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Redefining Asset & Income Protection
How to reframe disability insurance to engage clients
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Good afternoon, and thanks for joining me today as we discuss one of my favorite topics . . . Disability income insurance. Since leaving active duty 35 years ago, I have worked in and around insurance, and insurance agents/brokers, and been lucky enough to work with and study some great producers.  However, despite the many successes my company, and others, have had in slowly increasing the sales over the years, we still are failing in our efforts to bring disability insurance to the mainstream . . . And that is a shame.  So today, we are going to look at a different way to address the needs of the majority of working Americans, and their families.  We will always have the statistics and the various ‘sales ideas’ that you and I have used and taught through the years.  But I think it is time to look at a different approach.  I want to give Scott McCarthy, our RVP for the western United States credit for the leg work on this presentation.  The ideas expressed here have reflected my thoughts about how we need to approach the sale of disability income insurance, but Scott did a tremendous job putting it together. Let’s dive into it.


Disclosures

In approved states, DInamic Foundation (forms 4501NC, 4502GR and 4503NCBOE) and
DInamic Fundamental® (form 4504LS) are issued by Ameritas Life Insurance Corp. In New
York, DInamic Foundation (forms 5501-NC, 5502-GR and 5503NCBOE) and DInamic
Fundamental® (form 5504-LS) are issued by Ameritas Life Insurance Corp. of New York.
Policy and riders may vary and may not be available in all states.

This information is provided by Ameritas®, which is a marketing name for subsidiaries of
Ameritas Mutual Holding Company, including, but not limited to: Ameritas Life Insurance
Corp., 5900 O Street, Lincoln, Nebraska 68510 and Ameritas Life Insurance Corp. of New
York, (licensed in New York) 1350 Broadway, Suite 2201, New York, New York 10018.
Each company is solely responsible for its own financial condition and contractual
obligations. For more information about Ameritas®, visit ameritas.com.

Ameritas® and the bison design are registered service marks of Ameritas Life Insurance
Corp. Fulfilling life® and DInamic Fundamental® are registered service marks of affiliate
Ameritas Holding Company.

© 2020 Ameritas Mutual Holding Company.
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The normal disclaimer that I am yet to read.


Starting the Conversation

* Engaging clients can be challenging.

* Typical approaches to “DI” may be the root cause:
* Fear based selling.
* Negative language, focusing on the loss.

* Presented as a secondary solution.

» Typical results leave producers and clients
dissatisfied.
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Unfortunately, too often the conversations about disability income end up, if even attempted, unsatisfying for both the client and the agent.  A very typical approach focused on negative statistics as a way to motivate behavior.  Instead, I am suggesting we need to start our conversation today with a review of concepts that have been found to be more beneficial in creating the right environment for an income protection conversation.  This refresher is meant to generate actionable items for the client and the advisor or agent to focus on.



The Landscape Today — What the
Research Confirmed

The Audience

The Initial Barrier

Today’s Reality

Wholesalers

Some believe producers think DI
is too complicated to sell

Producers
(non-sellers)

Worry they may harm client
relationships if they
push too hard

Think clients may not understand
all the details

Clients

Unsure whether they need
more insurance

Think they’re already covered
by group coverage
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Fewer conversations
about DI — and lower
sales
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Research into reasons why disability income sales lag other protection products is widely acknowledged and vary.  You have probably heard each of these barriers brought up by agents or their clients. Likely the very term ‘disability income’ is the start of negative connotations that affect our industry.  It is interesting that life insurance is sold in abundance, and outside some actuarial tables, there is little or no marketing materials describing the odds of death.  But our industry, and our support groups, have a plethora of materials that describe the odds of disability. All these tools are wonderful, and we need to have those facts at our disposal, however, we likely need to rethink our conversation with the client we are meeting with. 


The Path Ahead

 The research was clear: wholesalers, producers,
and clients want a more positive, benefits-
oriented approach to the DI conversation.
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So, our message today is to shift to a more positive, benefits-oriented approach to a disability conversation.


Begin the Conversation

Successfully selling DI involves understanding what disability insurance
IS, then developing a sales strategy to target the right clients.

* Disability insurance = Income Protection.

* Most clients understand the importance of their income. “People may not equate the term ‘disability
insurance’ to protecting their income. But

. . . . - that’'s what it’s there for. It's protecting your
« Monthly benefits from DI can provide financial stability lifestyle.” 97

and help keep your clients’ financial goals on track until — Non DI Seller
they return to work.

« Position DI as the policy that protects everything else.

. . . Ideal Client Profile
« Many clients are open to discussing DI. . Employed full time

- . . " - . . » Ages 25-50
— Use the ideal client profile to pinpoint clients most likely to |G-

be open to DI. *+ Household income of $75,000 or more
_ : » Occupation groups include:
— Use the right language to have patient, targeted o Medical & dental professionals

: : . . o Business owners
conversations with the right clients. o Grey & white collar professionals

o Corporate managers & executives
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Your client’s income is likely what makes all their other financial goals possible. Your message to your client is thus “Protecting your income = protecting your way of life.”

Many financial professionals and many of your clients look to you for recommendations and to bring up products they may not have considered.



Shift the Conversation

Protection against
disability.

Isolating the DI

conversation.

Protection for
income.

e
Connecting Dl to a

broader insurance
conversation.

Scare tactics &
unrealistic promises.

e

Stability.

DI1868 12-18 For producer use only. Not for use with clients.

“Thinking about it as income insurance
makes it real. If | do become disabled
and | can’t work, my ‘income’ will still be
coming in. That’s important.”

- Participant, St. Louis

“l put a lot of stock in life insurance,
but now I'm thinking...I may really
have to switch my focus.”

- Consumer, St. Louis

“ like the idea of learning about the
coverage | already have through
work. To be honest, | don’t really

understand it.”
- Participant, Charlotte

“The reality is that your lifestyle is
going to change if you become
disabled, and you just want to know if
you’re going to be able to keep it
stable.”

— Participant, St. Louis
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The research showed that a positive, benefits-oriented approach to the disability insurance conversation resonates most strongly with clients.  This involves making 3 key shifts in how you talk to clients about DI. Instead of using the light gray boxes on the left, which each of us likely has used, try shifting to the darker boxes, in the middle, in our conversations. Think about each of the text boxes . . . Suddenly the conversation is about educating and showing them how disability income insurance, whether group or individual, helps them protect something they value . . . Their lifestyle.



Sustain the Conversation

Consequences of not having DlI. Realistic benefits of having DI.

Transactional sale. Patient conversation(s).

|f

Using raw statistics. Targeted DI strategies.

|f

One-size-fits-all. Customization.

|f

Comparing DI to auto/home. Compliment to the life insurance.

e

Individual vs. Group. Supplemental to Group.

e
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Again, the idea is to from the column on the left, to the column on the right.  Each of these can and should increase the amount of conversation and planning that occurs in your meeting, vs a rote presentation that is more focused on the end result than the journey.


Building a New Conversation

An effective client conversation puts the client in
control by affirming their smart decision to protect
their income, leading them through a positive
conversation that's focused on the benefits of DI,
and ultimately empowering them to make their
OWN decision.
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Read the slide, and then emphasize a couple of terms used in the statement . . . Effective client conversation,  . . . . Affirming their smart decision, leading them through a positive conversation, and empowering them to make their own decision.  What a different experience that would be for both you and your client.


Make Your Words Meaningful

Shift Away From: Shift Towards:

»  Will not/may not/cannot. * Income protection.

« Scare tactics. «  Stability.

* Impacts of no DI. « Strengthen your financial

« Selling against group DI. security.

« Comparisons to auto/home. « Supplemental to group DI.

* Overly aspirational « Complement to life insurance.
language. » Realistic benefits.

* Negativity. » Positivity.

* High pressure. « Patience.

« Uncertain financial future. « May not need.

« Raw statistics. * Educate.

* Focusing on the sale. « Empower the client.

* No DI sales strategy. « Targeted DI sales strategies.

* Overselling. * Leading.
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Think about the difference you might experience if you shift from the column on the left to the column on the right.  Take a second to review the lists . . .


Changing the Conversation

* A connected conversation with clients, with the goal of
an asset protection and income continuation plan that
fits their needs, created through a positive and

collaborative approach, will allow clients to see the
benefits from day one.
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This is our goal by changing the conversation.


Engage, Enlighten & Empower

* Positive, benefit oriented conversations, focused on
establishing a dialogue with clients.

« Constructive dialogue/guiding questions to determine
the clients’ needs.

* Help them see the benefits of their actions within the
plan.

* When you receive pushback, renew the value
proposition.

Ameritasm
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To have an ongoing dialogue on this the advisor needs to have a positive and benefits oriented conversation.  This is the “engage” action that the advisor needs to establish early in each conversation.

Once in dialogue, can the advisor do the necessary probing and problem solving with the client. 
As problems and their related solutions emerge, show the client how their actions can benefit their future plans.

This is a cycle process where you can then close a good interaction with a positive recap or in a negative interaction you can refer back to the positive benefits we are trying to get to and try to again probe into why the client may be resistant.




Paradigm Shift

« What is “income” anyway?

* Debt is a primary financial concern for most clients,
from a very early age.

* Retirement planning has changed.
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Three main points to set up the reframe.  

1. Clients have a poor perception of “income” due to currency becoming more electronic.  Direct deposit began in the 1970’s but was widespread by the late 1980’s/ early 1990’s meaning most clients in their 40’s and 50’s have never received a paycheck. 

2. Financial concerns therefore tend to revolve around what they do with their money, not acquiring the income in the first place. 

3. The combination of effects make a conversation around income protection increasingly difficult.

Source: https://www.cnbc.com/2016/08/31/americans-top-financial-priority-isnt-investing.html




Retirement Focused Population

« Clients are focused on planning for retirement,
signaled by an increased saving and plan funding.

« 21% of workers are saving more based on 2016
Bankrate.com survey.

« 401(k) balances are up 2% to an average of $88,900.

» Average 401(k) balances for long term millennial savers
rose to a record high $92,900.
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Further evidence of the importance of focusing on retirement savings:  Clients are lumping most of their savings into retirement vehicles in key accumulation years.  This signals a real area of emphasis that can be used as a welcome area to discuss further protection.  

Source: https://www.cnbc.com/2016/08/17/stop-using-retirement-accounts-as-emergency-funds.html


Growing Anxiety

* Clients have anxiety about retirement funding.

* Report from BMO Wealth Management
Illustrates these concerns:

* 31% of participants site debt reduction as their
most important financial priority.

« 26% chose increased savings as most important.

« 21% look to investing effectively and tax
efficiency as the most important.
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Clients are already experiencing concerns around debt reduction and retirement savings.  There is also a desire for better investments and tax efficiency.  This will be part of the second level of asset and income protection where we explore options to use of other investment and protection products, like Whole Life to help extend coverage to the retirement plan in distribution mode.



Retirement Risks

 Client focus on retirement tends to be centered
around a few broad areas:

 Correlation to the “markets.”
* Saving “enough.”

* Diversification + time = safe.
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There are a lot of real retirement funding risks and not saving enough is only one of them.  Even with the slew of risks abounding, clients do tend to think of their plans as “protected”.



Neglecting Other Threats

* The retirement plan is likely the clients’ first or second
largest monetary asset.

* It is likely unprotected from risks such as:
« Changes in regulation.
« Changes in tax legislation.

« Changes in health.
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There are other threats to the planning of clients that we can assist them with through planning.  All three risks illustrated are future risk that cannot be accurately predicted or modeled and must be addressed through risk diversification and an investment in strategies that go beyond simple fiscal/economic risk.



The Default Income Continuation

* One of the biggest risks to a client’s retirement
planning success is early withdrawal.

« Retirement funds are the default income continuation
plan’s source.

 What does it look like to remove funds from a
retirement plan?

DI1869 12-18 For producer use only. Not for use with clients. Amerltasm

fulfilling life.


Presenter
Presentation Notes
The 401(K) plan has been used by many as a short term band-aid solution when someone needs an infusion of cash that is a) larger than what short term savings can supply, b) available at a reasonable price (10% penalty) in addition to income tax, and prior to age 59 ½ ,  when loans are not available and when c) other assets cannot be easily liquidated (like selling of real estate or other assets).  But the damage of taking that retirement money from whatever defined contribution plan is being used can be disastrous.	


lllustrating the Risk

* 40-year old professional.

« $200,000 income.

« Retirement savings balance of $400,000.

« Annual savings $10,500 (includes 3% ER match).

 Annual inflation/income increase 1%.
« Savings increase 2%.

* |nvestment return 5.5%.
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Let’s look at a sample client that is investing conservatively and has been good to this point in savings.


lllustrating the Risk

$4,000

$3,500

THOUSANDS

$3,000

$2,500

/ $2,000

/ $1,500

/ $1,000
,/ - $500

$0

« Client plans to retire at age 67 with an account value of $2,459,000 and will
draw roughly 3% of that value or $75,000 per year, starting at age 67 - with
a little more coming out each year due to inflation. In retirement, the client
is looking at a 2% investment return.

« At this rate, the client will get to age 101 and still have a balance of
$492,000 in the plan.
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Projecting forward, here is what our sample client’s retirement projection might look like.


lllustrating the Risk
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* Ahealth issue at age 44 causes the client to take 15 months away from
work. He exhausts his short-term savings and pulls $231,245 (or one year’s
income) from the plan (after penalty, federal & state income tax - net
withdrawal is $208,000).

« Assuming everything else stays the same as the previous slide, the plan
runs out of money at age 85.
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Taking just one year’s worth of income out of their balance takes the plan from being funded through age 101 to being funded through age 85.



lllustrating the Risk

1 Year Income Draw at age 44

3000000
2500000
2000000
$895,804 Loss at time of retirement
which is a 36% loss to the plan.
1500000
1000000

>00000 W

Withdrawal of Assets $231,245 to generate $208,000 net income
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mmm Retirement Distributions Retirement with no Withdrawal Projected Retirement e |mpact of 1 Yr Withdrawal
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This slide shows the two scenarios laid over each other.  The disability income policy is the ‘risk mitigation’ from the plan struggling to meet your client’s desired goal of financial sustainability.


lllustrating the Risk

1 Year Income Draw at age 54
3000000

2500000

2000000
$630,331 Loss at time of retirement

1500000 / \

A
1000000
\L”

Withdrawal of Assets $257,993 to generate $232,194 net income

500000 —
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mm Retirement Distributions Retirement Distributions Projected Retirement == |mpact of 1 Yr Withdrawal
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Even an occurrence later in life (when the odds are higher but the impact is lower) the loss in the plan at retirement is still huge.


The Solution

* An asset protection and income continuation (APIC)
plan can provide downside risk mitigation at a
moderate cost.

* This type of plan reduces the chances of a
retirement funds withdrawal due to an unexpected
change in health.

* Add an individual disability policy to the “retirement
plan” to provide a more comprehensively protected
asset.
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The best way to position this is to ask a client to consider “Investing in an Asset Protection and Income Continuation Plan”. 


lllustrating the Solution

$3,500

THOUSANDS

$3,000

$2,500

/ $2,000

/ $1,500
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/ $500
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With all the variables the same and taking $3,000 from the retirement plan
contribution, the difference in the retirement plan balance at age 67 is
$2,241,500 vs $2,459,000 (9% less) but the client can still end up at age
101 with a balance remaining of $57,000.

» While not ideal, this is a much smaller loss than what you might see if a loss
of income was accompanied by a withdrawal from the retirement plan.
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In this version of the scenario, we take $3,000 out of the retirement contribution.  While this would not be the recommended model for us to use (we would find the money elsewhere), we can see that the impact to the plan is far less than not having a basic (5yr or 10yr benefit, max benefit period policy with residual)  DI policy to protect the plan.  In this case we still have the ability to have funds up to age 101 even contributing 30% less through the life of the retirement plan!


Positioning Asset & Income Protection

» By focusing on the benefit provided to the retirement plan
we are able to position disability insurance as a valuable
Investment in protection.

 The premium can now be demonstrated as a way to
diversify the risk protection beyond just fiscal/economic
risk.

« While the chances of a disability are low, the impact of a
withdrawal is high.

Ameritasm
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The key to using this method involves two aspects.  First, we focus the client on the idea that the relatively small premium represents very significant protection to their retirement.  This is valuable since their worries tend to coalesce around debt elimination and increased retirement savings.  Both debt and retirement savings are irreparably harmed by even a short loss of income and a withdrawal from their retirement vehicle.

The second aspect is more controversial for those in the “DI” bubble.  We should not use the 1 in 5 will become disabled for longer than 90 days blah blah….  Think about how many people you know.  Look at your smart phone and look at the long list of contacts.  

Do you know 100 people?  How many do you know that are disabled?  In reality only 3 in 100 people with a DI policy suffer through a time where they would use their policy.  3%.  Here is the key phrase to use that number effectively.  “As a financial advisor, I know only 3 out of every 100 of my clients are likely to have this happen, but I don’t get to pick which one’s it happens too.  For that reason, I need to work with you to construct an asset and income protection plan that you agree with to avoid having your retirement plans derailed, postponed or cancelled altogether”. 


Any Questions?
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I hope this has provided some insights to you and how either you, or the agents and brokers you work with, might create conversations with their clients and prospects that help them position disability income insurance in a positive way, helping them protect themselves from having to make very difficult financial decisions while being challenged with their health and all that comes with a disability, short or long.  Thanks for listening. Any questions?
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