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Your Representative
George Acord
NPN: #undefined
(309) 673-3781
george.testacord@nm.com

Together, we'll create an
actionable, realistic plan that gives
you financial security while helping
you build the life you want.
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Norm & Debbie Weston

Recap of the Facts

Norm, 45

Debbie, 44

Household Gross Income

$310,000

March 2, 1976

July 18, 1977

Northwestern Mutual - Earned . . . . $225,000
HumanPower - Earned Income . . . . .$60,000

Chris, 11
February 18, 2010

This plan is not complete without the Disclosure pages appearing at the end.

Northwestern Mutual - Bonus -. . . . . $25,000
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Norm & Debbie Weston

Recommendations

CASH FLOW
o Maintain an emergency fund for six months of lifestyle expenses in one joint savings account.
INSURANCE
o Purchase LTCi for both Kevin and Christine. $12k maximum monthly benefit, 3-year benefit period.
o Purchase $1M of permanent life insurance on Kevin for Christine’s survivor income needs and estate
enhancement.
INVESTMENTS
o Analyze all investments; reallocate to a 60/40 Balanced portfolio, according to their Investor Profile
o Consolidate financial accounts at Northwestern Mutual Investment Services (NMIS) to provide a consistent
experience, and the convenience of having all their accounts in one place with one advisor.
o Maintain current pre-tax 401k contribution amount. Add a Roth 401k contribution up to the maximum amount
remaining, including the catch-up. All future contributions will be allocated according to your asset allocation.
o Perform Roth IRA conversions in early years of retirement when marginal tax rates will be lower.
ESTATE
o Review and update the beneficiaries of all financial accounts. Both establish a written Will for clear disposition
of assets that do not pass by contract or law. Establish medical and durable POAs, living wills, and medical
directives for proper handling of financial needs and medical wishes while alive.
o Continue or increase lifetime gifts for tax deductions and lifetime satisfaction.

This plan is not complete without the Disclosure pages appearing at the end.
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Income Needs if Norm
Dies

The chart below indicates how sufficiently your current
assets and expected income streams will fund your
annual household expenses.

2022

Readjustment Fund
Final Expenses
Debts Paid Off

Norm & Debbie Weston

Debbie's Income Need: Current Resources
Ongoing Lifestyle
(After Taxes)

$482k

Shortage
Norm's Existing Policy
Liquid Assets, Property & Other

$361.5k

Debbie's Income
Debbie's Social Security

2041

Debbie retires, age 63

$241k

$774,601
Minimum life insurance
required to cover shortage
$120.5k

This amount of coverage assumes
Norm's death benefit proceeds are
invested into a brokerage account
with a 4.54% rate of return. Existing
assets are expected to grow over
time at their respective rate of
return.

2072

Debbie, age 95

$0

2022

2072

We’ve taken into account:
Insurance proceeds are invested into a brokerage account with a rate of return of 4.54%.
Your existing assets are expected to grow over time.

This plan is not complete without the Disclosure pages appearing at the end.
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Projected Net Worth:
With Norm's Disability

Cash flow shortages caused by a disability can have both
immediate and lasting impacts on your finances. You may need
to reduce spending, liquidate assets, or take on debt. Here’s a
projection of how your net worth might be impacted if debt
were to cover cash flow shortages caused by a disability.

Net worth projection
if no disability occurs

Norm & Debbie Weston

Net Worth Projection With and Without Norm's Permanent Disability
$5.4m

$1,472,336
Current net worth

$4,911,749
Net worth in 2041
at retirement

$4.1m

Net worth projection
with a permanent disability
Net Worth depleted by 2058

$2.7m

$1.4m

$0
2022

2027

2032

2037

2042

2047

2052

2057

2062

We assume you do not currently have disability coverage.
Includes any income your partner earns during your disability.
Assumed average growth rate of 4.46% for your liquid assets including cash, qualified and non-qualified accounts.
Debt is assumed to cover shortages only in the event of a disability.

This plan is not complete without the Disclosure pages appearing at the end.
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Norm & Debbie Weston

Asset Allocation
Comparison: PreRetirement

Asset classes are categories of investments based on
similar characteristics. The chart below shows the
percentage and dollar amount of your portfolio in each
asset class.

Current Asset Allocation

Target Asset Allocation

Equity:

70%

Equity:

80%

Fixed Income:

30%

Fixed Income:

20%

Cash:

0%

Cash:

0%

Other:

0%

Other:

0%

Current Asset Allocation

Asset Class
U.S. Large Cap
U.S. Mid Cap
U.S. Small Cap
Int’l Developed Mrkts
Int’l Emerging Mrkts
Real Estate
Commodities
Total Equity
Fixed Income
Cash
Other
Total Portfolio

Target Asset Mix

Difference

Percent of Portfolio

Market Value

Percent of Portfolio

Market Value

Percent of Portfolio

Market Value

27%
7%
3%
17%
7%
5%
5%

$109,000
$28,000
$13,000
$67,000
$26,000
$18,000
$19,000

32%
8%
3%
20%
7%
5%
5%

$128,000
$32,000
$12,000
$80,000
$28,000
$20,000
$20,000

5%
1%
0%
3%
1%
1%
0%

$19,000
$4,000
-$1,000
$13,000
$2,000
$2,000
$1,000

70%

$280,000

80%

$320,000

30%
0%
0%

$120,000
$0
$0

20%
0%
0%

$80,000
$0
$0

-10%
0%
0%

-$40,000
$0
$0

100%

$400,000

100%

$400,000

The target asset allocation is for discussion purposes only and is not a recommendation of any particular investment or investment strategy. Remember that rates used to model the growth of assets in your plan are hypothetical assumptions that you believe
are reasonable and are not guarantees or projections and may not correspond to any particular asset allocation.
If your plan includes a Probability Analysis for your Retirement Goal, we have used the Target Allocation for that analysis. The current and target asset allocations shown above do not include assets in certain accounts. The following accounts have been
excluded from this analysis: PFGF.
This plan is not complete without the disclosures pages appearing at the end.
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Investment Risk for an
Aggressive Portfolio

Balancing investment risk with potential returns is
essential to securing your financial future. The graph
below provides a range of potential outcomes we can
expect from this allocation.

The range of potential
outcomes of a $1,000
investment into your
portfolio.

Norm & Debbie Weston

Asset Allocation Projection

Probability of Return on Investment

$14.5k

Aggressive
95% probability
this portfolio will have
returns within this range

$10.9k

80% probability
this portfolio will have
returns within this range
50% probability
this portfolio will have
returns within this range

$7.3k

Median return
Aggressive allocation

$3.6k

assumes a rate of return of
5.27% /year, a standard
deviation of 12.10%, and 2.25%
inflation.
$0

Today

Year 5

Year 10

Year 15

Year 20

Year 25

Year 30

IMPORTANT: The scenario or other information generated by this Asset Allocation Projection regarding the likelihood of
various investment outcomes are hypothetical in nature, do not reflect actual investment results and are not guarantees of
future results. Results may vary with each use and over time. The expected return used in this Asset Allocation Projection
was calculated using the geometric mean returns for the applicable asset classes as indicated by Northwestern Mutual’s
Capital Market Assumptions (CMAs). For more information on the CMAs, see the important disclosures at the end of this
plan.

This plan is not complete without the Disclosure pages appearing at the end.
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Retirement Strategy
Breakdown

This chart shows how well your retirement resources
and expected income streams may cover your after-tax
income needs.

Income need
After-tax income need
Shortage
Retirement Withdrawals
Concentrated Assets‡
Non-Qualified
Qualified
Roth
HSA†
Life Insurance
Accumulated Value1
Death Benefit1
Income Sources
Earned income
Other income
Annuity Income Plan2
Pension
Social Security

Norm & Debbie Weston

INCOME

$708k

$531k

$354k

$177k

2041: Norm retires, age 64
2041: Debbie retires, age 63
2070: Norm passes, age 94
2072: Debbie passes, age 95

$0

2041
Norm / Debbie
65, 64

2046

2051

2056

2061

2066

2072

70, 69

75, 74

80, 79

85, 84

90, 89

-, 95

† HSA liquidations, if applicable, are assumed to be for qualified medical expenses only, otherwise additional taxes and/or penalties may apply.
1. This page may include life insurance illustrated values and depicts non-guaranteed elements, such as dividends and other non-guaranteed benefits or values. The assumptions upon
which such non-guaranteed elements are based are subject to change by Northwestern Mutual. Actual results may be more or less favorable than those depicted. See the accompanying
basic illustration for guaranteed elements and other important information.
2. If you have a variable income plan, the amounts represented may fluctuate.
‡ Concentrated Assets may be real or personal property, including, for example, your residence, land holdings, art, collectibles, business interests, or intellectual property. The assumed
current value and growth rates for concentrated assets are hypothetical assumptions you believe are reasonable for this plan and are not guarantees or projections.

This plan is not complete without the Disclosure pages appearing at the end.
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Debbie's Retirement
Strategy with LongTerm Care Event

This is a chart of your income need in retirement with a
long-term care event. The additional cost of long-term
care may affect how you spend your resources.

Income need
After-tax income need
Shortage
Retirement Withdrawals
Concentrated Assets‡
Non-Qualified
Qualified
Roth
HSA†
Life Insurance
Accumulated Value1
Death Benefit1
Income Sources
Earned income
Other income
Annuity Income Plan2
Pension
Social Security

Norm & Debbie Weston

INCOME

$1.0m

$764k

$510k

$255k

2041: Norm retires, age 64
2041: Debbie retires, age 63
2063: Debbie passes, age 86
2070: Norm passes, age 94
2057: Long-Term Care Event Begins
for Debbie, age 80
2063: Debbie passes, age 86

$0

2041
Norm / Debbie
65, 64

2046

2051

2056

2061

2070

70, 69

75, 74

80, 79

85, 84

94, -

† HSA liquidations, if applicable, are assumed to be for qualified medical expenses only, otherwise additional taxes and/or penalties may apply.
1. This page may include life insurance illustrated values and depicts non-guaranteed elements, such as dividends and other non-guaranteed benefits or values. The assumptions upon
which such non-guaranteed elements are based are subject to change by Northwestern Mutual. Actual results may be more or less favorable than those depicted. See the accompanying
basic illustration for guaranteed elements and other important information.
2. If you have a variable income plan, the amounts represented may fluctuate.
‡ Concentrated Assets may be real or personal property, including, for example, your residence, land holdings, art, collectibles, business interests, or intellectual property. The assumed
current value and growth rates for concentrated assets are hypothetical assumptions you believe are reasonable for this plan and are not guarantees or projections.
The projected annual cost of care is based on average nursing home costs in the state of WI. Assume a 3.54% annual increase. Source of cost of care in the Northwestern Long-Term Care
Cost of Care Survey. March 2020. Long-Term Care Group, Inc. Costs vary by state.

This plan is not complete without the Disclosure pages appearing at the end.
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Education Planning For
Chris

Here's a projection of your education goal funding by
your target date.

Total Cost

$210,881

Achievable1

$123,727

2022 Starting Balance

. . . . . . . . . . .$6,000

2023 Funding

. . . . . . . . . . . .$6,135

2024 Funding

. . . . . . . . . . . $6,273

2025 Funding

. . . . . . . . . . . .$6,414

2026 Funding

. . . . . . . . . . . $6,558

Gap in Savings

$109k

. . .$30,000

2022 Funding

Total Growth (6.00%/yr)

Norm & Debbie Weston

$81.8k

. . $27,273

. . . . . . . . . . $87,154
$54.5k

$27.3k

$0

2022

2023

2024

2025

2026

Assumptions:
You want to save 100% of the total cost
Saving before and during education years
Projection of cost is adjusted for future dollars
1 Achievable fund is calculated in accordance with transfers and/or distributions on the goal earmark(s)

This plan is not complete without the Disclosure pages appearing at the end.
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Norm & Debbie Weston

Retirement Planning
Strategy

Investments with Distribution Flexibility

CONCENTR ATED
ASSETS
DEFERRED
ANNUITI ES

NON-QUALIFIED

QUALIFIED

ROTH

INCOME
ANNUITI ES

SOCIAL
SECURI TY

LIFE
INSURANCE

Base Income

CASH ACCOUNTS

Cash Reserve

PENSION

VARIABLE
INCOME
RETIREMENT INCOME

1. The primary purpose for life insurance is to provide a death benefit. Using accumulated value to supplement your retirement
income may reduce death benefits and may aﬀect other aspects of your plan.

This plan is not complete without the Disclosure pages appearing at the end.
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Norm & Debbie Weston

Retirement Planning Tax
Considerations

There are many options for retirement savings.
Diversifying your assets may provide you with more
flexibility and tax efficiency in retirement.

Pre-Tax Funding

After-Tax Funding

Pre-Tax, or “pre-paycheck,”
contributions are made before
any taxes are withheld.

After-Tax contributions, funding, and premiums are made after taxes have already been
deducted from your taxable income, generally referred to as your “take-home pay.”

Traditional IRA, Traditional 401(k)

Roth IRA, Roth 401(k)

Investments

Life Insurance Accumulated Value 3

Tax-Deferred

Tax-Free

Taxable

Tax-Advantaged

After age 59.5, distributions are
taxed at your ordinary income
tax rate.

After age 59.5, withdrawals are
tax-free (for accounts open for
at least 5 years).1

Interest is taxed at your ordinary
income tax rate.
Dividends and capital gains are
taxed at preferable tax rates if they
meet holding requirements.2

Can be accessed tax-free up to
the value of the total premium
payments.
Policy loans can be taken tax-free.
Dividends are not taxable income
until they exceed the value of total
premium payments. 3

1. Before age 59.5, gains are taxed, and can have a 10% penalty unless an exception applies.
2. One year or longer for long-term capital gains rates, plus special rules apply to receive qualified dividend status. Otherwise would be taxed at ordinary income rates.
3. If you plan on using permanent life insurance to fund some of your retirement, keep in mind: You need to own permanent life insurance for a number of years to accrue significant accumulated values; Much of the growth in accumulated values that you
will need will depend on dividends, which are not guaranteed; Using accumulated value for loans or withdrawals may decrease the death benefit; If you withdraw too much accumulated value from a policy, you may cause the policy to lapse, which could
trigger a taxable event. If the policy is a Modified Endowment Contract ("MEC"), any distributions are treated first as distributions of gain, subject to ordinary income tax and possibly subject to an additional 10% penalty tax if the owner is under age 59 .5.

This plan is not complete without the Disclosure pages appearing at the end.
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Integrated Retirement
Portfolio

By combining these solutions, you may have the
freedom to spend more, lock in more income, and leave
behind a bigger legacy.

How they work together

Norm & Debbie Weston

Retirement Portfolio

Investments
Investments offer good return potential
over long periods. But market volatility
means they come with more risk. Having a
fixed income allocation that accounts for
accumulated value of permanent life
insurance and an income annuity can
offset key risks — so you can invest more
aggressively and stay in the market longer.

Permanent Life Insurance

Beginning at age 25:

5.4% higher retirement
income at age 65
Investments

18.7% higher legacy
value at age 954

1

Permanent life insurance protects when
markets are down because you can access
the accumulated value to supplement
income, rather than liquidating
investments. Think of it as part of your
fixed income allocation.

Beginning at age 35:

3.5% higher retirement
income at age 65
16.3% higher legacy
value at age 954

Income Annuities 2
Income annuities last for life. They protect
you from outliving your assets, such as
bonds, which can run out. They always pay
out even when the markets are down and
come with dividends you can reinvest or
take in cash. Certain income annuities are
unique to Northwestern Mutual and are
also tied to the general account.

Based on independent
research,3 combining these
solutions can lead to:

Income
Annuities

Permanent
Life Insurance

To optimize retirement income potential (DIA with IIP or a participating income annuity) at age 55. 1. The primary purpose of permanent life insurance is to provide a death benefit. Utilizing
the accumulated value through policy loans, surrenders, or cash withdrawals will reduce the death benefit; and may necessitate greater outlay than anticipated and/or result in an
unexpected taxable event. 2.“Income Annuity” refers to a Deferred Income Annuity with increasing income potential, “which represents deferred income annuities with persistency bonuses
and non-guaranteed dividends” referred to as “DIA with IIP” in the Ernst & Young article. 3. 'How Insurance and Investments Can Improve Financial Wellness.' Ernst & Young. 4. The legacy at
the end of the time horizon is based on the investor spending the retirement income solved for at the 90% probability of success.
This plan is not complete without the Disclosure pages appearing at the end.
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Estate Documents

Estate planning is an essential part of financial security.
Having the right documents in place ensures your
wishes regarding your health and wealth are followed in
the event you aren’t able to communicate them.

Review all your documents
annually and update them
as necessary.
If there's a check in any of these boxes,
it means you have the document, and
you're all set. If this is a plan for you
and your spouse, the checkbox applies
to both of you. So, if one of you has the
document but the other doesn't, we
won't check that box until you BOTH
have the documents.

Payable on Death (POD),
Transfer on Death (TOD)
POD and TOD instructions direct how
you would like assets such as bank
accounts, stocks, or mutual funds
transferred upon your death. These
documents have their own transfer
instructions and aren't subject to the
terms of a will, and so bypass
probate.¹ POD instructions are used for
bank accounts such as checking,
savings, and CDs. TOD instructions are
used for securities-based assets such
as stocks, bonds, and mutual funds.

Norm & Debbie Weston

Living Will

Powers of Attorney (POAs)

Beneficiary Forms

A living will, also known as an advance
directive, is used to communicate
your wishes regarding certain end-oflife medical care. This document is
often accompanied by or contained
within a health care power of attorney
(POA).

These documents give another person
the authority to make decisions on
your behalf in the event you are no
longer able to do so. Two common
types of POAs are a financial POA and
a health care POA or proxy. In your
POA, you should name someone you
trust. If you don't have these
documents and you become
incapacitated, a court will name a
guardian for you.

Beneficiary forms are used for
retirement accounts, life insurance,
and annuities to specify how you
would like these assets transferred
upon your death. These forms are
important because they supersede a
last will and allow assets to transfer
without probate.¹
It's important to name both primary
AND secondary beneficiaries, because
there may be instances where the
primary beneficiary is no longer able
to receive the assets.

Will

Trust

Estate Attorney

A will outlines your wishes for how
your estate is handled upon your
death.
If you don't have a will, your assets are
distributed according to state law,
which may go against your wishes and
can cost more in time and money. If
you have minor children, a will is
critical for naming a legal guardian if
you can no longer provide care. Your
will is also a good place to specify
how you would like your digital assets
(email accounts, social media,
devices) handled, as these may
contain valuable or private
information.

A trust is a legal arrangement where
assets intended for a beneficiary or
beneficiaries are held by a trustee.
There are many, many uses for trusts,
but some of the most common
reasons people use trusts are for
probate¹ avoidance, to prevent the
estate from being contested in court,
to control when beneficiaries gain
access to assets, and for strategic tax
planning for sizeable estates. Trusts
can also be used for charitable giving
or planning for children or relatives
with special needs.

An estate attorney may be hired to
draft your estate planning documents.
Estate attorneys are an especially
good idea for more complex
documents like trust agreements. It's
probably in your best interest to use
an attorney when it comes to estate
planning, because you and your estate
are unique, and it is important that a
human—not a computer—help you
keep your affairs in order.

1. Probate is a legal process by which the validity of a decedent’s will is established. Probate assets are inventoried, valued, and distributed to
heirs accordingly. If there is no will, assets are distributed according to state law. Probate can be expensive and lengthy, and is often best
avoided if possible.

This plan is not complete without the Disclosure pages appearing at the end.
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How Income Annuities
Can Replace Bonds

Even when income from bonds runs out, the base
income from an income annuity keeps going for as long
as you do.

Retirement Portfolio

Declining Bond Value at 2% Yield vs. Joint Lifetime Income Annuity

Bond Value
Annuity Income
Age 87: 88% chance of one living
Age 95: 50% chance of one living
Based on a couple age 65 today

Norm & Debbie Weston

1

$400k

$300k

$200k

$100k

$0

Age 65

This table shows a hypothetical
comparison of two options,
funding a bond strategy and
funding an annuity.

67

69

71

73

75

77

Age 65: Beginning Value
Annual Income Amount
Age 87: Cumulative Income Distributed
Bond Principal Value
Chance of one person living to 87
Age 95: Cumulative Income Distributed
Chance of one person living to 95
Age money runs out and income stops

79

81

83

85

87

89

91

93

95

97

99

Bond Strategy, Assumes 2% Yield

Annuity

$357,964

$357,964

$20,000/year

$20,000/year

$447,600

$447,600

$0

–

88%

88%

$447,600

$600,000

50%

50%

Age 87

Never

Source: "Guide to income annuities and annuitization" by Michael Finke, PhD, CFP® 2020. Mortality statistics are for a couple who are age 65 today and the probability that one of them will live to age 87 or 95 based on Industry 2012 IAM and G2 Mortality
Improvement (as of 1/1/2021). 1. There are important differences in liquidity, guarantee of principal, immediate access to income and underlying risk, between income annuities and bonds. Income annuities are not bonds or fixed income investments.
Income annuities have no cash value. Once issued, they cannot be terminated (surrendered), and the premium paid is not refundable and cannot be withdrawn. Distributions taken from the contract may be subject to ordinary income tax. A 10% federal tax
penalty may apply if you take any type of distribution from the contract before age 59½. This is not intended to provide legal or tax advice. Consult a professional tax advisor.
This plan is not complete without the Disclosure pages appearing at the end.
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Norm & Debbie Weston

Assumptions and Rates
Used in This Plan

Assumptions

Income

Inflation

2.25%

Northwestern Mutual - Earned Income - Norm

Social Security Inflation

2.25%

Portfolio Growth to Retirement

Yearly Total

Amt Taxable Growth

Begin-End

$225,000

100%

2.25%

2022 - 2041

HumanPower - Earned Income - Debbie

$60,000

100%

2.25%

2022 - 2041

6.00%

Northwestern Mutual - Bonus - Norm

$25,000

100%

2.25%

2022 - 2040

Portfolio Growth in Retirement

4.98%

Social Security - Debbie

$8,882

85%

2.25%

2044 - 2070

Retirement Date - Norm

Jan. 1, 2041

Social Security Survivor Benefit - Debbie

$54,926

85%

2.25%

2070 - 2072

Retirement Date - Debbie

Jan. 1, 2041

Social Security - Norm

$32,200

85%

2.25%

2046 - 2070

Social Security Collection Age - Norm

70

Life Insurance - Debbie

$482,122

0%

0.00%

2070 - 2070

Social Security Collection Age - Debbie

67

Annuity Income - Norm

$50,000

100%

0.00%

2041 - 2073

Sched. Social Security Benefits - Norm

50%

Expense

Type Growth

Begin-End

Sched. Social Security Benefits - Debbie

50%

Mortality - Norm

94

Mortality - Debbie

95

Primary Residence

Wisconsin

Anticipated Residence in 2041

Wisconsin

Yearly Total

Discretionary Expense 1

$32,175

Other Expense

2.25%

2022 - 2040

Chris's Education

$48,927

Other Expense

2.25%

2028 - 2031

Healthcare Expenses

$30,323

Other Expense

5.00%

2041 - 2072

$219,769

Other Expense

2.25%

2041 - 2072

Retirement Lifestyle

Rates of return used to grow assets are hypothetical assumptions that you believe are reasonable for this plan and are not guarantees or projections. If your plan includes a probability analysis or an analysis of your current or target asset allocation, those
analyses may use assumptions regarding rates of return that are different from those used to model growth of your assets.

This plan is not complete without the Disclosure pages appearing at the end.
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Norm & Debbie Weston

Assumptions and Rates
Used in This Plan

Expense

Yearly Total

Type

Growth

Begin-End

Fixed Expense

$67,320

Other Expense

2.25%

2022 - 2041

Discretionary Expense 2

$48,000

Other Expense

2.25%

2022 - 2041

Pre-Ret Growth Rate

Ret Growth Rate

6.00%

4.98%

PFGF

6.00%

6.00%

Taxable Account - Joint

6.00%

5.00%

401(k) - Norma

6.00%

5.00%

Roth IRA - Norm

6.00%

5.00%

Traditional IRA - Norm

6.00%

5.00%

—

4.54%

Retirement Assets
Retirement Goal

Taxable Account - Joint
Non-Retirement Assets
Emergency Fund Goal
Savings - Joint
Education Planning for Chris Goal
529 Plan - Chris

Growth Rate
0.15%
0.15%
6.00%
6.00%

Non-Earmarked Assets
Whole Life Accumulated Value

0.00%

Whole Life Accumulated Value

0.00%

Concentrated Assets

Growth Rate

Primary Residence

1.00%

Business Interest - Norm

0.00%

Rates of return used to grow assets are hypothetical assumptions that you believe are reasonable for this plan and are not guarantees or projections. If your plan includes a probability analysis or an analysis of your current or target asset allocation, those
analyses may use assumptions regarding rates of return that are different from those used to model growth of your assets.

This plan is not complete without the Disclosure pages appearing at the end.
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Norm & Debbie Weston

Assumptions and Rates
Used in This Plan

Existing Coverage

Total Coverage

Term Life: Norm

$500,000

Term Life: Norm

$2,000,000

Whole Life: Norm

$864,548

Term Life: Debbie

$1,000,000

Whole Life: Debbie

$266,947

Rates of return used to grow assets are hypothetical assumptions that you believe are reasonable for this plan and are not guarantees or projections. If your plan includes a probability analysis or an analysis of your current or target asset allocation, those
analyses may use assumptions regarding rates of return that are different from those used to model growth of your assets.

This plan is not complete without the Disclosure pages appearing at the end.
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WHO WE ARE

George B Acord is a registered representative of NMIS, a registered

WHAT WE DO:

Northwestern Mutual is the marketing name for The Northwestern

broker-dealer and registered investment adviser owned by NM, and is

Your Representative will help you define your financial needs, assess

Mutual Life Insurance Company and its subsidiaries. Life and

licensed to sell and service mutual funds from hundreds of fund

your current circumstances, compare them with your goals, and

disability insurance, annuities, and life insurance with long-term care

families, as well as 529 and Coverdell college savings plans, and

chart a path to a more secure financial future. Your Representative

benefits are issued by The Northwestern Mutual Life Insurance

variable insurance products. Some NMIS registered representatives

has developed this plan with you to determine whether, or how, your

Company, Milwaukee, WI (NM). Long-term care insurance is issued by

are able to offer their clients stocks, bonds, ETFs and other securities.

needs can be met using any of the products and services your

Northwestern Long Term Care Insurance Company, Milwaukee, WI,

George B Acord is licensed to present to you advice in this plan

Representative can offer you. You are under no obligation to

(NLTC) a subsidiary of NM. Investment brokerage services are offered

regarding Asset Allocation and the Probability Analysis. Address: 233

purchase anything. You are free to implement any part of this plan

through Northwestern Mutual Investment Services, LLC (NMIS) a

Valley Rd Kewanee, IL 61443-3317

with any product provider, or not at all. Once your Representative has

subsidiary of NM, broker-dealer, registered investment adviser, and

prepared this plan for you, and delivered it to you, your financial

member FINRA and SIPC. Investment advisory and trust services are

If your Representative has the title of Financial Advisor or Wealth

planning engagement with Northwestern Mutual has terminated.

offered through Northwestern Mutual Wealth Management

Management Advisor, then (s)he is a representative of NMWMC, a

Northwestern Mutual and your Representative have no further

Company® (NMWMC), Milwaukee, WI, a subsidiary of NM and a

subsidiary of NM and a limited-purpose federal savings bank.

obligations to give you advice, recommendations or guidance

federal savings bank. Products and services referenced are offered

NMWMC representatives offer investment management and advisory

regarding your plan. Neither Northwestern Mutual nor your

and sold only by appropriately appointed and licensed entities and

services based on his or her qualifications, as well as trust and

Representative is obligated to monitor your plan or your situation to

financial advisors and professionals. Not all products and services are

private client services. Some Wealth Management Advisors offer

follow up on any recommendations or advice that may be included in

available in all states. Not all Northwestern Mutual representatives

clients fee-based financial planning. NMWMC has disclosure

this plan. If your financial situation has changed, then you should

are advisors. Only those representatives with “Advisor” in their title

brochures for the different types of services it offers that you may

contact your Representative to discuss whether you need a new plan.

or who otherwise disclose their status as an advisor of NMWMC are

request from your Representative.

Some Wealth Management Advisors offer financial planning for a fee.

credentialed as NMWMC representatives to provide investment
advisory services.

If you have entered into an engagement with a Wealth Management
Your Representative may have letters after his or her name, which
means that he or she has obtained certain additional qualifications or

The person working with you may have the title of Financial

designations. The Certified Financial Planner Board of Standards, Inc.

Representative, Financial Advisor or Wealth Management Advisor

owns the certification marks CFP® and Certified Financial Planner™,

(referred to here as “Representatives” or “Representative”).

which it awards to individuals who successfully complete initial and

Representatives have different capabilities as explained below.

ongoing certification requirements. The Chartered Advisor for Senior

All Representatives are agents of NM. In this capacity, they are able

Advisor for fee-based financial planning, then some of the
disclosures for this plan do not apply to your situation and you
should see the terms of the written agreement with your Wealth
Management Advisor for more details about your planning
engagement.

Living (CASL®) designation is conferred by The American College of

HOW YOUR REPRESENTATIVE GETS PAID:

Financial Services.

Your Representative is compensated only when you “take action,” by

to sell and service various types of NM insurance products, such as

purchasing insurance, investments or advisory services. Your

life insurance, disability income insurance and annuities, which can

Representative does not charge a separate fee for financial planning

help protect you and your family from adverse financial impact if you

and does not receive any compensation for helping clients analyze

die prematurely or become disabled and also may give you financial

where they stand compared to their financial goals (except for

security during retirement. They are part of NM’s exclusive

certain Wealth Management Advisors who offer fee-based planning

distribution system. Exclusivity means that NM makes its products

to some clients—see above).

available for sale only through NM agents such as your
Representatives and that your Representatives will offer suitable NM
products to you first. If you choose not to purchase an NM product,
or if NM does not manufacture a product that meets your needs, your
Representatives may also be able to sell and service insurance
products offered by other companies.
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As an insurance agent and registered representative, your

On the investment side, if your Representative is securities licensed,

ABOUT THIS FINANCIAL PLAN:

Representative may be compensated through commissions, which

then your Representative may receive a percentage of the

Your financial plan was generated by your Representative using

are typically calculated as a percentage of: (1) the insurance premium

commissions or fees collected by NMIS and/or NMWMC. As your

Northwestern Mutual’s proprietary financial planning software (the

you pay; (2) the amount you pay for an investment or annuity; or (3)

Representative increases sales, and reaches certain sales production

“software” or “planning tool”), and except for certain assumptions

the value assets held in your investment accounts. Some products

levels of both investment and insurance products, NMIS and NMWMC

discussed below, is based on the facts and information that you

pay more compensation than other products. This is usually because

incrementally increase the percentage of commissions and/or fees

provided to your Representative. The software uses the information

some products have more complex features and require more work

paid to your Representative. The higher the level of overall

that you provide about your current income, expenses, assets, and

from your Representative in the sales process and/or in the servicing

commissions or fees that your Representative is responsible for

liabilities along with assumptions about how those figures are

of the product as compared to products with lesser compensation.

generating, the higher the percentage of commissions or fees your

expected to change in the future (either increase or decrease) and

Representatives who are Financial Advisors or Wealth Management

Representative receives, which in turn lowers the percentage of fees

other assumptions and information that you tell us about your goals

Advisors receive as compensation a percentage of the fees you pay

or commissions retained by NMIS or NMWMC. The different sales

(and how you want to prioritize them) to model what your financial

as a client of an NMWMC advisory program, or a percentage of the

production levels and increasing percentages tied to those

future might look like based on those facts and assumptions.

fees you pay to receive trust or private client services.

production levels are known as a “grid,” which is typical in the
industry. The grid payout percentages range between 35% and 95%

Working with your Representative, the software can be used to model

Your Representative may also receive additional compensation in the

payable to the Representative, depending on the level of

highly customized versions of what your financial future might look

form of cash bonuses, non-cash compensation (e.g., achievement

commissions or fees generated by that Representative during the

like based on differing assumptions and goal prioritization. For

recognition, conferences, prizes, awards, preferential servicing) and

previous year. Therefore, a Representative's current year grid level is

instance, among the numerous other variables and assumptions that

retirement benefits based on commissions received in connection

set based on the Representative's previous year's sales production.

can be altered, you may be able to change: (1) how you decide to

with selling Northwestern Mutual insurance products; these forms of

The ability to improve grid placement in the following year

allocate your assets and income to fund your various goals; (2) the

compensation incentivize your Representative to recommend and

incentivizes your Representative to sell and service brokerage,

assumed rates of return used to grow your assets; (3) your assumed

sell NM insurance products.

variable annuity, advisory accounts and insurance products. For

rate of inflation; (4) your assumed retirement age; (5) the date you

detailed information regarding brokerage services offered by your

assume that you will begin taking Social Security; or (6) your

Representative through NMIS, including further information on how

assumed date of death.

your Representative and NMIS are compensated for those services,
please review NMIS’s Guide to Brokerage Services, available from
your Representative or at
https://www.northwesternmutual.com/investing-disclosure.

All of these assumptions and choices (among numerous others not
specified in this short list) can have a material impact on how the
software models your financial future. Because the software relies
heavily on assumptions, which by their nature are uncertain and may

NM Representatives know that in the long run they will benefit most

depart substantially from what actually happens, the output

by serving you well. Your interests and theirs align because they rely

produced by the software reflects a potential future outcome that

heavily on the referrals they receive from satisfied clients.

also is highly uncertain. It is one possible outcome and is not a

Nevertheless, the fact that your Representative may receive

projection or prediction of what will actually happen in the future or a

transaction-based compensation, such as commissions when

guarantee of what will happen. It simply is a reflection of what could

recommending investment and insurance products is a conflict of

happen based on the assumptions and other facts used to generate

interest. Northwestern Mutual addresses this conflict of interest by

the financial plan. Actual results will differ - and are likely to differ

educating its Representatives to act in your best interest and by

significantly – from what is depicted in your financial plan. As a

having a supervisory system that helps to ensure that insurance and

result, you should view this financial plan as educational in nature,

investment products are appropriately sold.

and you should not rely solely on any of the depicted expected
outcomes in making decisions to purchase investment or insurance
products or to take (or refrain from taking) any other particular action
with respect to achieving your financial goals.
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We disclose material assumptions that have been used in creating

Growth of Assets in Investment Accounts

Non-Qualified Deferred Compensation Plans

this financial plan either on the “Assumptions and Rates Used in this

Because the growth of assets in investment accounts is purely

If your plan includes assets held in a Non-Qualified Deferred

Plan” pages above, on the pages of your plan itself, or as otherwise

hypothetical and does not purport to project the growth of any

Compensation Plan (NQDC Plan), then the value of assets held in

indicated below. If you have any questions regarding any of these

particular securities or investment products or investment strategy,

your NQDC Plan are assumed to grow at a hypothetical rate of return

assumptions, please discuss them with your Representative.

no fees, costs, or expenses that may be associated with actual

that is used solely to illustrate the mathematical impact from growth

investment products are taken into account in the modeling of

at the assumed rate. It is not intended to project or predict how the

At Northwestern Mutual, we believe that financial planning is a

growth. If you were to attempt to implement this plan using actual

assets in the NQDC Plan may actually grow in value. The hypothetical

process and we recognize that clients take different approaches to

investment products, there would be fees, expenses, or other costs

rate of return that was used to grow NQDC plan assets is identified in

that process. Generally, we would expect your plan to include an

associated with those investment products which would have the

your plan.

analysis of your assets, liabilities, cash flows and your various

effect of reducing your overall return. We assume assets you

financial goals, but we make every effort to meet clients where they

currently have and save in the future will grow at a constant rate.

are on their path to financial security. Accordingly, this plan is

Rates of return used to grow assets in the plan are hypothetical

tailored to the specific goals or needs that you have asked your

assumptions that you believe are reasonable for this plan and are not

Representative to address, and may not represent a comprehensive

guarantees or projections. In addition, if your plan includes a

financial plan. For example, if you have only asked your

probability analysis or an analysis of your current or target asset

Representative to address your insurance needs, this plan may only

allocation, those analyses may use different assumptions regarding

include analyses and recommendations related to insurance.

rates of return than those used to model growth in investment
accounts.

ABOUT THE ASSUMED GROWTH OF ASSETS REFLECTED IN
YOUR PLAN

Growth of Cash in Bank Accounts
We assume that any cash in a bank account will grow at an annual
rate of return of 1.25%.
Growth of Annuities: When we model the growth of assets held in a
deferred annuity, we treat the annuity like any other account, and
with the exception of tax treatment, we do not model any of the
unique features or costs (such as mortality and expense fees) that
may be associated with annuity products. Deferred annuities

Cash Balance Pension Plans

generally are products that are intended to be held long-term, and as

All of the depicted growth of assets in your plan is hypothetical, not

We assume assets in cash balance pension plans grow at 3.1% per

a result, we assume that you earmark any deferred annuity that you

guaranteed, and not intended to project the growth or performance

year. When we show you the assumed rate of return on assets in your

own to your retirement goal. If your plan includes a deferred variable

of any particular security or investment that you currently own or that

plan, we are showing you the weighted average of the assumed

annuity that includes both variable and fixed subaccounts, then that

you may own in the future. The growth of assets is for illustrative

returns on investments and cash balance pension assets.

deferred variable annuity is not rebalanced annually and the growth

purposes only and should not be relied on except as a depiction of
one possible outcome.

rate for that annuity is not included when we calculate and display

Defined Benefit Pension Plans
We do not treat funds that your company has allocated towards a
defined benefit plan as an asset in your plan. Instead, based on
information provided by you about your defined benefit plan and
expected benefits from the plan, we assume that at (or after) your
retirement date, your defined benefit pension plan will generate
either a certain amount of a lump sum distribution or a series of
periodic payments (as shown in your plan) during your (and if a joint
life period payout period is assumed, your partner’s) lifetime. If your
plan assumes that you take a lump sum distribution from your
defined benefit pension plan, we assume that the lump sum
distribution is rolled over into a traditional IRA and that distributions
are made to you from the traditional IRA during the course of your
retirement as depicted in your plan. All amounts are hypothetical and
are not predictions or guarantees of the amount of funds that will be
available from your defined benefit pension plan.
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Growth of Non-Financial “Lifestyle” or “Concentrated”
Assets

Taxes: We assume you will pay state and federal income taxes and

Your plan may include a value and growth rate assigned to “non-

on information we have available. We calculate estimated federal

financial” or “concentrated” assets. Non-financial or concentrated

income taxes assuming you use the standard deduction and do not

Credit Card

15%

23%

assets include real property (such as your residence or land or

itemize. We calculate federal capital gains taxes according to current

Introduction Card

15%

23%

apartment building) and personal property not held in an investment

federal capital gains tax rates. For state income taxes we will use

Cash Card

23%

23%

account (such as art, business interests, collectibles, intellectual

each state’s tax brackets and applicable standard deduction and

property rights, commodities, or other similar tangible or intangible

exemption amounts to estimate state income taxes. We assume that

Student Loans

6%

6%

types of property). You are responsible for providing the value and

the current tax brackets will rise exactly in line with inflation into the

Personal Loans

6%

10%

6%

10%

Debt Type

FICA on your income, and we make an estimate of those taxes based

Good Credit

Bad Credit

Assumed Rate

Assumed Rate

growth rate of any such non-financial or concentrated assets to your

future. We calculate state capital gains taxes using state tax rates

Other Loans

Representative for inclusion in your plan. Your Representative is not

applicable to ordinary income in your state. We will withhold FICA

401(k) Loan

5.25%

5.25%

necessarily qualified to appraise value or assign expected growth

taxes for Social Security and Medicare. We do not withhold additional

rates to such assets and is not permitted to do so. You may instruct

Medicare taxes for high earners that were enacted as part of the

Auto Loan

6%

10%

your Representative as to the current value of such assets and may

Affordable Care Act. When we liquidate assets (e.g., retirement

Mortgage Loan

4.5%

5.5%

instruct your Representative to use an annual growth rate between

income, education), then excluding liquidations made for annual

HEL

6.5%

7.5%

-100% and 100% for such assets in your plan.

rebalancing, we will calculate applicable capital gains taxes based on

HELOC

5.5%

6.5%

information we have about basis of any non-qualified assets you own.
If we do not have information regarding your basis for non-qualified

Accumulated Value
Any depiction of the growth of accumulated value in your plan may

assets, then we assume that your basis is $0. We do not account for

include non-guaranteed elements and the actual growth may differ

potential capital gains and taxes thereon in connection with annual

from what is depicted in your plan. Accumulated value is not grown

rebalancing of non-qualified investment accounts. We assume when

at any particular rate and is based on either a basic or in-force

you use accumulated value from permanent life insurance to

illustration for the policy reflected in the plan.

generate income that you will withdraw the accumulated value in a
manner that will not be a taxable event, either through loans, using
dividends or surrendering to basis. However, if you withdraw too

OTHER ASSUMPTIONS WE MAKE:
Inflation: Unless otherwise indicated in your plan, we assume that
your expenses will increase at an inflation rate of 2.25%. Similarly,

much accumulated value from a policy, it may result in a taxable
gain.

unless otherwise indicated in your plan, we also assume that your
income will increase at an inflation rate of 2.25% (except for income

Liabilities: If you provide us with the specific interest rates that you

attributable to alimony, pension payments, annuity payments, or

pay on your debt, we will use those rates in the plan. Otherwise, we

disability insurance payments, which we do not adjust for inflation).

make assumptions about the interest rates you pay on your debts. If
you provide us your credit rating, we will assume that if you have
good credit you will have lower interest rates than if you have bad
credit. A credit score of 700 and above is considered good credit,
bad credit is anything below. If you do not provide us with a credit
score, we assume that you have good credit and use the rates
associated with good credit. The following chart lays out the interest
rate assumptions we will make (in lieu of telling us the rate you are
paying) for each debt type:
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Likelihood of Disability: In your plan, we may provide you with
information regarding the likelihood that you will become disabled
and the length of any disability. We use the 2013 Individual Disability
Insurance valuation tables from the American Academy of Actuaries
(the “IDI tables”) to determine the odds of you becoming disabled or
to project the average length of what a disability might be for you.
The IDI tables provide data regarding the risk and length of a
disability for individuals of differing ages, beginning with persons
who have attained the age of 20. If you have not yet attained the age
of 20 at the time that your plan is created, we use the data regarding
the risk and length of a disability for a 20-year-old person to
approximate the risk and length of a disability for you.
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Important Disability Income Insurance Information: Disability

We believe you should consider purchasing permanent life insurance

We assume that you are eligible for Social Security benefits in

income insurance policies contain some contractual features and

to meet some of your needs for life insurance if it appears you have

retirement. We calculate an estimate of the amount of income you

optional benefits that may not be available in all states. The ability to

enough resources to do so. We suggest that you consider allocating

may receive from Social Security based on what you have told us

perform the substantial and material duties of your occupation is

a portion of your goal dollars (the overall amount you spend to

about your current income. When we calculate your Social Security

only one of the factors that determine eligibility for disability

achieve your goals) towards purchasing permanent life insurance.

benefits, if you retire before your Full Retirement Age (“FRA”), we

benefits. Eligibility for disability income insurance, additional policy

Your Representative will recommend how much and what type of life

apply a modified earnings test rule. More specifically, if you are

benefits and qualification for benefits is determined on a case-by-

insurance you should purchase based on your circumstances.

younger than your FRA and you have any amount of earned income

case basis. Monthly benefits and final premiums for the coverage

above the exempt amount, then instead of a graduated reduction of

shown are subject to underwriting guidelines, issue limits and may

Retirement Date: If you are not already retired and you do not tell us

your Social Security benefits, we assume that your Social Security

require a medical examination. The amount of benefits provided

the age at which you plan to retire, we assume that you will retire on

benefits will be zero up until you reach your FRA. Upon reaching your

depends on the benefits selected and the premium varies with the

the first day of the month in which you turn 67 years old. If you tell us

FRA, we assume a Social Security benefit that is based on your

amount of benefits selected. Any disability policy referenced in this

that you will retire at a specific age, we assume that you will retire on

original claim month (without any adjustment to recoup any of the

plan also contains exclusions, limitations and reduction of benefit

the first day of the month in which you reach the age you have

benefits lost during the period of your retirement prior to reaching

provisions. For costs and further details regarding coverage,

specified. You may also tell us the year and month in which you plan

your FRA). For purposes of modeling the impact of a permanent

including exclusions, any reduction or limitations, and the terms

to retire, and in that case, we assume that your retirement begins on

disability, we assume that if you are age 39 or younger in the plan

under which the policy may be continued in force, consult with your

the first day of the month you have specified and in the year that you

start year, you will receive only 25% of the Social Security benefit that

Financial Representative or write to NM.

have specified.

you would otherwise have received in retirement, and if you are age

Life Insurance: In your plan, we may provide you with information

Income in Retirement: Unless you have specified an amount of

regarding how much life insurance we believe you should maintain.

income that you would like to have in retirement, we calculate an

In doing so, if you are married, we assume that you will need life

amount that we think you will need based on information that you

insurance to fund the needs of your spouse and any children. In

have provided to us about your expenses, debt repayments, and

Mortality: Unless your Representative has selected a different age,

general, this would include an amount sufficient to continue funding

insurance premiums. In making this calculation, unless you have told

we assume that if you are male, you will live until age 92 and if you

all expenses and goal contributions (such as saving for retirement,

us that certain of your expenses will end as of a particular date, we

are female, we assume you will live until age 95. We select these

education, paying off debt) that are in your plan. We will calculate all

assume that all of your pre-retirement expenses will continue into

assumed ages of mortality because, based on Social Security

the funds needed for a child’s education and include that amount in

and throughout your retirement and will continue to increase at the

mortality tables, there is a 90% probability that your lifespan will not

the life insurance need. We discount future expenses and expected

rate of inflation identified above or as otherwise indicated in your

exceed these assumed ages.

goal contributions at the rate of inflation to determine their present

plan. If you have told us that certain expenses will end as of a

value. We assume that the surviving spouse will be unable to work for

particular date, we will account for the discontinuation of those

three months after their partner’s death and include funds needed to

expenses as of that date. We also will take into account any debt

account for expenses during that time; we will refer to the money

repayments or insurance premiums that you will pay during

needed to be set aside for this expense as a Readjustment Fund. If

retirement and any applicable end date for those repayment or

you are single and do not have any children, we will recommend that

premiums. We use the amount of income that you need in retirement

you purchase at a minimum an amount of life insurance to pay off

(either the amount you have told us, or if you haven’t specified an

final expenses and any debts. We assume a default value of $25,000

amount, the amount calculated using the process described above)

for final expenses unless you provide us with a different amount.

to determine an amount that you need to save for retirement.

40 or older in the plan start year, then you will receive only 50% of

23-0410-17 (10/21)

ID 27ad771c-a96b-455e-950f-116f57ddf0cf j7f432754-2852-408f-b6e8-84568b4bfb9a | 1636494206871
This plan is not complete without the Disclosure pages appearing at the end.

the Social Security benefit that you otherwise would have received in
retirement.
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Permanent Life Insurance and Retirement: If your plan uses

The CMAs are based on forecasts of asset class returns over the next

Correlations: The following asset class correlation coefficients were

withdrawals of accumulated value from permanent life insurance as a

30 years and the table below includes both expected geometric

used (rounded to nearest hundredth):

supplemental source of income, we are assuming (1) that you have

mean returns and expected arithmetic mean returns. Component

been provided an illustration of a life insurance policy that supports

returns are provided to show where relevant tax treatment of asset

Asset

those accumulated values,(2) that your life insurance policy is not a

class returns in non-qualified accounts. If the hypothetical rates of

Class*

modified endowment contract, and (3) that the withdrawals of

return used to grow assets in your plan are not based on the CMAs,

accumulated value otherwise are being done in a way that does not

then for purposes of tax treatment, by default we assume that half of

1.00 0.91 0.90 0.78 0.80 0.62 0.35 0.17

1.00 0.17

0.22

generate income taxes on the withdrawals. Remember: (1) you need

the return is deferred growth and the remaining half is split equally

MC

1.00 0.94 0.72 0.73 0.57 0.32 0.16

0.91 0.16

0.20

to own permanent life insurance for a number of years to accrue

among interest, dividends, and capital gains. This default assumption

SC

1.00 0.71 0.72 0.57 0.31

0.90 0.14

0.18

significant accumulated value; (2) much of the growth in

may be adjusted by your Financial Representative. If you have

accumulated values that you will need will depend on dividends,

questions regarding the division of gains between or among deferred

which are not guaranteed; (3) using accumulated value for loans or
withdrawals will decrease the death benefit; and (4) if you withdraw

EMR

1.00 0.43 0.28 -0.07 0.80 -0.07 0.26

plan, consult with your Financial Representative.

RE

Expected
Return- Interest
Geometric

US Equity Large Cap

that may exist. During the retirement phase of your plan, we assume

US Equity -

that you save any surplus that may exist.

Mid Cap
US Equity -

Saving for Retirement: The goal contribution section in the plan may

Small Cap

show how much you should save for the next 1-2 years. However, in

Int'l

the future, you may have to increase your savings even higher than

Developed

the amounts suggested in the goal contributions section.

Markets

0.22

0.62 0.22

0.06

1.00 0.24

0.35 0.24

Capital
Gains

Dividends

Deferred

0.30

1.00

0.00 1.00

Growth

0.56

Deviation OTH
Arithmetic

1.00 0.17

0.22

UCL

1.00

0.22

Expected
Return-

Standard FI

5.85%

0.00% 1.31% 1.61%

2.93%

6.95%

15.11%

6.91%

0.00% 1.98% 1.47%

3.46%

8.29%

16.92%

7.26%

0.00% 2.48% 1.15%

3.63%

9.14%

19.91%

5.84%

0.00% 0.24% 2.68%

2.92%

7.09%

16.16%

10.29%

20.99%

5.51%

0.00% 1.03% 3.38%

1.10%

7.26%

19.39%

Assumptions (CMAs), which are some educated assumptions we

Commodities2.48%

0.00% 1.24% 0.00%

1.24%

3.86%

17.24%

make about how asset classes will perform in the future. The

Fixed Income 2.40%

2.40% 0.00%0.00%

0.00% 2.48%

4.26%

Other

0.00% 0.00%2.86%

0.00% 4.51%

6.87%

Unclassified 4.54%

0.96% 0.74% 1.11%

1.72%

5.39%

9.27%

Cash

1.45% 0.00%0.00%

0.00% 1.47%

2.10%

the CMAs. In the following section, there is a more detailed
explanation of how we calculated the CMAs.
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International Emerging Markets, RE = Real Estate Securities, COM =
CSH = Cash/Cash Alternatives

about any current or target asset allocation depicted in your plan and
4.12%

Northwestern Mutual Investment Risk Management Division prepared

* LC = US Equity – Large Cap, MC = US Equity – Mid Cap, SC = US

We will use the above CMAs for making return and risk assumptions
0.00% 1.92% 2.20%

Probability Analysis that may appear in the plan on Capital Markets

1.00

Commodities, FI = Fixed Income, OTH = Other, UCL = Unclassified,

Int'l
Emerging

CSH

Equity – Small Cap, DEV = International Developed Markets, EMR =

8.24%

We base our analyses of asset allocation, investment risk, and the

1.00 0.21

COM

Surplus Cash Flows: If your income exceeds the amount that we

ASSET ALLOCATION, INVESTMENT RISK AND YOUR
PROBABILITY ANALYSIS:
Capital Markets Assumptions (CMAs)

0.14

OTH UCL CSH

growth, interest, dividends, and capital gains that is used in your

Asset Class

retirement phase of your plan, we assume that you spend any surplus

FI

1.00 0.73 0.42 0.27 -0.04 0.78 -0.04 0.27

taxable gain and/or you may cause the policy to lapse and terminate.

goals, we refer to that excess cash flow as "surplus." During the pre-

SC DEV EMR RE COM

DEV

too much accumulated value from a policy, you may generate a

assume you are spending on expenses and contributing toward

LC

LC MC

for any Probability Analysis that is included in your plan.

Markets
Real Estate
Securities

4.29%

1.45%
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Default Portfolios: For accounts where you do not provide us
information about current asset allocation (and for all assets in
retirement decumulation) we will use the following assumptions for
default portfolios that are based on the CMAs:
0-4
Time to Goal

and Retirement
Decumulation

23
5-9

10-14 15-22

and
beyond

Rate of Return

4.54%

4.54% 4.54% 5.27% 5.66%

Standard Deviation

9.29%

9.29% 9.29% 12.10% 13.59%
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How We Make the Capital Markets Assumptions

The models we use to randomize risk factors consider present asset

US Equity - Mid Cap (MC): Investments in companies in the US with

prices and current economic conditions as the starting point for

average market capitalization of $4 billion. Associated index: S&P

The simulated asset class returns and inflation rates were developed

simulations. The mean reversion within the model means that each

400 Index.

by the Investment Risk Management division of Northwestern Mutual.

year the average of risk factors change, and the returns of asset
classes are different, and shift over time.

US Equity - Small Cap (SC): Investments in companies in the US with
average capitalization of $1.5 billion. Associated index: S&P 600

The Capital Market Assumptions (CMAs) shown above are based on
the averages derived from 1000 trials over a thirty-year time period.

The simulation considers present asset values and interest rates as its

For purposes of the performing any probability analysis in your plan

starting point. Compared to historical averages, at the time these

(as further described below), and for showing the possible risk and

simulations were done, equity asset classes were assumed to be

Although stocks have historically outperformed bonds, they also have

return relationship over time in your plan, we use CMAs calculated

richly valued. Thus, in the short term, equity asset classes have lower

historically been more volatile. You should carefully consider your

for each year, which vary over time.

average returns as valuation levels return to historical averages. In

ability to take risk with equities. Investing in companies with small and

the longer-term equity asset classes average returns increase as the

mid-size capitalizations or with shorter operating histories may

importance of current valuation levels diminishes. The model also

present more financial and other risks than investing in companies of

considers current interest rates, which are low by historical

larger capitalizations and more seasoned companies. Their securities

standards. The simulations assume that over time real interest rates

may also trade less frequently and in lower volumes making their

will increase as they revert to historical averages. Cash and Fixed

market prices more volatile.

The model that we use for simulating asset class returns and inflation
assumes that risk factors in the economy (such as nominal and real
interest rates, investment grade corporate spreads and equity
factors) are the drivers of asset class returns. We studied the
historical correlation between these risk factors and the prices and
performance of asset classes and constructed a statistical model that
could explain the prices of asset classes over time based on the risk

Income have lower short-term rates of return, due to current interest
rates, but average returns increase with the assumption that real
interest rates will increase as well.

factors. We also consider current valuation levels of asset classes.
In each of the 1000 trials, we randomized the economic risk factors
to create a possible future path of the economy, and each year
calculated the asset prices and returns based on the randomized risk
factors. For example, if the risk factors show the economy in a
recession, higher corporate spreads correspond to the lower equity
returns. We randomize the risk factors using a time series model with
mean reversion, meaning that the values in one year are the starting
point for determining the values in the next year, and that over time
risk factors revert to the economic assumptions that underlie the
CMAs and not necessarily historical averages. NM CMAs are intended
to put into perspective realistic expectations of investment riskreturns profiles of various asset classes and to reflect the relative
behavior of the asset classes over the long-term. The development of
CMA combines two forecasting approaches: (1) quantitative empirical
modeling to capture historical data relationship, and (2) forwardlooking adjustments which reflect judgement and insight from

International Developed Markets (DEV): Investments outsides the US
in countries with more developed economies. Associated index:
MSCI EAFE Index.

ASSET ALLOCATION GLOSSARY OF TERMS AND RISK
DISCLOSURE
Asset Classes: An asset class is a group of investments that have
similar features and risk/return characteristics. Market capitalization
refers to the number of outstanding shares of stock multiplied by the
current price of one share. United States equities are often
categorized by their market capitalization, which is an indicator of a
company’s size. A brief description of each category and asset class
follows, with the abbreviations that will be used to refer to those
asset classes in other places when abbreviation is appropriate. In
addition, an index corresponding to each asset class is identified. If
your plan includes an illustration of the Efficient Frontier that
includes historical performance information regarding a specific
asset allocation, the historical performance information was
calculated using the historical performance of the index as a proxy
for the performance of the asset class with which it is associated as
indicated below.

internal asset managers and third-party CMA providers.
US Equity - Large Cap (LC): Investments in the largest companies in
the US with average market capitalization of more than $20 billion.
Associated index: S&P 500 Index.

23-0410-17 (10/21)
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International Emerging Markets (EMR): Investments outside the US in
countries whose economies are less developed or are emerging.
Associated index: MSCI EM Index.
Investing internationally, globally or in emerging markets may involve
higher expenses and additional risks not present when investing
solely in the U.S. markets, including political, currency and financial
reporting risks. International emerging and developing markets may
be less liquid and more volatile because they tend to reflect economic
structures that are generally less diverse and mature and political
systems that may be less stable than those in more developed
countries.
Real Estate Securities (RE): Investments in vehicles such as
investment trusts that own or invest in real estate properties (i.e.
REITs). Associated index: DJ US Select REIT Index.
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Investing in special sectors, such as real estate, can be subject to

Cash/Cash Alternatives (CSH) is comprised of securities that can

Standard Deviation: Standard deviations shown above are

different and greater risks than more diversified investing and may

quickly be converted into cash such as U.S. government Treasury

determined from simulations of the asset class returns over time,

present more financial and other risks than investing in companies of

bills, bank certificates of deposit, and other money market

based on volatility in a 30-year period. Standard deviation is the most

larger capitalizations and more seasoned companies. Investing in real

instruments. Associated index: CITI T-Bill 3-Month Index.

common measure of risk and is a statistical measure of the degree to

estate companies entails some of the risks associated with investing

which an individual value in a probability distribution tends to vary

in real estate directly, including sensitivity to general and local

Other (OTH) is comprised of investments that cannot be classified in

from the mean of the distribution. Higher standard deviation

economic and market conditions, demographic patterns, changes in

any of the other main asset classes. We assume that Other assets

numbers indicate higher volatility and greater risk of loss. The

interest rates and governmental actions.

have the same risk and return assumptions as a moderately

standard deviation of a portfolio is calculated using the standard

conservative portfolio, comprised of an asset mix of 40% equities

deviations and weightings of each asset class as well as the

and 60% fixed income securities.

correlations between the asset classes represented in the portfolio.

Commodities (COM): Investments in physical commodities such as

Standard deviation assumes a normal bell-curve-shaped distribution

oil, copper or coffee through funds that invest in futures contracts.
Associated index: BCOM Index.

Unclassified is comprised of investments that can’t be classified
either due to the investments’ complexity or lack of information

Commodity prices fluctuate more than other asset prices with the

about the investments. We assume that Unclassified assets have the

potential for large losses and may be affected by market events,

same risk and return assumptions as a balanced portfolio comprised

weather, regulatory or political developments, worldwide competition,

of an asset mix of 60% equities and 40% fixed income securities.

pattern predicted by a normal distribution. Standard deviation does
not capture the risk of large short-term declines in value such as
market losses that occurred in 2008-2009.
Correlation: Correlation coefficients shown are also based on

and economic conditions.
Expected Return: The appreciation/depreciation of a hypothetical
Fixed Income (FI): Bonds and debt securities, and represent loans

portfolio expressed as a percentage per year. Expected returns are

made by an investor to a government, government agency or

based on the Northwestern Mutual CMAs described above. Expected

corporation, including treasuries, corporate bonds, municipals bonds

returns may be expressed as either an assumed arithmetic means or

and mortgage-backed securities. With fixed-income securities and

geometric mean. An arithmetic mean is simply the sum of all returns

bonds, when interest rates rise, the price of the assets you own

divided by the number of periods over which the return is calculated.

declines, which could negatively affect overall performance. Bond

This is also called the average return. A geometric mean is the

prices correlate inversely with interest rates and this effect is usually

compounded average return of the asset class over time. If there is

more pronounced for longer-term bonds making their prices more

any volatility in the returns of a portfolio, the geometric mean will be

volatile. At maturity, the issuer of the bond is obligated to return the

lower than the arithmetic mean.

principal (original investment) to the investor. Bond funds (mutual
funds and ETFs) continuously replace the bonds they hold as they

Expected return estimates are not meant to forecast the performance

mature and thus do not usually have maturity dates and are not

of a fund or security and do not guarantee future results. Expected

obligated to return principal. Associated Index: BarCap US Aggregate

return estimates assume reinvestment of all income (dividends and

Bond Index.

capital gains) and do not account for the impact of taxes, investment
costs (such as transaction costs, fees, or other charges associated

High yield bonds present greater credit risk than bonds of higher

with the investment), or inflation. If your plan includes an Efficient

quality. Bond investors should carefully consider risks such as interest

Frontier tool analysis, the likelihood (based on the CMAs) that the

rate risk, credit risk, liquidity risk, securities lending risk, repurchase

depicted asset allocations will grow at a rate equal to or greater than

and reverse repurchase transaction risk. A significant rise in interest

the expected rates of return specified in the analysis is approximately

rates in a short period of time would cause losses in the market value

50%.

of any bonds or bond funds that you own.
Risk (Investments): The possibility of getting a lower return on an
investment than expected or losing your principal.

23-0410-17 (10/21)
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simulated asset class returns over a 30-year time period. Correlation
is the nature of the relationship between two performance variables.
If the variables simultaneously increase or decrease in value a
positive correlation exists. If one increases as the other decreases, a
negative correlation exists. The correlation coefficient is a measure
of the degree of correlation between the two performance variables,
such as the rates of returns on stock and on bonds, and is an input
used in Modern Portfolio Theory to construct an asset allocation. The
range of values for the correlation coefficient is from -1 to +1
inclusive. A correlation coefficient of zero indicates that no
correlation exists; a correlation coefficient of 1 mean that the
variables move perfectly in lockstep; a correlation coefficient of -1
means that they move inversely in lockstep. Asset classes tend to
correlate more closely during periods of high market volatility, so the
benefits of diversification may not be as apparent during such
periods.
Volatility: The degree to which an investment’s return has fluctuated;
the variability of an investment’s returns. Volatility is the visible,
quantifiable manifestation of risk, including the risk of losing your
principal. Standard deviation is a measure of volatility.
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IMPORTANT: The projections or other information generated in this

Your plan may contain a depiction of the efficient frontier with a

The vast majority of the NM’s managed assets back most of its life,

plan regarding the likelihood of various outcomes are hypothetical

current and target asset allocation plotted on it. NMWMC

disability income and Portfolio Income Annuity liabilities. A portion of

in nature, do not reflect actual investment or life results and are not

constructed the efficient frontier based on asset allocation models

managed assets backs the remaining liabilities (primarily fixed

guarantees of future results. Results may vary with each use and

that it developed based on MPT using a technique known as Mean

deferred annuities, income plans and long-term care insurance),

over time. Other investments not considered may have

Variance Optimization (“MVO”). MVO provides a statistical method

which have different investment exposures than described in this

characteristics that are similar to or superior to those being

for creating portfolios where particular asset class allocations are

report.

analyzed.

employed to attempt to maximize return for a given level of risk or
minimize risk for a given level of return. MVO involves constructing

When purchasing NM’s life insurance and annuity products, clients

Asset classification information contained in this plan for your

diversified portfolios using estimates of future asset class behavior

are not investing in the company’s General Account portfolio but

current holdings is supplied by Morningstar, Inc.©2020. All Rights

(expected return), standard deviation of each asset class, and

purchasing products backed by the financial strength of

Reserved. Information on asset classification (1) is proprietary to

correlation (or lack thereof) of the asset classes to one another (see

Northwestern Mutual. The company’s variable universal life

Morningstar and/or its content providers; (2) may not be copied or

these figures in the tables above). Using the MVO technique, a

insurance, variable life insurance and variable annuity products

distributed; and (3) is not warranted to be accurate, complete or

number of portfolio mixes that qualify as efficient were created and

(“variable products”) are backed by assets and related liabilities in

timely. Neither Morningstar nor its content providers are responsible

plotted as distinct “points” on a risk and return graph. The curved

Separate Accounts that are segregated from the General Account,

for any damages or losses arising from any use of this information.

line that connects these efficient allocations is generally referred to

though General Account assets are used to guarantee the payment

Certain assets may be classified by NMIS and/or Northwestern

as the “efficient frontier.” The efficient frontier illustration assumes a

of certain benefits under the variable products. For more information

Mutual Wealth Management Company instead of Morningstar.

time horizon of 30 years and the reinvestment of all dividends and

regarding variable products, refer to the applicable prospectus.

other earnings. The resulting asset allocation mixes are typically
The asset allocation assumptions and models presented in this plan
are based on generally accepted investment theories and methods.
All the material facts and assumptions on which these models are
based are disclosed. To the extent that any specific investment

referred to as “efficient” portfolios. As you move up the curve, this
efficient frontier represents each subsequent "point" as having
slightly more risk and return than the previous allocation. There are
many efficient portfolio mixes along the efficient frontier.

alternatives are identified in this plan, or otherwise, there may be
other investment alternatives that have similar or superior risk and

If your plan includes a depiction of the NM DIR plotted on the

return characteristics that may be available. Please ask your

Efficient Frontier, review the following carefully. The plotted DIR

Representative for more information. In applying any asset

reflects the average annual DIR for unborrowed funds for most

allocations presented here when making investment decisions, you

permanent life insurance policies with direct recognition for the

should consider all of your other assets, income and investments.

years 2010-2019. The primary function of permanent life insurance is
to provide a death benefit. The volatility of the DIR does not reflect

THE EFFICIENT FRONTIER AND NM DIVIDEND INTEREST
RATE (DIR)
The risk-return relationship is central to investing. Typically, lower-risk
investments generate lower returns than higher-risk investments,
which offer the potential for higher returns. According to modern
portfolio theory (“MPT”) and a concept called “the efficient frontier,”
a mix of lower- and higher-risk investments offer both more
consistent performance and higher returns over time.

that of the underlying assets of the general account portfolio in part
because determination of the DIR in any given year considers
investment performance over a period of years. The DIR is not the
rate of return on a policy and is only one factor for determining the
permanent life insurance dividend. Currently, nearly 70% of our life
insurance dividend payout is a result of our industry-leading
persistency, favorable mortality costs and diligent expense
management. Policy value is best measured by annual studies of
long-term performance and not by one component of the dividend
scale, such as the DIR.
About Northwestern Mutual’s General Account investments and
insurance products
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NM provides further information regarding the asset mix of its
portfolio on its website at www.northwesternmutual.com/financialinformation.
Important Information about determining dividends
NM’s DIR for unborrowed funds for most traditional permanent life
insurance policies reflects the investment performance of the
applicable managed assets net of taxes and any contribution to
surplus. This rate is used for the determination of the interest
component of a policy’s dividend. The rate is applied to unborrowed
funds for most traditional permanent life insurance policies after
mortality and expense charges have been deducted from policy
values. Depending on the terms of a particular policy, a different rate
may be applied. For example, either a different rate is credited on
borrowed funds to reflect individual policy loan activity, or all funds,
both borrowed and unborrowed, are credited with a single rate that
reflects the average level of borrowing for all similar policies.
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Decisions with respect to the determination and allocation of

The higher retirement income amount and higher legacy figure

If your plan includes a Probability Analysis for your retirement goal, it

divisible surplus are left to the discretion and sound business

referenced on the Integrated Retirement Portfolio page in your plan

was developed using Monte Carlo simulations to assess the

judgment of NM’s Board of Trustees. There is no guaranteed specific

represent the additional amount of annual income and legacy value

likelihood that you will have sufficient assets to generate a level of

method or formula for the determination and allocation of divisible

(expressed as a percentage) that you may be able to have by

income adequate to cover your anticipated expenses during the

surplus. Accordingly, NM’s approach is subject to change. Neither the

combining investments, deferred income annuities, and permanent

entirety of your retirement. Monte Carlo is a method used to simulate

existence nor the amount of a dividend is guaranteed on any policy

life insurance as opposed to an investments-only approach.

randomness in variables whose behavior is uncertain in order to

in any given policy year. Some policies may not receive any

obtain a range of possible outcomes. The outcomes within the range

dividends in a particular year or years even while other policies

The independent research referred to on the page used a variety of

are then used to make predictions regarding the likelihood that a

receive dividends.

additional important underlying assumptions to run its simulations

particular outcome (or set of outcomes) will occur. Your Probability

and generate the reflected results. A complete description of the

Analysis was conducted using 500 trials in which we randomized the

AN INTEGRATED RETIREMENT PORTFOLIO

research and underlying assumptions is available here:

returns on your investments (based on the asset allocation of your

If your plan includes “An Integrated Retirement Portfolio” page,

https://www.ey.com/en_us/insurance/how-life-insurers-can-provide-

retirement accounts and the CMAs). The “Probability of Success,”

review the following carefully. The “income annuity” referenced is

differentiated-retirement-benefits.

expressed as a percentage in your plan, reflects the percentage of
the 500 trials that were successful. A trial was successful if the

assumed to be a deferred income annuity with persistency bonuses
and non-guaranteed dividends, referred to as a “deferred income
annuity with increasing income potential” in the research.

PROBABILITY ANALYSIS
IMPORTANT: The projections or other information generated by the
Probability Analysis regarding the likelihood of various outcomes

To obtain the figures regarding retirement income and legacy values,

are hypothetical in nature, do not reflect actual investment or life

the author of the independent research conducted a Monte Carlo

results and are not guarantees of future results. Results may vary

analysis to generate 1,000 scenarios, each of which contains a time

with each use and over time.

series of interest rates, inflation rates, equity returns and bond
returns across the planning horizon. Two outcome metrics generated
through these simulations were then analyzed: (1) after-tax retirement
income that can be sustained at 90% probability of success; and (2)

retirement assets that you expect to accumulate generated sufficient
income to cover your anticipated retirement expenses from your
retirement date through the assumed date of your death (or, if you
are planning with a partner, the date of death of the last survivor as
between you and your partner). When we run the trials, we also take
into account income you may have from other sources, including
social security, annuities, pension benefits, earned income of a
partner, life insurance death benefits, and (if scheduled as part of
your plan) distributions of accumulated value from a life insurance
policy.

median legacy value at the end of the time horizon.
Probability Analysis randomizes both asset returns and inflation using
In the simulations, retirement income amount was derived from
systematic withdrawals from investments, dividends and income
payments from the deferred income annuity, and surrenders or policy
loans from the permanent life insurance cash value. When calculating
retirement income, ordinary income tax rates (federal and state) were
applied to withdrawals from qualified assets and deferred income
annuities. Income taxes typically do not apply to any cash flows from

the CMAs (See How We Make the Capital Markets Assumptions). If
your Financial Representative has made a plan-level adjustment to
those returns or the inflation rate, it is disregarded for the purposes
of the Probability Analysis. However, if your Financial Representative
has adjusted the assumed inflation rate of an individual expense or
source of income, the Probability Analysis will use the adjusted
inflation rate for that specific expense or income.

permanent life insurance since it is assumed that cash value is
surrendered until the basis is exhausted and then policy loans are

The CMAs provide annual average return, standard deviation, and

taken thereafter. The legacy value was calculated as the sum of the

correlations which are then re-simulated with a multivariate

face amount of life insurance (term or permanent) and investments,

lognormal distribution. Every year your previous balances,

after taxes on qualified assets and estate taxes, if applicable that was

contributions, and matches grow based on the current year's rate.

left at the end of the projection period.

The portfolio is assumed to be annually rebalanced to the target
allocation with no transaction costs.
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Other Assumptions and Disclaimers: Your portfolio may not be

CLUT – Charitable Lead Unitrust refers to a type of irrevocable trust

adequately diversified which could affect the validity of the

to which a donor contributes assets that are then used to pay an

ILIT – Irrevocable Life Insurance Trust refers to an irrevocable trust

simulation process described above when applied to your actual

amount each year to a charity of the donor’s choosing that varies

that owns one or more life insurance policies and typically is used to

circumstances. The Probability Analysis assumes that your holdings

based on the fair-value of the trust assets recalculated annually. At

avoid including the death benefit in the insured’s estate, provide

are well diversified and representative of the asset class in which

trust termination, remaining assets in the trust either pass to the

liquidity to pay estate taxes, and equalize inheritances.

they are categorized. The simulation does not distinguish between

named beneficiaries or revert to the donor.

QTIP – Qualified Terminable Interest Property Trust refers to a trust

different holdings within an asset class, but assumes that any

CRAT – Charitable Retained Annuity Trust refers to a type of

where the grantor transfers assets to a trust for the benefit of his or

holdings within an asset class are representative of the asset class as

irrevocable trust to which a donor contributes assets that are then

her spouse who is a U.S. citizen; the transfer qualifies for the

a whole. In addition, the Probability Analysis does not take into

used to pay a fixed annuity amount each year to the donor. At trust

unlimited marital deduction, and the grantor maintains some control

account any fees or transaction costs when it runs the simulation. If

termination, remaining assets in the trust pass to the named

over who receives the remaining trust principal at the spouse-

fees or transaction costs were included, your results would not be as

charitable beneficiary.

beneficiary’s death.

favorable.

CRUT – Charitable Retained Unitrust refers to a type of irrevocable

SLAT – Spousal Lifetime Access Trust refers to a trust that the

trust to which a donor contributes assets that are then used to pay an

grantor’s spouse, as a beneficiary, may receive distributions from

amount each year to the donor that varies based on the fair-value of

during the lifetime of the grantor.

PX - Estate Planning Disclosures
If your plan includes estate plan modeling, review the following

the trust assets recalculated annually. At trust termination, remaining

information carefully and if you have any questions, contact your

assets in the trust pass to the named charitable beneficiary.

Representative. Like the rest of the modeling done in your plan, any

CST – Credit Shelter Trust, also known as a Bypass Trust, refers to a

modeling of estate planning scenarios is hypothetical and is based

trust designed to receive assets valued up to the amount of the

on information provided by you that has not been verified by your

decedent’s federal estate tax exemption.

Representative or by any of NM, NMIS, or NMWMC. Your

GRAT – Grantor Retained Annuity Trust refers to a type of irrevocable

Representative does not, and cannot, provide you with tax or legal

trust designed to minimize gift or estate taxes. The trust exists for a

advice. In addition, none of NM, NMIS, or NMWMC can provide you

period certain and during that period certain makes payments to the

with tax or legal advice. Accordingly, you should not interpret the

grantor. At the trust termination, the trust principal is paid to the

modeling performed in this plan as a recommendation to take any

beneficiary.

particular course of action, but rather as educational in nature and as

GRUT – Grantor Retained Unitrust refers to a type of irrevocable trust

information that you can use with your legal or tax advisor when

designed to minimize gift or estate taxes. The trust exists for a period

determining whether, and to what extent, you may wish to implement

certain and during that period certain makes annual payments to the

certain estate planning strategies using trusts, wills, or other legal

grantor that varies based on the fair value of the trust assets

documents.

recalculated annually. At the trust termination, the trust principal is
paid to the beneficiary.
GST – Generation Skipping Transfer Exempt Trust refers to a trust

Glossary of Terms

that is designed to pass wealth from generation to generation

We may use abbreviations to refer to certain types of trusts in your
plan. Here are abbreviations that you may see and what they mean:
CLAT – Charitable Lead Annuity Trust refers to a type of irrevocable
trust to which a donor contributes assets that are then used to pay a
fixed annuity amount each year to a charity of the donor’s choosing.
At trust termination, remaining assets in the trust may pass to the
named beneficiaries or revert to the donor.

without incurring estate, tax, or generation skipping transfer taxes at
those further generations.
GTT – Generic Testamentary Trust refers to an irrevocable trust that
receives assets upon death of the grantor either in a specific amount
or the residue of the grantor’s estate.
IDGT – Intentionally Defective Grantor Trust refers to a trust in which
the grantor retains certain powers over the trust that cause the trust
to be considered a grantor trust, where the grantor pays the income
tax on the trust’s income. However, transfers to the trust are
completed gifts for gift tax purposes and not includable in the gross
estate of the grantor for estate tax purposes.
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Other terms or abbreviations we may use include the following:

FLP – Family Limited Partnership is a legal entity owned by two or
more family members and to which a family’s assets are contributed
that is often created for the purpose of reducing gift and estate
taxes.
Gross Estate – When we use the term “gross estate” we are referring
to the sum total of all assets that would be included within the
decedent’s estate for federal estate taxation purposes.
Inside Estate – If your plan include an Estate Distribution Overview
page, “Inside Estate” represents the Gross Estate of the individual at
the year of the first death event.
Outside Estate – If your plan includes an Estate Distribution
Overview, “Outside Estate” represents the value of the intervivos
trust(s) that still exist at the year of the first death event for the
grantor.
GSTT – Generation Skipping Transfer Tax refers to the taxation of
certain transfers by gift or inheritance to beneficiaries who are more
than one generation younger than the donor or the decedent (for
example, grandchildren or great-grandchildren) or to unrelated
beneficiaries who are 37½ or more years younger than the donor or
the decedent. Transfers to trusts for such beneficiaries are also
subject to the GSTT.
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Taxes:

Goal Tracking: You are responsible for making the contributions to

IRD – Income in Respect of a Decedent refers to an asset owed by a

Federal Estate Tax Exemption – For purposes of showing you how

your accounts to achieve your goals. We may provide you tools to

decedent at death which is subject to both the estate tax and the

changes in the federal estate tax exemption may impact your estate

assist you in determining whether you are on track to meet your

income tax (for example, IRAs, 401(k)s, accrued wages.

planning, your Representative may use an assumed federal estate tax

goals. However, we are not monitoring your plan or your goals. The

NQ or “Non-Qualified” Assets – These types of assets generally to not

exemption that differs from the estate tax exemption under current

advice you have received in this plan is based on the information we

meet federal tax requirements for deferred tax treatment with

law. The assumed estate tax exemption used by your Representative

have today. If your circumstances have changed from those detailed

respect to interest, dividends, and realized capital appreciation.

in this plan may be found in the Assumptions section immediately

here, you should contact your Representative to discuss whether it

Contributions made to these asset also are not tax-deductible.

above these disclosures. The amount indicated in the Assumptions

makes sense to re-run your plan, as that may change the advice we

Qualified Assets – These types of assets generally meet federal tax

section is grown from the “start year” to the “end year” at the growth

give you about how to meet your goals.

requirements for deferred tax treatment with respect to interest,

rate indicated to determine the exemption amount available at the

dividends and realized capital appreciation. Contributions made to

assumed date of death.

Employee Stock Options: Any valuation of employee stock options or

these accounts by the employer or the employee are generally

State Estate Taxes – In addition to federal estate taxes, certain states

restricted stock (collectively referred to as “ESOs”) that is contained

deductible for federal tax purposes (except for Roth IRAs, Coverdell

may impose estate or inheritance taxes. Your Representative may

in this plan is based on information you have provided and is solely

ESAs, and 529 plans).

assume that you will pay state estate/inheritance tax, and if so, that

an estimate for analysis purposes only. The valuation shown may take

UMD – Unlimited Marital Deduction refers to the estate and gift tax

assumption is reflected as either a dollar amount or percentage in

into account an estimate of taxes that will be incurred if you exercise

deductions available to the estate of a deceased spouse or to a living

your plan’s Assumptions. If specified as a dollar amount, there may

any ESOs. This plan is not intended to constitute advice on whether

spouse for all assets transferred to the spouse as long as the spouse

be a growth rate associated with it, which is the rate at which that

or how to exercise any ESOs or whether to buy or sell the stock

is a U.S. citizen.

dollar amount is grown to the assumed date of death for purposes of

underlying any ESOs. ESOs are by their nature more volatile than the

calculating the amount of state estate tax we assume you will pay.

underlying shares of stock. Please consult your tax professional or

Additional Information about Assumptions We Make for Estate Plan
Modeling

tax advisor regarding the possible tax consequences of exercising or
Beneficiaries – The beneficiaries who are identified in your plan’s

selling ESOs. Any rate that is used to grow ESOs or any restricted

Assumptions may refer to the any person who is a beneficiary of your

stock awards as part of your compensation are purely hypothetical,

When we model estate planning strategies, we make certain

assets either because that person is an heir under your will or

are not intended to project or predict how the stock might grow, and

assumptions regarding the growth of assets, taxes, mortality, gift

because that person is the beneficiary of a trust or other type of non-

is a rate that you believe is reasonable for the purpose of estimating

giving and other events that can impact the modeling that we

probate transfer at death.

how such ESOs or restricted stock may affect your income in the
future.

perform. Material assumptions are disclosed in the Assumptions
section of this plan that immediately precedes these disclosures. We

Growth of Assets – Unless otherwise indicated in your plan, for estate

provide additional information regarding certain of those

planning purposes, we assume that your assets grow at the rates

The value we ascribe to a vested, unexercised purchase option

assumptions below.

indicated in your plan’s Assumptions. When, for estate-planning

equals the difference between the hypothetical market price of the

purposes, we assume that assets are transferred to a trust, a separate

underlying security and the option's exercise price, multiplied by the

growth rate may be assumed for those assets, and those rates are

number of shares the option entitles you to purchase. If the

reflected in your plan. Remember that all growth rates are

difference between the hypothetical market price and the exercise

hypothetical assumptions that you believe are reasonable for the

price is less than zero, then the option is valued at $0.

plan and are not projections or guarantees.
Limitations of Your Plan: Planning is useful for a variety of obvious
reasons, but under no circumstances should you believe that this
plan is a prediction or projection about the future. Your
Representative, NM, and its subsidiaries are not projecting or
forecasting that the rates that you see in your plan will occur in the
future. Charts or illustrations used in this plan are for illustrative
purposes and are not intended to represent the performance of any
insurance product or investment.
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While this plan may contain general information regarding asset

The Information in Your Plan: The information contained in this plan,

We make no representation that the account values or characteristics

allocation and assumed returns for various asset allocations, it does

including account values, is for informational purposes only and may

reflected in this plan are accurate, current, or complete. Any

not constitute an offer to buy or sell any particular security or

not reflect all policies, holdings or transactions, their values, costs,

decisions made by you, based on such information, are made at your

investment, nor does it constitute a recommendation to purchase or

charges, or proceeds in your portfolio, policies or accounts. This plan

risk. The information in this plan does not in any way alter or

sell any particular investment or engage in any particular investment

was prepared based on information provided by you and by various

supersede the terms of any policy, contract, confirmation or

strategy involving securities.

other sources. The assets or accounts identified in this plan may not

statement received from NM, NMIS, NMWMC, their subsidiaries and

be held at or through NMIS or its affiliates, in which case, the assets

affiliates, or any other organization. NM, NMIS, NMWMC and their

All of the asset allocation models and assumed rates of return reflect

are not reflected on NMIS’s books and records. The values attributed

affiliates do not make any representations or guarantees as to the

purely hypothetical portfolios that do not actually exist. This plan

to accounts and/or the asset allocation reflected for those accounts

accuracy of such information. We encourage you to review and

does not take into account any fees or costs that may be incurred if

in this plan may be estimates or approximations based on

maintain the original, official reporting documents relating to the

you were to attempt to implement the asset allocation models

information provided by you and have not been verified. In addition,

assets in this plan (contracts, policy statements, account statements,

reflected in your plan using actual investment products. If fees and

because this plan may include various “what if” scenarios, it may

confirmations, etc.).

costs were included, the overall realized rate of return would be

reflect accounts or assets that do not exist but are anticipated or

lower than what is reflected in this plan.

assumed will exist in the future. This plan is not, and is not intended

SIPC Coverage: NMIS is a member of SIPC (Securities Investor

to be, a consolidated summary of the value or performance of your

Protection Corporation), which protects the value of securities in

accounts or assets and you should not rely on this plan to determine

customers’ NMIS accounts up to $500,000 (including up to

the value of your assets. Asset or account values reflected in this

$250,000 for claims for cash). Assets held in accounts at mutual

plan may differ materially from the official account statements for the

fund companies, annuities, and other external accounts are not

accounts reflected in this plan that are provided to you by the

covered by NMIS’s SIPC protection. In addition, NMIS’s clearing firm,

custodian for those accounts. Account custodians providing you

Pershing LLC, carries excess SIPC insurance coverage. Assets held at

official account statements and values may include, but are not

a custodial institution other than Pershing or other assets not held at

limited to, NMIS’s clearing broker, Pershing LLC, mutual fund transfer

Pershing, are not protected by the Pershing excess SIPC insurance

agents for mutual fund accounts that you hold directly through a

coverage. Information about SIPC is available upon request, or at

mutual fund company, or other financial institutions for accounts that

www.sipc.org. SIPC coverage does not protect against potential

are not held at or through NMIS. The account statements that are

losses due to market fluctuation.

NMIS Not a Fiduciary under ERISA: In connection with providing you
this financial plan, neither NMIS nor your Representative is acting as
a fiduciary for purposes of ERISA or section 4975 of the Internal
Revenue Code (the “Code”) with respect to any ERISA-covered
retirement plan account or any individual retirement account. While
such accounts may be reflected in your plan, you acknowledge and
agree that unless you have entered into a separate written agreement
with NMWMC, neither Representative, nor NMIS, nor any of NMIS’s
affiliates will: (1) have any discretionary authority or control with
respect to assets held in an ERISA-covered retirement plan account
or in an individual retirement account included in this plan; (2) will be
deemed an “investment manager” as defined under ERISA or have
the authority or responsibility to act as a “fiduciary” as defined by
ERISA; or (3) will provide “investment advice” with respect to assets
held in such accounts as that term is defined by ERISA or the Code or
any regulations adopted thereunder.

provided to you by the custodians for your respective accounts are
the official records of your account upon which you should rely.
Values in fixed or variable annuities displayed in this plan and/or life
insurance policy accumulated value are not held at NMIS, but rather
at the life insurance company that issued the annuity or policy, which
may or may not be affiliated with NMIS.

This publication was compiled by NM and does not contain legal or
tax advice. It is intended solely for the information and education of
NM clients and their legal or tax advisors. It is not intended to be
used and cannot be used to avoid any federal tax penalties that may
be imposed on a taxpayer. Northwestern Mutual, its agents and
employees, do not and cannot give legal or tax advice. Taxpayers
should seek advice regarding their particular circumstances from an
independent legal, accounting, or tax advisor. Tax and other
planning developments after the original date of publication may
affect these discussions.
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