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Drawdown with annuities can balance
retirement income and liquidity

Annuities as income solutions could help create a paycheck-like

experience in retirement.

More plan sponsors
are taking a stance
on retirement income

No stated opinion on in-plan retirement
income solutions or unknown

® Currently offer in-plan retirement
income solutions or planning to add

Data show that plan sponsors are =~
evolving from an exploratory mindset 18%
to a m.ore deC|S|or.1-or|ented .posture 8% @

when it comes to in-plan retirement ]

income solutions. 2021 2024

Source: T. Rowe Price, 2024 Defined Contribution Consultant Study and 2021 Defined Contribution Consultant Study.

See Appendix for additional detail.

Why the renewed

interest in annuities?

By the numbers:
Annuities could be a better |O-O|

match with

withdrawal strategies

Retired Participant A

Retired Participant B

Hypothetical lllustration:

Goal: To generate $30,000 annual income from
$500,000 in retirement savings

Allocation Assumptions:

60% in an endowment strategy, where income is
derived from portfolio returns and the principal is
mostly preserved —5% rate of return to provide
$15,000 income annually.

40% in an immediate fixed annuity—pays 7.5% at
retirement ($15,000 annually).

Balance ® Income From Investment @ Income From Annuity
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Source: T. Rowe Price analysis. For illustrative purposes only.

Hypothetical lllustration:

Goal: To generate $30,000 annual income from
$500,000 in retirement savings

Allocation Assumptions:

80% in an drawdown strategy, where income is
derived from both principal and portfolio returns,
which gradually depletes the principal —5% rate of
return and partial principal provide $30,000 income
annually for 15 years.

20% in an deferred fixed annuity —pays 30% after
15 years ($30,000 annually after 15th year).

Balance ® Income From Investment @ Income From Annuity
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Source: T. Rowe Price analysis. For illustrative purposes only.

The charts shown above are for illustrative purposes only, do not represent actual investments, and do not predict or project returns or represent actual results. Actual results may differ materially.
There is no assurance that any objective will be met. Changing the assumptions may result in different outcomes that could lead to different conclusions than those outlined in this material. All
investments are subject to risk, including the possible loss of principal. See the Appendix in this material for additional information on the exhibits and assumptions used as well as risks.
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Get additional insights in the

Appendix

2024 Defined Contribution Consultant Study: This study included 48 questions and was conducted from January 12, 2024, through March 4, 2024. Responses are from 35 consulting and advisor

firms with over 134,000 plan sponsor clients and more than $7.5 trillion assets under administration.

2024 Exploring Individuals’ Retirement Income Needs and Preferences Study: Data reflect responses from 2,582 individual investors age 40 to 85 who were currently enrolled in a DC plan and had at
least $100,000 saved in their plan accounts. The survey was fielded from December 2023 through February 2024.

Hypothetical lllustrations: 5% annual return for the investment is not an actual return on an investment and is not meant to represent the performance of any specific investment option. Fees were not
assumed for the investment allocation. The assumed payout rate for the annuities are what we view as a reasonable net-of-fees rate based on industry data. It does not reflect all fees that can apply for

an actual annuity investment. The illustrations are based on nominal numbers, no inflation or tax is assumed. Retirement age is 65. Investments and annuities are subject to fees and other charges.
Returns would be lower if fees and expenses were assumed. The illustrations do not take into account individual investor circumstances including total assets, that should be taken into account when

determining the appropriateness and allocation percentage of certain investments and products such as annuities, which can be illiquid.

Important Information

This material is provided for general and educational purposes only and is not intended to provide
legal, tax, or investment advice. This material does not provide recommendations concerning
investments, investment strategies, or account types; it is not individualized to the needs of any
specific investor and is not intended to suggest any particular investment action is appropriate for
you, nor is it intended to serve as a primary basis for investment decision-making.

The views contained herein are those of the authors as of October 2024 and are subject to change
without notice; these views may differ from those of other T. Rowe Price associates.

This information is not intended to reflect a current or past recommendation, investment advice of
any kind, or a solicitation of an offer to buy or sell any securities or investment services.

The opinions and commentary provided do not take into account the investment objectives or
financial situation of any particular investor or class of investor. Please consider your own
circumstances before making an investment decision.

Information contained herein is based upon sources we consider to be reliable; we do not,
however, guarantee its accuracy.

Annuities Risk: Guarantees are subject to the claims paying ability of the insurer. Annuities may be

subject to higher fees, including commissions upon purchase, surrender charges, administrative
fees and other costs. Riders may be available to help customers customize their policy and provide
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additional benefits. Riders are optional and available at an additional cost. There is no guarantee
that the benefits received under the terms of a rider may not exceed the cost to include the rider on a
policy. All withdrawals or partial surrenders will reduce the death benefit and may be subject to
surrender charges. Some annuities with income for life may not allow access to the principal value.
Additionally, once in the income phase, excess withdrawals will reduce subsequent future payments.

An annuity is a contract between a customer and an insurance company. Contracts and other
offering documents should be read carefully as they describe risk factors, terms of the contract,
and fees and charges that may apply. T. Rowe Price does not issue any annuity products.

Past performance is not a reliable indicator of future performance. All investments are subject to
market risk, including the possible loss of principal. Those at or near retirement are subject to
sequence of returns risk, where potential losses at this time could have a more significant impact
on income for retirement from investments. All charts and tables are shown for illustrative

purposes only.
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