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Long-term stresses on Social Security

* In stable systems, benefits received equals payments collected.

+ Many PAYGO pensions are financially unstable. Instability is coming from:
— Improving mortality rates
— Declining fertility rates
— Overly generous benefits relative to worker contributions.

« Social Security Trust Fund: Growth and Decline



2014 Social Security Trustees Report
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What happens in 20337

* New Contributions will cover 75% of presently legislated benefits
— across the board 25% benefit cut

 Raising the payroll tax by 2.88% now will cover 75-year
projected funding needs



Long-term stresses on Social Security

BENEFITS:

# of Beneficiaries x Average Benefit: NbB

CONTRIBUTIONS:
Tax Rate x # of Workers x Average Wage: tN W
W



Long-term stresses on Social Security

For solvency, we must have: NbB = tNWW

OrleaHa“g“lg: t -_—
NW W

Tax rate = dependency ratio x replacement ratio




Long-term stresses on Social Security
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THE FORMULA SHOWS THE POSSIBILITIES FOR REFORM:

— Increase { : raise the taxes for Social Security
— Decrease N, : Increase retirement age

— Increase N, : Increase retirement age, increase fertility, expand
the system to cover more workers

— Decrease B : reduce the benefit payments

— Increase w : policies that promote increasing productivity will help
to grow out of Social Security funding problem
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Social Security reform

TAXES

* Increase payroll tax rate
* Increase maximum taxable earnings

BENEFITS

* Raise Full Retirement Age

* Use a Smaller COLA than CPI

» Switch from “wage indexing” to “price indexing”

» Use more than top 35 years of earnings

* Reduce Benefits to Reflect Increasing Longevity

» Lower replacement rate for high earners

- Eliminate strategies like “file and suspend” which may help
the more informed and well-to-do
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Social Security Reform

INVESTMENT STRATEGY

* Expand Trust Fund Investments Beyond US Treasuries
» Carve-Out Personal Retirement Accounts

OUTSIDE THE BOX

* Allow individuals to purchase additional annuity income
at the time they claim Social Security benefits
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Social Security
THE CHOICE OF ALIFETIME

ﬂ Troy Simmons

Nationwide" Vice President — Nationwide Retirement Institute
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Important things to keep in mind

* Not a deposit « Not FDIC or NCUSIF insured  Not guaranteed by the institution °
* Not insured by any federal government agency ¢ May lose value °

The content of this presentation is provided for informational purposes only and should not be construed as
investment, tax, or legal advice or a solicitation to buy or sell any specific securities product. The information

provided is based on current laws, which are subject to change at any time, and has not been endorsed by
any government agency.

The general distributor is Nationwide Investment Services Corporation (NISC), member FINRA. The
Nationwide Retirement Institute is a division of NISC.

Social Security 360 and Social Security 360 Analyzer are service marks of Nationwide Life Insurance
Company. Nationwide, the Nationwide N and Eagle, Nationwide is on your side and Nationwide Retirement
Institute are service marks of Nationwide Mutual Insurance Company. © 2015 Nationwide

Nationwide and Financial Advisor are separate and non-affiliated companies.
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WHY SOCIAL SECURITY IS THE CHOICE OF A LIFETIME

Many Americans file early

New Social Security claimants in a calendar year'
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Nearly two out of three
individuals filed early for reduced
benefits?

38%

At 62 Between 63 At FRA (66) Between At 70
and FRA FRA and 70

1 Source: SS Supplement 2014. Table 6.B.1, Social Security Administration. 2 FRA = Full retirement age. For this data, FRA is 66.
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SOCIAL SECURITY BASICS

Comparing options

Jim files and suspends; Linda files restricted

Cumulative benefits: $1,342,908

Jim files restricted; Linda files and suspends

e S LRI I PRI 2% less in benefits
Standard filing for both at FRA
Cumulative benefits: $1,170,744 13% less in benefits

Both file early at 62 (deemed filing)

TG S Ny 0 24% less in benefits
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MANAGING THE SOCIAL SECURITY DISCUSSION

Simplifying Social Security decisions

Nationwide’s Social Security 360 Analyzers™ tool

* ldentifies optimal filing methods and allows you to adjust
parameters to compare different strategies

* Provides instructions on how to file

* Helps you integrate Social Security into your comprehensive
retirement income plan
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MANAGING THE SOCIAL SECURITY DISCUSSION

Compare filing strategies

The client’'s Social Security report shows cumulative benefits of an optimization
strategy vs. early filing and alternative filing strategies

Lifetime Benefits

$1,200,000
$1,000,000
$800,000
$600,000 |
$4OO’OOO e $1 ,342,906 . Suggested Combination
$1,312,656 . Alternate 1
$2OO,OOO [ $1,170,744 . Alternate 2
$0 $1,027,404 . Earliest Possible
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MANAGING THE SOCIAL SECURITY DISCUSSION

Analyze break-even points

lllustrates which of the outlined strategies provides the best outcome
at any given set of mortality assumptions for SS claimants

Break Even Chart
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Earliest
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Your Suggested Social Security Strategy

The expected lifetime family benefit using this strategy is: $933,120
Note that this illustration is for educational purposes only.

Jim Linda

File a standard application for
benefits at your age 66 year.

This will allow Linda to collect a spousal benefit
under your earnings record.

Immediately request that benefits

be suspended.

This will allow you to claim delayed retirement
credits during the time your benefit is suspended.

At age 70 years, request that
your benefit be paid.

Your approximate monthly benefit would be: $3,859.

FOR BROKER/DEALER USE ONLY — NOT FOR USE WITH THE PUBLIC

- File a Restricted application for only
your spousal benefit based on Jim’s
earnings record at your age 66 years.
This allows you to continue to earn delayed
retirement credits on your own benefit. Your
approximate spousal benefit would be $1,324.

* File for your own benefit at age
70 years.
Your approximate benefit on your own earnings
record would be $2,090.
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MANAGING THE SOCIAL SECURITY DISCUSSION
ldentify income gaps

The report illustrates annual Social Security cash flow for the suggested
filing strategy vs. projected retirement income needs.

Estimated vs. Desired Income
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MANAGING THE SOCIAL SECURITY DISCUSSION

Cashflow analysis helps identify income gaps

Jim begins claiming at
age 70; Linda begins
her own increased
benefit.

After Jim passes away,
Linda begins her
survivor benefit.
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MANAGING THE SOCIAL SECURITY DISCUSSION

Social Security client questionnaire

Helps gather relevant client
information to prepare a filing
strategy comparison

« Marital status
« Expected benefit amount

* Life expectancy
* Planned retirement date

* Desired retirement income

- Retirement goals, concerns, etc.
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Next steps

Partner with Nationwide with Social Security 3605V
- www.Nationwide360TestDrive.com

- Nationwide Retirement Institute Income Planning Team
for help with specific cases

1-877-245-0763
« Nationwide Wholesalers
— Mutual Funds - Life Insurance

- Annuities - Retirement Plans
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