOG�QH�KV��DGECWUG
TCVGU�TGXGTUGF���4CVGU�CNOQUV�UVQRRGF�QP�C�FKOG�CV�VJG�GPF�QH�VJG�[GCT�CPF�ECOG
DCEM�FQYP���+�ECP�TGOGODGT�NQQMKPI�CV�TGPGYCN�TCVGU�KP�VJCV�RGTKQF�QH�VKOG�YJGP
[QWçF�JCF�C�DKI�JWOR�KP�DGVYGGP��DWV�VJG�PGY�OQPG[�TCVGU�YGTG�VJG�UCOG�CV�VJCV
VKOG�KP��������6JQUG�CTG�UQOG�QH�VJG�VJKPIU�VJCV�JCXG�QEEWTTGF�

+P������CPF�������YG�JCF�UQOG�KPUQNXGPEKGU���9G�JCF�C�HNKIJV�VQ�SWCNKV[��KH�[QW
YKNN���9G�FKUEQXGTGF�VJGTG�YGTG�TCVKPIU�CIGPEKGU�QVJGT�VJCP�#�/��$GUV���9G�JCF�VJG
0CVKQPCN�#UUQEKCVKQP�QH�+PUWTCPEG�%QOOKUUKQPGTU�
0#+%��FGXGNQRKPI�TKUM�DCUGF
ECRKVCN�TGSWKTGOGPVU���#NN�VJGUG�VJKPIU�YGTG�UVTQPIN[�CHHGEVKPI�VJG�52&#�DWUKPGUU��
6JG�PWODGTU�DGNQY�JGTG�CTG�LWUV�DCUGF�QP�TWPPKPI�RTKEKPI�TWPU�YKVJ�C�FKHHGTGPV
GCTPGF�TCVG�CUUWORVKQP�ECTT[KPI�VJG�UCOG�COQWPV�QH�TKUM�DCUGF�ECRKVCN���6JG�QPN[
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QVJGT�CFLWUVOGPV�OCFG�VQ�VJG�RTKEKPI�TWP�YCU�VQ�OQXG�VJG�UVCVWVQT[�XCNWCVKQP�TCVG
CNQPI�YKVJ�VJG�NQYGT�KPVGTGUV�TCVGU���

Earned Rate ROI
   6%   9.9%
   7% 10.8%
   8% 11.6%
   9% 12.4%

9JCV�VJGUG�PWODGTU�CTG�OGCPV�VQ�KNNWUVTCVG�KU�KH�[QW�CTG�RTKEKPI�[QWT�52&#U�YKVJ
YJCV�+çNN�ECNN�C�EQPUVCPV�URTGCF��KP�QVJGT�YQTFU��QWT�VCTIGV�URTGCF�KU�Z�DCUKU�RQKPVU�
VJKU�KU�YJCV�JCRRGPU�VQ�[QWT�41+�KH�[QW�NGCXG�VJCV�Z�WPEJCPIGF�CU�KPVGTGUV�TCVGU
EJCPIG���5Q�[QW�ECP�UGG�VJCV�VJKU�KU�LWUV�C�PCVWTCN�FGENKPG�KP�41+�QT�)##2�41'U�
YJKEJ�CTG�UQOGYJCV�EQTTGNCVGF�VQ�41+���+H�[QW�RTKEG�VJG�52&#�VJKU�YC[�CPF�KH�[QW
FQPçV�WUG�CP[�NGXGTCIG��VJG�NQYGT�KPVGTGUV�TCVGU�IGV�VJG�JKIJGT�[QWT�URTGCF�JCU�VQ�DG��
+H�[QW�VJKPM�CDQWV�VJCV��[QWçTG�IQKPI�VQ�DG�VCMKPI�OQTG�QWV�QH�VJG�RTQFWEV��KP
CDUQNWVG�VGTOU��CV�C�FGENCTGF�TCVG�QH�HKXG�QT�UKZ�RGTEGPV�VJCP�[QW�CTG�CV�C�FGENCTGF
TCVG�QH���ä������+P�RGTEGPVCIG�VGTOU��[QW�HKPCNN[�IGV�VQ�YJGTG�[QWçXG�IQV�VQ�MGGR
OQUV�QH�KV�CPF�VJGTGçU�PQVJKPI�NGHV�HQT�VJG�EWUVQOGT���+V�KORNKGU�VJCV�[QW�YQWNFPçV
GZRGEV�NCTIG�RTQHKVCDKNKV[���9JGP�YGçTG�CV�VJGUG�NQY�KPVGTGUV�TCVG�NGXGNU��HQT�RTKEKPI�CV
����QT�����TGVWTP��YG�PGGF�CPQVJGT�UQWTEG�HQT�VJCV�RTQHKVCDKNKV[���1VJGTYKUG��VJG
RTQFWEV�KU�IQKPI�VQ�DG�RTKEGF�UQ�NQY�VJCV�PQDQF[�KU�IQKPI�VQ�DW[�KV�QT�UGNN�KV�

#PQVJGT�FTKXKPI�VQQN�YCU�VJG�VGEJPQNQI[��VJG�MPQYNGFIG�QH�#./�JCU�TGCNN[
KPETGCUGF���1RVKQP�RTKEKPI��ECUJ�HNQY�VGUVKPI��FWTCVKQPU��MG[�TCVG�FWTCVKQPU��CPF
OWEJ�QH�VJG�YQTM�VJCV�6QO�*Q�JCU�FQPG�JCU�UVCTVGF�VQ�IKXG�WU�C�DGVVGT
WPFGTUVCPFKPI��KH�YGçTG�YKNNKPI�VQ�WUG�KV��QH�VJG�RTQFWEV�CPF�VJG�YC[�VQ�RTKEG�KV�

9JCV�FQGU�CNN�VJKU�OGCP!��%JCTV���UJQYU�JQY�VJG�PGY�OQPG[�TCVG��VJG�KPKVKCN�TCVG�QH
C�HKXG�[GCT�RGPCNV[�52&#��EQORCTGU�VQ�VJG�HKXG�[GCT�6TGCUWT[���#PF�KV�FQGUPçV�UJQY�KV
XGT[�ENGCTN[���+V�UJQYU��QXGT�VJG�RGTKQF�QH�,CPWCT[������VQ�5GRVGODGT�������JQY�VJG
TGNCVKQPUJKR�DGVYGGP�VJG�TCVGU�QP�CPPWKVKGU�JCU�UJKHVGF���+H�[QW�IQ�DCEM�VJTGG�QT�HQWT
[GCTU�HWTVJGT��[QWçF�HKPF�VJCV�VJG[�YGTG�TWPPKPI�CV�OC[DG����QT����DCUKU�RQKPVU
CDQXG�HKXG�[GCT�6TGCUWTKGU���6JG[�FTQRRGF�FQYP�VQ����QT����RQKPVU�DGNQY�6TGCUWT[
GZEGRV�HQT�RGTKQFU�QH�KPVGPUG�EQORGVKVKQP�QT�QVJGT�TGCUQPU���6JG�FTKXGTU�QH�VJKU�CTG
VJG�VJKPIU�VJCV�+�JCXG�LWUV�DGGP�VCNMKPI�CDQWV���5RTGCFU�CTG�FQYP���%CRKVCN
TGSWKTGOGPVU�CTG�WR���6JG�[KGNF�EWTXG�KU�HNCVVGT���#NN�VJGUG�VJKPIU�JCXG�HQTEGF�52&#
TCVGU�FQYP��CV�NGCUV�TGNCVKXG�VQ�6TGCUWT[�TCVGU��VQ�C�NQYGT�NGXGN���+P�VJKU�V[RG�QH
GPXKTQPOGPV��OCP[�EQORCPKGU�OCFG�OQPG[�
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CHART 2
5-YEAR TREASURY RATES VS. TYPICAL 5-YEAR SPDA  

THE STEP-LIKE LINE - SPDA        THE SAW-TOOTH LINE - 5 YEAR TREASURIES

+�YQWNF�UC[�OQUV�EQORCPKGU�OCFG�OQPG[�QP�52&#U���-G[RQTV�JCU�DGGP�KP�VJG
52&#�DWUKPGUU�UKPEG��������9GçXG�CNYC[U�OCFG�OQPG[���9GçXG�CNYC[U�JCF�C
FQNNCT�RTQHKV���41'U�JCXG�FTQRRGF�QHH�HQT�UQOG�EQORCPKGU���+�UC[�VJKU�UQOGYJCV
VQPIWG�KP�EJGGM��DWV�VJG�EQORCPKGU�VJCV�JCXG�OCFG�VJG�OQUV�OQPG[�QXGT�VJG�RCUV
VYQ�[GCTU�JCXG�FGHKPKVGN[�DGGP�OKUOCVEJGF���+H�[QW�YGTG�OKUOCVEJGF�NQPI�QP
CUUGVU��[QW�OCFG�OQTG�OQPG[�VJCP�KH�[QW�YGTG�RGTHGEVN[�OCVEJGF���1RVKQP�RTKEKPI
LWUV�VGNNU�[QW�VJG�YC[�[QW�UJQWNF�TWP�[QWT�DWUKPGUU���+V�FQGUPçV�VGNN�[QW�VJCV�KH�[QW
TWP�KV�C�FKHHGTGPV�YC[�CPF�VJG�TKIJV�UEGPCTKQ�EQOGU�CNQPI��[QWçTG�IQKPI�VQ�DG�KP
VTQWDNG���%QORCPKGU�VJCV�YGTG�OKUOCVEJGF�NQPI�QP�CUUGVU�OCFG�IQQF�OQPG[��
%QORCPKGU�VJCV�UVCTVGF�VJKU�RGTKQF�QH�VKOG�YKVJ�C�IQQF�GZKUVKPI�DNQEM�OCFG�IQQF
OQPG[���%QORCPKGU�VJCV�UQNF�VJCV�GZKUVKPI�DNQEM�UQOGVKOG�KP�VJG�NCUV�VJTGG�[GCTU
RTQDCDN[�OCFG�XGT[�IQQF�OQPG[�

%QORCPKGU�VJCV�YGTG�KPXGUVGF�KP�ECNN�RTQVGEVGF�EQNNCVGTCNK\GF�OQTVICIG�QDNKICVKQPU

%/1U��DGPGHKVVGF�C�NKVVNG�DKV�OQTG�HTQO�C�FGETGCUG�KP�KPVGTGUV�TCVGU�DGECWUG�VJG[
YGTG�CDNG�VQ�MGGR�VJGKT�TCVGU�WR�OQTG�VJCP�QVJGT�EQORCPKGU���6JG[�YGTG�CNUQ�CDNG�VQ
FTCY�HTQO�VJGO�CPF�MGGR�UQOG�RQUKVKXG�URTGCF���+H�[QW�YGTG�KPXGUVGF�KP�VTCFKVKQPCN
CUUGV�ENCUUGU��CPF�[QW�YGTG�CNUQ�NQPI��[QW�DGPGHKVVGF�ITGCVN[�HTQO�VJG�URTGCF
VKIJVGPKPI�
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6JG�NCUV�VJKPI�KU��VJG[�YGTG�XGT[�NWEM[�KP�������DGECWUG�KH�KPVGTGUV�TCVGU�JCF�NGXGNGF
QHH�KP������QT�MGRV�IQKPI�WR��VJGTG�YQWNF�JCXG�DGGP�C�NQV�QH�OQCPKPI�CPF�ITQCPKPI�

+çNN�RCKPV�O[�RKEVWTG�QH�VJG�RTGUGPV���+çO�FQKPI�VJKU�HTQO�VJG�RGTURGEVKXG�QH�C
EQORCP[�VJCVçU�CEVKXG�KP�VJG�DCPM�OCTMGV��KP�VJG�UVQEM�DTQMGTCIG�OCTMGV��CPF�KU
UQOGYJCV�CEVKXG�KP�VJG�KPFGRGPFGPV�OCTMGV�QT�VJG�/QFKHKGF�)WCTCPVGGF�#PPWKV[

/)#��OCTMGV���6JG�TGCUQP�VJCV�+�FQPçV�VCNM�CDQWV�VJG�UVQEM�DTQMGTCIG�OCTMGV�JGTG�KU
DGECWUG�PQV�OWEJ�52&#�KU�DGKPI�UQNF�VJGTG�TKIJV�PQY��UQ�KP�VJCV�OCTMGV�VJGTGçU�PQV
C�EQORGVKVKXG�RTGUUWTG�QP�PGY�OQPG[�TCVGU���6JGTGçU�EQORGVKVKXG�RTGUUWTG�QP�VJG
RTQFWEV�[QWçTG�UGNNKPI�VQFC[���+çNN�EQOG�DCEM�VQ�UQOG�QH�VJG�VJKPIU�VQ�FQ�YKVJ
GZKUVKPI�DNQEMU���6JGTG�CTG�C�NQV�QH�DCPMU�GPVGTKPI�VJG�OCTMGV���6JGTG�KU�C�NQV�QH
EQORGVKVKQP�COQPI�KPUWTGTU�VQ�IGV�KP�HTQPV�QH�VJGUG�DCPMU���$CPMU�JCXG�FGXGNQRGF
VJG�TGSWGUV�HQT�RTQRQUCN�
4(2��RTQEGUU�QH�UKIPKPI�WR�C�ECTTKGT�HCKTN[�YGNN��YJKEJ�KU�C
YC[�QH�UC[KPI��é6JKU�KU�VJG�RTQFWEV�YG�YCPV�VQ�UGNN��YJCV�YQWNF�[QWT�TCVG�DG!ê�
6JCVçU�JQY�[QW�IGV�KPVQ�C�DCPM�KP�UQOG�ECUGU���6JGTGçU�C�NQV�QH�EQORGVKVKQP�HQT�DCPM
RTQFWEVU�CPF�HQT�EQORCPKGU�VQ�IGV�KP���6JGTGçU�C�NQV�QH�RTGUUWTG�QP�RTKEKPI�

+P�VJG�KPFGRGPFGPV�OCTMGV��YJGTG�VJGTG�JCU�DGGP�C�FKHHGTGPV�MKPF�QH�CPPWKV[��VJGTG
UGGOU�VQ�DG�C�NQV�QH�EQORGVKVKQP�HQT�VJG�CIGPVUç�CVVGPVKQP�CPF�OCP[�RTQFWEV�FGUKIPU��
+çNN�IGV�KPVQ�UQOG�QH�VJG�URGEKHKEU�KP�C�OKPWVG�VJCV�CTG�RWUJKPI�VJG�RQVGPVKCN
RTQHKVCDKNKV[�QH�RTQFWEVU���+�YQWNF�UC[�VJCV�QPG�QH�VJG�VJKPIU�CDQWV�VJG�RTGUGPV�KU�VJCV
VJGTGçU�CP�CYHWN�NQV�QH�EQORGVKVKQP���9JGP�[QW�EQODKPG�VJCV�YKVJ�VJG�NQY�KPVGTGUV
TCVG�NGXGNU�CPF�UQOG�QH�VJG�QVJGT�VJKPIU�VJCV�+çXG�VCNMGF�CDQWV��VJKU�KU�PQV�C�VKOG�VQ�DG
VJKPMKPI�VJCV�[QWçTG�IQKPI�VQ�OCMG�����QT�����KP�VJG�52&#�OCTMGV��WPNGUU�[QW
HKPF�C�XGT[�URGEKCN�PKEJG�

6JGTG�CTG�OCTMGV�EQPFWEV�KUUWGU���6JGTG�KU�CIITGUUKXG�RTKEKPI�HQNNQYGF�D[�KPETGCUKPI
URTGCFU���+çO�PQV�UWTG�KVçU�JCRRGPKPI�DWV�/)#U�CTG�VCNMKPI�CDQWV�KV�NKMG�KVçU
JCRRGPKPI���9JCV�+�OGCP�KU�VJCV��KP�VJKU�GPXKTQPOGPV��KP�QTFGT�VQ�RWUJ�C�HCKTN[�IQQF
TCVG�QWV�KPVQ�VJCV�OCTMGV��EQORCPKGU�OC[�DG�RTKEKPI�RTQFWEVU�YKVJ�VJG�KFGC�VJCV�KH
VJG[�IQ�QWV�YKVJ�C�UWDUVCPFCTF�URTGCF��VJG[çNN�OCMG�KV�WR�KP�VJG�HWVWTG�KP�VJGKT
TGPGYCN�TCVGU���+P�QVJGT�YQTFU��VJG[�CTG�IQKPI�VQ�DG�OCMKPI�OWEJ�NCTIGT�URTGCFU�KP
VJG�HWVWTG���+H�[QW�JCXG�C�RTQFWEV�YKVJ�CP��ä����RGPCNV[�RGTKQF��[QW�EQWNF�VT[�VQ
RTKEG�QP�VJCV�JQRG���+�VJKPM�VJCV�KV�EGTVCKPN[�UGGOU�VQ�DG�C�V[RG�QH�RTKEKPI�VJCV�JCU
UQOG�XGT[�KPVGTGUVKPI�EQPPQVCVKQPU�FQYP�VJG�NKPG�CPF�UQOG�KPVGTGUVKPI�OCTMGV
EQPFWEV���$QPWU�TCVGU�JCXG�DGEQOG�C�RCTV�QH�QWT�KPFWUVT[�QXGT�VJG�NCUV�HKXG�QT�VGP
[GCTU��DWV�VJG[çTG�WUWCNN[�FKUENQUGF���5QOG�QH�VJKU�UGGOU�VQ�DG�WPFKUENQUGF�DQPWU
TCVGU�

4GPGYCN�TCVGU�CTG�IQKPI�VQ�IGV�C�ENQUGT�NQQM���6JGTG�JCU�CNTGCF[�DGGP�C�ENCUU�CEVKQP
UWKV�HKNGF�CICKPUV�QPG�EQORCP[���+�FQPçV�MPQY�YJGVJGT�VJGTGçU�CP[�OGTKV�QT�YJGVJGT
VJG[çNN�YKP�QT�NQUG��DWV�VJCVçU�CP�KPFKECVQT�VJCV�EQORCPKGU�YKNN�DG�JGNF�TGURQPUKDNG
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HQT�YJCV�VJG[�UC[�QT�YJCV�VJGKT�DTQMGTU�UC[�CDQWV�VJG�TGPGYCN�TCVG�RTQEGUU���6JCV�JCU
UQOGVJKPI�VQ�FQ�YKVJ�VJG�HKTUV�QPG���+H�[QWçTG�IQKPI�VQ�KORN[�QT�UC[�VJCV�[QWT�TCVGU�CTG
IQKPI�VQ�JCXG�UQOG�TGNCVKQPUJKR�VQ�KPVGTGUV�TCVG�OCTMGVU��CPF�VJGP�[QW�FTQR�TCVGU
YJGP�KPVGTGUV�TCVGU�CTG�IQKPI�WR��[QW�OKIJV�DG�JGNF�CEEQWPVCDNG�HQT�VJCV�

6JGTGçU�CNUQ�C�NCEM�QH�CVVGPVKQP�VQ�VJG�DW[GT�QH�VJG�RTQFWEV���/QUV�RTQFWEVU�VQFC[�CTG
DGKPI�ETGCVGF�HQT�VJG�UGNNGT�QH�VJG�RTQFWEV��PQV�HQT�VJG�DW[GT�QH�VJG�RTQFWEV���6JG[çXG
DGEQOG�XGT[�EQORNKECVGF���6JG[�JCXG�HGCVWTGU�KP�VJGO�VJCV�VJG�EWUVQOGT�FQGUPçV
TGCNN[�ECTG�CDQWV���+çXG�JGCTF�VJCV�UQOG�UVWFKGU�JCXG�UJQYP�VJCV�CU�OCP[�CU�����QT
����QH�VJG�QYPGTU�QH�CPPWKVKGU��CPF�VJKU�KU�PQV�LWUV�HKZGF�CPPWKVKGU��UJQWNFPçV�TGCNN[
JCXG�VJG�RTQFWEV���6JG[�YGTGPçV�VQNF�VJCV�KV�OGCPV�VCZ�FGHGTTCN�VQ�VJGKT�JGKTU�KPUVGCF
QH�VCZ�FGHGTTCNåRGTKQF���/CP[�RGQRNG�CTG�DW[KPI�VJGUG�RTQFWEVU�CPF�JQNFKPI�VJGO
HQT�VJG�RWTRQUG�QH�RCUUKPI�OQPG[�VQ�VJGKT�JGKTU���6JGTG�CTG�VCZ�UKVWCVKQPU�KP�YJKEJ
VJCVçU�RQUKVKXG��DWV�QHVGPVKOGU�VJG�VCZ�DTCEMGV�QH�VJG�JGKTU�KU�C�NQV�JKIJGT�VJCP�VJG
RGTUQP�YJQ�QYPU�VJG�CPPWKV[���+�VJKPM�VJGTG�KU�CP�CYCTGPGUU�VJCV�C�NQV�QH�VJG
CPPWKVKGU�CTGPçV�DGKPI�UQNF�EQTTGEVN[���+H�VJCV�KU�VTWG��VJGP�VJCV�OGCPU�UQOGVJKPI�VQ
RTQHKVCDKNKV[���6JCV�OGCPU�UQOGDQF[�KU�IQKPI�VQ�FKUEQXGT�KV��CPF�VJCV�OGCPU�[QWT
RGTUKUVGPE[�KUPçV�IQKPI�VQ�DG�YJCV�[QW�RNCPPGF�

#PQVJGT�VJKPI�KU�VJCV�YJGP�YG�YTQVG�VJGUG�CPPWKVKGU�QXGT�VJG�NCUV�HGY�[GCTU��YG
FKFPçV�TGCNN[�UKV�FQYP�HKXG�[GCTU�CIQ�CPF�CUM��YJCV�KU�VJG�RGTUKUVGPE[�QH�VJGUG�IQKPI
VQ�DG�YJGP�UQOGDQF[�EQOGU�QWV�YKVJ�CP�GSWKV[�KPFGZGF�CPPWKV[!��9G�FKFPçV�MPQY��
9JCV�KU�VJG�RGTUKUVGPE[�QH�VJGUG�RTQFWEVU�IQKPI�VQ�DG�YJGP�5VCPFCTF�CPF�2QQTçU

5�2��IQGU�WR���ä����VJTGG�[GCTU�KP�C�TQY!��#NN�VJGUG�VJKPIU�CTG�CHHGEVKPI
RGTUKUVGPE[���6JG[çTG�CHHGEVKPI�RGTUKUVGPE[�VJTQWIJ������GZEJCPIGU���(KHV[�RGTEGPV�QH
VJG�52&#U�CV�-G[RQTV�NGCXG�XKC�C������GZEJCPIG�VQ�C�XCTKCDNG�CPPWKV[���5QOGVKOGU
KVçU�QWTU��DWV�UQOGVKOGU�KV�KUPçV�

9JCVçU�JCRRGPKPI�VQFC[�KU�VJCV�KH�[QW�FQPçV�MPQY�[QWT�EWUVQOGT�YGNN�GPQWIJ�CPF�KH
[QWçTG�C�EQORCP[�VJCV�KU�UGNNKPI�QPN[�52&#U�CPF�FKUVTKDWVKQP�HQTEGU��VJGP�[QWçTG
TGCNN[�KP�C�DCF�RQUKVKQP�HQT�MGGRKPI�VJCV�DWUKPGUU�KP�HQTEG�DGECWUG�[QW�ECPçV�UVQR�KV��
;QW�ECPçV�UVQR�KV�HTQO�OQXKPI�VQ�CP�GSWKV[�KPFGZGF�CPPWKV[�QT�C�XCTKCDNG�CPPWKV[��
+çO�PQV�LWFIKPI�YJGVJGT�CNN�VJGUG�OQXGOGPVU�CTG�TKIJV�QT�YTQPI�HQT�VJG�EWUVQOGT�
DWV�OCP[�QH�VJGO�CTG�TKIJV�HQT�VJG�EWUVQOGT���9G�JCXG�VJKU�UKVWCVKQP�TKIJV�PQY
YJGTG�VJGTGçU�OQPG[�OQXKPI�CTQWPF�DGVYGGP�VJGUG�FKHHGTGPV�RTQFWEVU�CPF�VJCVçU
UQOGVJKPI�VJCV�[QW�JCXG�VQ�TGEQIPK\G�IQKPI�HQTYCTF���/[�EQOOGPVU�CDQWV�VJG
HWVWTG�CTG�VJCV�[QW�OWUV�RC[�CVVGPVKQP�VQ�YJCVçU�IQKPI�QP�YKVJ�VJG�OCTMGVKPI�CPF
OCTMGV�EQPFWEV�KUUWGU��DGECWUG�VJG[�ECP�DG�GZRGPUKXG���;QW�ECP�IGV�KPXQNXGF�KP
UWKVU��CPF�VJG[�ECP�FCORGP�RTQHKVCDKNKV[���#NN�VJGUG�VJKPIU�CHHGEV�VJG�RGTUKUVGPE[��
'XGP�VJQWIJ�YGçXG�YTKVVGP�C�NQV�QH�52&#U��JQY�FQ�YG�IGV�CTQWPF�UGNNKPI�C�RTQFWEV
VJCV�YKNN�RC[����HQT�VJG�HKTUV�[GCT��DWV�OCMG�VJG�EWUVQOGT�YCKV�WPVKN�PGZV�[GCT�VQ�DG
VQNF�YJCV�YKNN�DG�RCKF�VJGP��DWV�KV�YQPçV�DG�NGUU�VJCP������6JCVçU�UQTV�QH�C�PKEG
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FGUETKRVKQP�QH�YJCV�YGçTG�UGNNKPI���6JG�EWUVQOGT�KU�IQKPI�VQ�FGOCPF�OQTG�VJCP�VJCV�
CPF�+�VJKPM�VJCV�YGçTG�IQKPI�VQ�PGGF�VQ�FKUENQUG�OQTG�CDQWV�TGPGYCN�TCVGU�QT�UVCTV
KPFGZKPI�TGPGYCN�TCVGU�QT�UQOGVJKPI�NKMG�VJCV��QT�YQTM�QP�RTQFWEVU�UWEJ�CU�OCTMGV�
XCNWG�CFLWUVGF�CPPWKVKGU��YJGTG�VJGTG�KUPçV�C�TGPGYCN�TCVG���6JGTGçU�CNYC[U�C
IWCTCPVGG�RGTKQF��

1WV�QH�RGPCNV[�TGPGYCN�TCVG�OCPCIGOGPV�ECP�DG�CPQVJGT�VQWIJ�QPG���+V�KU�PQV�VQWIJ
VQFC[��DWV�KV�YCU�VQWIJ�KP��������+P�������YKVJ�QWV�QH�RGPCNV[�NKSWKF�OQPG[�CPF�C
[KGNF�EWTXG�CU�UVGGR�CU�KV�YCU�VJGP��[QW�YGTG�HCEGF�YKVJ�C�FGEKUKQP�QH�JCXKPI�VQ�RC[
UQOGDQF[�TCVGU�VJCV�TGSWKTGF�[QW�VQ�KPXGUV�NQPI��QT�TCVGU�VJCV�YJGTG�UJQTVåUJQTV
GPQWIJ�VJCV�VJG[�YGTG����ä����DCUKU�RQKPVU�QHH�PGY�OQPG[�TCVGU���;QW�JCXG�VQ
TGCNN[�HKIWTG�QWV�C�YC[�VQ�OCPCIG�VJG�QWV�QH�RGPCNV[�RTQEGUU���+VçU�PQV�C�DKI�KUUWG
PQY�DGECWUG�QH�C�HNCV�[KGNF�EWTXG��DWV�KV�YKNN�DG�CICKP���6JGP�[QW�JCXG�VQ�UVCTV
TGNCVKPI�CPF�UVCTV�VJKPMKPI�CJGCF�TGNCVKXG�VQ�JQY�[QWçTG�IQKPI�VQ�JCPFNG�VJG�PGZV�JQV
RTQFWEV�VJCV�EQOGU�QWV��VJG�PGZV�GSWKV[�KPFGZGF�CPPWKV[���*QY�CTG�[QW�IQKPI�VQ
JCPFNG�RQTVCDKNKV[�DGVYGGP�FKHHGTGPV�V[RGU�QH�RTQFWEVU!��+H�[QW�LWUV�UVC[�KP�VJG�52&#
DQZ��[QWçNN�JCXG�C�RTQDNGO�

#PQVJGT�OCTMGVKPI�CPF�OCTMGV�EQPFWEV�KUUWG�KU�FKUVTKDWVKQP���%QORGPUCVKQP�YQWNF
DG�QPG�KVGO���+çXG�DGGP�KP�VJG�DWUKPGUU�UKPEG��������5KPEG������UQOGDQF[�JCU
CNYC[U�UCKF��YG�UJQWNF�RC[�VTCKNU���5KPEG�������CDQWV�HKXG�RGQRNG�JCXG�GPFGF�WR
IGVVKPI�VTCKNU�CPF�GPLQ[GF�VJGO���+VçU�VQWIJ�VQ�OQXG�HTQO�HTQPV�GPF�EQORGPUCVKQP�VQ
VTCKNU���+V�JCU�DGGP�VCNMGF�CDQWV�HQT�C�NQPI�VKOG���6JGTG�KU�C�NKVVNG�DKV�JCRRGPKPI�PQY�
DWV�VJCV�JCU�VQ�DG�VJQWIJV�VJTQWIJ���

#PQVJGT�KUUWG�TGICTFKPI�FKUVTKDWVKQP�KU�CIGPVU�JCXG�VQ�DG�VTCKPGF���'SWKV[�KPFGZGF
CPPWKVKGU�CTGPçV�VJG�QPN[�RTQFWEVU��[QW�JCXG�VQ�MPQY�YJCV�[QWT�CIGPVU�CPF�[QWT
FKUVTKDWVQTU�CTG�UC[KPI��CPF�[QW�JCXG�VQ�DG�UWTG�VJCV�KVçU�PQV�IQKPI�VQ�IGV�[QW�KPVQ
QPG�QH�VJG�VTQWDNG�CTGCU�VJCV�+çXG�VCNMGF�CDQWV���

(KPCNN[��KP�FKUVTKDWVKQP��[QW�JCXG�VQ�EQOG�WR�YKVJ�C�YC[�VQ�OCPCIG�RGTUKUVGPE[��6JG
OQTG�EQPVTKDWVKQPU�UQOGQPG�JCU�OCFG�VQ�QPG�QH�[QWT�RTQFWEVU��VJG�OQTG�JGçU�VKGF
VQ�[QW��VJG�OQTG�JG�KU�UJQYKPI�HCKVJ�KP�[QWT�EQORCP[��GVE���2GTJCRU�[QW�ECP�GZRGEV
DGVVGT�RGTUKUVGPE[�HTQO�RGQRNG�YJQ�MGGR�RWVVKPI�OQPG[�KPVQ�C�RTQFWEV�VJCP�HTQO
RGQRNG�VJCV�LWUV�DQWIJV�QPG�QT�UQNF�QPG�C�NKVVNG�YJKNG�CIQ�

#NVJQWIJ�YG�ECNN�VJKU�C�TGVKTGOGPV�RTQFWEV��YGçTG�UGNNKPI�KV�VQ����[GCT�QNF�CPF����
[GCT�QNF�RGQRNG���9GçXG�IQV�VQ�UVCTV�CKOKPI�VJKU�RTQFWEV�CV�VJG�RGQRNG�YJQ�PGGF�VQ
UCXG�HQT�TGVKTGOGPV���9G�PGGF�VQ�UVCTV�VCTIGVKPI�VJG�RGQRNG�YJQ�YKNN�IGV�VJG�HWNN
DGPGHKV�QH�DQVJ�VJG�RTQFWEV�HGCVWTGU�CPF�VJG�VCZ�HGCVWTGU��
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+çXG�CNTGCF[�OGPVKQPGF�RQTVCDKNKV[�QH�VJG�RTQFWEV���9GçXG�IQV�VQ�OCMG�VJG�RTQFWEV
UKORNGT�

.CUV��DWV�PQV�NGCUV��+�VJKPM�C�UWEEGUUHWN�EQORCP[�QH�VJG�HWVWTG�YKNN�JCXG�C�DTQCF
RTQFWEV�CTTC[�CPF�YKNN�DG�C�RCTVPGT�YKVJ��PQV�C�XKEVKO�QH��VJG�FKUVTKDWVQT���#V�VJG
DCUKE�NGXGN��VJCV�OGCPU�VJCV�VJG[�YKNN�UJCTG�VJG�EWUVQOGT�YKVJ�VJG�FKUVTKDWVQT���+çO
PQV�DNCOKPI�VJG�FKUVTKDWVQTU�HQT�VJKUäXKEVKOU�ECWUG�KV�VQ�JCRRGP�VQ�VJGOUGNXGU��
&QPçV�VJKPM�CP[VJKPI�+çO�UC[KPI�KU�CPVKFKUVTKDWVQT���+VçU�VJG�YC[�[QW�FGCN�YKVJ�VJG
FKUVTKDWVQT��KVçU�VJG�YC[�[QW�UGV�[QWT�TGNCVKQPUJKR�YKVJ�VJGO���$GECWUG�QH�VJG�NQY
KPVGTGUV�TCVG�GPXKTQPOGPV�CPF�DGECWUG�QH�VJG�RTKEKPI�RWUJ�TKIJV�PQY��[QW�OWUV�JCXG
KPVGNNKIGPV�ECRKVCN�OCPCIGOGPV���;QW�JCXG�VQ�HKIWTG�QWV�JQY�[QWçTG�IQKPI�VQ�WUG
NGXGTCIG���;QW�JCXG�VQ�HKIWTG�QWV�JQY�[QWçTG�RTKEKPI��JQY�[QWçTG�JCPFNKPI�VJG�RCTV
QH�VJG�ECRKVCN�SWGUVKQP���1PG�QH�VJG�VJKPIU�VJCV�NGCFU�OG�VQ�VJKPM�CDQWV�VJKU�KU��VJGTG
CTG�FKUVTKDWVQTU�PQY�VJCV�CTG��KP�C�UGPUG��UGEWTKVK\KPI�[QWT�VTCKNU���6JGTGçU�QPG
FKUVTKDWVQT�YJQ�YKNN�VWTP�[QWT�HTQPV�GPF�EQOOKUUKQP�KPVQ�C�VTCKN���6JG[çNN�VCMG�VJG
VTCKN�QWV��UGEWTKVK\G�KV��CPF�GPF�WR�YKVJ�C�JKIJGT�HTQPV�GPF�EQOOKUUKQP���6JKPM�CDQWV
KV���6JCV�VGNNU�[QW�UQOGVJKPI�CDQWV�VJG�YC[�YG�RTKEG�CPF�VJG�YC[�YG�FGCN�YKVJ�QWT
ECRKVCN�EQUV��GVE��

/T��,QJP�/��(GPVQP���+çO�IQKPI�VQ�DG�VCNMKPI�CDQWV�VJG�XCTKCDNG�CPPWKV[�RQTVKQP�QH
VJG�GSWCVKQP���(KTUV��+çNN�LWUV�IKXG�[QW�C�DTKGH�QXGTXKGY�QH�O[�RTGUGPVCVKQP���9GçTG
IQKPI�VQ�VCMG�C�NQQM�CV�C�UVCPFCTF�XCTKCDNG�CPPWKV[�RTQFWEV��CPF�VJGP�YGçNN�VCMG�C
NQQM�CV�V[RKECN�RTQHKV�OGCUWTGU�CPF�IQCNU�QP�C�XCTKCDNG�CPPWKV[���&WTKPI�VJG�OCKP
RCTV�QH�VJG�RTGUGPVCVKQP�YGçNN�DG�VCNMKPI�CDQWV�HCEVQTU�VJCV�FTKXG�XCTKCDNG�CPPWKV[
RTQHKVCDKNKV[��CPF�+çNN�HKPKUJ�YKVJ�C�HGY�EQPENWFKPI�VJQWIJVU�

2TQFWEVU�CXCKNCDNG�KP�VJG�TGVCKN�XCTKCDNG�CPPWKV[�OCTMGV�JCXG�DGEQOG�NCTIGN[
EQOOQFKVK\GF�YKVJ�UKOKNCT�HGCVWTGU�CPF�DGPGHKVU���+�RWV�CDQWV�UKZ�QT�UGXGP�XCTKCDNG
CPPWKV[�RTQFWEV�HGCVWTGU�CPF�MG[�FTKXGTU�QH�RTQHKVCDKNKV[�KP�VJG�EQNWOP�QP�VJG�NGHV�KP
6CDNG�����+�NQQMGF�CV�C�V[RKECN�RTQFWEV�CPF�YJCV�+�ECNN�OQUV�EQORGVKVKXG���+VçU
KORQTVCPV�VQ�PQVG�VJCV�VJGUG�CTG�PQV�FTCYP�HTQO�QPG�RCTVKEWNCT�RTQFWEV���+VçU�MKPF�QH
C�J[DTKF�HTQO�VJG�DGUV�QH�VJG�DGUV�UQ�VQ�URGCM��DWV�KV�KU�C�V[RKECN�XCTKCDNG�CPPWKV[
RTQFWEV�YKVJ�RTQFWEV�CUUGV�EJCTIGU��WUWCNN[�ECNNGF�VJG�OQTVCNKV[�CPF�GZRGPUG�
/�'�
HGG�CPF�VJG�CFOKPKUVTCVKQP�HGG�QH�CDQWV�����DCUKU�RQKPVU���6JCVçU�RTQDCDN[�YJGTG�VJG
OQUV�EQORGVKVKXG�RTQFWEVU�CTG�CU�YGNN���+V�JCU�C�EQPVTCEV�HGG�QH�V[RKECNN[�����QT�����
YJKEJ�KU�YCKXGF�CV�JKIJGT�COQWPVU���+V�JCU�C�IWCTCPVGGF�OKPKOWO�FGCVJ�DGPGHKV
RTQXKUKQP�KP�KV���+çF�UC[�VJCV�C�V[RKECN�HGCVWTG�YQWNF�DG�C�UGXGP�[GCT�OWNVKRNG�TGUGV
VKGF�VQ�VJG�UWTTGPFGT�EJCTIG�RGTKQF�QH�HKXG�VQ�UGXGP�[GCTU��

5QOG�QH�VJG�OQTG�EQORGVKVKXG��EWVVKPI�GFIG�RTQFWEVU�YQWNF�JCXG�CP�CPPWCN�TCVEJGV
QH�VJG����RTGOKWO�CEEWOWNCVKQP�VQ�MKPF�QH�WR�VJG�CPVG�C�NKVVNG�DKV���+P�CFFKVKQP�VQ
VJG�RTQFWEV�CUUGV�EJCTIGU��[QW�CNUQ�FQ�IGV�UQOG�TGXGPWG�HTQO�VJG�KPXGUVOGPV
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OCPCIGOGPV�HWPEVKQP���6JGTG�CTG�YKFG�FKURGTUKQPU�JGTG���+�IWGUU�VJG�V[RKECN�TCPIG
VJCV�YG�UGG�KU��ä���DCUKU�RQKPVU��CNVJQWIJ�VJGTG�CTG�UQOG�RTQFWEVU�QWV�VJGTG�VJCV
EQWNF�DG����QT�GXGP����DCUKU�RQKPVU��GURGEKCNN[�KH�[QW�JCXG�[QWT�QYP�UGTKGU�HWPF
CPF�OCPCIG�VJG�OQPG[�GKVJGT�[QWTUGNH�QT�IQ�VQ�C�UWDCFXKUQT�

2TQFWEVU�JCXG�C�UWTTGPFGT�EJCTIG�KP�VJG�UKZ��VQ�UGXGP�[GCT�RGTKQF�UVCTVKPI�CV��ä����
6JGTG�KU�C�UNKIJVN[�UJQTVGT�RGTKQF�CPF�NQYGT�RGTEGPVCIG�HQT�VJG�OQUV�EQORGVKVKXG
RTQFWEVU���+VçU�EQOOQP�VQ�CNNQY�CEEGUU�VQ�OQPG[�YKVJQWV�C�UWTTGPFGT�EJCTIG���6JG
UVCPFCTF�HGCVWTG�OKIJV�DG�UQOGVJKPI�NKMG�����QH�RTGOKWO�QP�C�PQPEWOWNCVKXG
DCUKU���+H�[QW�YCPV�VQ�WR�VJG�CPVG�C�NKVVNG�DKV��[QW�OKIJV�GXGP�VJTQY�KP�C�EWOWNCVKXG
HGCVWTG��YJKEJ�OGCPU�YJCV�[QW�FKFPçV�VCMG�NCUV�[GCT�[QW�ECP�WUG�VJKU�[GCT�QT�[QW
ECP�CNNQY�YKVJFTCYCN�QH�UQOG�GCTPKPIU�CU�YGNN�

(QT�VJG�DTQMGT�FGCNGT�EQPEGUUKQP��C�UVCPFCTF�RTQFWEV�OKIJV�JCXG�C����DTQMGT�FGCNGT
EQPEGUUKQP�QT�KV�OKIJV�IKXG�C�VTCKNGT�QRVKQP��YJKEJ�+�VJKPM�YG�UGG�WUGF�QP�VJG
XCTKCDNG�CPPWKV[�UKFG�C�NKVVNG�DKV�OQTG�VJCP�QP�VJG�HKZGF�UKFG���6JG�QXGTCNN�RTGXCNGPEG
KU�NQY��DWV�RGTJCRU�ITQYKPI���#�VTCKNGT�QRVKQP�OKIJV�DG�UQOGVJKPI�NKMG����WR�HTQPV
CPF����DCUKU�RQKPVU�QP�CNN�CEEQWPV�XCNWGU���6JG�VQR�GPF�QH�VJG�OCTMGV�KU�UQOGYJGTG
CTQWPF�������KP�VGTOU�QH�C�RC[QWV�

6CDNG���HQEWUGU�QP�XCTKCDNG�CPPWKVKGU�VJCV�CTG�UQNF�KP�VJG�TGVCKN�OCTMGV�VJTQWIJ
PQPSWCNKHKGF�DWUKPGUU�QT�OC[DG�CP�KPFKXKFWCN�TGVKTGOGPV�CEEQWPV�
+4#��TQNNQXGT���+V
KU�PQV�TGCNN[�VCTIGVGF�CV�VJG�TGEWTTKPI�RTGOKWO�DWUKPGUU���9GçNN�IQ�KPVQ�UQOG�OQTG
QH�VJGUG�HGCVWTGU�NCVGT�QP�

9JCV�UQTV�QH�RTQHKV�IQGU�VQ�EQORCPKGU�YJQ�V[RKECNN[�WUG�XCTKCDNG�CPPWKV[�DWUKPGUU!�
$CUGF�QP�VJG�YQTM�VJCV�YGçXG�FQPG�CPF�VJG�UWTXG[U�VJCV�YGçXG�UGGP��OCP[
EQORCPKGU�VCTIGV�C�����41+�QP�XCTKCDNG�CPPWKV[�UCNGU�YKVJ�C�HGY�ECXGCVU�VJCV�YGçNN
VCNM�CDQWV���)QKPI�KPVQ�VJG�OCTMGV��YG�UCY�C�PWODGT�QH�EQORCPKGU�YJQ�YGTG
VCTIGVKPI�TGVWTPU�JKIJGT�VJCP�VJCV��RGTJCRU�GXGP�WR�VQ������VJTGG�VQ�HKXG�[GCTU�CIQ��
6JG�OCTMGV�JCU�DGEQOG�C�NKVVNG�DKV�OQTG�EQORGVKVKXG���6JG�CPGEFQVCN�GXKFGPEG
UWIIGUVU�VJCV�UGXGTCN�EQORCPKGU�PQY�CEEGRV�NGUU�VJCP�C�����41+�DCUKU��UQ�VJG
RTGUUWTG�KU�QP���6JGUG�OGCUWTGU�CTG�DCUGF�QP�FKUVTKDWVCDNG�RTQHKVU��YJKEJ�KU�UVCVWVQT[
GCTPKPIU�YKVJ�RTQXKUKQP�HQT�VCZGU�CPF�VCTIGV�UWTRNWU���+VçU�CNUQ�KORQTVCPV�VQ�PQVG�VJCV
VJKU�FQGUPçV�TGHNGEV�CP[�WUG�QH�FGDV�KP�VJG�JQNFKPI�EQORCP[�VQ�NGXGTCIG�VJG�TGVWTPU
WR�



#TG�+PFKXKFWCN�#PPWKVKGU�2TQHKVCDNG! ��

TABLE 1
SYNOPSIS OF STANDARD VA PRODUCT

Variable Annuity Feature Typical Most Competitive

Product asset charge 140 bps 140 bps

Contract fee $35 (waived at $50,000) $30 (waived at $50,000)

GMBD 7-Year Multiple Reset Annual Ratchet or 5%
Accumulation

Profit on Investment Wide Dispersions, Range is 35 bps
Management 0 is 20 bps

Surrender Charge 6% to 7%/6 to 7 Years 6%/5 Years

Free-out 10%, Non-Cumulative 10% Cumulative or Sum of
10% Non-Cumulative +

Earnings

Broker-Dealer Concession 6%, Trailer Option 5/20 bps 7.75%
Products sold in other markets, such as 403 (b) and direct (e.g., low-load) may have different features and drivers of
profitability  

+P�CFFKVKQP�VQ�NQQMKPI�CV�41+��OCP[�EQORCPKGU�CNUQ�NQQM�CV�C�TGVWTP�QP�CUUGVU�
41#�
QT�C�)##2�41'���6JKU�KU�KORQTVCPV�DGECWUG�����KU�PQV�C�DCF�TCVG�QH�TGVWTP�KP�VJG
KPUWTCPEG�KPFWUVT[���/QUV�QH�QWT�RTQFWEV�NKPGU�FQPçV�IGV�VJCV���+VçU�KORQTVCPV�VQ�PQVG
JGTG�VJCV�VJG�TGSWKTGF�KPXGUVOGPVU�
4+��KP�XCTKCDNG�CPPWKVKGU�KU�TGNCVKXGN[�UOCNN�CPF�KP
UQOG�ECUGU�QEECUKQPCNN[�PGINKIKDNG��6CDNG���UJQYU�VJG�KORCEV�QH�FKHHGTGPV�NGXGNU�QH
TGSWKTGF�KPXGUVOGPV�CPF�VJG�CPPWCN�FQNNCT�COQWPV�QH�TGVWTP�VJCV�YG�JCXG�QP�VJG
XCTKCDNG�CPPWKV[�RTQFWEV�XGTUWU�C�HKZGF�RTQFWEV���6JG[çTG�CNN�UJQYP�CV����DKNNKQP�QH
CPPWCN�UCNGU���6JG�XCTKCDNG�KU�UJQYP�CV�VYQ�FKHHGTGPV�NGXGNUå�����QH�TGUGTXGU�KU�MKPF
QH�VJG�KPXGUVOGPV�VJCV�YG�JCXG�KP�VJG�DWUKPGUU�VJCV�TGHNGEVU�VJG�EQOOKUUKQPU�IQKPI
QP��UGVVKPI�WR�TGUGTXGU��VCTIGV�UWTRNWU��CPF�VJKPIU�QH�VJCV�UQTV���6JGUG�CTG
CRRTQZKOCVG�PWODGTU�

+H�YG�CTG�CDNG�VQ�CEJKGXG�C�����41+��YJKEJ�KU�KP�VJG�DCNNRCTM��YG�UGG�VJCV�QWT�TGVWTP
KU����������VQ������OKNNKQP�HQT����DKNNKQP�QH�UCNGUåVJG�CPPWCN�HKIWTG���$[�EQPVTCUV�
VJG�HKZGF�CPPWKVKGU�JCXG�OWEJ�OQTG�ECRKVCN�KPXGUVGF�KP�VJG�DWUKPGUU��UQOGYJGTG�KP
VJG�TCPIG�QH����QT�UQ���6JG�TGVWTPU�VJGTG�CTG�RTQDCDN[�PQV�SWKVG�CU�JKIJ�KP�VGTOU�QH�C
RGTEGPVCIG��KP�C�FQNNCT�COQWPV��YG�FQ�JCXG�C����OKNNKQP�TGVWTP���6JG�OCKP�RQKPV�QH
VJKU�RCTVKEWNCT�VCDNG�KU�VJCV�VJG�XCTKCDNG�CPPWKV[�RTQFWEV�JCU�C�TGNCVKXGN[�UOCNN�FQNNCT
COQWPV�QH�TGVWTP�HQT����DKNNKQP�QH�UCNGU���+V�CNUQ�OGCPU�VJCV�YJGP�[QWçTG�UGNNKPI�DQVJ
RTQFWEVU�KP�[QWT�UCOG�RQTVHQNKQ��[QW�PGGF�VQ�UGNN�C�NQV�OQTG�XCTKCDNG�VQ�IGV�VJG�UCOG
FQNNCT�COQWPV�QH�TGVWTP���6JCVçU�KORQTVCPV�VQ�PQVG�
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TABLE 2
VA PROFIT MEASURES AND GOALS—THE AMOUNT OF RI IN VARIABLE ANNUITIES IS

RELATIVELY SMALL (OCCASIONALLY NEGLIGIBLE)

Type of Annuity Amount of
Product Annuity Sales RI ROI Return

Annual $

Variable $1 Billion 5 Million 15% $.75 Million

$1 Billion 10 Million 15 1.50 Million

Fixed $1 Billion 50 Million 10 5.00 Million
VA Product has relatively small $ amount of return for $1 Billion in sales.

9JCV�YG�HQWPF�KU�VJCV�DGECWUG�QH�VJG�UOCNN�NGXGN�QH�KPXGUVOGPV�KP�VJG�41+
ECNEWNCVKQP��OCP[�EQORCPKGU�KP�VJG�XCTKCDNG�CPPWKV[�DWUKPGUU�CNUQ�NQQM�CV�CP�41#
V[RG�QH�ECNEWNCVKQP��YJGTG�VJG�V[RKECN�VCTIGV�KU�KP�VJG�TCPIG�QH���ä���DCUKU�RQKPVU�RGT
CPPWO��YJKEJ�YQWNF�DG�DCUGF�QP�FKUVTKDWVCDNG�GCTPKPIU���5QOG�EQORCPKGU�FQ�NQQM
CV�CHVGT�VCZ�CU�YGNN���6JG�FKHHGTGPEG�KU�PQV�UKIPKHKECPV�DGVYGGP�VJG�VYQ�

+V�KU�KORQTVCPV�VQ�PQVG�VJCV�VJG�41#U�YKNN�XCT[�UWDUVCPVKCNN[�FGRGPFKPI�QP�VJG
FKUEQWPV�TCVG���(QT�GZCORNG��KH�[QW�JCXG�C�RTQFWEV�VJCVçU�RTKEGF�VQ�GCTP�����41+�
KVçU�IQKPI�VQ�JCXG�CP�41#�QH�\GTQ�CV�C�����FKUEQWPV�TCVG��UQ�[QW�PGGF�VQ�RC[
CVVGPVKQP�VQ�YJCV�[QW�WUG�CU�C�FKUEQWPV�TCVG���9G�UGG�VJG�FKUEQWPV�TCVG�HQT�VJKU
ECNEWNCVKQP�CU�VKGF�VQ�VJG�RTGVCZ�GCTPGF�TCVG�QP�IGPGTCN�CEEQWPV�CUUGVU��+�YQWNF�UC[�KV
KU�UQOGYJGTG�KP�VJG�TCPIG�QH����ä���

.GVçU�FKI�C�NKVVNG�FGGRGT�KP�UQOG�QH�VJG�HCEVQTU�VJCV�FTKXG�XCTKCDNG�CPPWKV[
RTQHKVCDKNKV[���9GçTG�IQKPI�VQ�UVCTV�QWV�D[�NQQMKPI�CV�C�HGY�CUUWORVKQPU�HQT�YJCV�+�ECNN
VJG�KPFGRGPFGPV�EJCPPGN��CPF�+�TGHGT�VQ�KV�CU�KPFGRGPFGPV�TGRTGUGPVCVKXGU���+�VJKPM
VJKU�YQWNF�TGHGT�VQ�UVQEMDTQMGTU�UGNNKPI�VJTQWIJ�DQVJ�VJG�PCVKQPCN�YCTGJQWUG�HKTOU
CU�YGNN�CU�VJG�TGIKQPCN���+V�YQWNF�TGHGT�VQ�VJG�EQOOKUUKQP�CPF�HKPCPEKCN�RNCPPGTU�QH
VJG�KPFGRGPFGPV�DTQMGT�FGCNGT�EJCPPGN�YKVJ�YJKEJ�OCP[�QH�VJG�KPFGRGPFGPV
KPUWTCPEG�CIGPVU�JCXG�CNKIPGF�VJGOUGNXGU�HQT�VJG�RWTRQUG�QH�UGNNKPI�XCTKCDNG
RTQFWEVU���+V�YQWNF�KPENWFG�DCPMU�CU�YGNN�

+P�VJG�TGVCKN�PQPSWCNKHKGF�OCTMGV��C�V[RKECN�RTQFWEV�YQWNF�JCXG�C�VQVCN�FKUVTKDWVKQP
EQUV�QH��ä������QH�RTGOKWO�DTQMGP�FQYP�D[�EQORQPGPVU�CU�HQNNQYU���+V�KU�C�HCKTN[
YKFG�TCPIG��DWV�[QW�JCXG�VQ�MKPF�QH�FKI�FQYP���6JG�DTQMGT�FGCNGT�EQPEGUUKQP�KU
�ä�������+H�[QW�YGPV�DCEM�C�HGY�[GCTU�CIQ��VJG�UVCPFCTF�YCU�CV�UKZ���9GçTG�PQY
WRRKPI�VJG�CPVG�C�NKVVNG�DKV�VJTQWIJ�URGEKCNU�CPF�QVJGT�RTQITCOU�VJCV�CTG�IQKPI�KPVQ
RNCEG�VQ�FKHHGTGPVKCVG�QWT�HKTOU�
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;QW�CNUQ�JCXG�FKTGEV�OCTMGVKPI�EQUVU��YJKEJ�OKIJV�KPENWFG�UWEJ�VJKPIU�CU�C
YJQNGUCNGT�UCNCT[��QXGTTKFGU��GZRGPUGU�QT�WUG�QH�CP�QWVUKFG�VJKTF�RCTV[�OCTMGVGT��
;QW�CNUQ�JCXG�KP�VJCV�ECVGIQT[�OCTMGVKPI�OCVGTKCNU�CPF�TWPPKPI�[QWT�UCNGU�FGUM�CPF
RTQOQVKQPU�CPF�VJKPIU�QH�VJCV�UQTV���6JCV�OKIJV�DG����ä���QH�RTGOKWO���1P�VQR�QH
VJCV��KV�KU�EQOOQP�VQ�CNNQECVG�UQOG�HKZGF�GZRGPUGU�VQ�VJG�NKPG��DQVJ�KP�VJG�OCTMGVKPI
FGRCTVOGPV�CU�YGNN�CU�EQTRQTCVG�QXGTJGCF��YJKEJ�OC[�TCKUG�CPQVJGT����ä������QH
VJG�UKPING�RTGOKWO���+VçU�KORQTVCPV�VQ�PQVG�VJCV�VJGUG�CTG�VCTIGVU�OQTG�UQ�VJCP�CEVWCN
EQUVU���5QOG�QH�VJG�CEVWCN�EQUVU�OC[�EQOG�CV�VJG�JKIJGT�GPF�QH�VJG�TCPIG�

+�JCXG�C�HGY�QDUGTXCVKQPU�CDQWV�UQOG�QH�VJG�VJKPIU�VJCV�+çXG�UJQYP�JGTG��(QT
EQORCPKGU�QRGTCVKPI�KP�VJG�KPFGRGPFGPV�CIGPV�OCTMGV��VJG�CDKNKV[�VQ�EJCPIG�VJG
FKUVTKDWVKQP�EQUV��WPNGUU�[QWçTG�OQXKPI�KV�WRYCTFU��KU�XGT[�NKOKVGF���$CUKECNN[�VJG
EQUV�KU�YJCV�KV�KU���6JGTG�KU�XGT[�NKVVNG�NGXGTCIG�VQ�TGFWEG�[QWT�FKUVTKDWVKQP�EQUVU���+
YQWNF�CNUQ�UWIIGUV�VJCV�EQORCPKGU�VJCV�FQPçV�TGCNN[�JCXG�C�UVQT[�VQ�VGNN�
KP�QVJGT
YQTFU��VJG[çTG�C�PGY�GPVTCPV�VQ�VJG�OCTMGV��QT�VJG[�JCXGPçV�JCF�C�ITGCV�FGCN�QH
UWEEGUU��QT�VJG[�JCXG�CP�CPEKNNCT[�RTQFWEV�VJCV�FQGUPçV�CVVTCEV�OWEJ�CVVGPVKQP���CTG
RTQDCDN[�IQKPI�VQ�DG�CV�VJG�JKIJ�GPF�QH�VJG�TCPIG�QH�EQUV�GKVJGT�VJTQWIJ�TCKUKPI
EQOOKUUKQPU�VQ�FKHHGTGPVKCVG�[QWTUGNH�QT�PQV�IGVVKPI�VJG�XQNWOG��YJKEJ�KU�IQKPI�VQ
FTKXG�[QWT�HKZGF�GZRGPUGU�WR�

+P�VGTOU�QH�VJG�CEVWCN�UGNNKPI�TGRTGUGPVCVKXG��VJG�EQOOKUUKQP�KU�IQKPI�VQ�DG�FGTKXGF
D[�CRRN[KPI�VJG�ITKF�U[UVGO�VJCV�YG�UGG�KP�VJG�UVQEM�DTQMGTCIG�YQTNF�VQ�VJG
DTQMGT�FGCNGT�EQPEGUUKQP���6JG�RC[QWV�KU�IQKPI�VQ�FGRGPF�QP�VJG�V[RG�QH�EQPEGUUKQP��
5QOG�QH�VJG�PCVKQPCN�YCTGJQWUGU�CPF�UWEJ�YQWNF�JCXG�TGNCVKXGN[�NQY�RC[QWVU
YJKEJ�KU�VKGTGF�UQOGYJGTG�KP�VJG���ä����TCPIG��KH�[QW�IQ�VQ�VJG�KPFGRGPFGPVU�
VJG[�CTG�RGTJCRU�EQODKPGF�YKVJ�VJG�OCPCIGT�QH�VJG�RC[QWVU��YJKEJ�OKIJV�DG�CU
JKIJ�CU�����QT������DWV�KVçU�C�YJQNG�FKHHGTGPV�YQTNF�KP�VGTOU�QH�VJG�UGTXKEGU�VJCV�CTG
RTQXKFGF�CPF�YJCV�IGVU�EJCTIGF�KP�GCEJ�QPG�

6JG�OCTMGVKPI�EQUVU�VJCV�+�UJQYGF�DGHQTG�FKF�CUUWOG�VJG�WUG�QH�KPVGTPCN
YJQNGUCNGTU���+H�[QW�WUGF�C�VJKTF�RCTV[�OCTMGVGT��[QW�RTQDCDN[�YQWNF�IGPGTCVG
EQORCTCDNG�XCTKCDNG�EQUV��RGTJCRU�KP�VJG�����ä�����TCPIG���+VçU�XCTKCDNG�CU�QRRQUGF
VQ�C�HKZGF�GZRGPUG�

+�YQWNF�UC[�C�HGY�EQORCPKGU�TGHNGEV�QXGTJGCF�GZRGPUGU�VJTQWIJ�C�JKIJGT�RTKEKPI
VCTIGV�TCVJGT�VJCP�C�FKTGEV�EJCTIG���(QT�VJQUG�EQORCPKGU�VJCV�FQ�TGHNGEV�QXGTJGCF�KP
VJGKT�RTKEKPI��VJG[�RTQDCDN[�CNUQ�YQWNF�EJCTIG�C�RQTVKQP�QH�TGPGYCN�[GCTU���6JCV
RQTVKQP�RTQDCDN[�FGRGPFU�QP�JQY�NQPI�VJG[çXG�DGGP�KP�VJG�DWUKPGUU�CPF�YJGTG
VJG[�ECP�CDUQTD�VJG�EQUV�

+�JCXG�QPG�HKPCN�QDUGTXCVKQP�QP�VJG�FKUVTKDWVKQP�EQUV���/CP[�EQORCPKGU�FQ�QHHGT�VJG
VTCKNGT�EQOOKUUKQP�QRVKQP���9G�YQWNF�UC[�VJKU�KU�IGPGTCNN[�FGUKIPGF�VQ�RTQXKFG
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GSWKXCNGPV�RTQHKVCDKNKV[�YKVJ�C�HGY�PQVCDNG�GZEGRVKQPU���/[�GZCORNG�DGHQTG�YCU�MKPF
QH�C�����VTCFG�QHH��YJGTG����YQWNF�GSWCVG�VQ���RNWU�VJG����DCUKU�RQKPV�VTCKNGT��
6JGTGçU�QDXKQWUN[�C�NQV�QH�PGY�VTCKNGT�QRVKQPU�VJCV�JCXG�IQPG�KP�VJG�OCTMGV�TGEGPVN[�
CPF�RGQRNG�CTG�VT[KPI�VQ�DG�C�NKVVNG�ETGCVKXG�VJGTG�

.GVçU�VWTP�VQ�RGTUKUVGPE[�PQY��CPF�CICKP�YGçTG�IQKPI�VQ�UVC[�KP�CP�KPFGRGPFGPV
FKUVTKDWVKQP�EJCPPGN���+�VJKPM�CNN�QH�WU�TGCNK\G�VJCV�DWUKPGUU�UQNF�VJTQWIJ�VJKU�EJCPPGN
KU�CNOQUV�CNYC[U�CV�TKUM�VQ�OQXG�CV�VJG�GPF�QH�VJG�UWTTGPFGT�EJCTIG�RGTKQF���#
PWODGT�QH�TGRTGUGPVCVKXGU�KP�VJKU�EJCPPGN�XKGY�VJG�DWUKPGUU�CU�OCVWTKPI�CV�VJG�GPF
QH�VJG�UWTTGPFGT�EJCTIG�RGTKQF���6JGTGçU�PQ�OCIKE�UQNWVKQP��DWV�+�VJKPM�VJG�CDKNKV[�VQ
TGVCKP�DWUKPGUU�KU�FTKXGP�D[�UGXGTCN�HCEVQTU���(KTUV��[QW�UVKNN�JCXG�VQ�DG�UGNNKPI�VJTQWIJ
VJCV�EJCPPGN���+H�[QWçTG�PQV��VJCV�UWIIGUVU�VJCV�[QWçTG�KP�C�FKHHKEWNV�RQUKVKQP�VQ�VT[�VQ
TGVCKP�KV�RCUV�VJG�UWTTGPFGT�EJCTIG�RGTKQF���;QWçTG�CNUQ�IQKPI�VQ�NQQM�CV�RTQFWEV
EQORGVKVKXGPGUU��RCTVKEWNCTN[�QP�VJG�XCTKCDNG�UKFG���*QY�YGNN�JCU�[QWT�HWPF
RGTHQTOGF!��*QY�JCU�KV�FQPG�TGNCVKXG�VQ�UKOKNCT�CUUGV�ENCUUGU!��9GçXG�DGGP�KP�C
RTGVV[�HCXQTCDNG�OCTMGV�HQT�XCTKCDNG�CPPWKVKGU��YJKEJ�JCU�JGNRGF�UCNGU���

6JG�EQPVKPWGF�GZEJCPIG�CEVKXKV[�CDWUG�OKIJV�URWT�CEVKQP�D[�TGIWNCVQTU���+�VJKPM�KH
YG�EQPVKPWG�VQ�UGG�YKFGURTGCF�CDWUG��YG�OC[�UGG�UQOG�CEVKQP�QP�VJG�KPFWUVT[�UKFG�

9JCV�ECP�[QW�FQ�VQ�KORTQXG�RGTUKUVGPE[!��#�PWODGT�QH�EQORCPKGU�ECOG�QWV�YKVJ
FGHGPUKXG�RTQITCOU�CPF�UQOG�QH�VJGUG�CTG�OQTG�RTGXCNGPV�QP�HKZGF�CPPWKVKGU�
CNVJQWIJ�CURGEVU�JCXG�DGGP�UGGP�QP�XCTKCDNG�CU�YGNN���+P�EQORGPUCVKQP��OCP[
FKUVTKDWVQTU�CTG�PQY�RC[KPI�C�VTCKNGT�CV�VJG�GPF�QH�VJG�UWTTGPFGT�EJCTIG�RGTKQF���'XGP
KH�KV�YCUPçV�RTKEGF�KP�QTKIKPCNN[��KVçU�RTQDCDN[�DGVVGT�VQ�IGV�C�RQTVKQP�QH�VJG�URTGCF�QP
UQOGVJKPI�TCVJGT�VJCP�C�HWNN�URTGCF�QP�PQVJKPI�

2TQFWEV�GPJCPEGOGPVU��NKMG�VJG�IWCTCPVGGF�OKPKOWO�FGCVJ�DGPGHKV�
)/&$���YGTG
FTKXGP�FKTGEVN[�D[�RGTUKUVGPE[�CPF�RGTJCRU�C�URGEKCN�TCVG�QH�VJCV�KU�FGHKPKVGN[�OQTG
CRRNKECDNG�KP�VJG�HKZGF�CPPWKVKGU���#PQVJGT�QPG�VJCV�YG�YCPVGF�VQ�VJTQY�WR�JGTG�YCU
RCTVPGTKPI�YKVJ�VJG�FKUVTKDWVKQP���+H�[QW�ECP�RCTVPGT�VJG�FKUVTKDWVKQP�CPF�DTKPI�KV�KPVQ
RCTV�QH�VJG�GSWCVKQP��VJGKT�KPVGTGUVU�CTG�IQKPI�VQ�DG�CNKIPGF�YKVJ�[QWTU���(TCPMN[��PQV
C�YJQNG�DWPEJ�QH�VJQUG�FGCNU�JCXG�DGGP�YQTMGF�QWV�[GV��DWV�VJGTG�KU�UQOG�RQVGPVKCN
KP�VJCV�CTGC�KP�VJG�HWVWTG���6JG�QVJGT�CTGC��QH�EQWTUG��KU�VQ�DWKNF�KP�RTQFWEV�FGUKIP
HGCVWTGU�KP�VJG�HTQPV�GPF�VJCV�RTQOQVG�DGVVGT�RGTUKUVGPE[��NKMG�VJG�NQPIGT�UWTTGPFGT
EJCTIG�RGTKQF��CPF�QT�C�UKIPKHKECPV�VTCKNGT�EQOOKUUKQP��QT�RGTJCRU�C�IWCTCPVGGF
OKPKOWO�FGCVJ�DGPGHKV�

6JGTG�JCU�PQV�DGGP�C�ITGCV�FGCN�UQNF�KP�VJKU�OCTMGV�VJCV�KU�RCUV�VJG�UWTTGPFGT�EJCTIG
RGTKQF���+VçU�NKOKVGF���9JGP�YG�YQTM�YKVJ�EQORCPKGU�KP�VJKU�CTGC��YG�VJKPM�VJCV
RGTJCRU�C�TGCUQPCDNG�RTKEKPI�CUUWORVKQP�OKIJV�DG�C�URKMG�NCRUG��YJKEJ�KU�VJG�[GCT
CHVGT�VJG�UWTTGPFGT�EJCTIG�KP�VJG���ä����TCPIG�CPF�VJGP�HQNNQYKPI�WR���ä���
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VJGTGCHVGT���+H�VJG�DWUKPGUU�KU�IQKPI�VQ�OQXG��KV�VGPFU�VQ�OQXG�TKIJV�CHVGT�VJG�UWTTGPFGT
EJCTIG�RGTKQF�

.GVçU�UYKVEJ�EJCPPGNU�JGTG�C�NKVVNG�DKV�CPF�VCNM�CDQWV�VJG�ECTGGT�CIGPVUåVJQUG
EQORCPKGU�VJCV�YQTM�YKVJ�C�DTCPEJ�OCPCIGOGPV�U[UVGO�QT�C�IGPGTCN�CIGPE[
U[UVGO���$WUKPGUU�UQNF�D[�ECTGGT�CIGPVU�GZJKDKVU�UQOGYJCV�FKHHGTGPV�GNGOGPVU�QH
RTQHKVCDKNKV[���9G�FQ�PQVG�VJCV�C�NCTIG�RQTVKQP�QH�VJG�DWUKPGUU�UQNF�D[�ECTGGT�CIGPVU�KU
FQPG�VJTQWIJ�VJG����
D��CPF�VJG�����OCTMGV���9JGP�[QW�IGV�QWVUKFG�QH�VJCV��+çF�UC[
VJG�ECTGGT�NKHG�KPUWTCPEG�CIGPVU�JCXG�PQV�DGGP�C�JKIJ�XQNWOG�EJCPPGN�HQT�VJG
XCTKCDNG�CPPWKV[�UCNGU���+V�KU�RKEMKPI�WR��VJQWIJ��CPF���ä����QH�VQVCN�EQOOKUUKQPU�KU
PQY�HTQO�ECTGGT�CIGPVU�CPF�VJG�YQTM�VJCV�YGçXG�FQPG�UWIIGUVU�VJCVçU�IQKPI�VQ�DG�C
ITQYVJ�CTGC�HQT�VJG�HWVWTG�KP�VGTOU�QH�KPUWTCPEG�CIGPVU�UGNNKPI�C�DTQCFGT�TCPIG�QH
RTQFWEVU�

6JG�FKUVTKDWVKQP�EQUVU�QH�VJGUG�V[RGU�QH�EJCPPGNU�VGPF�VQ�HCNN�KP�VJG�NQY�VQ�OKFFNG
RQTVKQP�QH�VJG�TCPIG�TGNCVKXG�VQ�VJG�KPFGRGPFGPV�TGRTGUGPVCVKXGU�VJCV�YG�UJQYGF
DGHQTG���*QYGXGT��VJCV�KU�RGTJCRU�PQV�VJG�VTWG�UVQT[���5QOG�YQTM�VJCV�YG�JCXG�FQPG
UWIIGUVU�VJCV�RGTJCRU�CPPWKVKGU�OC[�PQV�DG�CNNQECVGF�VJGKT�HCKT�UJCTG�QH�CIGPE[
GZRGPUGU��UQ�KV�FQGUPçV�EQPVTKDWVG�HWNN[�VQ�OCPCIGT�EQORGPUCVKQP�QT�DGPGHKVU�QT
VJKPIU�QH�VJCV�UQTV���#NUQ��VJGTG�KU�C�RQVGPVKCN�HQT�QXGTJGCF�EQUVU�VQ�DG�JKIJGT�
RCTVKEWNCTN[�KH�[QWT�XQNWOG�KU�PQV�VJCV�JKIJ���%CTGGT�CIGPE[�DWUKPGUU�VGPFU�VQ�JCXG�C
NQYGT�CXGTCIG�UK\G��KVçU�ENQUGT�VQ�VJG��������ä�������TCPIG�CU�QRRQUGF�VQ�VJG
�������ä�������TCPIG�HQT�DWUKPGUU�UQNF�D[�VJG�KPFGRGPFGPVU���+�FQ�VJKPM�VJCV
QXGTCNN��DGECWUG�[QW�CTG�CDNG�VQ�EQPVTQN�VJG�EQORGPUCVKQP�EQUVU�C�NKVVNG�DKV��[QW�JCXG
OQTG�NGXGTCIG�QXGT�VJG�TGVWTP�KP�VJG�ECTGGT�CIGPE[�EJCPPGN�TGNCVKXG�VQ�VJG
KPFGRGPFGPVU���+VçU�NGUU�QH�C�RWTG�XCTKCDNG�RC[QWV���6JCV�FQGUPçV�OGCP�VJCV�KV�KU
PGEGUUCTKN[�C�DGVVGT�TGVWTP���+VçU�LWUV�VJCV�VJGTG�CTG�OQTG�OQXKPI�RKGEGU�VQ�YQTM�YKVJ�

9G�FQ�UGG�VJCV�RGTUKUVGPE[�CHVGT�VJG�UWTTGPFGT�EJCTIG�RGTKQF�KU�OWEJ�NGUU�QH�C
EQPEGTP���6JG�GZRGTKGPEG�VJCV�YGçXG�UGGP�KP�VJKU�EJCPPGN�JCU�DGGP�IQQF��CNVJQWIJ�KV
JCU�DGGP�RTKOCTKN[�HQT�VJG�TGEWTTKPI�RTGOKWO�RTQFWEV��DWV�DCTGN[�KP�VJG�FQWDNG�FKIKV
TCPIG��YJKEJ�KU�SWKVG�IQQF��QDXKQWUN[�

.GVçU�UYKVEJ�IGCTU�C�NKVVNG�DKV���9GçTG�IQKPI�VQ�VCNM�CDQWV�OCKPVGPCPEG�GZRGPUGU��
%JCTV���UWIIGUVU�VJCV�CEJKGXKPI�UECNG�KU�C�MG[�FTKXGT�QH�WNVKOCVG�XCTKCDNG�CPPWKV[
RTQHKVCDKNKV[���6JKU�EJCTV�RNQVU�WPKV�GZRGPFKVWTGU�HQT�XCTKQWU�VQVCN�CUUGV�UK\GU�CPF�HKZGF
GZRGPUG�NGXGNU���0QVG�VJG�CUUWORVKQPU�VJCV�YG�JCXG�JGTG���(QT�C�EQORCP[�YKVJ����
OKNNKQP�QH�HKZGF�GZRGPUG�
C�RQTVKQP�KU�IQKPI�VQ�DG�CNNQECVGF�VQ�CESWKUKVKQP��CPF�VJG
TGUV�YKNN�IQ�VQ�OCKPVGPCPEG��CPF�VJCV�JCU�C�DKNNKQP�FQNNCTU�QH�CUUGVU��[QWçTG�IQKPI�VQ
JCXG�C�WPKV�OCKPVGPCPEG�EQUV�QH�CDQWV������RGT�RQNKE[���9JCVçU�CRRTQRTKCVG�JGTG�KU
VQ�VT[�VQ�FQ�VJKU�V[RG�QH�CPCN[UKU�HQT�[QWT�QYP�EQORCP[���6JG�CDKNKV[�VQ�ITQY�VJG�UK\G
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QH�[QWT�DNQEM�KU�VJG�MG[�YC[�VQ�TGFWEG�[QWT�WPKV�EQUV�FQYP�VQ�C�VQNGTCDNG�NGXGN
YJKEJ�KU�DGNQY������RGT�RQNKE[�QT�UQ���

CHART 3
ACHIEVING SCALE IS KEY DRIVER OF ULTIMATE VA PROFITABILITY

*REPRESENTS TOTAL FIXED EXPENSE (I.E., NON-DISTRIBUTION RELATED) ESTIMATED FOR
DIFFERENT ASSET LEVELS

#ICKP��QPG�EQWNF�SWKDDNG�KP�VGTOU�QH�VJG�GZRGPUG�NGXGNU�VJCV�YG�JCXG�TGNCVKXG�VQ�VJG
UK\G�QH�VJG�DNQEM���6JG�DQVVQO�RCTV�UWIIGUVU�JGTG�VJCV�WUKPI�C�VJKTF�RCTV[
CFOKPKUVTCVQT�
62#��YQWNF�HNCVVGP�VJG�EWTXG���;QW�OQXG�OWEJ�OQTG�VQ�C�XCTKCDNG
V[RG�QH�EQUV���+H�[QWçTG�IQKPI�VQ�CFOKPKUVGT�VJG�DNQEM�[QWTUGNH��DGKPI�CDNG�VQ�FTKXG�VQ
C�ETKVKECN�CUUGV�UK\G�KU�RTQDCDN[�XGT[�KORQTVCPV�KP�VGTOU�QH�MGGRKPI�[QWT�GZRGPUGU
WPFGT�EQPVTQN���#U�+�OGPVKQP��VJKU�EJCTV�KU�KNNWUVTCVKXG�VQ�UQOG�GZVGPV��CPF�+�VJKPM�KVçU
WUGHWN�VQ�NQQM�CV�HQT�[QWT�QYP�RCTVKEWNCT�EQORCPKGU�

+çNN�LWUV�VQWEJ�DTKGHN[�QP�KPXGUVOGPV�RTQHKVU���6JG[�CTG�KPHNWGPEGF�D[�VJG�HWPF
CRRTQCEJ�WUGF���9G�UJQY�JGTG�VJG�RNWUGU�CPF�OKPWUGU�QH�WUKPI�GZVGTPCN�HWPFU�QT�C
UWDCFXKUQT���1P�VJG�UWDCFXKUQT��[QW�RTQDCDN[�JCXG�ITGCVGT�RTQHKV�EQPVTKDWVKQP�QH�WR
VQ����QT����DCUKU�RQKPVU��DWV�[QW�JCXG�VQ�URGPF�OQPG[�VQ�IGV�VJGTG���;QW�JCXG�VQ
KPXGUV�KP�VJG�DWUKPGUU���#NUQ��VJG�JKIJGT�EQUV�KU�TGHNGEVGF�KP�VJG�CFXKUQT�HGGU��YJKEJ�KU
IQKPI�VQ�RWNN�FQYP�VJG�TGVWTPU�VQ�UQOG�GZVGPV�

6JGTG�CTG��QH�EQWTUG��QVJGT�HCEVQTU�VJCV�KORCEV�RTQHKVCDKNKV[�CU�YGNN���6JGTGçU�CNUQ
)/&$�EQUV��CPF�VJGTGçU�C�NQV�QH�CVVGPVKQP�VQ�VJKU�QXGT�VKOG���$GECWUG�QH�VJG�TGNCVKXG
RGTHQTOCPEG�QH�VJG�UVQEM�OCTMGV��KV�JCU�PQV�DGGP�C�DKI�CEVWCN�EQUV�KUUWG���$WV�KV�KU
UQOGVJKPI�YG�PGGF�VQ�RC[�CVVGPVKQP�VQ���#�V[RKECN�CRRTQCEJ�VJCV�YG�YQWNF�WUG�KU�VQ
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RNCEG�VJG�OGCP�EQUV�QH�VJG�HGCVWTG�KP�VJG�DCUKE�RTKEKPI��YJKEJ�KU�RGTJCRU�DCUGF�QP
VJG�TGUWNVU�QH�OWNVKRNG�UEGPCTKQ�VGUVKPI�QH�XCTKQWU�CUUGV�ENCUUGU���+V�UWIIGUVU�VJCV�[QW
TGHNGEV�VJG�VCNGU�QH�VJKU�FKUVTKDWVKQP�KP�[QWT�VCTIGV�UWTRNWU�PGGFU�CPF�OCMG�RTQXKUKQP
HQT�VJG�OGCP�EQUV�KP�VJG�DCUKE�RTKEKPI���+V�KU�CNUQ�KORQTVCPV�KH�[QWçTG�YQTMKPI�YKVJ
TGKPUWTGTU�VQ�TGHNGEV�VJGKT�EQUV�CU�YGNN�

1P�VJG�UGRCTCVG�CEEQWPV�UKFG��VJG�TKUM�DCUGF�ECRKVCN�HQTOWNC�FQGUPçV�PGEGUUCTKN[
RTQFWEG�TGCUQPCDNG�TGUWNVU���+V�OC[�QPN[�JCXG�C�%ä��CPF�C�%ä��EQORQPGPV��CPF�VJG
%ä���KH�[QW�DQQM�[QWT�OQPKGU�VJCV�YC[��EQOGU�VJTQWIJ�CU�C�RGTEGPVCIG�QH�RTGOKWO��
+�YQWNF�UWIIGUV�VJCV�KVçU�RTQDCDN[�OQTG�RTWFGPV�VQ�JQNF�CV�NGCUV����ä���QH�TGUGTXGU
CU�VJG�CRRTQRTKCVG�VCTIGV�UWTRNWU�NGXGN���%QTTGNCVG�VJG�COQWPV�QH�TKUM�VJCV�[QWçTG
VCMKPI�YKVJ�VJG�RTQFWEV���;QW�CNUQ�PGGF�VQ�TGHNGEV�VJG�TCVKPI�CIGPEKGU�TGSWKTGOGPVU�

2CTVKCN�YKVJFTCYCN�WVKNK\CVKQP�JCU�JKUVQTKECNN[�DGGP�TGNCVKXGN[�NQY�KP�VJG�CPPWKV[
OCTMGV�WPNGUU�VJGTG�CTG�URGEKCN�RTQITCOU�VJCV�GZKUV��UWEJ�CU�U[UVGOCVKE�YKVJFTCYCNU
QT�CPPWCN�YKVJFTCYCN�QH�KPVGTGUV��KV�KU�OQTG�CRRNKECDNG�QP�VJG�HKZGF�CPPWKV[�UKFG���1H
EQWTUG��YKVJFTCYCNU�KP�VJG�PQPSWCNKHKGF�OCTMGV�CTG�VQ�UQOG�GZVGPV�VCZ�CFXCPVCIGF�

6JGTG�CTG�QDXKQWUN[�C�PWODGT�QH�QVJGT�CUUWORVKQPU�VJCV�YG�EQWNF�IQ�VJTQWIJ��DWV�+
VJKPM�YGçXG�MKPF�QH�EQXGTGF�VJG�OQTG�KORQTVCPV�QPGU��CNVJQWIJ�QVJGT�QPGU�OC[
JCXG�KORCEV�CU�YGNN�

+�JCXG�C�HGY�EQPENWFKPI�TGOCTMU���#U�YG�UCKF��VJG�CDKNKV[�VQ�NGXGTCIG�VJG�TGVWTP��CPF
VQ�FTKXG�KV�KP�VJG�KPFGRGPFGPV�TGRTGUGPVCVKXG�OCTMGV��KU�NKOKVGF���'UUGPVKCNN[�[QW�JCXG
VQ�VCMG�YJCV�VJG�OCTMGV�YKNN�IKXG�[QW���9G�UGG�VJCV�PGY�GPVTCPVU�CPF�VJQUG�YKVJQWV
C�UVQT[�VQ�VGNN�CTG�RTQDCDN[�CV�C�TGNCVKXG�FKUCFXCPVCIG�KP�VJKU�OCTMGV���6JG�MG[�FTKXGT
QH�WNVKOCVG�RTQHKVCDKNKV[�KU�FGHKPKVGN[�RGTUKUVGPE[�DG[QPF�VJG�UWTTGPFGT�EJCTIG�RGTKQF��
9G�VCNMGF�CDQWV�JQY�KPVGTGUV�TCVG�NGXGNU�CPF�UVQEM�OCTMGV�RGTHQTOCPEG�EQWNF�JCXG
C�DKI�KORCEV�QP�VJKU�IQKPI�HQTYCTF��DWV�ECP�[QW�TGVCKP���ä����QH�VJG�DWUKPGUU�CHVGT
VJG�UWTTGPFGT�EJCTIG!

%QORCPKGU�QRGTCVKPI�KP�VJG�ECTGGT�CIGPE[�EJCPPGN�OC[�JCXG�OQTG�NGXGTCIG�QP�VJG
TGVWTP��DWV�VJG[�PGGF�VQ�HKPF�YC[U�HQT�VJGKT�CIGPEKGU�VQ�UWTXKXG�YKVJ�C�NCTIGT
RGTEGPVCIG�QH�VJG�DWUKPGUU�EQOKPI�HTQO�CPPWKVKGU�CPF�TGNCVGF�RTQFWEVU�NKMG�OWVWCN
HWPFU���+�FQPçV�OGCP�VQ�UWIIGUV�VJCV�ECTGGT�CIGPVU�CTG�OQTG�RTQHKVCDNG�KP�VJKU
RCTVKEWNCT�EJCPPGN��DWV�+�VJKPM�VJGTG�KU�C�NKVVNG�DKV�OQTG�TQQO�VQ�YQTM�YKVJ�QP�VJG
FKUVTKDWVKQP�EQUVU��YJKEJ�KU�QPG�QH�VJG�OQUV�ETKVKECN�CTGCU�

9G�CNUQ�VCNMGF�CDQWV�VJG�PGGF�HQT�ETKVKECN�OCUU�KP�DQVJ�VJG�OCKPVGPCPEG�QRGTCVKQPU�
RCTVKEWNCTN[�KH�[QWçTG�WUKPI�CP�KPVGTPCN�CRRTQCEJ��CU�YGNN�CU�QP�VJG�FKUVTKDWVKQP�UKFG��
#ICKP��ETKVKECN�OCUU�KU�KORQTVCPV�KH�[QWçTG�WUKPI�KPVGTPCN�YJQNGUCNGTU�CU�QRRQUGF�VQ
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IQKPI�QWVUKFG���9JCV�YG�JGCT�QWV�VJGTG�KU�[QW�OWUV�EQPVKPWG�VQ�KPXGUV�KP�PGY
VGEJPQNQI[�VQ�UVC[�WR�YKVJ�VJG�OCTMGV�

/T��0QGN�,��#DMGOGKGT���0QY�KVçU�VKOG�VQ�JGCT�CDQWV�VJG�PGY�MKF�QP�VJG�DNQEM��
(KTUV��[QW�JGCTF�HTQO�2CWN�YJQ�VCNMGF�CDQWV�HKZGF�CPPWKVKGU��YJKEJ�JCXG�DGGP
CTQWPF�HQT�����[GCTU�OQTG�QT�NGUU���,QJP�VCNMGF�CDQWV�XCTKCDNG�CPPWKVKGU��YJKEJ�JCXG
DGGP�CTQWPF����[GCTU���#U�C�TGUWNV��VJGTG�KU�C�NQV�QH�JKUVQT[�VQ�VCNM�CDQWV���'SWKV[�
KPFGZGF�CPPWKVKGU�JCXG�DGGP�CTQWPF�HQT�VYQ�CPF�C�JCNH�[GCTU��YJKEJ�KU�TGCNN[�PQV
OWEJ�QH�C�JKUVQT[���/[�EQOOGPVU�OCKPN[�CTG�IQKPI�VQ�HQEWU�QP�VJG�HWVWTG�DGECWUG
YG�TGCNN[�FQPçV�JCXG�C�NQV�QH�JKUVQT[�VQ�OGCUWTG�CICKPUV�

2CWN�KPFKECVGF�VJCV�VJGTG�CTG�EGTVCKP�TKUMU�KP�VJG�OCTMGVRNCEG�YKVJ�HKZGF�CPPWKVKGU��
/CTMGV�EQPFWEV�TKUM�CRRNKGU�VQ�GSWKV[�KPFGZGF�CPPWKVKGU���#P�GSWKV[�KPFGZGF�CPPWKV[
KU�C�HKZGF�CPPWKV[�VJCV�UKORN[�JCU�C�FKHHGTGPV�YC[�QH�ETGFKVKPI�KPVGTGUV���6JGTGHQTG�
YJCV�CRRNKGU�VQ�HKZGF�CPPWKVKGU�ECTTKGU�QXGT�SWKVG�UVTQPIN[�VQ�GSWKV[�KPFGZGF
CPPWKVKGU���#ICKP��VJG�OCTMGV�EQPFWEV�TKUMU�CTG�VJGTG���2GTJCRU�YG�JCXG�CP
CFFKVKQPCN�QPG��YJKEJ�KU�VJG�RQVGPVKCN�QH�OKUWPFGTUVCPFKPI�YKVJ�VJG�OWNVKRNKEKV[�QH
RTQFWEVU�KP�VJG�OCTMGV�CPF�VJGTG�EQWNF�DG�CP�CFFKVKQPCN�TKUM�HQT�EQORCPKGU�KP�VJCV
TGURGEV���*G�CNUQ�OGPVKQPGF�UQOGVJKPI�VJCV�TGCNN[�UJQWNF�DG�FGCNV�YKVJ��YJKEJ�KU�VJG
VTWUV�OG�PCVWTG�QH�HKZGF�CPPWKVKGU���#ICKP�VJCV�ECTTKGU�QXGT�KPVQ�GSWKV[�KPFGZGF
CPPWKVKGU��UQ�KH�[QWçTG�IQKPI�VQ�EJCPIG�VJG�VTWUV�OG�PCVWTG�D[�RWVVKPI�C�NKVVNG�OQTG
IWCTCPVGGU�KPVQ�KV��VJGTG�YKNN�RTQDCDN[�DG�C�PGGF�KP�VJG�GSWKV[�KPFGZGF�CTGC�

*CXKPI�HNGZKDNG�RTGOKWO�RTQFWEVU�VQ�VKG�RGQRNG�VQ�[QWT�RTQFWEV�OQTG�UQ�VJCP�UKPING
RTGOKWO�RTQFWEVU�YQWNF�CNUQ�DG�CFXCPVCIGQWU��(KPCNN[��VJG�DCUKE�KFGC�QH
UKORNKH[KPI�VJG�RTQFWEV�YQWNF�CRRN[�VQ�GSWKV[�KPFGZGF�CPPWKVKGU���6JGTG�CTG�C�NQV�QH
VJKPIU�CDQWV�HKZGF�CPPWKVKGU�VJCV�CRRN[�VQ�GSWKV[�KPFGZGF�CPPWKVKGU���+�YCPV�VQ�VCNM
CDQWV�VJG�URGEKHKE�FKHHGTGPEGU�DGVYGGP�VJG�VTCFKVKQPCN�HKZGF�CPPWKV[�CPF�VJG�GSWKV[�
KPFGZGF�XGTUKQP�QH�KV���6JG�ECRKVCN�TGSWKTGOGPVU�CTG�GUUGPVKCNN[�VJG�UCOG���6JG�%ä�
TKUM�KU�HQT�CP�GSWKV[�KPFGZGF�CPPWKV[���;QWçTG�NQQMKPI�CV�DQPFU�RNWU�ECNN�QRVKQPU�VJCV
JCXG�%ä��TGSWKTGOGPVU��YJKEJ�CTG�GUUGPVKCNN[�VJG�UCOG�CU�C�DQPF��UQ�[QW�EQOG�WR
YKVJ�VJG�UCOG�%ä��TKUM���(QT�%ä��[QWçTG�TGEQIPK\KPI�VJG�UCOG�MKPF�QH�UWTTGPFGT
EJCTIGU��UQ�[QWçTG�RNC[KPI�VJG�UCOG�TQNGU�VJGTG�

+H�[QW�NQQM�CV�RTQHKVCDKNKV[��EQORCPKGU�UVCTV�QHH�NQQMKPI�CV�RTQHKVCDKNKV[�KP�HKZGF
CPPWKVKGU�CPF�UGGM�VQ�IGV�VJG�UCOG�VJKPI�QP�CP�GSWKV[�KPFGZGF�CPPWKV[���6JG�TGUWNV�KU
VJCV�EQORCPKGU�VGPF�VQ�DG�UJQQVKPI�HQT�C�����KPVGTPCN�TCVG�QH�TGVWTP�
+44����6JG[
UVCTV�QHH�UJQQVKPI�HQT�����CPF�UGVVNKPI�HQT������YJKEJ�KU�C�TGCUQPCDNG�TCVG�KP�VQFC[çU
OCTMGV���6JCVçU����ä����DCUKU�RQKPVU�CDQXG�C�VGP�[GCT�6TGCUWT[��YJKEJ�KU�C�IQQF
TWNG�QH�VJWOD���9G�HGGN�EQORCPKGU�CTG�VT[KPI�VQ�UVKEM�VQ�VJCV�
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#U�[QW�NQQM�CV�VJG�RTQHKVCDKNKV[�VJCV�GOGTIGU��[QW�HKPF�VJCV�KV�KU�FKUVTKDWVGF�C�DKV
FKHHGTGPVN[�QP�CP�GSWKV[�KPFGZGF�RTQFWEV���6JG�GZVTGOGU�QH�RTQHKVCDKNKV[�UJQY�QP�CP
GSWKV[�KPFGZGF�CPPWKV[���;QWT�IQQF�[GCTU�CTG�DGVVGT�VJCP�[QWT�IQQF�[GCTU�QP�C�HKZGF
CPPWKV[��[QWT�DCF�[GCTU�CTG�YQTUG�VJCP�VJG�DCF�[GCTU���7PFGT�C�IKXGP�UEGPCTKQ��[QW
FQPçV�GZCEVN[�\KI�KP�VJG�UCOG�FKTGEVKQP�CU�CP�52&#�KU�\CIIKPI���%JCTV���UJQYU�VJG
RTQHKVCDKNKV[�QH�CP�GSWKV[�KPFGZGF�CPPWKV[�WPFGT�����UEGPCTKQU���6JG�DGUV�UEGPCTKQ�KU
CDQWV�C����RTGUGPV�XCNWG�QH�RTQHKV�VQ�RTGOKWO��CPF�VJG�YQTUV�UEGPCTKQ�KU�CDQWV�C
���NQUU���+P�EQPVTCUV�VQ�VJCV��HQT�GCEJ�QH�VJG�����UEGPCTKQU��VJG�52&#�NKPG�TGRTGUGPVU
YJGTG�C�HKZGF�CPPWKV[�YQWNF�HCNN�WPFGT�VJCV�XGT[�UCOG�UEGPCTKQ��CPF�[QW�UGG�VJGTG
KUPçV�OWEJ�QH�C�EQTTGNCVKQP���6JGTG�CTG�RQUUKDN[�VJTGG�DCF�UEGPCTKQU�QP�VJG�52&#�
DWV�CICKP�VJG[çTG�PQV�QEEWTTKPI�KP�VJG�UCOG�RTKEG��YJGTG�KV�KU�QP�VJG�GSWKV[�KPFGZGF
CPPWKV[�

CHART 4
PROFITABILITY OF EQUITY-INDEXED ANNUITIES

+P�%JCTV����YG�UGG�VJG�RQKPV�VQ�RQKPV�'+#�NKPG�KU�VJG�UCOG�CU�DGHQTG��DWV�YGçTG
QTFGTKPI�VJG�52&#��UQ�KV�UJQYU�KVU�DGUV�ECUG�VQ�KVU�YQTUV�ECUG���6JG�UNQRG�HTQO�IQQF
VQ�DCF�KU�SWKVG�HNCV�QP�CP�52&#���6JGTG�CTG�C�HGY�DCF�QPGU�CV�VJG�VCKN�GPF��DWV�KV�KU
UVKNN�HCKTN[�HNCV��YJKEJ�EQPVTCUVU�YKVJ�CP�GSWKV[�KPFGZGF�CPPWKV[���;QW�UJQWNF�DG�TGCF[
HQT�OQTG�XCTKCDKNKV[�KP�[QWT�GSWKV[�KPFGZGF�CPPWKV[�RTQHKVCDKNKV[��DWV�QP�CXGTCIG��[QW
UJQWNF�DG�CDNG�VQ�CEJKGXG�PGCTN[�VJG�UCOG�TGUWNV�

9J[�FQGU�KV�FKHHGT�DGVYGGP�VJG�VYQ�RTQFWEVU!��6JG�52&#�NCRUGU�CTG�FTKXGP�D[
KPVGTGUV�TCVGU�YJGTGCU�[QW�JCXG�CP�CFFKVKQPCN�XCTKCDNG�EQOKPI�KPVQ�VJG�RKEVWTG�HQT
GSWKV[�KPFGZGF�CPPWKVKGU��YJKEJ�KU�VJG�EJCPIG�KP�KPFGZ�QXGT�VJG�[GCTU���;QW�JCXG�C
FQWDNG�UGV�QH�XCTKCDNGU���5GEQPF��YJGP�NCRUGU�FQ�VCMG�RNCEG��VJG�FKUKPVGTOGFKCVKQP
VJCV�CHHGEVU�[QW�KU�C�HWPEVKQP�QH�VYQ�XCTKCDNGU���1P�52&#U��CP�KPVGTGUV�TCVG�URKMG
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OKIJV�DG�FGRTGUUKPI�DQPF�XCNWGU���+P�CP�GSWKV[�KPFGZGF�CPPWKV[��[QW�YKNN�CNUQ�JCXG
[QWT�JGFIG��YJKEJ�KU�FTKXGP�D[�VJG�NGXGN�QH�VJG�KPFGZ��VJG�KPVGTGUV�TCVGU��CPF�VJG
XQNCVKNKV[���6JGUG�CFFKVKQPCN�XCTKCDNGU�IKXG�[QW�VJG�FKHHGTGPV�TGUWNVU�

CHART 5
PROFITABILITY OF EQUITY-INDEXED ANNUITIES 
POINT-TO-POINT EIA PROFIT VS. SPDA PROFIT

6JG�FTKXGTU�QH�NCRUG�UGPUKVKXKVKGU�HCNN�WPFGT�VJG�ECVGIQTKGU�QH�GZVGTPCN��KPVGTPCN��CPF
TGUKUVCPEG���6JG�GZVGTPCN�FTKXGTU�CTG�VJQUG�VJCV�CTG�OGTGN[�FTCYKPI�UQOGDQF[�VQ
CPQVJGT�EQPVTCEV���+P�VJG�HKTUV�GZVGTPCN�UKVWCVKQP��[QWT�OCTMGV�KPVGTGUV�GZEGGFU
GZRGEVCVKQPU�HQT�VJG�GSWKV[�KPFGZ���+H�[QW�JCXG�C�����KPVGTGUV�TCVG�KP�CP�52&#��VJCV
EQWNF�DG�FTCYKPI�RGQRNG�CYC[�HTQO�[QWT�GSWKV[�KPFGZGF�CPPWKVKGU��YJQ�YQWNF
TCVJGT�VCMG�VJG�FGHKPKVGN[�EGTVCKP�TGVWTP�QH�CP�52&#�CICKPUV�VJG�WPEGTVCKPV[�QH�CP
GSWKV[�KPFGZGF�CPPWKV[���#PQVJGT�GZVGTPCN�OCIPGV�KU�KH�RCTVKEKRCVKQP�TCVGU�CTG�JKIJGT
QP�EWTTGPVN[�UQNF�KPFGZGF�CPPWKVKGU���2GTJCRU�KPVGTGUV�TCVGU�JCXG�TKUGP���6JKU�OCMGU�KV
RQUUKDNG�VQ�JCXG�JKIJGT�RCTVKEKRCVKQP�TCVGU���2GTJCRU�VJGTGçU�C�OQTG�HCXQTCDNG�UNQRG
VQ�VJG�[KGNF�EWTXG��CPF�[QWT�ENKGPVU�OC[�YKUJ�VQ�DCKN�QWV�QH�VJG�GZKUVKPI�RTQFWEV�CTGC
CPF�LWOR�VQ�CPQVJGT�QPG�VJCV�KU�OQTG�HCXQTCDNG�WPFGT�VQFC[çU�EKTEWOUVCPEGU�

6JG�KPVGTPCN�ECWUGU�HQT�NCRUCVKQP�CTG�WPKSWG�VQ�GSWKV[�KPFGZGF�RTQFWEVU���+P�VJG�HKTUV
ECWUG��VJG�KPFGZ�KU�DGNQY�VJG�UVCTVKPI�RQKPV�QP�C�RQKPV�VQ�RQKPV�RTQFWEV���+H�[QW
DQWIJV�CV�C�����5�2�NGXGN��CPF�KV�JCU�HCNNGP�VQ�����DGECWUG�QH�VJG�OCTMGV�EQTTGEVKQP�
[QW�JCXG�VQ�OCMG�WR�����RQKPVU�QH�5�2�DGHQTG�CP[�DGPGHKV�UVCTVU�CEETWKPI�VQ�[QW��
#U�C�TGUWNV��[QW�OKIJV�YCPV�VQ�IGV�QWV�QH�VJCV�RTQFWEV�CPF�DW[�C�PGY�QPG��YJKEJ�KU
IQKPI�VQ�NQEM�[QW�KP�CV�C�����UVCTVKPI�RQKPV��UQ�[QW�ECP�UVCTV�IGVVKPI�DGPGHKVU�TKIJV�QHH
VJG�DCV���5KOKNCTN[��KH�[QW�JCXG�C�JKIJ�YCVGT�OCTM�RTQFWEV�YJGTG�[QW�JCXG�NQEMGF�KP
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UQOG�MKPF�QH�KPFGZ�NGXGN�QP�QPG�QH�VJG�OQTG�TGEGPV�CPPKXGTUCTKGU��KH�[QW�HCNN�DGNQY
VJCV��CICKP�[QW�JCXG�VQ�YQTM�[QWT�YC[�DCEM�WR�VQ�VJG�JKIJ�YCVGT�NGXGN�DGHQTG�[QW
UVCTV�CFFKPI�VQ�VJG�DGPGHKV�VJCV�[QWçXG�CNTGCF[�NQEMGF�KP���#U�C�TGUWNV�[QW�OC[�YKUJ
VQ�IGV�QWV�QH�VJG�RTQFWEV�KH�VJGTG�KUPçV�UQOGVJKPI�GNUG�VQ�JQNF�[QW�KP�RNCEG���4GUKUVKPI
VJGUG�FTCYU�VQ�IQ�QWV�CTG�[QWT�XCTKQWU�UWTTGPFGT�EQUVU��YJKEJ�[QW�ECP�DWKNF�KPVQ
[QWT�RTQFWEV���6JG�V[RKECN�UWTTGPFGT�EJCTIGU�OKIJV�DG�CPCNQIQWU�VQ�VJQUG�KP�[QWT
HKZGF�CPPWKV[åC�FGETGCUKPI�UWTTGPFGT�EJCTIG�QXGT�VJG�RGTKQF�QH�VJG�KPFGZ�VGTO�QT�C
NGXGN�UWTTGPFGT�EJCTIG�VJTQWIJQWV�VJG�VGTO���6JQUG�CTG�TGNCVKXGN[�YGCM�TGUKUVCPEG
HCEVQTU���6JGTG�CTG�UVTQPIGT�QPGU�VJCV�VGPF�VQ�DG�RWV�KPVQ�C�PWODGT�QH�RTQFWEVU�

+H�[QW�JCXG�C�RQKPV�VQ�RQKPV�RTQFWEV��KV�KU�SWKVG�EQOOQP�HQT�VJG�UWTTGPFGT�XCNWGU�VQ
GSWCN�OKPKOWO�ECUJ�XCNWGU�WPFGT�VJG�UVCPFCTF�PQPHQTHGKVWTG�NCY���+H�KVçU�UKPING
RTGOKWO������QH�RTGOKWO�ITQYKPI�CV����OKIJV�DG�VJG�ECUJ�QWV�XCNWG���+H�[QW
EQORCTG�VJCV�YKVJ�VJG�KPJGTGPV�XCNWG�CHVGT�VJG�OCTMGV�JCU�TKUGP�C�ITGCV�FGCN��[QW
OC[�HKPF�VJCV�VJKU�KU�C�XGT[�NCTIG�CPF�RGTJCRU�KPETGCUKPI�FG�HCEVQ�UWTTGPFGT�EJCTIG�
CPF�VJCV�EQWNF�DG�C�UVTQPI�XGJKENG�HQT�TGUKUVKPI�VJG�NCRUG�VGPFGPE[�

5QOG�RTQFWEVU�JCXG�OCTMGV�XCNWG�CFLWUVOGPVU�VJCV�YKNN�CFLWUV�ECUJ�XCNWG�HQT�URKMGU
KP�KPVGTGUV�TCVGU���+V�FQGU�PQV�RTQVGEV�[QW�KP�VJG�GXGPV�QH�KPFGZ�OQXGOGPV�KP�CP[
FKTGEVKQP�

(KPCNN[��VJG�RTQVGEVKXG�HCEVQT�ECP�DG�ITCFWCN�XGUVKPI�QH�VJG�KPVGTGUV�KP�VJG�EQPVTCEV�
YJKEJ�OCMGU�QPN[�C�RQTVKQP�QH�VJG�KPVGTGUV�CXCKNCDNG�VQ�VJG�EWUVQOGT�[GCT�D[�[GCT�
VJGTGD[�FGETGCUKPI�VJG�CVVTCEVKXGPGUU�QH�UWTTGPFGT���*QY�OWEJ�OQPG[�FQGU�KV�EQUV
VJG�EQORCP[�KH�[QW�NGCXG!��+H�VJG�KPFGZ�IQGU�FQYP�QT�KPVGTGUV�IQGU�FQYP�QT�KH
XQNCVKNKV[�IQGU�FQYP��VJG�XCNWG�QH�[QWT�JGFIG�JCU�FGETGCUGF��UQ�VJKU�EQWNF�DG�C
PGICVKXG�HCEVQT�QP�VJG�KPUWTGT�KP�EQPLWPEVKQP�YKVJ�YJCVGXGT�OKIJV�DG�VJG�PGICVKXG
HCEVQT�QP�VJG�DQPFU�WPFGTN[KPI�VJG�RTQFWEV�

6JG�KPVGTGUVKPI�RCTV�VQ�PQVG�KU�VJG�GHHGEV�QH�KPVGTGUV�TCVGU�QP�C�ECNN�QRVKQP�KU�QRRQUKVG
VJG�GHHGEV�QP�[QWT�WPFGTN[KPI�DQPF��KH�KPVGTGUV�TCVGU�URKMG��[QWT�DQPFU�IQ�FQYP��DWV
[QWT�ECNN�QRVKQP�IQGU�WR���6JGTG�KU�C�NKVVNG�DKV�QH�C�OKVKICVKPI�HCEVQT�VJGTG���*QYGXGT�
[QW�OWUV�TGECNN�VJCV�VJGTG�CTG�QVJGT�HCEVQTU�EQOKPI�KPVQ�RNC[�YKVJ�[QWT�JGFIG�
PCOGN[�VJG�XQNCVKNKV[�CPF�VJG�NGXGN�QH�VJG�KPFGZ�

%JCTV���KU�C�RTQHKNG�QH�JQY�VJG�QRVKQP�EQUV�XCTKGU�YKVJ�EJCPIGU�KP�XQNCVKNKV[�CPF
KPVGTGUV���6JG�DCUG�ECUG�NKPG�UJQYU��QP�C�UGXGP�[GCT�ECNN�QRVKQP��VJCV�KV�OKIJV�DG�VJCV
CDQWV�����QH�[QWT�PQVKQPCN�COQWPV�KU�[QWT�QRVKQP�EQUV���+H�[QWT�XQNCVKNKV[�KU�WR����
[QWT�QRVKQP�EQUV�OC[�DG�WR�CDQWV���åCDQWV����QH�VJG�DCUG�ECUG�EQUV���+P�EQPVTCUV�
KH�KPVGTGUV�KU�WR�����VJG�QRVKQP�EQUV�KU�KP�VJG�PGKIJDQTJQQF�QH�������5Q�[QW�IQ�HTQO
CDQWV�����VQ������CPF�VJCVçU�CDQWV�C�����KPETGCUG�KP�[QWT�QRVKQP�EQUV���6JGUG�CTG
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KORQTVCPV�YJGP�[QWçTG�NQQMKPI�CV�VJG�EQUV�QH�FKUKPVGTOGFKCVKQP�QT�CEVWCNN[�YJGP
[QWçTG�DW[KPI�[QWT�QTKIKPCN�QRVKQP�

9JGP�YG�NQQM�CV�VJG�EQODKPCVKQP�QH�NCRUCVKQP�CPF�FKUKPVGTOGFKCVKQP�KORCEV��KV�KU
OQUV�UKIPKHKECPV�QP�[QWT�RQKPV�VQ�RQKPV�RTQFWEVU�HQT�VYQ�TGCUQPU���(KTUV��RQKPV�VQ�
RQKPV�RTQFWEVU�JCXG�VJG�ITGCVGUV�UGPUKVKXKV[�VQ�NCRUGU���#U�+�OGPVKQPGF�DGHQTG��KH�VJG
KPFGZ�JCU�HCNNGP�DGNQY�[QWT�UVCTVKPI�RQKPV��[QW�JCXG�ITQWPF�VQ�OCMG�WR���6JCVçU�C
HCEVQT�VJCV�KU�URGEKCN�VQ�RQKPV�VQ�RQKPV�CPF�JKIJ�YCVGT��DWV�KVçU�UVTQPIGUV�KP�VJG�RQKPV�
VQ�RQKPV�RTQFWEV���5GEQPF��CV�VJG�VKOG�VJCV�VJG�UWTTGPFGTU�VCMG�RNCEG��[QW�OWUV
NKSWKFCVG�[QWT�QRVKQP���6JG�RQKPV�VQ�RQKPV�QRVKQP�KU�RWTEJCUGF�HQT�C�UGXGP�[GCT
DGPGHKV�KP�VJG�ECUG�QH�VJG�UGXGP�[GCT�FGUKIP��CPF�KV�KU�OQUV�KORCEVGF�D[�VJG�EJCPIG
KP�KPVGTGUV�CPF�XQNCVKNKV[���6JKU�EQPVTCUVU�YKVJ�C�TCVEJGVGF�RTQFWEV�YJGTG��KH�VJG�KPFGZ
IQGU�FQYP�KP�C�IKXGP�[GCT��KV�FQGUPçV�JWTV�[QW�QXGT�VJG�NQPI�TWP���+V�OGCPU�[QWçNN�IGV
PQ�DGPGHKV�VJCV�[GCT��DWV�VJG�PGZV�[GCT�[QW�IGV�C�HTGUJ�UVCTV���6JG�UWP�CNYC[U�UJKPGU
VQOQTTQY��UQ�[QW�FQ�PQV�JCXG�C�YJQNG�NQV�QH�NCRUG�UGPUKVKXKV[���;QW�JCXG�XKTVWCNN[
PQPG���6JG�QRVKQP�WPFGTN[KPI�C�TCVEJGV�DGPGHKV�KU�C�EJCKP�QH�QPG�[GCT�QRVKQPU���+H
KPVGTGUV�IQGU�WR��KV�KU�TGCNN[�CHHGEVKPI�VJCV�[GCTçU�UGIOGPV�QH�[QWT�QRVKQP��PQV�VJG
TGOCKPFGT���5Q�[QW�FQPçV�IGV�JWTV�CU�OWEJ�D[�VJG�FKUKPVGTOGFKCVKQP�CURGEV�QH�VJG
RTQFWEV�

CHART 6
PROFITABILITY OF EQUITY-INDEXED ANNUITIES—POINT-TO-POINT OPTION COSTS

#UKFG�HTQO�VJG�FKUKPVGTOGFKCVKQP��VJGTG�CTG�QVJGT�YC[U�YJGTG�[QWT�RTQHKV�ECP�DG
KORCEVGF���(KTUV��VJGTG�KU�VJG�TCVG�TGFWEVKQP�KPGTVKC���6JKU�KU�C�RJGPQOGPQP�VJCV�GZKUVU



#TG�+PFKXKFWCN�#PPWKVKGU�2TQHKVCDNG! ��

KP�HKZGF�CPPWKVKGU�CNQPG���4CVGU�IQ�WR�C�NQV�OQTG�SWKEMN[�VJCP�VJG[�IQ�FQYP���6JG
TGURQPUKXGPGUU�QH�EQORCPKGU�KU�PQV�RCTVKEWNCTN[�U[OOGVTKE��CPF�KV�KU�VTWG�QP�GSWKV[�
KPFGZGF�CPPWKVKGU�VQQ���+VçU�RCTVKEWNCTN[�VTWG�PQY�CU�KVçU�C�PGY�RTQFWEV�KP�VJG�OCTMGV�
CPF�EQORCPKGU�YCPV�VQ�GUVCDNKUJ�VJG�OCTMGV�UJCTG���6JG[çTG�TGNWEVCPV�VQ�HCNN�DGJKPF
VJGKT�EQORGVKVQTU���#U�C�TGUWNV��VJGTG�JCU�DGGP�C�UNQYPGUU�KP�TGURQPFKPI���#U�[QW
NQQM�CV�VJG�NCUV�[GCT�CPF�C�JCNH�QT�CNOQUV�VYQ�[GCTU��VJG�XQNCVKNKV[�QH�ECNN�QRVKQPU�YCU
CU�NQY�CU�CDQWV�����KP�NCVG�������YJKEJ�GXGT[DQF[�VJQWIJV�YCU�RCTVKEWNCTN[�NQY��
+P�VJG�OKFFNG�QH�������KV�YCU�KP�VJG�PGKIJDQTJQQF�QH������YJKEJ�GXGT[DQF[
VJQWIJV�YCU�PQTOCN���2GQRNG�YQPFGTGF�YJGTG�XQNCVKNKV[�YQWNF�IQ���+H�KV�YGPV�WR�C
NQV��KV�OKIJV�JKV�������+P�TGCNKV[��KP�VJG�NCVVGT�RCTV�QH�������KV�IQV�KPVQ�VJG���ä���
PGKIJDQTJQQF��CPF�KP�,WN[�������KV�IQV�KPVQ�VJG���ä����PGKIJDQTJQQF��UQ�YG�HQWPF
KV�OQXKPI�C�NQV�OQTG�VJCP�CP[DQF[�GZRGEVGF�KV�VQ�OQXG���+�VJKPM�EQORCPKGU�CTG
RGTJCRU�JQRKPI�VJCV�KV�EQOGU�DCEM�DGHQTG�VJG[�JCXG�VQ�NQYGT�VJGKT�TCVGU�VQQ�OWEJ�

#PQVJGT�RCTV�QH�VJG�TCVG�TGFWEVKQP�KPGTVKC�KU�VJG�KPENKPCVKQP�QH�EQORCPKGU�VQ�ECUV�VJGKT
RCTVKEKRCVKQP�TCVGU�KP�VGTOU�QH����OWNVKRNGU��UQ�VJG[�CNYC[U�YCPV�VQ�YCKV�WPVKN�KVçU
LWUVKHKCDNG�VQ�IQ�FQYP�VJG�HWNN������6JKU�EQWNF�DG�RCKPHWN�QXGT�VJG�NQPI�TWP���*GFIG
OCPCIGOGPV�ECP�DG�XGT[�ETKVKECN�VQ�VJG�EQORCP[���6JG�RTGUGPV�XCNWG�QH�RTQHKVCDKNKV[
QP�QPG�QH�VJGUG�RTQFWEVU�KU�RGTJCRU�DGVYGGP����CPF����QH�RTGOKWO���+H�[QW
OCPCIG�QT�JGFIG�RQQTN[��[QW�ECP�DNQY�VJCV�YJQNG�RTQHKV�KP�[QWT�JGFIG
OCPCIGOGPV�

6JGTG�KU�TKUM�KH�[QW�FQPçV�DW[�[QWT�JGFIGU�QP�C�VKOGN[�DCUKU���9GçXG�UGGP�VJG�OCTMGV
OQXG�XGT[�TCRKFN[�KP�TGEGPV�FC[U���6YQ�RGTEGPV�QT����OQXGU�QP�C�IKXGP�FC[�CTG�PQ
DKI�UWTRTKUG�CP[OQTG��CPF�KH�[QW�JCXG�HCKNGF�VQ�DW[�[QWT�JGFIG�DGHQTG�VJG�OCTMGV
LWORU�WR�����[QW�OC[�JCXG�LWUV�DNQYP�CNN�[QWT�RTQHKV�VJCV�FC[���+V�KU�KORQTVCPV�VJCV
[QW�JCXG�C�UVTCVGI[�VJCV�IGVU�[QWT�JGFIGU�KP�RNCEG�QP�C�VKOGN[�DCUKU��UQ�[QWçTG�PQV
NGHV�DGJKPF�

+P�VJG�JGFIKPI��EQORCPKGU�CTG�V[RKECNN[�DW[KPI�UQOG�FGITGG�QH�NCFFGTGF�JGFIGU��
;QWçNN�DW[�JGFIGU�HQT�VJG�GPVKTG�VGTO�
HKXG��UKZ��QT�UGXGP�[GCTU��HQT�VJCV�UJCTG�QH
RGQRNG�YJQ�[QW�GZRGEV�VQ�DG�CTQWPF�CV�VJG�GPF�QH�VJG�VGTO���6JGP��RGTJCRU�[QW�ECP
DW[�UQOG�NGUUGT�COQWPVU�QH�JGFIGU�VQ�EQXGT�VJG�FGCVJ�DGPGHKVU�CPF�KPFGZ�UGPUKVKXG
NCRUGU�VJCV�QEEWT�DGHQTG�VJCV���+H�[QW�JCXG�CUUWOGF�NCRUGU�UWEJ�VJCV�[QW�GZRGEV�QPN[
����QH�VJG�EWUVQOGTU�YKNN�DG�CTQWPF�CV�VJG�GPF�QH�VJG�UGXGP�[GCT�RGTKQF��[QW�YCPV
VQ�UVC[�QP�VQR�QH�KV�KP�VJG�GXGPV�VJCV�NCRUGU�FQ�PQV�QEEWT���+H�HGYGT�RGQRNG�CTG�NCRUKPI��
[QW�OKIJV�JCXG���ä����QH�VJG�EWUVQOGTU�KPUVGCF�QH�������;QW�DGVVGT�JCXG
RWTEJCUGF�CFFKVKQPCN�JGFIGU�KP�VJG�OGCPVKOG�VQ�IGV�[QW�DCEM�KP�RNCEG�HQT�VJG
HWVWTG��CNVJQWIJ�[QW�OKIJV�JCXG�NQUV�C�NKVVNG�DKV�KP�VJG�RCUV�QP�[QWT�JGFIGU�

5GEQPF��[QW�OKIJV�JCXG�UKVWCVKQPU�YJGTG�[QW�JCXG�VQ�WPNQCF�UQOG�QH�[QWT�JGFIGU��
+H�[QW�JCXG�JCF�C�JKIJ�FGITGG�QH�NCRUGU��VJG�JGFIGU�[QW�JCXG�CTG�PQY�TGFWPFCPV��UQ
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[QW�UJQWNF�IGV�TKF�QH�VJGO�KP�QPG�YC[�QT�CPQVJGT���'KVJGT�UGNN�VJGO�QT�CUUKIP�VJGO�VQ
UQOG�QVJGT�RCTV�QH�[QWT�DWUKPGUU���+H�[QW�HCKN�VQ�FQ�VJCV�CPF�VJG�OCTMGV�IQGU�FQYP�CNN
CV�QPEG��[QW�OKIJV�HKPF�VJCV��KPCFXGTVGPVN[��[QW�JCXG�DGGP�URGEWNCVKPI�YKVJ�VJGUG
GZVTC�JGFIGU�CPF�NQUV�QP�VJG�URGEWNCVKQP�CU�VJG�OCTMGV�VQQM�VJG�RTKEG�FQYP�

*GFIG�OCPCIGOGPV�ECP�DG�CP�QRRQTVWPKV[�HQT�GPJCPEKPI�[QWT�RTQHKV�KP�VJG�HWVWTG��
4KIJV�PQY�VJG�EQOOQP�OGVJQF�HQT�RWTEJCUKPI�JGFIGU�KU�DW[KPI�C�NCTIG�COQWPV�QH
JGFIGU�HQT�VJG�HWNN�VGTO�CPF�NGUUGT�COQWPVU�HQT�UQOG�KPVGTKO�KOOGFKCVG�RGTKQFU��
6JG�DGVVGT�[QW�ECP�HKPG�VWPG�VJCV��VJG�NGUU�PGGF�[QWçNN�JCXG�VQ�DW[�QT�UGNN�CFFKVKQPCN
JGFIGU�CU�[QWçTG�IQKPI�VJTQWIJ�VJG�[GCTU�

5QOGVJKPI�VJCV�+�UGG�GXQNXKPI��CU�RGQRNG�JCXG�VQ�CFLWUV�VJGKT�JGFIGU��[QWçNN�HKPF�VJCV
KVçU�PQV�VJCV�GCU[�VQ�UGNN�C�UOCNN�RQTVKQP�QH�C�JGFIG�VJCV�[QW�JCXG��CPF�KVçU�PQV�GCU[�VQ
DW[�C�UOCNN�CFFKVKQPCN�COQWPV���9JCV�+�HKTUV�UGG�JCRRGPKPI�KU�VJGUG�GZVTC�COQWPVU
CTG�RGTJCRU�DGKPI�VTCPUHGTTGF�VQ�C�PGY�DNQEM�QH�DWUKPGUU���*CXG�[QWT�KPXGUVOGPV
FGRCTVOGPV�HKIWTG�QWV�VJG�UGPUKVKXKVKGU�KP�VJG�GZVTC�JGFIGU�CPF�VTCPUNCVG�VJGO�KPVQ
JQY�VJG[�ECP�CRRN[�VQ�C�PGY�DNQEM�QH�DWUKPGUU�UQ�[QW�ECP�RWV�VJGO�DCEM�VQ�YQTM
TKIJV�CYC[���#U�[QW�FQ�VJKU�OQTG�QXGT�VKOG��+�VJKPM�[QW�YKNN�UGG�NGUU�CPF�NGUU�QH�VJG
EQTTGNCVKQP�DGVYGGP�C�RCTVKEWNCT�NCTIG�JGFIG�CPF�C�RCTVKEWNCT�DNQEM�QH�DWUKPGUU�
YJKEJ�KU�VJG�YC[�EQORCPKGU�JCXG�KV�PQY��CPF�OQTG�QH�C�UNQY�OKITCVKQP�VQ�CIITGICVG
JGFIKPI�YJGTG�[QW�YKNN�DG�NQQMKPI�CV�VJG�QXGTCNN�UGPUKVKXKVKGU�QH�[QWT�DWUKPGUU��VJG
UGPUKVKXKVKGU�VQ�KPVGTGUV��XQNCVKNKV[��CPF�UQ�HQTVJ���6JGP�CIITGICVG�JGFIKPI�OC[�GXQNXG�
YJKEJ�ECP�DG�OQTG�GHHKEKGPV�VJCP�YJCV�KU�DGKPI�FQPG�TKIJV�PQY�

#PQVJGT�FKOGPUKQP�KU�WUKPI�TGRNKECVKQPU���6JKU�JCU�DGGP�RTGUGPVGF�VQ�C�PWODGT�QH
EQORCPKGU���+VçU�PQV�YKFGN[�WUGF�[GV��DWV�KVçU�UQOGVJKPI�VJCV�OC[�RNC[�C�TQNG�KP�VJG
OCTMGV�KP�VJG�HWVWTG���6JKU�KU�C�ECUG�YJGTG�V[RKECN�JGFIGU�CTG�QXGT�VJG�EQWPVGT
JGFIGU�HQT�C�NGPIVJ[�RGTKQF�
HQT�VJG�HWNN�VGTO�QH�[QWT�KPFGZGF�CPPWKV[����+P�NKGW�QH
VJCV��TGRNKECVKQPU�EQWNF�DG�WUGF�YJGTGD[�[QW�RWTEJCUG�JGFIGU�QP�VJG�GZEJCPIG
TCVJGT�VJCP�IQ�VQ�VJG�EQWPVGT��[QWçNN�DG�DW[KPI�HQT��ä���OQPVJU�CV�C�VKOG�CPF�VJGUG
TGRNKECVKQPU�CTG�FGUKIPGF�VQ�JCXG�VJG�UCOG�XCNWG�OQXGOGPV�CU�KH�[QW�JCF�RWTEJCUGF
C�NQPI�VGTO�JGFIG���6JGTG�CTG�EQODKPCVKQPU�QH�HWVWTGU��RWVU��ECNNU��CPF�'WTQFQNNCT
UVTKRU���+V�KU�C�DGV�D[�VJG�KPUWTGT�VJCV�XQNCVKNKV[�YKNN�DG�OQTG�HCXQTCDNG�VJCP�VJCV�YJKEJ
KU�CUUWOGF�KP�VJG�QXGT�VJG�EQWPVGT�JGFIG���6JG�NQPI�VGTO�QXGT�VJG�EQWPVGT�JGFIG�KU
CUUWOKPI�C�XQNCVKNKV[�UWTHCEG�CPCNQIQWU�VQ�C�[KGNF�EWTXG��UQ�KVçU�OQXKPI�WRYCTF�C�DKV
CPF�[QW�CTG�RC[KPI�HQT�VJCV�KPETGCUG�KP�XQNCVKNKV[�QXGT�VJG�[GCTU���+H�[QWçTG�WUKPI�VJG
UJQTV�VGTO�TQNNKPI�TGRNKECVKQPU��VJG[�CTG�GUUGPVKCNN[�DGVVKPI�VJCV�VJG�XQNCVKNKV[�KUPçV
IQKPI�VQ�JCXG�CP�WRYCTF�VTGPF��DWV�YKNN�UVC[�KP�VJG�PGKIJDQTJQQF�YJGTG�KV�KU�QT
RGTJCRU�UQHVGP���+H�VJGUG�FGXGNQR�HCXQTCDN[��[QW�OKIJV�HKPF�VJCV�[QWT�RTQHKVCDKNKV[
OKIJV�DG���ä�����OQTG�VJCP�KV�QVJGTYKUG�YQWNF�DG���6JGUG�CTG�UQOGVJKPI�VQ�IKXG
EQPUKFGTCVKQP�VQ�KP�VJG�HWVWTG�
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(KPCNN[��EWTTGPV�RTQHKVCDKNKV[���9G�UGG�TGNCVKXGN[�CIITGUUKXG�RCTVKEKRCVKQP�TCVGU�VQ
GUVCDNKUJ�C�RQUKVKQP�KP�VJG�OCTMGV���+PGTVKC�QT�UNQYPGUU�VQ�TGFWEG�RCTVKEKRCVKQP
EQPVKPWGU���3WCPVKH[KPI�GZVGTPCN�CPF�KPVGTPCN�NCRUG�FTKXGTU�KU�C�NKVVNG�DKV�FKHHKEWNV��
;QW�ECP�OCMG�CPCNQIKGU�VQ�KPVGTGUV�UGPUKVKXG�NCRUGU�CPF�EQPXGTV�VJGO�KPVQ�KPFGZ
UGPUKVKXG��DWV�QPN[�VKOG�YKNN�VGNN�YJGVJGT�VJQUG�EQPXGTUKQPU�JCXG�DGGP�CEEWTCVG�

#U�+�UCKF�DGHQTG��VJG�DCUG�NKPG�KU�HKZGF�CPPWKV[�RTQHKV���9JGTG�KVU�RTQHKVU�IQ�KU�TQWIJN[
URGCMKPI�YJGTG�GSWKV[�KPFGZGF�CPPWKVKGU�YKNN�IQ��DWV�VJG�YKNF�ECTFU�CTG�KP�JQY
NCRUGU�QRGTCVG�CPF�YJCV�QRVKQP�EQUVU�FQ���#U�[QWçTG�RTKEKPI�C�PGY�RTQFWEV��KH�QRVKQP
EQUVU�UVC[�XGT[�GZRGPUKXG��YKNN�EQORCPKGU�DGEQOG�TGCNKUVKE�QT�YKNN�VJG[�VT[�VQ
USWGG\G�QWV�RCTVKEKRCVKQP�TCVGU�VJCV�CTG�VQQ�CVVTCEVKXG!��(KPCNN[��JQY�YKNN�JGFIKPI
RTCEVKEGU�GXQNXG!��6JCV�KU�VJG�CTGC�YJGTG�[QW�OKIJV�DG�CDNG�VQ�IGV�GZVTC�OKNGCIG�QWV
QH�[QWT�RTQFWEV�

/T��4KEJCTF�,��6WEMGT���+�YQPFGT�KH�[QW�JCXG�CP[�EQOOGPV�QP�VJG�VTGPF�QH�YJGTG
VJG�EQUV�VQ�ENKGPVU�QH�XCTKCDNG�CPPWKVKGU�KU�IQKPI���1P�VJG�QPG�JCPF��+�UGG�YJCV�+�ECNN
EQUV�ETGGR��YJKEJ�KU�IQKPI�HTQO�����DCUKU�RQKPVU�VQ�C�UVCPFCTF�QH�������+�UGG�OWVWCN
HWPF�EQORCPKGU�KPVTQFWEKPI���$��EJCTIGU�QP�VJG�HWPFU�YKVJKP�XCTKCDNG�CPPWKVKGU��
1P�VJG�QVJGT�JCPF��QPG�QH�VJG�NCTIGUV�XCTKCDNG�CPPWKV[�OCPWHCEVWTGTU�LWUV
CPPQWPEGF�C�RTQFWEV�YKVJ�C����DCUKU�RQKPV�/�'�VJCV�NGHV�OQUV�QH�VJG�QVJGT�EJCTIGU
DCUKECNN[�WPEJCPIGF���+�LWUV�YCPVGF�VQ�UGG�KH�[QW�QT�CP[DQF[�JCF�CP[
RTQIPQUVKECVKQPU�QP�VJCV�

/T��(GPVQP���+P�VGTOU�QH�XCTKCDNG�CPPWKV[�RTQFWEVU�CPF�VJG�VTGPF�QP�HGGU��VJG�PGY
VCZ�NCY�KU�IQKPI�VQ�JCXG�CP�KORCEV�QP�VJG�DWUKPGUU���+�VJKPM�UQOG�QH�[QW�OC[�JCXG
JGCTF�VJKU�DGHQTG��DWV�+�VJKPM�VJCV�VJGTG�KU�C�FKHHGTGPEG�KP�RTQFWEVU�VJCV�CTG�DQWIJV
XGTUWU�UQNF��CPF�+�VJKPM�VJG�XCUV�OCLQTKV[�QH�XCTKCDNG�CPPWKVKGU�CTG�UVKNN�UQNF�VQ�C�NCTIG
GZVGPV���+�VJKPM�VJCV�UQOG�QH�VJG�EQORCPKGU�VJCV�JCXG�DGGP�UGNNKPI�VJTQWIJ�VJG�FKTGEV
TGURQPUG�QT�PQ�NQCF�DCUKU��UWEJ�CU�(KFGNKV[��JCU�CNTGCF[�CPPQWPEGF�VJG�OQXG
FQYPYCTFU�KP�VGTOU�QH�VJGKT�/�'���6JG[�DCUKECNN[�JCF�VQ�FQ�VJCV�KP�QTFGT�VQ�OCMG
VJG�RTQFWEV�XKCDNG�VQ�VJGKT�EWUVQOGTU�YJGP�RWV�WR�CICKPUV�C�OWVWCN�HWPF���6JGTG�CTG
C�NQV�QH�EQPUKFGTCVKQPU�VJCV�IQ�KPVQ�EQORCTKPI�OWVWCN�HWPF�TGVWTPU�XGTUWU�XCTKCDNG
CPPWKVKGU�

+�VJKPM�HQT�VJG�QVJGT�RCTV�QH�VJG�OCTMGV��YJGTG�VJG�XCUV�OCLQTKV[�QH�RTQFWEVU�CTG�UQNF�
KVçU�IQKPI�VQ�DG�VQWIJ�HQT�VJG�EQORCPKGU�YJQ�WPKNCVGTCNN[�NGCF�VJG�VTGPF�FQYP�KP
VGTOU�QH�HGGU�QH�YJGVJGT�VJG�FKUVTKDWVQTU�YKNN�IQ�FQYP�VJGTG�YKVJ�VJGO���6JG�OCLQT
RNC[GTU�CTG�IQKPI�VQ�IKXG�VJG�FKUVTKDWVQTU�VJG�EJQKEG�QH�RTQFWEV��CPF�KVçU�IQKPI�VQ�DG�C
FKHHKEWNV�UVTWIING�KP�VGTOU�QH�JQY�[QW�FKHHGTGPVKCVG�VJG�NQYGT�HGG�RTQFWEV�HTQO�C�HWNN�
HGG�RTQFWEV���+�VJKPM�VJCV�VJG[�OKIJV�YQTM�CV�VJCV�CPF�RWV�KP�UQOG�VJKPIU�KP�VGTOU�QH
EQOOKUUKQPU�QP�C�FKHHGTGPV�DCUKU�HQT�FKHHGTGPV�RTQFWEV�HGCVWTGU���$WV�YG�YKNN�LWUV
JCXG�VQ�UVC[�VWPGF�VQ�UGG�YJGVJGT�VJG�FKUVTKDWVQTU�IQ�YKVJ�VJGO�FQYP�CPF�UVCTV
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UGNNKPI�VJG�DWUKPGUU���6JGTGçU�PQV�OWEJ�TQQO�KP�VJKU�RCTVKEWNCT�RTQFWEV��UQ�NQYGT
HGGU�CTG�IQKPI�VQ�JCXG�VQ�DG�FTKXGP�RTKOCTKN[�D[�NQYGT�EQORGPUCVKQP�

/T��.G(GXTG���6JG�CTGC�QH�XCTKCDNG�CPPWKVKGU��KP�IGPGTCN��KU�RTQDCDN[�QPG�QH�VJG�QPN[
CTGCU�QH�HKPCPEKCN�UGTXKEGU�YJGTG�VJGTG�JCU�DGGP�C�UVGCF[�KPETGCUG�KP�VJG�FKUVTKDWVKQP
EQUVU�CPF�KP�VJG�EQOOKUUKQPU�QXGT�VJG�NCUV�VGP�[GCTU���6JCV�OWUV�RNCVGCW�C�NKVVNG�DKV���+
VJKPM�[QW�JCXG�VQ�NQQM�XGT[�JCTF���+�UCY�C�TGEGPV�CTVKENG�QP�VJG�6GP�4GCUQPU�9J[
;QW�&QPçV�9CPV�VQ�1YP�C�8CTKCDNG�#PPWKV[���+�VJKPM�VJCV�VJKU�EQPVKPWCN�RTGUUWTG�QP
VJG�RTQFWEV�CPF�EQPVKPWCN�GFWECVKQP�QT�PQPGFWECVKQP�QH�VJG�EQPUWOGT�KU�IQKPI�VQ
FTKXG�CV�NGCUV�C�ENQUG�NQQM�CV�EQUV���+�VJKPM�YGçXG�RTQDCDN[�UGGP�C�RNCVGCW���+�FQPçV
VJKPM�VJG�����DCUKU�RQKPV�/�'�KU�LWUV�CTQWPF�VJG�EQTPGT���+�VJKPM�[QWçTG�IQKPI�VQ�UVCTV
UGGKPI�RTGUUWTG�VJG�QVJGT�YC[�

+�LWUV�YCPVGF�VQ�CUMGF�0QGN�CDQWV�VJG�EJCTVU�VJCV�YGTG�EQORCTKPI�52&#U�VQ�GSWKV[�
KPFGZGF�CPPWKVKGU���+çO�LWUV�EWTKQWU�KH�VJG�FTKXGT�QH�VJKU�KU�LWUV�UWTTGPFGTU��QT�KU�VJG
CUUWORVKQP�JGTG�VJCV�DQVJ�VJG�52&#�CPF�VJG�GSWKV[�KPFGZGF�CPPWKV[�CTG�RTQRGTN[
JGFIGF�UQ�VJG�XCTKCVKQP�YGçTG�UGGKPI�KU�LWUV�HTQO�FKHHGTGPV�UWTTGPFGT�GZRGTKGPEG���1T�
CTG�VJGTG�QVJGT�HCEVQTU!

/T��#DMGOGKGT���6JG�CUUWORVKQP�KU�VJCV�VJG�GSWKV[�KPFGZGF�CPPWKV[�KU�HWNN[�JGFIGF
CPF�KV�KU�VQVCNN[�UWTTGPFGT�FTKXGP�

/T��.G(GXTG���5Q�VJG�52&#�KU�CNUQ�OCVEJGF!

/T��#DMGOGKGT���+V�KU�OCVEJGF�

/T��.G(GXTG���+�YQWNF�UWDOKV�VJCV�VJKU�EJCTV�YQWNF�NQQM�FKHHGTGPV�KH�YG�NQQMGF�CV
CEVWCN�RTCEVKEGU��CPF�[QW�YQWNF�UGG�OCP[�OQTG�RQUUKDNG�XCTKCVKQPU�CPF�OCP[�OQTG
EQTTGNCVKQPU�QH�CP�WPOCVEJGF�52&#�YKVJ�CP�CNOQUV�JGFIGF�GSWKV[�KPFGZGF�CPPWKV[��
+V�KU�LWUV�CP�QDUGTXCVKQP���$GECWUG�KV�KU�XGT[�ENGCT��CV�NGCUV�CV�VJG�RTGUGPV�VKOG��VJCV
OQUV�52&#U�JCXGPçV�DGGP�HWNN[�OCVEJGF�

/T��&QNN���+H�VJKU�KU�2CWN�XGTUWU�0QGN��+�JCXG�CPQVJGT�SWGUVKQP���+�PQVKEG�CP
KPEQPUKUVGPE[�DGVYGGP�[QWT�VYQ�RTGUGPVCVKQPU���2CWN��[QW�JCF�C�EJCTV�VJCV�UJQYGF
JQY��CU�KPVGTGUV�TCVGU�IQ�FQYP��[QWT�41+�IQGU�FQYP�DGECWUG�[QWçTG�GCTPKPI�NGUU
KPVGTGUV�QP�[QWT�TGSWKTGF�ECRKVCN���0QGN�VJGP�KPFKECVGF�KV�YCU�CRRTQRTKCVG�VQ�JCXG
RTQHKV�QDLGEVKXGU�CU�C�URTGCF�QXGT�VJG�VGP�[GCT�6TGCUWT[��CPF�+�PQVKEGF�HTQO�2CWNçU
UNKFG�VJCV�[QW�YGTG�IGVVKPI�OQTG�QT�NGUU�C�EQPUVCPV�URTGCF�QXGT�6TGCUWTKGU�CU�KPVGTGUV
TCVGU�HGNN��#NVJQWIJ�[QWT�RTQHKV�YCU�IQKPI�FQYP�CU�KPVGTGUV�TCVGU�HGNN��OC[DG�0QGN
YQWNF�CTIWG�VJCVçU�CRRTQRTKCVG�

/T��.G(GXTG���;GU��+�CITGG�YKVJ�VJCV�
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/T��#DMGOGKGT���+�VJKPM�2CWN�FKF�UJQY�VJG�KPETGCUG�KP�URTGCF�

/T��&QNN���+V�YCU�KPETGCUKPI�UNKIJVN[��DWV�2CWNçU�EJCTV�CEVWCNN[�UJQYGF�C�UNKIJV
KPETGCUG�KP�URTGCF�CU�KPVGTGUV�TCVGU�HGNN�

/T��#DMGOGKGT���6JCV�KU�YJCV�[QW�PGGF�VQ�OCKPVCKP�VJG�JKIJGT�GPF�


