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……15 Years and still rolling……. 
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$664 million  

Total cost of the U.S.'s involvement in Libya as of mid-May, according to the 

Department of Defense.  

 

 

 

The annual "power lunch" with Warren Buffett – an 
auction to benefit the poor and homeless – went for a 

record $2.63 million this year. 
 

 

 

Doesn’t always have to be about annuities…does it?....BB 

 

 

Boy, 10, drags 6-foot alligator 
home from canal 

Associated Press 

Published: Thursday, May 26, 2011 at 10:51 a.m. 

 ROCKLEDGE - Florida wildlife officials say a 10-year-old boy dragged a nearly 6-
foot alligator home from a nearby canal near Cape Canaveral. 

Florida Fish and Wildlife Conservation Commission officers were called to the 
Rockledge home of Michael Dasher on Wednesday after the boy's grandfather saw the 
alligator in the front yard. 

Michael dragged the alligator home and suffered only minor scratches on his hands and 
arms. Wildlife officers measured the alligator at 5 feet 9 inches long. 

The officers let Michael off with a stern talk but no charges. They'll release the alligator 
back into the St. Johns River. 
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------------------------------------------- 
 

Editorial  
 

Compliance and Suitability 

 

We all want it the way it used to be….right?  Make an 

appointment, see a few people, move some money, sell an 

annuity.   

Actually, it still is that way except now we have to be more 

careful and make sure the annuity is “suitable” for the prospect. 

I have no issues with any new rules regarding suitability and 

more agent compliance.  As a matter of fact, I encourage it. 

All of our sales should be fact finder based, the annuity should be 

suitable for the prospect and their situation and the sale should 

be with in suggested guidelines but the insurance company and 

our individual state Department of Insurance. 

Most important is the common sense issue, just use common 

sense. 
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Follow these simple rules: 

 Make sure the prospect knows you are an insurance 

salesperson 

 Conduct a complete a fact finder. 

 Look for benefits an annuity can provide 

 Send the prospect a Letter of Understanding after the initial 

meeting. 

 Put your proposal in writing (close) 

 Disclose the company brochure and all support documents 

 Complete all the needed paperwork and get the signatures, 

if you miss a signature go back and get it….never sign for a 

client. 

 Send a letter of explanation after the sale so your prospect 

can fully understand the process. 

 Keep the prospect informed during the issuing process. 

 At delivery, leave all portions of the annuity contract 

including the insurance company’s welcoming letter with 

the prospect (now a client) 

Suitability is easy if you make it the central part of your selling 

approach.  

 

 

This was in Open MIC last week but it clearly needs to be looked 

at this week…compliance and suitability….. 
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This letter/form should be standard practices 
for us. 
 
Your letter would read something like: 
 
To ______________ (name of FIA carrier and agent): 
 
I, Mr. and Mrs. Jones, do hereby acknowledge and are fully aware that by 
purchasing the ______________ (name of the FIA annuity contract) we 
will be losing $700 in account value and $25,700 in death benefit at the 
time the ______________ (name of FIA annuity contract) is issues. It is 
our desire to forego these benefits in our _______________ (name of 
VA annuity contract) so that we will receive income rider benefits under our 
contract with __________________ (name of FIA annuity contract) as 
outlined in the __________________ (name of the FIA annuity 
contract brochure and disclosure). Our primary concern is preservation of 
principle, guaranteed growth for the purpose of a lifetime of income. It is 
our assessment that the death benefit of the ________________ (name 
of FIA contract), our life insurance, and our other assets is and will be 
adequate for us and our beneficiaries. 
 
We have read the brochure mentioned and fully understand its contents. 
Based on the contract benefits mentioned in the _________________ 
(name of FIA annuity contract brochure and disclosure) we have decided 
that it is in our best interest to purchase the __________________ 
(name of FIA annuity) with funds surrendered from 
_____________________ (name of VA annuity contract). 
 
Sincerely, 
 
Name of clients 
 
Signatures 
 
Date 
 
Thanks for the good biz! Always go above and beyond what is required to 
write good business. 
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Anthony R. Owen 
Vice President, Eagle Shadow Financial, LLC 
Co-Founder, Annuity Agents Alliance 
Marketing Advisor, Annuity.com 
Office: 303-284-3582 
 

Also…because of better suitability requirements 

demanded by state DOI and inserted by insurance 

companies….EIA complaints are down… 

 

Attached PDF form Jack Marion with Open MIC 

notes 

 

Our friends selling securities have it much 

tougher…..see below…..BB 

 

B-D compliance burden growing, Pershing 

says 
By Dan Jamieson 
June 12, 2011 6:01 am ET 

Pershing LLC, the industry's biggest player in clearing and the No. 4 firm in the RIA custody 

business, sees an opportunity in helping its clients deal with the regulatory tsunami.  

 “We're trying to reduce the fixed cost of running a broker-dealer or advisory firm,” 
which includes compliance costs, Pershing chief executive Brian Shea said last week.  

In an interview at the firm's annual meeting for correspondent and RIA clients in 
Hollywood, Fla., Mr. Shea said he believes that regulatory-reform proposals, including 
changes to 12(b)-1 fees and efforts by the Labor Department to redefine the fiduciary 
standard for retirement plan advisers, would make it more difficult for broker-dealers to 

http://www.eagleshadowfinancial.com/
http://www.annuityagentsalliance.com/
http://www.annuity.com/
http://www.investmentnews.com/apps/pbcs.dll/personalia?ID=DJAMIESON
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derive revenue from securities products such as mutual funds and would drive more 
assets onto advisory platforms.  

Changes are being considered without enough attention paid to the possible 
repercussions, Pershing chairman Richard Brueckner said in a speech at the event.  

Pershing's plans to help broker-dealers and advisory firms revolve around achieving 
ever-larger-scale economies.  

Last month, total assets held for its 1,500 broker-dealer, hedge fund and RIA clients 
globally topped $1 trillion, up from a post-crisis low of $770 billion in 2009 and 
surpassing the prior peak of $945 billion in 2007. Its 652 registered investment adviser 
customers account for $94 billion of that total.  

The company's acquisition of The PNC Financial Services Group Inc. last year doubled 
Pershing's assets under administration, which now total $230 billion. PNC added an 
institutional, fee-based operational platform to the firm's existing wrap-fee lineup from 
Lockwood Advisors Inc.  

Those two units now operate under the Pershing Managed Account Solutions unit.  

Also last year, Pershing bought Jefferies Group Inc.'s clearing business and this year 
finished converting 23 correspondent firms from the Jeffries acquisition.  

The PNC deal “makes us the largest third-party provider” of fee-based platforms, said 
Steve Dunlap, co-president of Pershing Managed Account Solutions. “And we would 
argue we're also the most comprehensive because we can run the back office for 
investment managers,” thanks to PNC's capabilities.  

The fee-based unit is adding 10,000 to 15,000 new accounts and $2 billion to $5 billion 
in net new assets each month, company officials said.  

Indeed, the Pershing Managed Account Solutions unit, together with Pershing's RIA 
custody business, could be the firm's real hot spots.  

But Pershing has something of a challenge in getting its broker-dealer correspondent 
firms to convert more brokerage assets to fee-based accounts, Mr. Shea said.  

Pershing's RIA Complete service helps broker-dealers build RIA support services, but B-
Ds have to accept a different revenue model, he said.  

“You have to abandon the mentality of taking a percentage of a grid; it's a fee-for-service 
model,” he said. Some have done it well, “but others — a number of them — are 
struggling” to support an RIA platform.  

Pershing executives aren't being shy about trying to set right what they see as misguided 
policy proposals, and they are encouraging advisers to lobby regulators and Congress.  
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“Dodd-Frank is kind of a rush to judgment,” Mr. Brueckner said. Policymakers have 
“moved too fast and created a very complex set of laws ... [where regulators] are 
competing with each other [and] pushing the boundaries of jurisdiction way beyond 
where they were.”  

“It's important for broker-dealers and RIAs to stay nimble and active in the discussion,” 
Mr. Shea added.  

Pershing executives are particularly worried about a proposal by the Labor Department 
to redefine who is a fiduciary. They worry that the proposed definition would apply 
onerous restrictions to service providers to retirement plans.  

“It would cast a wide net [that could] prevent them from doing things they're doing now, 
[such as] just providing valuations” on plan assets, Mr. Breuckner said in an interview.  

The chairman warned attendees that the DOL is “being pretty intransigent,” despite an 
industry effort that produced 10,000 letters to Congress objecting to the proposal.  

He urged continued lobbying.  

“Congress listens to voters,” he said.  

Not all of Pershing's clients agree, of course. A portion of its RIA firms support a 
broader fiduciary duty, said Mark Tibergien, chief executive of Pershing Advisor 
Solutions LLC.  

“There are conflicts [in policy positions], but we try to manage through that,” Mr. 
Tibergien said. “Our clients benefit from hearing multiple points of view.”  

The outspokenness of the firm's leaders is somewhat unusual for a firm that, unlike its 
competitors that have better-known retail brands, follows a lower-profile business-to-
business model.  

Accordingly, Pershing brought in some heavyweight speakers for its conference, 
including  former British Prime Minister Gordon Brown and New England Patriots head 
coach Bill Belichick.  

 “I thought he nailed it,” Michael Schmidt, vice president and investment officer with 
Seacoast National Bank, said about Mr. Bush's hour-long conversation with Pershing 
managing director Jim Crowley.  

Stuart, Fla.-based Seacoast's broker-dealer, Invest Financial Corp., clears through 
Pershing.  

E-mail Dan Jamieson at djamieson@investmentnews.com.  

 

http://www.investmentnews.com/section/broker-dealer-data-profile&R=289987
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-------------------------------------- 

Crew Share  
Email me… (bbroich@msn.com) your sales success and experiences and share with the 

Crew….will always be anonymous. 

 

A Few Comments From Emails This Week About Leads and 

Selling Experiences….Both Good and Bad 

 

(From 8 emails) 

 Bill: Sometimes the videos on the Retire Village drip do not open. 

 Nice $750k cash with app sale today of the lead system 

 Can you guys please keep the Opt Out list up to date, I am getting unfavorable 
feedback 

 Bank rates are really dropping, why don’t you advertise the annuity rates on 
annuity.com. 

 
 

 

 

 

 

 

---------------------------------------------- 

mailto:bbroich@msn.com
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Hot News and Other Helpful Info 
  

 Provident Mess to Fidelity: 

http://www.investmentnews.com/article/20110612/REG/306129991/-1/INIssueAlert01 

 Life sales up: http://insurancenewsnet.com/article.aspx?id=264479&type=topnews 

 Libya War Cost: http://www.ft.com/intl/cms/s/0/11d5624c-920f-11e0-b8c1-

00144feab49a.html?ftcamp=traffic/email/content/premnl/editor/memmkt#axzz1PAaLF4bB 

 Groupon Issues: http://www.ft.com/intl/cms/s/0/65a6ebc4-920b-11e0-b8c1-

00144feab49a.html?ftcamp=traffic/email/content/premnl/editor/memmkt#axzz1PAaLF4bB 

 GOP Plan Medicaid Loss: 
http://www.elderlawanswers.com/resources/article.asp?id=9166&Section=4&state 

 Consumers want agents: http://www.naifablog.com/  

  

 

---------------------------------------------- 
 

Here they come again…if it barks like a dog, 

looks like a dog is it a dog?…..be well 

warned…Wall Street will always spin 

anything to make a new product (out of an 

old one…..BB 

 

 

 

 

 

http://www.investmentnews.com/article/20110612/REG/306129991/-1/INIssueAlert01
http://insurancenewsnet.com/article.aspx?id=264479&type=topnews
http://www.ft.com/intl/cms/s/0/11d5624c-920f-11e0-b8c1-00144feab49a.html?ftcamp=traffic/email/content/premnl/editor/memmkt#axzz1PAaLF4bB
http://www.ft.com/intl/cms/s/0/11d5624c-920f-11e0-b8c1-00144feab49a.html?ftcamp=traffic/email/content/premnl/editor/memmkt#axzz1PAaLF4bB
http://www.ft.com/intl/cms/s/0/65a6ebc4-920b-11e0-b8c1-00144feab49a.html?ftcamp=traffic/email/content/premnl/editor/memmkt#axzz1PAaLF4bB
http://www.ft.com/intl/cms/s/0/65a6ebc4-920b-11e0-b8c1-00144feab49a.html?ftcamp=traffic/email/content/premnl/editor/memmkt#axzz1PAaLF4bB
http://www.elderlawanswers.com/resources/article.asp?id=9166&Section=4&state
http://www.naifablog.com/
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Covered bonds offer income and safety 

Debt instruments are backed by mortgages retained by banks; $3 
trillion global market 

  June 12, 2011 6:01 am ET 

How's this for irony: One of the most attractive fixed-income opportunities for 
conservative investors these days is high-quality bonds that are backed by mortgages 
and yield about 40 basis points above comparable five-year Treasuries.  

Called covered bonds, these debt instruments are obligations of banks that retain 
the mortgages they write on their balance sheets. What they're not are mortgage-backed 
securities, which gained infamy during the financial crisis for holding messy and 
mysterious pools of subprime home loans.  

“These are high-quality assets, and for some investors, it's all about quality and income,” 
said Rich Sega, chief investment officer at Conning & Co., a $77 billion asset 
management company.    

(I sort of remember hearing this line before….BB) 

While covered bonds are relatively new to the United States, they represent a $3 trillion 
global market that is fully developed in Canada and has been around for more than 200 
years in Europe. Last year, foreign financial institutions issued nearly $30 billion of 
covered bonds to U.S. investors. Estimates are that this year will see similar volume, 
according to the Securities Industry and Financial Markets Association.  

But even though the bonds are sold through local brokerages and issued in U.S. dollars, 
investors should be aware that the legal framework of the bonds is covered by the 
jurisdiction in which they were issued.  

(now this is interesting….BB) 

“It has been opportunistic for foreign financial institutions,” said Sean Davy, 
a managing director at SIFMA. “We believe with all the changes in the marketplace, 
covered bonds would represent another tool that offers long-term funding [for financial 
institutions] and does so with new investors.”  

The development of a formal U.S. market for covered bonds was proposed for inclusion 
in the Dodd-Frank legislation but was cut at the last minute.  

The bill, sponsored by Rep. Scott Garrett, R-N.J., now chairman of the House Financial 
Services Subcommittee on Capital Markets and Government Sponsored Enterprises, 
and Rep. Carolyn Maloney of New York, the ranking Democrat of the House Financial 
Services Subcommittee on Financial Institutions and Consumer Credit, is designed to 
clarify where bondholders would stand in the event of insolvency by the issuing bank.  
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The covered-bond bill is expected to get a vote by the full House Financial Services 
Committee within weeks.  

While the legislation is still being scrutinized by the Federal Deposit Insurance Corp. 
because of where the covered bondholders rank as creditors, most industry watchers 
expect to see a law paving the way for a domestic covered-bond market by next year.  

“I like the concept because it's more like old-school banking,” said J. Brent Burns, 
president of Asset Dedication LLC, which builds fixed-income separate accounts. “It has 
legislative appeal because it reduces risk and it's easier to understand. If we had been 
running covered bonds instead of mortgage-backed securities, it might have changed 
some of the incentives around the housing crisis.”  

Covered bonds are not seen as a replacement for mortgage-backed securities, which saw 
$100 billion worth of issuance last year, down from $900 billion in 2006.  

But covered bonds are seen as a way to replace some of the slowdown in issuance by 
traditional mortgage pools.  

In addition to the security of being held on a bank's balance sheet, covered bonds also 
have the flexibility to replace poor-performing mortgages in order to maintain a bond's 
overall quality.  

“One of the missions [of financial reform] is to get banks to retain more of the housing 
finance market, and this is the next stage of evolution in mortgage finance,” Mr. Sega 
said. “Covered bonds aren't going to be able to fix the housing crisis, but they will help to 
replace some of the capacity of the mechanism that facilitates lending.”  

Questions, observations, stock tips? E-mail Jeff Benjamin at 
jbenjamin@investmentnews.com.  

 

I just can’t help myself…I have to ask this question: 

Covered Bonds….what are they covered with….oh I 

know….mortgages…. 

So how is this different from the mortgaged backed 

securities that created the ”Credit Swaps?” 

 

Answer please???????? 
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----------------------------------------------------- 

This could be helpful….BB 

BondView website launches ratings of 

municipal funds 
By Jessica Toonkel 
June 12, 2011 6:01 am ET 

BondView LLC, which offers a free site for municipal-bond in-vestors, has 
launched ratings of muni-bond funds.  

Unlike Morningstar Inc. or Lipper Inc., which rate muni-bond funds based on past 
performance, BondView's ratings are based on assessments of the individual bonds 
within the portfolios, said Robert Kane, founder of BondView.  

“This isn't just ratings-based on risk-adjusted past performance. We are trying to 
incorporate a holdings-based analysis,” Mr. Kane said.  

BondView has been rating individual bonds for the past year. 

PROPRIETARY APPROACH 

Those ratings are based on a proprietary approach that doesn't take into consideration 
third-party credit ratings, Mr. Kane said.  

Investors can go to BondView's website and access real-time ratings for 100 open-end 
and closed-end muni-bond funds.  

During the next several months, the firm hopes to make ratings available for all such 
funds. All the ratings will be available free of charge on the firm's website.  

The ratings are based on five criteria: market pricing, duration, income stream and 
maturity, market sector and diversification.  

Each fund will be rated A-F for each category and then given an overall score, Mr. Kane 
said.  

Regulators are increasingly scrutinizing the transparency, or lack thereof, of muni-bond 
funds.  

In May 2010, the Securities and Exchange Commission launched an investigation into 
the muni-bond market. Since then, the Municipal Securities Rulemaking Board, which 
oversees muni-bond issuers and sellers, has proposed or passed rules designed to 
increase disclosure of information about muni bonds.  

http://www.investmentnews.com/apps/pbcs.dll/personalia?ID=JMARQUEZ


13 Notes for the Crew 

 

“The municipal-bond market isn't transparent enough, and when you put a layer of 
funds over it, it makes it even cloudier,” Mr. Kane said. “We are trying to put all of the 
funds under a microscope.”  

E-mail Jessica Toonkel at jtoonkel@investmentnews.com.  

 

http://www.bondview.com/ 

TIME 
SECURITY 
DESCRIPTION 

MATURITY COUPON 
CURRENT 
PRICE 

YIELD AMOUNT 
TRADE 
TYPE 

MARKET 
RATING 

ADD 

06/09/2011 
22:41:49  

METROPOLITAN WASH 
D C ARPTS AUTH 
ARPT SYS REV REF-
TAXABLE-SER C  

10/01/2012 5.020 105.044  4.779 $25000 
Investor 
Bought 

No Rating 
 

06/09/2011 
22:41:33  

METROPOLITAN WASH 
D C ARPTS AMT-SER 
B-AMBAC-FSA-CR  

10/01/2019 5.000 106.083  4.713 $5000 
Investor 
Bought  

 

06/09/2011 
22:37:09  

UNIVERSITY PL WASH 
SER A  

12/01/2034 5.625 107.402  5.237 $15000 
Investor 
Bought  

 

06/09/2011 
22:30:59  

BENTON CNTY WASH 
REF  

12/01/2014 4.000 107.250  3.730 $10000 
Investor 
Bought  

 

06/09/2011 
22:30:59  

WASHINGTON ST REF-
MOTOR VEHICLE 
FUEL-  

07/01/2021 5.000 113.126  4.420 $15000 
Investor 
Bought  

 

06/09/2011 
22:30:24  

METROPOLITAN WASH 
D C ARPTS AMT-SER 
B-AGC-ICC 

10/01/2024 5.000 101.541  4.924 $20000 
Investor 
Sold  

 

06/09/2011 
22:29:59  

WASHINGTON D C 
MET AREA TRAN 
TRANSIT-SER A  

07/01/2032 5.125 101.611  5.044 $5000 
Investor 
Bought  

 

06/09/2011 
22:27:00  

WASHINGTON ST 
HIGHER ED FACS REF-
GONZAGA UNIV PJ-
SER A  

04/01/2023 4.300 101.000  4.257 $15000 
Investor 
Bought  

 

06/09/2011 
22:22:38  

METROPOLITAN WASH 
D C ARPTS AMT-SER 
B-AMBAC-FSA-CR  

10/01/2019 5.000 103.833  4.815 $5000 
Investor 
Sold  

 

Nice info….will be very helpful as an information 

source….BB 

Easy to join and it is free….BB 

---------------------------------------------------- 

http://www.bondview.com/
http://www.bondview.com/pricecheck/bond/592646HP1/#results
http://www.bondview.com/pricecheck/bond/592646HP1/#results
http://www.bondview.com/pricecheck/bond/592646HP1/#results
http://www.bondview.com/pricecheck/bond/592646HP1/#results
http://www.bondview.com/pricecheck/bond/592646HP1/pricecheck/105.044/#results
http://www.bondview.com/pricecheck/bond/592646ZB2/#results
http://www.bondview.com/pricecheck/bond/592646ZB2/#results
http://www.bondview.com/pricecheck/bond/592646ZB2/#results
http://www.bondview.com/pricecheck/bond/592646ZB2/pricecheck/106.083/#results
http://www.bondview.com/pricecheck/bond/91480QDR8/#results
http://www.bondview.com/pricecheck/bond/91480QDR8/#results
http://www.bondview.com/pricecheck/bond/91480QDR8/pricecheck/107.402/#results
http://www.bondview.com/pricecheck/bond/082847FK5/#results
http://www.bondview.com/pricecheck/bond/082847FK5/#results
http://www.bondview.com/pricecheck/bond/082847FK5/pricecheck/107.250/#results
http://www.bondview.com/pricecheck/bond/93974CUK4/#results
http://www.bondview.com/pricecheck/bond/93974CUK4/#results
http://www.bondview.com/pricecheck/bond/93974CUK4/#results
http://www.bondview.com/pricecheck/bond/93974CUK4/pricecheck/113.126/#results
http://www.bondview.com/pricecheck/bond/592646C50/#results
http://www.bondview.com/pricecheck/bond/592646C50/#results
http://www.bondview.com/pricecheck/bond/592646C50/#results
http://www.bondview.com/pricecheck/bond/592646C50/pricecheck/101.541/#results
http://www.bondview.com/pricecheck/bond/938782EB1/#results
http://www.bondview.com/pricecheck/bond/938782EB1/#results
http://www.bondview.com/pricecheck/bond/938782EB1/#results
http://www.bondview.com/pricecheck/bond/938782EB1/pricecheck/101.611/#results
http://www.bondview.com/pricecheck/bond/939781J43/#results
http://www.bondview.com/pricecheck/bond/939781J43/#results
http://www.bondview.com/pricecheck/bond/939781J43/#results
http://www.bondview.com/pricecheck/bond/939781J43/#results
http://www.bondview.com/pricecheck/bond/939781J43/pricecheck/101.000/#results
http://www.bondview.com/pricecheck/bond/592646ZB2/#results
http://www.bondview.com/pricecheck/bond/592646ZB2/#results
http://www.bondview.com/pricecheck/bond/592646ZB2/#results
http://www.bondview.com/pricecheck/bond/592646ZB2/pricecheck/103.833/#results
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Now this is interesting….if you all don’t promise to listen 

to Open MIC then would I have my feeling hurt?...BB 

 

Securities America asks reps to pledge 

allegiance 

 

Loyalty letter seen as precursor to sale 
By Bruce Kelly 
June 12, 2011 6:01 am ET 

Securities America Inc. last week took the unusual step of asking its 1,800 
reps and advisers to sign a “letter of support” to indicate their intention to 
remain at the firm — a development that some observers took to mean that a sale of 
the troubled broker-dealer could be imminent.  

Securities America's parent company, Ameriprise Financial Inc., said in April it would 
look for a buyer for the firm.  

The request to sign the loyalty letter comes as many of the firm's reps and advisers 
are shaping contingency exit plans. The letter makes no mention of a retention bonus 
for the brokers, a common practice to get reps to stick with a broker-dealer after another 
firm buys it.  

But some inside and outside the firm took the letter as a sign that negotiations with a 
potential buyer are progressing.  

“I would suspect they've got a short list” of potential buyers, said one Securities America 
rep, who asked not to be identified. The rep said he has no direct knowledge of specific 
firms with interest in buying Securities America.  

The rep also said that the firm is in the process of “rounding up” some of the highest-
producing brokers and will give them access to private information about the sale of the 
firm in order to win their loyalty.  

The three-paragraph note for reps to sign is addressed to “To Whom It May Concern,” 
and states, in part: 

 

 

 

http://www.investmentnews.com/apps/pbcs.dll/personalia?ID=BKELLY
http://www.investmentnews.com/section/broker-dealer-data-profile&R=290011
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SETTING A COURSE 

“We are confident in the abilities of Securities America's senior 
management team to navigate the company through these challenges and 
opportunities.  

“We believe they will assist [parent company] Ameriprise in the selection of 
a new owner with the interests of the advisors and our clients firmly in 
mind.”  

It then concludes: “We intend to stay with Securities America to see what 
opportunities will come from this process.”  

The firm was expected to post the letter with the signatures on an internal company 
website. Reps could send an electronic scan of their signature or sign a blank sheet of 
paper and fax it to the firm.  

The compensation of management in transactions such as the sale of a broker-dealer is 
commonly tied to the retention of brokers, experts noted. The larger the number of 
brokers who stick with a firm after it's acquired, the bigger the payout for management, 
they said.  

The ultimate purchase price is also tied to broker retention in such deals, industry 
observers noted.  

“It seems like a transparent effort to prop up the value of the franchise by presuming to 
show a certain level of advisers' loyalty,” said Danny Sarch, an industry recruiter. “The 
letter can easily backfire. Once it's known the letter is out there, a prospective buyer will 
ask, "How many did you get back?' It seems a bit desperate.”  

Securities America has been in turmoil since the Securities and Exchange Commission 
charged an issuer of private placements, Medical Capital Holdings Inc., with fraud in 
July 2009. Dozens of independent broker-dealers sold the Medical Capital notes, but 
Securities America was the product's biggest distributor, selling $700 million worth of 
the notes to clients. About half that amount is in default. 

  

E-mail Bruce Kelly at bkelly@investmentnews.com.  

 

Here is the link for the whole story… 

http://www.investmentnews.com/article/20110612/REG/306129976/-

1/INIssueAlert01 

 

http://www.investmentnews.com/article/20110612/REG/306129976/-1/INIssueAlert01
http://www.investmentnews.com/article/20110612/REG/306129976/-1/INIssueAlert01
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--------------------------------------------------------- 

Love the AARP and FINRA “protection” assumption, it is 

so comforting to know they have my back!….….BB 

Guess Who's Scamming Seniors? 

By Teri Cettina  

Published June 10, 2011 

 Reuters 

The big wave of baby boomers retiring this year makes AARP's Jean Mathisen a 
little nervous. The program director for the group's Fraud Fighter Call Center expects 
her office to get more calls than ever about retirement-age investors being scammed of 
their nest eggs. To add insult to injury, many of the so-called financial advisers doing the 
damage are aging baby boomers themselves. 

(It is interesting how AARP sells so much insurance and 
still has tax exempt status….BB) 

 

It's a case of seniors scamming seniors. 

"This problem has definitely been affected by the recent economy," Mathisen says. 
"Older investors may be tempted by opportunities to quickly recover money they lost 
when the stock market took a hit, and con artists see a great opportunity to hit easy 
marks." 

These "easy marks" are not exactly who you might think they are, says John Gannon, 
president of the Financial Industry Regulatory Authority's Investor Education 
Foundation. Today's senior victims aren't stereotypical elderly shut-ins who give money 
to scam artists who befriend them. 

Instead, Gannon says FINRA's interviews of fraud victims indicate that the most likely 
senior targets are on the younger edge of the group -- 55 to 65 years old and primarily 
male, college-educated and financially savvy. 

  

http://www.bankrate.com/funnel/cd-investments/
http://www.bankrate.com/finance/financial-literacy/top-10-investing-blunders-1.aspx
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But these investors have a few foibles. "They're anxious for new, different financial 
answers," Gannon says. "They're looking for retirement income and their mutual funds 
aren't performing as they'd like. Or, they've been conservative investors in the past and 
are seeing that CDs and bond rates aren't working for them." 

As a result, financial deals that offer even slightly higher-than-average returns have 
become tempting to this group. At the same time, there is a risk that some senior 
financial advisers, looking to improve their own financial situation after the recession, 
may be more aggressively pushing products or suggesting inappropriate investment 
choices for their clients, Gannon says. That can be a toxic combination. 

FINRA research also discovered another common thread among seniors scammed 
by other seniors. "They're not likely to get a second opinion on an investment 
opportunity from their attorney or even their wife," Gannon says. "They're sure they 
know what they're doing." 

Here's how to avoid being a victim of a senior-to-senior investment scam: 

Check your adviser's credentials. Today's scammers may use titles like "certified senior 
financial planner" to make you believe they are uniquely qualified to assess your 
retirement needs. In reality, "many of those designations and letters behind their names 
don't tell you anything," says Pat Huddleston, CEO of Investor's Watchdog and a former 
Securities and Exchange Commission enforcement branch chief. Investor's Watchdog is 
a for-profit investor protection firm that conducts research on brokers to help its 
customers avoid fraudulent investments. 

According to Huddleston, some of these advisers' titles are fabrications, and others are 
flimsy. Advisers might qualify to use their titles after only attending a weekend course. 

You can check on whether an adviser's financial title is legitimate and verify his 
designation and licensing status to make sure it hasn't lapsed or been revoked through 

FINRA's BrokerCheck service or by contacting your state securities' regulator. 

Another source is the website Public Access to Court Electronic Records, or PACER.gov. 
Here you can check federal court dockets to see if your adviser has declared bankruptcy 
or if the adviser or his or her company has ever been sued for fraud. 

Skip the free lunch. According to a 2009 report by AARP, scam artists often find victims 
through free retirement planning seminars that usually include a free lunch or dinner at 
a nice local restaurant or hotel. 

AARP's research found that almost 6 million Americans in the 55-plus age group 
attended these so-called "free-lunch seminars" in 2009 alone. During the gatherings, 
AARP representatives found that financial advisers -- often of retirement age -- say they 
just want to share tips with peers on how to make their retirement income last, 
Mathisen says. 

http://www.bankrate.com/funnel/certified-financial-planner/cfp.aspx
http://www.foxbusiness.com/topics/business/finance/stock-exchange/securities-exchange-commission.htm
http://www.finra.org/Investors/ToolsCalculators/BrokerCheck/
http://www.pacer.gov/
http://www.foxbusiness.com/topics/business/finance/retirement/retirement-planning.htm


18 Notes for the Crew 

 

In a yearlong investigation of free-lunch investment seminars, the SEC, in 

association with FINRA and the North American Securities 

Administrators Association, determined that these seminars were actually 
sales presentations, not educational events.  

Some were led by reputable advisers offering real financial products, while others were 
outright cons. Seminar leaders used the seminars as lures, then set up one-on-one, 
hard-sell meetings with participants, says the SEC report. 

Among the investigation's findings: 13% of the sessions were fraudulent. Leaders 
attempted to persuade participants to invest in companies or investment opportunities 
that didn't exist. Yet another 23% of the seminar presenters offered unsuitable advice 
for seniors, meaning financial products that were too risky or didn't match participants' 
needs. 

Stick with registered products that you understand. Gannon says seniors are at greater 
risk of fraud when advisers talk them into stocks that don't trade on the NASDAQ or 
New York Stock Exchange. Also of concern are unregistered investments like limited 
partnerships, hedge funds and corporate promissory notes that purport to pay 
guaranteed interest similar to a government bond. 

Gannon says his organization also has found advisers who push indexed annuities -- 
insurance contracts that offer periodic payouts with returns linked to stock or bond 
indexes -- as guaranteed retirement income. 

"Although these annuities may not be scams, they are very hard 
to understand, very hard to compare to other annuities and may 
have features like high surrender charges that make them really 
inappropriate for some older investors," Gannon says. 

(Written like a true FINRA believer….BB) 

Recognize that age doesn't necessarily equal wisdom in a financial adviser. It's human 
nature to feel comfortable with professionals with whom you have something in 
common -- social ties, religious background or age. However, that comfort also can open 
you up to a senior scam. 

"We constantly remind our members that someone having a financial title with 'senior' 
in it doesn't mean they're better advisers. Similarly, someone being your own age 
doesn't mean they're more trustworthy," says Mathisen. "You've still got to double-check 
any financial adviser's background and advice." 

To report a potentially fraudulent investment adviser, call AARP at (800) 646-2283 
or contact your state's securities regulator. If you'd like to volunteer to attend "free 

http://www.bankrate.com/finance/investing/which-agencies-protect-investors.aspx
http://www.foxbusiness.com/topics/business/finance/stock-exchange/nasdaq.htm
http://www.foxbusiness.com/topics/business/finance/stock-exchange/new-york-stock-exchange.htm
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lunch" financial seminars in your area and report details to AARP to help spot a scam, 
visit the AARP website. 

 

Here is the link 

 

Read more: http://www.foxbusiness.com/personal-finance/2011/06/10/guess-whos-

scamming-seniors/#ixzz1PAght0p0 

 

----------------------------------------------------- 

I know what you are thinking…Bill has lost 

it….. 

I was on my way home Sunday from Boise where I spent 

the weekend with our grandson…in front of me was a car 

which had signs painted on it which said…. 

I sell Mutual of Omaha…call me for best rates. 

It was on the back and side of the car….I thought what an 

idiot and then it occurred to me….. 

How many people would see the signs?  And…he is not 

embarrassed to sell insurance and be called an 

insurance salesman…. 

 

So I did a little research and found out that a 20 by 35 

magnetic sign was only $40….here is my design… 

http://www.aarp.org/money/scams-fraud/info-11-2009/_no_free_lunch.html
http://www.foxbusiness.com/personal-finance/2011/06/10/guess-whos-scamming-seniors/#ixzz1PAght0p0
http://www.foxbusiness.com/personal-finance/2011/06/10/guess-whos-scamming-seniors/#ixzz1PAght0p0
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Remember our great founding father Benjamin Franklin….he 

said: 

 

“No pain, no gain” 

 

Would you be embarrassed to drive around with a sign on your 

car?  I ordered mine today. 

 

 

 

------------------------------------------------------- 
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I know this was up last week on Open MIC….but I re-read it and 

wanted to make sure everyone had the chance to learn and be 

informed…..send Sheryl and email and thank her….BB 

 

Déjà Vu: From French, literally meaning "already seen,' Déjà vu 

is that eerie sense of "I've experienced this before 

    

"This is like deja vu all over again." 

From www.InsuranceNewsNet.com 

 a terrific source…and our favorite Heroine…. 

Sheryl Moore….read on….BB 

Sheryl Moore 
 President and CEO, AnnuitySpecs.com 
AnnuitySpecs.com  

Biography: Sheryl J. Moore is president of Advantage Group 
Associates, Inc., AnnuitySpecs.com, and LifeSpecs.com. 
Collaboratively, these companies specialize in the indexed 
annuity market, as well as the rapidly expanding indexed life line 
of business. Ms. Moore provides competitive intelligence, market 

research, product development, consulting services and insight to select financial 
services companies. She is co-author of “The Encyclopedia to Index Products: Annuity 
and Life.” Her research and articles have been featured in industry trade publications 

http://www.insurancenewsnet.com/
http://www.producersweb.com/r/pwebmc/m/Sheryl+J.+Moore
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and resources such as Agent’s Sales Journal, BankInsurance.com, Best’s Review, 
BestWire, Broker World, The Des Moines Business Record, The Des Moines Register, 
Ignites, Insurance Broadcasting, Insurance News Net, Investment News, Life Insurance 
Selling, National Underwriter, The New York Times, Senior Market Advisor, and Wall 
Street Journal. She works closely with the media, as she proactively responds to, and 
corrects, every misleading or inaccurate article published on indexed products. Ms. 
Moore works closely with regulators. Her research has been presented to the National 
Association of Insurance Commissioners Conference on several occasions, to aid in their 
understanding of indexed products and provide guidance on issues such as suitability 
and illustrations. He research has also been presented to Congress, to aid in industry 
efforts to ensure that indexed products continue to be regulated as fixed insurance, not 
securities. She has a degree in Political Science from Grand View University, and holds 
numerous designations in the field of insurance services. Neither Sheryl J. Moore, nor 
Advantage Group Associates, Inc. sell or endorse any financial services products. 

 Top 10 Indexed Annuity Misconceptions 
June 07, 2011  

 

By Sheryl Moore 
AnnuityNews  

June 7, 2011 -- Negative and inaccurate publicity on indexed annuities 
seems to overshadow the product’s value at times. It is frustrating to see 
how hard it is for consumers to find accurate and reliable information on 
these products. I have spent the past four years personally responding to, 
and correcting, every published piece of misinformation on indexed 
insurance products. For these reasons, I thought it appropriate to list the 
“Top 10 Indexed Annuity Misconceptions.”  

10. All indexed annuities have high surrender charges: Actually, 
more than 75 percent of indexed annuities sold had a 10-year surrender 
charge or less as of the first quarter of this year. Although there is an 
indexed annuity with 16-year surrender charge, no one seems to mention 
that there are also indexed annuities with surrender charges as short as 
three years.  

9. All indexed annuities have big bonuses: Not so. In fact, about 
four out of 10 indexed annuities have no premium bonus at all. 
Admittedly, most of the advertisements that we see on indexed annuities 
are for big bonus products. But what is more enticing than seeing how you 
can “Earn 10 percent while your client gets a 25 percent bonus”? It’s a great 
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teaser, but can it close the sale? In truth, more than 75 percent of indexed 
annuities have less than a double-digit bonus; and as of the first quarter, 
more than 30 percent of all indexed annuities sold had only a 5 percent 
premium bonus on them.  

  

8. All indexed annuities have high commissions: In reality, the 
average street level commission received by the agent selling an indexed 
annuity as of the first quarter was 6.65 percent of premium. There is a 
company that pays a commission as high as 12 percent on their product, 
but keep in mind that there are indexed annuities paying commissions as 
low as 2 percent as well. One must take into context that indexed 
annuity commissions are even lower for older-aged purchasers and that 
this commission is paid one time (at point-of-sale), in exchange for 
servicing the contract for the entire term. So, keep that in consideration the 
next time some advisor points out how “high” indexed annuity 
commissions are, as compared to the measly 1.5 percent commission that 
he is paid on the mutual funds he sells (never mind that his commission is 
paid every single year the fund is in force!).  

7. Indexed annuities are illiquid: False. Only five of the 260 indexed 
annuities available today offer less than 10 percent penalty-free 
withdrawals annually (and sales of these five products are nominal). Every 
other product offers 10 percent withdrawals of the annuity’s value, penalty-
free and some indexed annuities allow as much as 50 percent to be 
withdrawn in a single year! More than one third of products available today 
allow penalty-free withdrawals as early as the first year, in fact. In addition, 
94 percent of indexed annuities available today have some sort of surrender 
charge waiver, allowing the client access to their funds without penalty, 
such as in the event of nursing home confinement, disability, terminal 
illness and even unemployment. Compounding these attractive options is 
the fact that every indexed annuity available today pays at least the full 
account value on death. That is pretty darn liquid for a retirement income 
product, if you ask me!  

6. Indexed annuities have countless consumer complaints: This 
misconception stems from a statement that was frequently made by a 
securities regulator back in 2005. “Thirty-four percent of all cases of senior 
exploitation involve variable or equity-index annuities,” he said. In an 
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independent review of closed consumer complaints from the National 
Association of Insurance Commissioner’s (NAIC’s) database, I found that 
all 41 insurers in the indexed annuity market had a total of 79 complaints 
for 2011 (an average of just under two complaints each). Complaints 
ranged from zero to 30 with any single carrier. Now certainly, we do strive 
for 100 percent customer satisfaction in the insurance market, but I would 
hardly call two complaints per year “countless.”  

 
5. Indexed annuities cause lawsuits: A review of 44 class action 
lawsuits in the insurance industry from 2002-2010 revealed some 
interesting data on this issue. The average policyholder benefit for being 
“harmed” was a receipt of the premiums paid accumulated at 
4.15 percent interest. Insurance company payouts, on the other hand, 
were as high as $22 million for these class action settlements. But it was the 
lawyers who made out like bandits in the end. The average lawyer’s benefit 
in these class actions was $6.4 million. I am certainly no expert on this 
matter, but the data seems to correlate well to lawyers causing lawsuits 
rather than any insurance product.  

4. Indexed annuities are inferior due to their exclusion of 
dividends in their calculations: Actually, the insurance company never 
receives the benefit of dividends on the index with an indexed annuity 
because the client is never directly invested in the index. The 
insurance company invests the indexed annuity purchaser’s premium 
payment in the general account, which protects them from declines in the 
index. The premiums are never invested in a pass-through account, which 
would provide the benefit of the dividends, but it would also expose the 
purchaser to risk, should the market decline. For this reason, the dividends 
cannot be passed-on to the purchaser and are never included on the 
calculation of any indexed annuity. By not directly investing in the index 
(which would pass-on the dividends), the insurance company is protecting 
the purchaser from losses. So, by trading the opportunity to receive 
dividends, the indexed annuity purchaser doesn’t risk losing their money as 
a result of market volatility. Not too bad, if you ask me.  

3. Indexed annuity rates are unattractive: All rates are paltry right 
now. Certificate of deposit (CD) rates are averaging a mere 0.90 
percent today. Fixed annuities aren’t much better at an average 3.41 
percent first-year rate, declining to 2.41 percent thereafter. And yes, the 
average annual point-to-point cap today is only 4.11 percent. However, that 
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is still much more attractive than sticking the money under the mattress or 
other purchasing alternative retirement vehicles that don’t offer tax 
deferral. Given the choice, I’d still take a short-term indexed annuity, thank 
you.  

 
 

2. Indexed annuities don’t perform: WRONG! For more than a 
decade, I have been collecting actual indexed annuity policyholder’s annual 
statements (redacted) from insurance agents. Today, I have tons of 
statements, representing numerous companies and products. Some of my 
own indexed annuities have statements showing gains as low as 0% in a 
single year. However, I also have examples of other people’s indexed 
annuities that have received gains as high as 47.65 percent on indexed 
strategies over a one-year period. Amazing, huh? Now, is this how indexed 
annuities are intended to perform? No. However, sometimes you cannot 
predict “home runs.”  

1. Indexed annuities are complex: When you get past all of the 
misinformation and hype, indexed annuities are just fixed annuities 
with a different way of crediting interest. It’s that simple.  

Sheryl Moore is President and CEO of AnnuitySpecs.com, an indexed 
product resource in Des Moines. She has over a decade of experience 
working with indexed products, and provides competitive intelligence, 
market research, product development, consulting services and insight to 
select financial services companies. She may be reached at 
sheryl.moore@annuityspecs.com.  

© Entire contents copyright 2011 by InsuranceNewsNet.com, Inc. 

Email Sheryl and thank her for standing up for 
our products……BB 

 

----------------------------------------------------- 

mailto:sheryl.moore@annuityspecs.com


26 Notes for the Crew 

 

RETIREMENT SECURITY AND THE 

STOCK MARKET CRASH: WHAT ARE THE 

POSSIBLE OUTCOMES? 

The attached PDF  

From 2008 to 2017 to recover…Boston 

University Research Report….illustrates the 

importance of the benefits of our indexed 

annuities and being risk free… 

    

 

 

 

 

 

 

----------------------------------------------------- 
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From Jack Marion…urge you to subscribe…well worth it. 

BB 

Here is the link: http://www.indexannuity.org/index_compendium.htm 

 Quarterly Index Annuity Sales Plummet - Down 15%  
Index Annuity sales for the first quarter of 2011 were $7.1 billion according to results released from 
LIMRA and Beacon Research, off 15% from the previous quarter. This is the second consecutive 
quarterly decline. First quarter sales were up about 5% from the first quarter of 2010, however, first 
quarter 2010 sales were the lowest since 2008, so the bar was low. Based on our research this was the 
greatest quarter-to-quarter decrease in index annuity sales ever - in both dollars and percentages - so it is 
a significant event. 

The AnnuitySpecs.com Indexed Sales & Market Report 1st Quarter 2011 shows annualized index life 
premium was $195 million for the 1st quarter and shows the top ten index annuity carriers for the first 
quarter:  

Allianz Life  $ 1,507,202,697  
 

Lincoln National  378,494,000  

American Equity  1,174,915,617  
 

Midland National Life  339,200,000  

Aviva  842,341,631  
 

Jackson National Life  325,572,548  

North American 
Company  

401,000,000  
 

Great American  310,986,636  

ING  382,383,966  
 

National Western Life  222,764,079  

Average Commission  

The average agent commission was 6.65%.  

Winners & Losers  
Five of the top ten carriers posted lower sales from the previous quarter. In all 16 carriers were up, 17 
were down.  

The main reason for the decline is low caps. I have talked with many agents this spring that have told me 
that their sales are down, and they believe the reason is because it's hard to get someone to buy an 
annuity when the interest cap is 3% or 4%. The exception I found was with some agents in banks, who 
are having success in converting 1% CD owners into index annuity owners. The low caps combined with 
a still rising stock market has also cooled interest from the broker/dealers I've spoken with, and they have 
returned to selling variable annuities.  

 
  
  

--------------------------------------------------  

http://www.indexannuity.org/index_compendium.htm
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The Other Side of the Table 

…..it’s all based on your view…………. 

 

Sometimes it is how you look at things that can make the difference.  
The other side of the table is all about that….how you look at things! 
 

 

 

 

 

http://www.google.com/imgres?imgurl=http://www.michaelhoywoodworking.com/resources/tables/rectangulartable.jpg&imgrefurl=http://www.michaelhoywoodworking.com/rectangular_table.html&h=322&w=450&sz=36&tbnid=roB6DtI5R1pA7M:&tbnh=91&tbnw=127&prev=/images?q=kitchen+table+photo&hl=en&usg=__2OPut_ZGYHyf1KFlwrA1Evu23FM=&ei=L89TSqaZFZSusgOK2enpBw&sa=X&oi=image_result&resnum=4&ct=image
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Here is one of my favorite cases….  

Don is now 75 but was 68 when he bought an annuity 

from me. His wife is Doris and she now is also 75. 

They had enough income for retirement, their church 

gifting, vacations and their kids.  From all sources it was 

about $7,000 a month. 

They had also saved about $600,000 which was in 

several bank accounts.  The purpose of the money was to 

eventually be left to the kids and the church. 

I suggested they keep $200,000 in the back for future yet 

unknown use and use the rest as follows: 

Place $400,000 into a lifetime SPIA for both lives with 

an installment refund.  The income will pay for as long 

as they are alive and in the event of a pre-mature tragedy 

their heirs would receive the unused balance.  

The monthly income is: $2,128 of which 86% was 

nontaxable (exclusion ration) 

I then had their children create a ILIT 

trust…..Irrevocable Life Insurance Trust naming 

themselves and the church as beneficiary (75% kids and 

25% church)  The cost was $1,200 with a local attorney. 
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Here is a definition for an ILIT Trust: 

 

An irrevocable life insurance trust (ILIT) is a special trust that allows for the 

possible exclusion of life insurance proceeds from the estate tax. Such 
an irrevocable life insurance trust, by definition, is unchangeable - a key 

drawback of its establishment. Yet an ILIT’s potential enormous estate tax 
savings, particularly for those with large life insurance policies and high net 

worths, might make an irrevocable life insurance trust something worth 
contemplating. 

 Don and Doris had no estate tax issues but they possible 
had LTC issues.  By using the trust, these assets were 
removed from their estate and created a parallel estate 
for the use of their children and their church all form the 
possibility of attachment by creditors. 

Each year, Don and Doris gift to the trust the nest after 
tax portion of the SPIA, $24,000.  They also file 
Crummey powers notices as required by the IRS.  

 

Here is the definition of Crummey powers from 
Investopedia: 

What Does Crummey Power Mean? 
A technique that enables a person to receive a gift that is not eligible for a gift-tax 
exclusion, and change it into one that is eligible. Crummey power is often applied to 
contributions in an irrevocable trust; often in respect to life insurance. In order for the 
Crummey power to work, the gift must be stipulated as being part of the trust when it is 
drafted and the gift cannot exceed $12,000 annually per beneficiary of the trust (among 
other requirements). 
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The trust then uses the annual gift to buy 2nd to die (pays 

on death of last spouse, Don or Doris)  The proceeds of 

the life insurance policy pay tax free to the trust and the 

beneficiaries (kids and church) remove the funds for 

their own use….tax free. 

In the event of any pre-mature death the children would 

also receive any unused portion of the SPIA…it all 

depends on the date of death of Don and Doris. 

 

Understand? 

Any questions? 

 

Oops! I forgot a little detail….guess how much the 

$24,000 annual gift to the ILIT trust bought in 2nd to die 

life benefits? 

 

$2,100,000 
 

Guaranteed death benefit, all funded by the after tax 

benefit of the SPIA with the source of funds from a not 

needed Bank CD. 

Tax free and outside of the estate and outside of the grab 

of creditors. 
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Epilogue:  

I was surprised to see my long ago idea now marketed as 

an annuity concept by my friendly competitors… 

They call in Annuity Arbitrage.  It is like it has 

always been, using our products to make sense for our 

prospects and clients.  I call it annuity selling based on a 

complete fact finder. 

 

Last week I saw another of my annuity marketing ideas 

in use and being promoted by another organization 

Reverse Dollar Cost Averaging 

Don’t worry….I will keep thinking up new ideas for all of 

them (and you)…..BB 

 

 

Disclaimer:   

I guess I should start adding a disclaimer, so here goes. I get 
information from many sources, print, internet, agent 
gossip and other media.  I always try and provide the original 
source or the link but my note taking habitually is lacking.   

Much of the content on Open MIC is written by me and is my 
personal opinion.  You should never consider that I am the 
world’s greatest authority or expert on anything (other than 
fixed annuities).  Always consult professionals who are licensed 
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to give correct advice regarding taxes and securities and other 
topics of great importance.   

I am an authority in lead generation and marketing annuities 
and am fully licensed as an insurance salesman. I sell state 
approved annuity products provided by licensed insurance 
companies. 

I am also NOT an economist by license, only by avocation and 
hobby.  If you decide to make decisions based on my particular 
view of the world, you should get it verified by licensed 
professionals or get your head examined. 

Open MIC is and was created for the entertainment of our 
agents, family, friends, guests and industry spies.  Be careful 
with the information contained in Open MIC and always get 
advice from licensed professionals. You never know, sometimes 
I might make something up….so always verify! 

Also, the information used in Open MIC is free; I assert no 
copyright or literary rights. Copy away. 

Our competitors will copy Open MIC anyway so I might just as 
well give it away, saves so much mental anguish and sleepless 
nights. 
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Executive Summary
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RETIREMENT SECURITY AND THE STOCK 
MARKET CRASH: WHAT ARE THE  
POSSIBLE OUTCOMES?
by barbara a. butrica, karen e. Smith, and eric J. toder

The sharp decline in the stock market in 2008 placed the retirement security of many Americans at risk. 
Although the market has rebounded sharply since its trough in March 2009, as of mid-October 2009 the 
Standard and Poor’s 500 Index (S&P 500) remained 29.8 percent below its peak level two years earlier.

This paper uses projections from the Urban Institute’s Dynamic Simulation of Income Model (DY-
NASIM3) to assess the impact of the 2008 financial crisis on retirement savings for current and future re-
tirees under alternative scenarios that vary assumptions about recent past and future stock market returns. 
We compare alternative recovery scenarios with a “no crash” scenario that assumes the stock market had 
not collapsed in 2008 but instead had increased at its long-term historical rate from the 2007 level. We 
simulate three possible recovery scenarios: (1) a “no recovery” scenario in which the stock market does 
not rebound but instead resumes its long-term historical rate after 2008; (2) a “repeat 70s” scenario in 
which real stock prices continue to decline for a number of years after the 2008 crash, as they did between 
1974 and 1982; and (3) a “full recovery” scenario in which the stock market fully rebounds after 10 years 
to the projected no-crash level in 2017. 

For each of the stock market performance scenarios, we vary some assumptions about individuals’ be-
havior. The baseline behavioral simulations use the assumptions in Butrica, Smith, and Toder (2009) that 
individuals continue to retire at the same age and rebalance their portfolios annually. We also compare 
projected retirement income under the no-crash, repeat-70s, no-recovery, and full-recovery scenarios as-
suming that individuals with lower retirement income due to the stock market crash delay retirement and 
that individuals do not rebalance their portfolios.

We examine retirement resources at age 67 before and after the stock market collapse and compare these 
outcomes by sex, marital status, race/ethnicity, education, and retirement income quintile. We report 
results separately for those born from 1941 to 1945 (pre-boomers), from 1951 to 1955 (middle boomers), 
and from 1961 to 1965 (late boomers). When the stock market crashed in 2008, the pre-boomers were 
between ages 63 and 67, the middle boomers were between ages 53 and 57, and the late boomers were 
between ages 43 and 47. 



Consistent with our previous study (Butrica, Smith, and Toder 2009), the current study finds that those 
farthest from retirement fare better than their older counterparts because they had less wealth to lose 
when the market crashed and more years to restore their lost wealth from both new stock purchases and 
future appreciation before retirement. In the full-recovery scenario, middle and late-boomers, but no pre-
boomers will see their incomes at age 67 increase. As in the previous study, high socioeconomic groups 
will experience both the largest gains and losses from the stock market collapse and subsequent stock 
price changes under the different scenarios because they are more likely than low socioeconomic groups 
to have retirement accounts and financial assets and to be invested in the stock market. Finally, the current 
study finds that the long-term effects of the 2008 stock market crash on retirement incomes will depend 
on the stock market performance going forward.

Our key new findings include the following:

If stocks remain depressed for a long time instead of growing on their long-term path or rebounding to 
their long-term trend line prior to the market crash, there would be no winners but many losers. 

Under the repeat-70s scenario, 47 percent of pre-boomers, 60 percent of middle boomers, and 54 per-• 
cent of late boomers will see their income at age 67 drop 2 percent or more. However, many people 
will lose much more. Twenty percent of pre-boomers, 28 percent of middle boomers, and 22 percent 
of late boomers are expected to lose at least 10 percent of their no-crash income at age 67 if the stock 
market experiences little to no growth as it did in the 1970s. 

In comparison, under the no-recovery scenario, 43 percent of pre-boomers, 51 percent of middle • 
boomers, and 42 percent of late boomers will see their income at age 67 drop 2 percent or more and 
14 percent of pre-boomers, 15 percent of middle boomers, and 11 percent of late boomers are expect-
ed to lose at least 10 percent of their no-crash income.

Delaying retirement reduces the number of losers and size of the losses among losers. Delayed retirement 
would reduce income losses from the market crash the most for late boomers, less for middle boomers, 
and the least for pre-boomers. Late boomers have the most opportunities to delay their retirement since 
they were still relatively young when the market crashed. In contrast, many pre-boomers were already 
retired when the market crashed in 2008.

Under the repeat-70s scenario, delaying retirement one year reduces the share of late boomers who • 
lose income by 21 percentage points (from 54 to 33 percent), and the share of late boomers who lose 
10 percent or more income by 8 percentage points (from 22 to 14 percent). However, delaying retire-
ment reduces the share of pre-boomers who lose income by only 2 percentage points because many of 
them are already retired. 

Under the no-recovery scenario, working another year more than offsets late boomers’ income losses • 
so that instead of losing 6 percent in income, they gain 1 percent (it takes less than an additional year 
of work to recoup their losses). In comparison, working another year reduces pre-boomers’ income 
losses by much less—from 8 to 7 percent. Under the repeat-70s scenario, working another year 
reduces income losses from 10 to 1 percent for late boomers, but only from 11 to 10 percent for pre-
boomers. 

Although lower-income people are less likely than higher-income people to lose income at 67 from • 
the stock market crash, working longer has a bigger impact on lower-income people than higher-
income people because income from assets has a relatively smaller effect on their retirement income. 
Under the repeat-70s scenario, delaying retirement by one year reduces income losses for middle 
boomers in the top income quintile from 20 to 17 percent (a 15 percent decline), but reduces income 
losses for middle boomers in the second income quintile from 5 to 1 percent (an 80 percent decline).



Working more than one additional year could reduce the number of losers even more. • 

With the stock market collapse, people could buy stocks at bargain prices. While this may have been the 
optimal response to the crash (buy low, sell high), it is not necessarily how people actually behaved. If 
investors passively allowed the equity shares in their portfolio to fall as stock prices declined instead of 
rebalancing their investment portfolios by purchasing more stocks, people would gain less from a subse-
quent price recovery. If stock prices continue to fall, however, as in the repeat-70s scenario, rebalancing 
would make them worse off.

Rebalancing generally increases investment returns compared with not rebalancing over a long time • 
period, but due to differences in investment timing and year to year changes in stock market gains and 
losses, a passive no-rebalance strategy will benefit some and hurt others compared with rebalancing 
annually. 

The magnitudes of average gains and losses in all three scenarios are close to those when annual re-• 
balancing is assumed. The shares of winners and losers are also similar. While there are some changes 
in both winners and losers from changing assumptions about rebalancing, these changes are small and 
do not increase for later cohorts.
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