






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%. 

Compound Interest

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 
losseslosses.
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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 

  













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 
market’s strong performance! 



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

7 Year Average 

  4.04%          7.35% 

Year Beginning 
Price 

Ending 
Price 

Gain or 
Loss 

Percent 
Gain or 
Loss 

PL’s 1 Year 

Return 

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% 



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

7 Year Average 

     6.27%        4.04%            7.35% 

Year S+P 500 
Percent Gain  
or Loss 

S&P 500 Index 
Percent Gain or 
Loss 

Pacific Life’s 
1 Year Index Account 

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% 



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% 

Possible Allocation Strategy  



PIA3-37 Continued on reverse...

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)1 
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 III (Policy Form #P08PI3) and Indexed Pacific Estate Preserver 
(Policy Form #P09IEP).

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  
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• 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)

Pacific Life Insurance Company

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:

Confidence 
Factors 1-Yr Account 5-Yr Account

Hi-Par 5  
Account

90% 6.64% 7.03% 7.19%

75% 7.13% 7.58% 8.05%

50% 7.56% 9.20% 9.78%

25% 7.99% 10.52% 11.17%

10% 8.38% 11.78% 12.70%

90% of the 240 segments 
sampled would produce at 
least the annual crediting 
rates shown or higher.
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The Mechanics of EIUL:
The Insurers’ Hedge Strategy

%1 = Bond Investment Return
(2‐3% of the total portfolio)

%2 = Hedge Strategy Return
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