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Introducing CapMax℠, a revolutionary new way to create growth potential. The 

patent-pending CapMax crediting methodology is available exclusively on 

SecureLiving® Index Annuities and was launched December 3, 2012
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Why is there a need for a new crediting strategy? Since 2008, Annual Cap 
Rates have been on a steady decline. CapMax gives your clients the 
opportunity to create more growth potential. 
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How is CapMax revolutionary? Instead of locking in gains after one year, 
CapMax allows clients to roll forward current year interest in exchange for 
the ability to multiply the next year’s growth potential. 

Let’s take a look at some new terms that are used with the CapMax crediting 
strategy: 

Roll Forward Percentage: This is the concept of exchanging the current 
year’s interest for the ability to increase next year’s growth potential. 

CapMax Multiplier: Create up to 3 times the growth potential for the following 
year by exchanging immediate credit of interest up to the annual cap this 
year for the multiplier of the following year cap. 

Total Credit Option: During the annual allocation period, your client will 
always have the option to take the entire interest credit available to the 
contract, including any multiplied gains, if applicable. 
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Let's walk through how CapMax works.  In this hypothetical example, we are comparing a 
$100,000 contract using the Annual Cap Strategy with the Annual CapMax Strategy. This 
example assumes that the Index change was up 3.5% for 3 years.  In the Annual Cap 
Strategy, the capped index change of 3.5% is added to the contract value each year.  With 
the Annual Cap Strategy, at the end of the 3 years, your client’s contract value is $110,872.

In the CapMax Strategy, the Annual Cap is the same 3.5% and the CapMax Multiplier starts 
at 1.  Because the Index had a positive gain at the end of Year 1 – in this example, 3.5% -
the available credit after the first year is 3.5%.  This Available Credit is rolled forward, 
instead of being credited to the contract, and is exchanged to create the second year 
multiplier of 3. 

In the second year, the Index is up again and the Capped Index Change is still 3.5%.  This 
time the Capped Index Change is multiplied by 3 – the CapMax multiplier – to create a total 
Available Credit of 10.5%. In the CapMax strategy, a portion of the Available Credit up to the 
annual cap is rolled forward in exchange for the CapMax Multiplier for the next year and the 
remainder, in this case 7%, is credited to the contract value.  You can see at the end of 2 
years, both strategies have similar contract values. But, the CapMax strategy has created 
another 3 times multiplier for the third year.  

In year 3, the Index is up again by 3.5%, the Capped Index Change is 3.5%, the CapMax 
Multiplier is 3, and the client’s Total Available Credit is again 10.5%. By default, 3.5% is 
exchanged to create the following year’s CapMax Multiplier and 7% is credited to the 
contract value. In this example, the contract value at the end of year three is $114,490 .  
When compared to the Annual Point-to-Point strategy contract value of $110,872,  resulting 
in 33% more growth. 
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The previous slide shows what happens if a client elects to continue rolling forward each 
year. But what happens if a client decides to take the Total Credit Option in year 3? 

The process for years 1 and 2 remain the same: 

In year 1, the CapMax Multiplier starts at 1.  Because the Index had a positive gain at the 
end of Year 1 – in this example, 3.5% - the available credit after the first year is 3.5%.  This 
Available Credit is rolled forward, instead of being credited to the contract, and is exchanged 
to create the second year multiplier of 3. 

In the second year, the Index is up again and the Capped Index Change is still 3.5%.  This 
time the Capped Index Change is multiplied by 3 – the CapMax multiplier – to create a total 
Available Credit of 10.5%. In the CapMax strategy, a portion of the Available Credit up to the 
annual cap is rolled forward in exchange for the CapMax Multiplier for the next year and the 
remainder, in this case 7%, is credited to the contract value.  You can see at the end of 2 
years, both strategies have similar contract values. But, the CapMax strategy has created 
another 3 times multiplier for the third year.  

In year 3, the Index is up again by 3.5%, the Capped Index Change is 3.5%, the CapMax 
Multiplier is 3, and the client’s Total Available Credit is again 10.5%. This time, however, the 
client decides to elect to take their Total Credit Option and credits the 10.5% to their 
contract, resulting in a contract value at the end of year 3 of $118,235 versus ending 
contract value of $110,872 in the Annual Point-to-Point Strategy. Effectively, achieving 
67.7% more growth over the same period. 

In this example, since there is nothing rolled forward from the third contract year, the 
process starts over and the CapMax Multiplier is reset to 1.0 for the fourth contract year.
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Let’s look at taking the Total Credit Option another way: 

In year 1, the CapMax Multiplier starts at 1.  Because the Index had a positive gain 
at the end of Year 1 – in this example, 3.5% - the available credit after the first year 
is 3.5%.  This Available Credit is rolled forward, instead of being credited to the 
contract, and is exchanged to create the second year multiplier of 3. 

In the second year, the Index is up again and the Capped Index Change is still 
3.5%.  This time the Capped Index Change is multiplied by 3 – the CapMax 
multiplier – to create a total Available Credit of 10.5%. In the CapMax strategy, a 
portion of the Available Credit up to the annual cap is rolled forward in exchange for 
the CapMax Multiplier for the next year and the remainder, in this case 7%, is 
credited to the contract value.  You can see at the end of 2 years, both strategies 
have similar contract values. Due to compounding, the Annual Point to Point 
strategy has effectively credited 7.1% to the contract value, while CapMax strategy 
has credited 7.0%. But, the CapMax strategy has created another 3 times multiplier 
for the third year.

In year 3, the Index is up again by 3.5%, the Capped Index Change is 3.5%, the 
CapMax Multiplier is 3, and the client’s Total Available Credit is again 10.5%. This 
time, however, the client decides to elect to take their Total Credit Option and 
credits the 10.5% to their contract, resulting in a  compounded return of 18.2%, 
versus 10.9% in the Annual Point-to-Point Strategy.

Since they took the Total Credit Option, the process starts over and the CapMax 
Multiplier is reset to 1.0 in the following year
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Now let's see how the CapMax strategy performance compares to the 
Annual Cap strategy in favorable and unfavorable periods.  

During the years of January 1, 1992 and December 31, 2001, the S&P 500 
Index had multiple years of positive growth and was up 175% at the end of 
that ten year period. 

Let’s assume your client’s beginning contract value was $100,000. At the 
end of the ten-year timeframe shown, the contract value in the CapMax 
strategy would be $140,255 compared to the Annual Cap contract value of 
$127,288.  The CapMax strategy showed 47.5% more growth over the 10 
year period.
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The CapMax strategy is most effective in periods of at least three years of 
consecutive positive Index growth. So, you may be asking, “how often does 
this happen?” 

We took a look at the percentage of rolling seven- or ten-year periods since 
1928 where the S&P 500® Index had at least one three-year period of 
consecutive positive annual Index growth. We found that 71% of seven year 
periods, there was at least one three year period of consecutive positive 
Index growth. For the ten-year periods since 1928, that percentage 
increases to 86% of the time. 
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But what happens in an unfavorable period: 

Consider January 1, 1999 through December 31, 2008 when the S&P 500® 
Index had a negative return of 26.5%. During that timeframe that same 
$100,000 in the CapMax strategy would be $129,246 compared to the 
Annual Cap contract value of $122,333.  The CapMax strategy still 
outperformed the annual cap strategy at 31% more growth over the 10 
year period.
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So far we have looked at what would happen if the CapMax Annual Cap was 
the same as an Annual Point to Point Cap Strategy. How would CapMax 
perform over that same period of positive period of S&P 500® Index 
performance if the caps were not the same? 

Using a 2.5% Annual Cap for CapMax and 3.0% for Annual Point-to-Point 
and a beginning contract value of $100,000, at the end of the timeframe, 
CapMax would result in an ending value of $127,628 versus $122,987 –
20% more growth. 
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Using the same 2.5% Annual Cap for CapMax and 3.0% for Annual Point-to-
Point during the same unfavorable period, the CapMax crediting strategy 
would have still outperformed the annual point to point strategy. Using a 
beginning contract value of $100,000, at the end of the timeframe, CapMax 
would result in an ending value of $121,551 versus $119,405 – still 11% 
more growth. 
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At the end of each contract year, during the 21-day reallocation period, your 
client can elect to exercise their Total Credit Option. Exercising the Total 
Credit Option will credit all interest earned instead of exchanging a portion 
for a higher CapMax Multiplier in the following year. When the Total Credit 
Option is elected, the client remains in the CapMax strategy, and the 
CapMax Multiplier resets to 1.0 and the process restarts. 
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Just as with other crediting strategies, a client allocated to the CapMax 
strategy retains their annual options. At the end of each contract year a 
client who chooses to remain in the Annual CapMax Strategy can either 
continue with the default of rolling forward a percentage of their interest 
in exchange to create next year’s CapMax Multiplier or exercise their 
Total Credit Option. A client can also increase or decrease their allocation 
to the CapMax strategy. If a client increases, the Total Credit Option is 
applied to existing funds in the strategy and the CapMax Multiplier resets 
to 1.0. If a client chooses to decrease their allocation to CapMax, the 
Total Credit Option is applied to the funds exiting the strategy. Remaining 
funds continue with the default of rolling forward. 
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So who is CapMax designed for? The Annual CapMax crediting strategy is 
designed for clients who seek the potential for greater growth than with other 
existing crediting options. Further, they want to both protect their retirement 
assets with the protection a fixed index annuity provides, while taking 
advantage of the potential for multi-year market gains, at the same time. 
CapMax is also designed for clients who have a positive view of the Index 
and believe the Index will return consecutive years of positive growth. 

But CapMax isn’t for everyone. CapMax is not designed for clients who are 
less optimistic about the Index and believe it will fail to achieve consecutive 
years of positive growth and who are not prepared to exchanged immediate 
credit of interest to their contract value for the opportunity to multiply future 
growth potential. 
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To recap, the Annual CapMax crediting strategy available exclusively with 
SecureLiving® Index Annuities is a revolutionary new methodology that 
allows the opportunity to roll forward current year interest in exchange for the 
ability to multiply next year's growth potential.
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