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Significant opportunities in the variable annuity market


Growing, aging population with increased need for accumulation and retirement products
►

US population of 307 million with 78 million baby boomers heading to retirement

►

Market volatility increases probability of wealth destruction at the wrong time – just before or after
retirement

►

Continued reduction in traditional pension plans

►

Need to augment Social Security



Market sales of over $140 billion annually – Variable Annuity remains the dominant guaranteed
income product



Sales leadership and issuer participation in VA market changing rapidly as carriers adapt to
new realities



Current competitive landscape favors those with capacity at today’s higher margins



Transamerica’s market share is growing at a time when pricing power is increasing
►
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3.4% market share in 2011, ~6.5% market share now

Requirements for a sustainable variable annuity business
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Diverse and aligned distribution
►

Solution focused sales team places product with the right owner

►

Diverse distribution capability ensures stability through market changes

►

Good guidance to home office about market readiness for new approaches

Customer focus
►

Maintain value compared to income alternatives

►

Solution that addresses both predictable economic needs and life’s unknowns

Learning orientation in product management
►

Line must be profitable and self sustaining under a wide range of conditions

►

Product must adjust to new economic regimes and also maintain core guarantees

Partnership approach leads to growing and diverse mix
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Distributor and issuer must work together to
maintain the VA value proposition

2013 Transamerica VA sales by channel
 Financial planner, 42%
 Wirehouse, 30%
 Bank, 18%
 Alternative, 10%

Transamerica sales team understands
importance of pricing flexibility and
responsiveness
►

Pricing updated as often as needed to reflect
market circumstances

►

Fund lineup dominated by offerings with active
risk management

Distribution breadth and diversity allows for
higher sales with less margin competition

Year

Firms Selling TA Products

2011

551

2012

577

2013

609

The customer value proposition – why buy a variable annuity?


Variable Annuity remains the dominant
income protection product
►

►

►

►

Income guarantee is a planned purchase
of future income linked to market returns
Balance of liquidity and guarantee
is a unique and valuable feature
Flexibility to adjust to changing needs
or plans over time
Although the income guarantee is a key
feature, nearly 20% of current
Transamerica sales have no income
guarantee
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Data source: LIMRA
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Real world cost-benefit analysis – what is important to consumers?


Variable Annuity - why is it successful?
►



Award winning study1 of pension recipients shows individuals:
►

►



Weigh the tradeoff between a lump sum and income stream similarly in direction, but much differently
in magnitude than investment professionals
Trailing equity returns modify assessment of tradeoff though no equity is involved

Recent, easily available and emotionally vivid perceptions are over-weighted in decisions2
►
►



It meets real and perceived needs, and simplifies difficult decisions regarding tradeoffs between them

Hence weighting recent equity returns in the annuity to lump sum calculation
“What you see is all there is” highlights the importance of framing to decision making

Cost effective products and services to help ease the decision burden and avoid self defeating
behaviors have a valuable role to play in securing retirement

These and related insights will point to new markets and new delivery vehicles
1
2
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National Bureau of Economic Research, working paper No. 15608, “How do retirees value life annuities? Evidence from Public Employees”
Thinking Fast and Slow by Daniel Kahneman

The current Transamerica approach


Organic growth in distribution – sales growth with less margin pressure



Risk aware pricing



►

Attracts a lower risk allocation of funds and a different type of customer

►

Reduces hedge needs, especially for equity linked risks

Integral risk controls
►
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Volatility control funds and basis risk management

Active management of inforce block – responding to regime change
►

ALSO – Alternative GMIB settlement offer

►

Inforce fee updates

Rapid repricing offsets volatility in pricing conditions

Future directions in VA – certainty to speculation
Current direction


Focus on lowering Cost of Capital
►
►
►



Use of management options to improve margins and reduce cost of regime change
Self funding in capital and liquidity to reduce dilution risk of existing shareholders
Participating features balances risk sharing between issuers and policyholders

Move closer to the customer
►
►

Applying analytics to improve sales efficiency and customer service
Life events monitoring supports guidance on benefit use

Focus on
lowering cost
of capital
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Move closer
to the
customer

Retirement
plan
presence

Expand asset
availability and
services

Lifecycle
product
approaches

Benefit
personalization

Thank you
For questions please contact Investor Relations
+31 70 344 8305
ir@aegon.com
P.O. Box 85
2501 CB The Hague
The Netherlands
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Disclaimer
Cautionary note regarding non-IFRS measures
This document includes the non-IFRS financial measures: underlying earnings before tax, income tax, income before tax and market consistent value of new business. These non-IFRS measures are calculated by consolidating on a proportionate basis Aegon’s joint ventures and associated companies. The
reconciliation of these measures, except for market consistent value of new business, to the most comparable IFRS measure is provided in note 3 ‘Segment information’ of Aegon’s Condensed Consolidated Interim Financial Statements. Market consistent value of new business is not based on IFRS, which
are used to report Aegon’s primary financial statements and should not be viewed as a substitute for IFRS financial measures. Aegon may define and calculate market consistent value of new business differently than other companies. Aegon believes that its non-IFRS measures, together with the IFRS
information, provide meaningful information about the underlying operating results of Aegon’s business including insight into the financial measures that senior management uses in managing the business.
Local currencies and constant currency exchange rates
This document contains certain information about Aegon’s results, financial condition and revenue generating investments presented in USD for the Americas and GBP for the United Kingdom, because those businesses operate and are managed primarily in those currencies. Certain comparative
information presented on a constant currency basis eliminates the effects of changes in currency exchange rates. None of this information is a substitute for or superior to financial information about Aegon presented in EUR, which is the currency of Aegon’s primary financial statements.
Forward-looking statements
The statements contained in this document that are not historical facts are forward-looking statements as defined in the US Private Securities Litigation Reform Act of 1995. The following are words that identify such forward-looking statements: aim, believe, estimate, target, intend, may, expect, anticipate,
predict, project, counting on, plan, continue, want, forecast, goal, should, would, is confident, will, and similar expressions as they relate to Aegon. These statements are not guarantees of future performance and involve risks, uncertainties and assumptions that are difficult to predict. Aegon undertakes no
obligation to publicly update or revise any forward-looking statements. Readers are cautioned not to place undue reliance on these forward-looking statements, which merely reflect company expectations at the time of writing. Actual results may differ materially from expectations conveyed in forward-looking
statements due to changes caused by various risks and uncertainties. Such risks and uncertainties include but are not limited to the following:

Changes in general economic conditions, particularly in the United States, the Netherlands and the United Kingdom;

Changes in the performance of financial markets, including emerging markets, such as with regard to:
►
►
►



























The frequency and severity of defaults by issuers in Aegon’s fixed income investment portfolios;
The effects of corporate bankruptcies and/or accounting restatements on the financial markets and the resulting decline in the value of equity and debt securities Aegon holds; and
The effects of declining creditworthiness of certain private sector securities and the resulting decline in the value of sovereign exposure that Aegon holds;

Changes in the performance of Aegon’s investment portfolio and decline in ratings of Aegon’s counterparties;
Consequences of a potential (partial) break-up of the euro;
The frequency and severity of insured loss events;
Changes affecting longevity, mortality, morbidity, persistence and other factors that may impact the profitability of Aegon’s insurance products;
Reinsurers to whom Aegon has ceded significant underwriting risks may fail to meet their obligations;
Changes affecting interest rate levels and continuing low or rapidly changing interest rate levels;
Changes affecting currency exchange rates, in particular the EUR/USD and EUR/GBP exchange rates;
Changes in the availability of, and costs associated with, liquidity sources such as bank and capital markets funding, as well as conditions in the credit markets in general such as changes in borrower and counterparty creditworthiness;
Increasing levels of competition in the United States, the Netherlands, the United Kingdom and emerging markets;
Changes in laws and regulations, particularly those affecting Aegon’s operations, ability to hire and retain key personnel, the products Aegon sells, and the attractiveness of certain products to its consumers;
Regulatory changes relating to the insurance industry in the jurisdictions in which Aegon operates;
Changes in customer behavior and public opinion in general related to, among other things, the type of products also Aegon sells, including legal, regulatory or commercial necessity to meet changing customer expectations;
Acts of God, acts of terrorism, acts of war and pandemics;
Changes in the policies of central banks and/or governments;
Lowering of one or more of Aegon’s debt ratings issued by recognized rating organizations and the adverse impact such action may have on Aegon’s ability to raise capital and on its liquidity and financial condition;
Lowering of one or more of insurer financial strength ratings of Aegon’s insurance subsidiaries and the adverse impact such action may have on the premium writings, policy retention, profitability and liquidity of its insurance subsidiaries;
The effect of the European Union’s Solvency II requirements and other regulations in other jurisdictions affecting the capital Aegon is required to maintain;
Litigation or regulatory action that could require Aegon to pay significant damages or change the way Aegon does business;
As Aegon’s operations support complex transactions and are highly dependent on the proper functioning of information technology, a computer system failure or security breach may disrupt Aegon’s business, damage its reputation and adversely affect its results of operations, financial condition and
cash flows;
Customer responsiveness to both new products and distribution channels;
Competitive, legal, regulatory, or tax changes that affect profitability, the distribution cost of or demand for Aegon’s products;
Changes in accounting regulations and policies or a change by Aegon in applying such regulations and policies, voluntarily or otherwise, may affect Aegon’s reported results and shareholders’ equity;
The impact of acquisitions and divestitures, restructurings, product withdrawals and other unusual items, including Aegon’s ability to integrate acquisitions and to obtain the anticipated results and synergies from acquisitions;
Catastrophic events, either manmade or by nature, could result in material losses and significantly interrupt Aegon’s business; and
Aegon’s failure to achieve anticipated levels of earnings or operational efficiencies as well as other cost saving initiatives.

Further details of potential risks and uncertainties affecting Aegon are described in its filings with the Netherlands Authority for the Financial Markets and the US Securities and Exchange Commission, including the Annual Report. These forward-looking statements speak only as of the date of this document.
Except as required by any applicable law or regulation, Aegon expressly disclaims any obligation or undertaking to release publicly any updates or revisions to any forward-looking statements contained herein to reflect any change in Aegon’s expectations with regard thereto or any change in events,
conditions or circumstances on which any such statement is based.
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