Pacific Life's 1-Year Indexed Account Offers

h Potential with Guaranteed Market Protection
Pacific Life's UL 1-Year Credited Rates, 9/15/05 — 7/15/13

Pacific Life’s indexe d universal life insurance (IUL) products offer you death benefit you Gn aurrently earn interest aediting up to 12%2and not less than 0%.4That means

protection with cash value growth based onthe S&P 5007 index {endnotes on badk), steady performance during volatile markets, To demonstrate how indexed crediting

excluding dividends, without dire & market partidpation? and with guaranteed works, review the chart below fora history of the credited rates for our 1-Year Indexed

protection against negative returns. Through Pacific Life’s 1-Year Indexed Account, Accountfrom 9/15/05 to 7/15/13.°

Segment Start Date Segment End Date Index Growth Rate® | Segment Interest Rate
9/15/05 9/15/06 726% 7.26% 75407 7/15/08 -20.73% 0.00%
10415405 10/15/06 1538% 12.00% 8/15/07 8/15/08 -9.37% 0.00%
11/15/05 11/15/06 1292% 12.00% 9/15/07 9/15/08 -1964% 0.00%
1241505 12/15/06 1200% 12.00% 101507 10/15/08 -35 56 0.00%
141506 1415407 1161% 1161% 1115407 11/15/08 -A4062% 0.00%
2/15/06 2115707 1409% 12.00% 1215407 12/15/08 -40.83% 0.00%
3415406 315507 5.91% £.91% 1/15/08 1/15/09 -0 50% 0.00%
4415708 4415707 142 5% 12.00% 2/15/08 2/15/09 41 49% 0.00%
5415408 5415407 16.12% 12.00% 2/15/08 2/15/09 41 47% 0.00%
£/15/06 6/15/07 2381% 12.00% 4/15/08 4/15/09 -36.65% 0.00%
7715406 715407 2535% 12,0085 5415708 5415409 -36 60% 0.00%
8/15/08 8/15/07 12 48% 120005 £/15/08 6/15/09 -32.09% 0.00%
91506 2/15/07 12 76% 12008 FA5/08 741509 -26. 250 0.00%
1041506 10415407 13.12% 12,0085 8/15/08 8/15/09 -22.34% 0.00%
11/15/086 11415407 5.55% 555% 9/15/08 9/15/09 -12.02% 0.00%
12/15/06 12/15/07 2.98% 298% 10/15/08 10/15/09 942% 9.42%
1715407 1/15/08 -1.09% 004 11/15/08 11415409 2703% 12.00%%
21507 25408 -7319% 0.00R4 12/15/08 12/15/09 2827% 12.00%
341507 315408 -7.149% 0.00R4 1/15/09 1415410 36 30% 12.00%
441507 4/15/08 -9.54% 0.0 2/15/0% 2715410 38.74% 12.00%
5/15407 5/15/08 -6.29% 0.00% 3/15/09 31510 5261% 12.00%
&/15/07 £/15/08 -1069% 0.00% 4415409 4415410 43 87% 12.00%
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Segment Start Date Sagment End Date Index Growth Rate | Seqment Intanast Rate Sagment Start Date Segment End Date Index Growth Rate | Segment Intanest Rate
5/15/09 55410 27017% 12.00% 1511 1/15412 0.03% 0.03%
6/15/09 6/15/10 17 96% 12.00% 2151 271542 1.36% 1.36%%
715009 7540 2090% 12.00% 351 315412 7.55% 7.50%
8/15/09 8/15/10 750% 7.50% 441511 411512 4.19% 4.19%
9/15/09 /1510 6.84% 6.84% A5 55N 2 06 067
1041509 10415410 7 49% 7.49% B/15/11 61512 3.20% 3.20%
1141509 11A15/10 797% 7.97% TA5M 7512 342% 3.42%
12/15/09 12/15/10 11.44% 11.44% 81511 8/15/12 16.56% 13.00%
01/1510 0115/ 1261% 12.00% 9151 91512 23319 13.00%
021510 024511 2169% 12008 104151 10715412 1760% 13.00%
031510 35/ 1268% 12008 114151 11715412 8. 29% B.29%
0415710 4415411 8 58% B 5E% 1215/ 12/15/12 1665% 13.00%
571540 55411 17.06% 12008 141512 171513 1368% 13.00%
6/15/10 6/15/11 18.79% 12.00% 2415412 271513 1265% 1265%
750 751 19.51% 12008 3415412 3153 1212% 12.12%
8/15/10 6/15/11 11.59% 11.5%% 415712 4715713 1335% 13.00%
9/15A0 9/15/11 £5.03% 6.03% 541542 5153 2331% 13.00%
1041510 1041517 4.33% 4.23% 6/15/12 B15/13 22390 13.00%
1141510 11/15/17 4.51% 4.51% 7152 753 2479% 13.00%
12/15/10 12/15/17 -2 409 0.0

4 fn BA, the Guaranteed Minimum dnnaal Rave is 1%, The 196 ir earned daily and credited monthly.

5 Historival returns are no guarantee of future performance. Historical Segment Growth Rates are baved on
Pocific Life Jasurance Company’s Pacific Indexed Accumulator (F14, Poltcy Form #POSPIAY and Pocific Life
Jnsurance Com pany’s Pacific Jnd exed Accumwlater T (PTA T, Policy Form RPOSPIA), which are ne fonger avail-
able for sale. New saler are only available with Pacific Lift Tnsurance Company’s Pacifie lndexed decumulacor 4
(Policy Fora HPI1DM4, form B bared on state in which poicy i issued), Pacific Indexed Perforener LT (Dolicy
Form RPIIPE, form # based on state in whish poficy i issued), and Pocific Life Jusarance Company s Jndexed
Pocific Estate Preserver (IPEE, Policy Form #POGIER).

& fndex Groweh Rave i the ClewingValue of the Jadex ar of the dgr before the beginning of the Seqment Tora,

1 5&F Standard & Poors, and SEL 500 are registered trodemarks of Standard & Poors Bnancial Sexvices LLC
(“S&F7) and Dow Jones is a registered trademark of Dow Jones Trodemark Holdings LLC ("Dow fones™). There
tradem arks have been licensed for use by SEP Dow Joner Indices LLC and have been subficensed for certain pur-
poces by Pacific Life Inrarance Com pany (“Licensee™). The SAL 500 index har been Livensed for use by Licensee.
The bfe imrurance product i not sponsored, end orved, sold, o promoted by S Dow Jones Tndicer LLC, Dow
Jones, S&F or their respective affiliater. Nowe of these parties make any representation regarding the advisabil-
ity of investing in such Product.

2 The policy doer wot directly participate in any stock or equity investa ents.

3 Guaranteed Mintmum Growth Cap of 3%. Jn BA, the currene Groweh Cap i 1 2% with a 1'% Guaraniesd

Minimoam Bate.




Pacific Life’s 1-Year International Indexed Account

Available with Specific Life Instrance Products’
f-Year Seqgment Returns, 02/15/207 110 03/15/13

Pacific Lifes 1-¥ear International Indexed Account offers one of the broadest mnges of Pacific Life weights the crediting of eachindex” evenly, with the full 1008 participation
international indexes in any com posite, comprised one-third each of the Hang Seng,2 rate of cach index’s one-year performance, excluding dividends, counting up to thecur-
W1 Emerging Markets,? and EURCHSTCHK 50™ indexes, all excludingdividends. It offers rent Growth Captand not below the (86 guaranteed minimum rate. The results are then
the only exchsively intemational composite with an emenrging markets index. averaged to produce the indexed accounts final interest crediting mte.

The 1-¥ear International Indexed Account’s final interest arediting rate as demonstrated among indexes for a one-year time period,

Seguent Haturity Date scr Idex it

3151 341512 0.00% 000% Q00 000

41511 4/1512 0.100% 000% 000% 000%

5151 54152 0.00% D00 QU0 D00

615411 &/15/12 0.00% 000 Q00 000

157 111512 0.00% 000% D00% 000%

315411 8715412 0.00% 000 Q00 000

915411 915412 0.16% 000 464% 160%
1041511 10715412 3.32% & A46%h 1300% 226%
11415 11741512 1200% &.308% 5.50% 8.20%
124151 12415412 9.9N% 0.38% S0E% £.12%

1115412 1415713 1200% 12,008 1300% 1200%
252 211513 1300% 1. 14% 1300% 1238%
31542 341543 1193% 1.80% S91% &.55%

¥ The current growth eqp was 13% on Segments created before Feb 200 200 2. e will be 1 2% on Segements created on and gfter Feb 200 2.
F Each index reflects its one-pear performance excluding dividends, applied up & the current growth cap and 0% guaranteed mindmn rate. The awrage of all thiee indexes is applied at Seqaent
Marurigy ar the fInal interest crediting rave refleceed i the last colunn,



Compound Interest

Compound interest plays an integral part in your retirement strategy. You don’t need to focus on high annual crediting rates.
Instead, use the power of compound interest and focus on consistent, attainable crediting rates over time. Below is an example
assuming a $1,000,000 investment earning a steady 7.50% interest. By the end of year 20, the effective yield is almost 30%.

7.5% interest
on $3,951,489 _ $296,362

Interest
7.5% interest
on $1,917,239 l
7.5% interest $143,793
on $1,075,000 1 Interest _
Cumulative
7.5% interest Earned Interest

$ 2,951,489
on $1,000,000 $80,625 Interest :
Cumulative

: Earned Interest
$75,000 Interest e e $917,239
Initial Initial Initial Initial
$1,000,000 Contribution Contribution Contribution Contribution
Initial Contribution End of Year 1 End of Year 2 End of Year 10 End of Year 20
Total Value: Total Value: Total Value: Total Value:
$1,075,000 $1,155,625 $2,061,032 $4.247.851

Effective Yield: 7.50% Effective Yield: 8.06% Effective Yield: 14.37% Effective Yield: 29.63%

No particular investment is shown in the example. Results are based on a hypothetical rate of return compounding tax deferred.
The effective yield assumes that you reinvest interest payments once you receive them.



Put the Power of Zero to Work...

Clients today are concerned about preserving wealth. They are scared to start investing.
With an Indexed Universal Life contract they can stop worrying over interest credit
losses.

Growth potential : Power of Zero : Added benefit
When the index i When the index percentage : No need to recover from
percentage change i change is negative for the : hegative returns:
. . e 1 . Since the indexed accounts never
is FJCII-SI-‘I.'.IVE-' for the speglfled indexed term: earn a negative interest rate, you
specified indexed term: ¢ Tﬂe L S e e never have to recover from losses
Money in the indexed 0% rather than a negative rate. before you can benefit from a
accounts will be credited : This prevents loss of principal positive index percentage change.
a positive interest rate. i and previously earned interest, : )
: i keeping the account value intact.
%200,000
175,000

150,000
B Account value

S&P 500 Index 125,000
percentage change

EEE  Interest cap 100,000
20% 3
This hypothetical 75 000 s
@xample dssLUMmes: ! 15 E
@
s 100,000 premium @ 50,000 12 E
allocated to a = 8 =
Point-to- Point = §
Indexad Account! E 25,000 a z
= Interest cap of 12% 2 0 >
= No withdrawals < 0 E
-4 =
=]
-8 2
12 &

0 1 2 3 4 5 6 7 8 9
Indexed term



CAPTURE! "ACHIEVE RETURNS", NOT "BEAT-THE-MARKET"
{oarcent of gains needaed fo meelt markset refurns) 100%
100%%
2 90 % -
= g 80% 84%
£ =
L3 o
= = T0%
=3 69%
25 B0 %
w 55 o
= <E  sow% 24 %
R
=R A40%5
25 40%
EE 30%4
]
£ 20%
& @
== 10%
0%
0% 20% 40% 50% 80%% 100%
LOSSES
(i the porffofio experiences this 9% of losses in dowrn months in the sfock market)
Cloplrright 2006-2070, Crestrront Ressarch www. CrestrnontResearch. corrl

The stock markef Is rmuch ymore volalile than most investors realize. Two volafilify grayniins--the disproporionate mpact of losses
and the fricfion loss from the dispersion of refurns--significanths reduce fhe compounding of refurns. Many absoiufe refurn-
oranted investimaent strategies recognize this dvynamic and seek fo enhance Investors’ compounded refurns by providing a more
rsk-managed and consistent refurn profile. "Capture™ is one way o measure and llustrate the effectiveness and benafif of this
approach. Ywhereas the ‘relafive refurm’ investor (fracking sfock markel Indexes) will generally expariehce T00% of {he downside
and f00% of the upside fo achieve wmarkef refurns, the ‘abzolufe refurn’ invesfor only needs a fraciion of {he upside when
downside losses are liymited. The praph above lusirates just how liffle of the upslide s needed o mailch stock markef refurns over
fime and it demonsitraies the wayv that many absolute refurn strategies exceed sfock marke! refurnms withoul having fo "beaf-the-
market" aach vear. ..

Copneright 20068-2070, Crestrmont Research (www CresfrmontResearch. ool
Crestmont Research (www.crestmontresearch.com- Dr. Easterly research comparing Hedge Funds to S&P 500

Article: Rowing the Roller Coaster: Hedge funds captured 30% of down markets (-10% = -3%); 55% of up markets.
If you eliminate 40% loss’s and capture 69% of the up markets you are getting 100% of the S+P 500

With IUL that has a zero floor you only need 25% of the gains to beat the S+P 500



ndered R Ve

» Tax-deferred growth
[Lﬁﬁ@ * Adds another option for
some liquidity
Insurance + Accumulated Value
protected from market
declines

*Subject to credit visk.
*¥ Toxfree income assumes, among other things: (1) withdrow ols do not excesd tax basis [generally, premiums poid fess prior withdrawalk): (2) policy remains in force

until death; (3) withdrowals taken during the first 15 policy yenrs do not occur at the time of, or during the two vears prior to, any reduction in bengfits: and (4) the
policy does not become o modified endowment contract, See IRC §§ 72, 77027 8], F702A. Any policy withdrawals, loons and loan interest will reduce policy values

and maoy reduce benefits.



S&P 500° |

Historical Annual Retur;
S&P 500% index historical - al period 12/15/19¢€ R

Past performancais G L 20 Yr. Average Return: 11.05%
30 Yr. Average Return: 9.39%
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Source: S&P SO0 index without dividends,



Impact of 0% Floor and 12% C
S&P 500°® index Historicall

This hypothetical example is meant to demonst
cumulative returns of 1) S&P 500®index (exclud
Cap over the historical period of 12/15f2000

es the
Urrent Growith
=

: 2% |
ey Cap . )

1.44% 0.00%

12.00%
0.00% 0.00% 0.00%

Cumulative Returns

20 -4.44% R, i ] -1 4 Cumelotive return
- 12.67% 11-82%
o - -2.40%
e 17.32% 28.27%
— R Y P e T v Annuce retum LQ_ =
. 20 2003 — - — ; A Ty
B S&P 500%® index Cumulative Return, 0% Floor, 12% Cap M S&P 500%® index Cumulative Return

This graph is a hypotheteal dapiction meant to demonsirate how the S&P 5002 index would have been affected by a 0% Fioor and a T2% current Growth Cap on a curmuiative retumn
fhasts Past performance of e S&F 5009 s not indicative of future results. The rates here are fynothelical and not representative of any indexed universal iife insurance produdt, as they
dp not consider the effacts of ife insurance polcy charges. The actual Wistorcal growt cap, pardcination rate and foor of #is product, had | been avaliabie, over the perod analyzed
mighit have bean figher or lpwer an assumed, and fikely would fave fuctusted with mamet conditions, sufyect o product guarantees, The curment Growth Cap is aifected by the current
mamet enwionment such as the life insurance company’s deciared credifing rate and the cost of the options used (o suppor & indered accout



$10,000 Lump Sum Invested

S&P 500 index vs. S&P 500® index
$10,000 lump sum invested S&F S00® (without div

Hypothetical example does not reflect the Impac oy charg : gy 3
. ll!ﬁ!ﬁaﬁﬂiﬁill

20,000 .
16,000
12,000
8,000
4,000
“"’"SSBI 3"”" 6,43&' T-B‘I gt 1""“"I WI ronf] scieggasss

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

M S&P 500° index M S&P 500° index with 0% Floor +12% Growth Cap

Thiz gragh iz o hypothetical depiction meant to demonstrate how the S&P 5009 [ndex would hove been affected by o 0% Floor and o 12% current Growth Cop on o
ctimeative return bosis. Past peformonce of the S&F 50092 s not indicative of future results. The rates here are hypathetical and not representative of any indexed
universal life insurance product, as they do not consider the gfects of life insurance charges. The actual historicol growth cop, participation rate ond floor of this
product, had it been availoble, over the pedod onolyzed might have been higher or lower than assumed. ond kel would hove fluctuoted with market conditions,



$10,000 Invested Annually —
S&P 500® index vs. S&P 500°® index C:
2000 — 2012 510000 invested annually

Hypothetical example does not reflect the ir

37.5% Greater

r
.,,'rJ
K

200,000 |~

144,366

150,000

118.899
108,899

95,749
75,490 17.10

24,05

100,000

61,376
44,800 =*%

50,000 | 54,128
30,000
20,000 374
10,000 85,53
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2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

M S&P 500° index M S&P 500" index with 0% Floor + 12% Growth Cap

This graph s a hypotheticod deplction meant to demonstrate how the 5&F 5009 index would have been affected by o 0% Floor and o 12% current Growth Cop on o
ot mulative return bosis. Post peformance of the S&F 5002 s not indicative of future results. The rates here are hypotheticad and notrepresentative of any indexed
universol life insuronce product, os they do not consider the gfects of life insuronce charges. The actual historical growth cop, particip ation rate and floor of this
product, had it been availables, over the period analyzed might have been higher or lower than assumed, and kel would have fluctuoted with market conditions,



S&P 500 Index Yearly Returns
Note: Positive Return in 28 of last 37 Years

Investors pulled money from stock
mutual funds in 2012 for the sixth
consecutive year, despite the stock

Year| Beginning Price| Ending Price| Gain or Loss| Percent Gain or Loss
1975 68.56 90.19 21.63 31.35%
1976 20.19 107 46 19.15 19.15%
1977 107 46 95.10 12.36 -11.50%
1978 95.10 06.73 1.63 1.71%
1979 96.73 107 .94 1121 11.59%
1980 107.94) 133.76 27.82

1981 135.76) 12255 13.21

1982 122.55 140.64 18.09

1933 140.64 16493 2429

1934 164.93 16724 231

1935 16724 21128 4404

1936 211.28 24217 30.89)

1937 24217 247.08 491

1938 247.08 27772 30.64

1939 27172 35340 75.68 2
1990 353.40 330.22 23.18 567
1991 33022 417.09 86.87 26.31%
1992 417.09 43371 18.62 4.46%)
1993 43571 466.43 30.74 7.06%
1994 466.43 45027 -1.18 1.54%
1995 43927 615.93 156.66] 34.11%)
199§ 613503 740.74 124.81 20.26%)
1997 740.74 970.43 229.69 31.01%)
199§ 970.43 122023 238.80 26.67%
1999 122023 146025 240,02 19.53%
2000 1460.25 132028 -148.97 10.14%
2001 132028 1148.08 -172.20 13.04%
2002 1148.08 870.82 -268.26 23.37%
2003 870.82 1111.92 232.10 26.38%
2004 1111.92 1211.92 100.00] 8.00%
2005 1211.92 1248.29 36.37 3.00%%
2006 1248.29 1418.30 170,01 13.62%
2007 1418.30 1468.36 50,06 3.53%
2008 1468.36 903.23 563.11 38.4%%
2009 803.25 1115.10 211.85 23.43%)
2010 1115.10 1257.64 142 54| 12.78%
2011 1257.64 1257.60 -0.04 0.00%%
2012 1257.60 1426.19 168.59 13.41%

market’s strong performance!



S&P 500 End of Year Index (no dividends) vs.
Pacific Life’s Index Returns (December 15th)

Year |Beginning [Ending |Gain or |Percent |PL's 1 Year
Price Price. |Loss |Gainor |Return
Loss
2006 | 1248.29/1418.30| 170.01| 13.62% 12.00%
2007 | 1418.30/1468.36| 50..06| 3.53% 2.98%
2008 | 1468.36| 903.25| -565.11| -38.49% 0.00%
2009 903.25| 1115.10| 211.85| 23.45% 12.00%
2010 1115.10(1257.64| 142.54| 12.78% 11.44%
2011 | 1257.64/1257.60| -0.04| -0.00% 0.00%
2012 | 1257.60/1426.19| 168.59| 13.41% 13.00%

4.04%

[/ Year Average

'
7.35%




S&P 500 End of Year vs.
S&P 500 End of Year Index (no dividends) vs.
Pacific Life’s Index Returns (December 15th)

Year  |S+P 500 S&P 500 Index Pacific Life's
Percent Gain Percent Gain or 1 Year Index Account
orlLoss Loss Percent Gain

2006 15.74% 13.62% 12.00%

2007 5.46% 3.53% 2.98%

2008 | -37.22% -38.49% 0.00%

2009 27.11% 23.45% 12.00%

2010 14.87% 12.78% 11.44%

2011 2.07% -0.00% 0.00%

2012 15.88% 13.41% 13.00%

6.27% 4.04% 7.35%

/7 Year Average



6 Choices for Growth Potential
Whether your clients think growth may occur in the US, or abroad, modestly or robustly, Pacific Life’s indexed
universal life insurance products have accounts for a range of conditions,

Indexed Credit Applied

Account Currently Credits... atEnd of... Good for... Watch out for...
Pyerage of 3 international indexes'1-year
thange after each is applied to 100% P
1-Year particpation rate, 13% growth cap, and Balancing policy’s cediting potential | |- P O BOWHL
International™ 0% quaranteed minirmum fate (floor). 12 morths withan interational option whichmay n?teﬂ?: eadord|
Hang Seng® + EURD STOXX 5%+
WS Emerging Markets™
150% of S&P 500% index's? gains S " :
1¥ear . ’, Achieving higher crediting rates Robust S&P 500% growth will be
High Parff apple p 1 11% growthcap {ca); 12 mnth from modest S&P 500% gains limited by current 11% Cap
0% quaranteed floor
. 100% of S&P S00% index s gains up 1o o o Robust S&P 500% growth will be
Hear? 13% cap; % quaranteed floor 12 morths I ETRATE IR limited by current 13% Cap
o Lt Capturing more of S&P 500% gain Income needs wittin 2 years;
2-Yearfit 10036 UtESB%Z’SES Ilggfextsjagrzlgégzefagg}:ears M months than 1-fears and crediting more | may not capture frequent gains of
pro2ch tp: g frequently than High Par 5-Year e remely volatile markets
- e Income needs within 5 years;
High Par 115% of S&P 500 Index's gains over 5 vears , ) !
60 months Making the most of extended exremely volatile markets
i H . t
e o caph 0% quaranteed ot tobust S&P 500° gains may resultin extended periods
of 0% crediting

Possible Allocation Strategy
High Par 5 Year 30%
2 Year Indexed Account 10%
1 Year High Par Indexed Account 20%
1 Year International Account 10%
1 Year Indexed Account 20%
Fixed Account 10%




Illustrating Indexed Universal Life
Insurance with Confidence

The Power of the Market, the Security of Guarantees — In Your Hands.

When markets fluctuate, clients may flee to safety. However, in doing so, they can miss out on significant market recoveries.
Consider that the S&P 500® Index regained an impressive 17.03% from December 31, 2008 to September 30, 2009 after
being down a significant -35.8% overall in 2008.

How can you help clients capture market recoveries while sidestepping market crashes?

Pacific Life Indexed Universal Life (IUL) insurance policies let clients capture the S&P 500's performance (excluding dividends)!
up to the Indexed Accounts’ Growth Caps and limit losses to the Guaranteed Minimum Interest Rates.2 Doing so provides
competitive upside potential with downside guarantees. See the chart below for average hypothetical crediting rates in each
Indexed Account available in Pacific Indexed Accumulator Il (Policy Form #P08PI3) and Indexed Pacific Estate Preserver
(Policy Form #PO9IEP).

What rates can your clients expect?

Below is a hypothetical example of each Pacific Life Indexed Account’s 40-year hypothetical average crediting rate from
1/15/1970 through 12/15/2009. These rates were determined using an average of annual returns from 240 individual annual
Segments, each created monthly from 1/15/1970 through 12/15/1989 and held and reinvested in each respective Indexed
Account for 20 years with the last Segment maturing on 12/15/2009.3

10 9.76 %
9.18%

#7.55%

* 1-Year Indexed Account (12% current Growth
Cap, 0% Floor, 100% Participation (Par) Rate)

* 5-Year Indexed Account (Point-to-Last Year
Average, No current Growth Cap, 1% Annual
Floor, 100% Par Rate)

¢ High Par 5-Year Indexed Account (Point-to-Last
Year Average, No current Growth Cap, 0% Floor,
110% current Par Rate)

40-Year
1970-2009

How Confident Are We in Those Rates?

For many clients, averages alone might not provide enough confidence in the illustrated rates. Using the same assumptions
outlined above, we can determine the likelihood of various interest crediting rates occurring. We refer to this likelihood as a
Confidence Factor. Consider the Confidence Factors in the table below:

fi
90% of the 240 segments Confidence

Factors 1-Yr Account | 5-Yr Account

sampled would produce at I 90% 6.64% 7 03% 7 19%
least the annual crediting
) 75% 7.13% 7.58% 8.05%
rates shown or higher.
50% 7.56% 9.20% 9.78%
25% 7.99% 10.52% 11.17%
10% 8.38% 11.78% 12.70%

(3 PACIFIC LIFE

Pacific Life Insurance Company

PIA3-37 For Insurance Professional Use Only. Not for Use with the Public. Continued on reverse...



Hypothetical Investment Strategy
for Indexed UL Products

$ 1,000
$ 948 $ 52
.-’"-‘_--“'-\ )
< Options Market
— 6.0% Average Rate
Bonds
& -__.5% Expense Charge Notional Value = $1,000
ortgages _
. 5.5% Credit Rate
e BUY Call Option ~ §72

Strike Price = 100%

SELL Call Option $ 20
Strike Price = 112%

Net Cost $52

$1,000



The Mechanics of EIUL:
The Insurers’ Hedge Strategy

Premium

_y

)

Bond
Portfolio

—

)
Fixed

Account
Credit
Rate

%2 = Bond Investment Return

(2-3% of the total portfolio)

%2 = Hedge Strategy Return

)
Hedge

Strategy
(Call
Options)

—

—

)
Indexed

Account
Credit
Rate

—

Factors Determining Growth Cap Rate

)
Hedge

# Strategy
h Provider

—

Call Options
Provide :
< Potential Up Market Gain
(the growth cap)

> Down Market Protection
(the growth floor)

QAMPION AGENCY,INC,
{nnovaive sevies for insurance biokers





