Rethinking IUL illustrations:
Is 5% truly “conservative?”

In the dynamic world of UL, returns may vary significantly each year. While many agents advocate for a
conservative approach by using a flat rate of 5% or 6% in illustrations, this strategy can have shortcomings.
So, what are the potential issues and how can you help ensure your UL illustrations are both conservative
and effective?

Issue #1: Impact of cap rates on performance

Cap rates play a crucial role in determining the potential return of IUL accounts — and a flat rate approach
can overlook the differences between accounts. To compare this, we looked at three carriers’ accounts
using the AG49 historical back-testing method to determine how often a 5% rate occurred over time. As this
chart shows, accounts with a higher cap rate showed a greater probability of achieving the 5% benchmark
compared to those with lower caps.

JH PIUL Base Pacific Life Protective S&P
Capped Account 1 Year Account Capped Account
Cap 11.85% 10% 8.5%
Max rate 7.18% 6.33% 5.55%
Historical probability 0.17% 2.93% 15.14%
of a 5% return or lower
Lowest historical period return  4.82% 4.33% 3.90%

Competitor information is current and accurate to the best of our knowledge as of August 2025. The data shown is taken from various
company illustrations. Rates of return may be different for each company. It assumes a hypothetical rate of return and/or current
interest crediting rate and may not be used to project or predict investment results. Unless indicated otherwise, these values are not
guaranteed. We urge you to show your clients a basic illustration showing the impact of 0% and maximum sales charges and/or the
guaranteed interest crediting rate and an impact it will have on policy cash value and death benefit.

In the example above, consider our Protection UL Base Capped Account, which has a cap rate of 11.85%.
Historical data from AG49 shows that returns of 5% or less occurred in only 0.1 7% of the periods analyzed
for that account. In contrast, an account with an 8.5% cap, such as Protective’s S&P 500® Capped
Account, experienced returns of 5% or less in over 15% during the same periods.
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Issue #2: Impact of cap rate changes on performance

While the above analysis reflected the current caps on the indicated accounts, we also need to consider how returns
can be affected by potential changes to caps over the life of the policy. To look at this, we compared several carriers
cap rates on their 2011 IUL products — see how these changed over time:

’

Company Product 2011 Cap Current Cap
John Hancock IUL11 13% 9.25%
Pacific Life PIAII 13% 8.00%
Penn Mutual Accumulation Builder Il lUL 13% 7.75%
Nationwide YourLife UL 12% 7.75%
Securian Securian Eclipse IUL 15% 7.50%
Lincoln LifeReserve IUL 12% 5.25%

Competitor information is current and accurate to the best of our knowledge as of August 2025.

It's important to recognize that when cap rates start falling below 8%, it can be challenging to achieve a 5% return.
In fact, under current AG49, a cap rate of 7.5% would have a maximum assumed rate of 5% exactly.

A better way to illustrate IUL

To illustrate IUL more effectively, consider using a percentage of the maximum rate, rather than a flat 5%. This
method helps ensure your illustrations align with historical performance probabilities while providing a safety margin
against cap rate fluctuations.

Take a look at this example, where we applied this approach to the same accounts at 80% of their respective
maximum rates. As you can see, while the rate assumptions vary, the accounts show a similar probability of
underperformance (around 3%). And the result is a more nuanced overview of performance potential to guide your

client discussions.

JH PIUL Base Pacific Life Protective S&P®
Capped Account 1 Year Account Capped Account
Cap 11.85% 10% 8.5%
Max rate 7.18% 6.33% 5.55%
80% of max rate 5.74% 5.06% 4.44%
Historical probability of 3.69% 3.46% 2.93%

lower than 80% of max rate

Competitor information is current and accurate to the best of our knowledge as of August 2025. The data shown is taken from various company
illustrations. Rates of return may be different for each company. It assumes a hypothetical rate of return and/or current interest crediting rate and
may not be used to project or predict investment results. Unless indicated otherwise, these values are not guaranteed. We urge you to show your
clients a basic illustration showing the impact of 0% and maximum sales charges and/or the guaranteed interest crediting rate and an impact it will
have on policy cash value and death benefit.

Partner with John Hancock for your IUL needs

At John Hancock, we are committed to offering competitive IUL products designed to meet evolving market conditions.

Page 2 of 3




For additional help on your next IUL illustration, please contact your John Hancock
Sales Representative or National Sales Support at 888-266-7498, option 2.

FOR AGENT USE ONLY. THIS MATERIAL MAY NOT BE USED WITH THE PUBLIC.

Insurance policies and/or associated riders and features may not be available in all states.

Protection IUL is not available in New York.

Guaranteed product features are dependent upon minimum premium requirements and the claims-paying ability of the issuer.

Standard & Poor's®, S&P®, S&P 500®, Standard & Poor's 500 and 500 are trademarks of Standard & Poor’s Financial Services LLC , a subsidiary
of The McGraw-Hill Companies, Inc. and have been licensed for use by John Hancock. The Product is not sponsored, sold, endorsed or promoted by
Standard & Poor’s, and Standard & Poor’'s makes no representation regarding the advisability of purchasing the Product. The S&P 500® Index is an
index of 500 stocks that are generally representative of the performance of leading companies in leading industries within the U.S. You cannot invest
directly in the S&P 500® Index.

The Index Account options may not be available on all products or in all jurisdictions. For policies issued in New York, the Base Index Account
options (Base Capped Index Account and Base Capped Two Year Indexed Account) are the only index account options available. Please consult each
product’s producer guide for index account option availability.

Past performance is not a guarantee of future results.

Insurance products are issued by: John Hancock Life Insurance Company (U.S.A.), Boston, MA 02116 (not licensed in New York) and John Hancock
Life Insurance Company of New York, Valhalla, NY 10595
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