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Savings Policy Issues

O The US needs a sensible system for saving that allows all
Americans to save, invest and own.

O Too many American households have been left out of the
savings system.

O Policy makers have not effectively used the expertise of the
financial sector in helping families save.

O The major policy challenge:
n Building the right nexus between policy and the industry

n Building the right savings vehicles with the right incentives
for both savers and the industry.
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Savings for Life: Common Elements

Lifelong opportunities to save for major life goals - education, home ownership and a

secure retirement
Universal availability — available to Americans at every income level

Simple designs
= Limited, low cost investment choices
» Reduced compliance/administrative burden/costs

Proper incentives for savers
= Matching contributions for low- and moderate-income consumers
m  Matches delivered through the tax system
= Matches to make small accounts profitable more quickly

Private sector design and delivery

m  Connecting the industry and consumers, especially low- and moderate-income consumers

= No ERISA
= No employer mandate
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$500 Certificate
(Every Newborn) o
3 Certificate
Parent Child Savings o
CI‘IIi id ] Contributions Account X Financial
: (Private-Sector Savings Assets
Family/Friends Provider)

Matching Contribution
Mot Spendable)

-
Eligible Families - Government

Claim Matching Contribution
at Tax Time

o Open Account in Child’s Name 9 Contribute 9 File Taxes 9 Receive Match Through Tax System
6 Child Able to Access Account at Age 18
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Home Account o

Future ) :
Homeowner Contributions (Pflvﬂti?-ﬁectnr
Provider)

| Home
Down Payment Mortgagg

Matching Contribution
~_(Not Spendable)
e

4

Eligible Savers Government

Claim Matching Contribution
at Tax Time

o Open Account 9 Contribute 9 File Taxes @ Receive Match Through Tax System
9 Use Down Payment Savings to Buy Home
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Savings for Life: America’s IRA

America’s IRA Structure

o America’s IRA

Worker Contributions 2 (Private-Sector
Provider)

Savings

" T Matching Contribution
. (Not Spendable)

Retirement
Security

Eligible Workers
Claim Matching Contribution
at Tax Time

@ Use Retirement Savings After Age 53z

6 Open Account @ Contribute 6 File Taxes @ Receive Match Through Tax System

Government
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Savings for Life: Security Plus

Annuities

Security “Plus” Annuities Structure

Social Security

Call Center
(Private-Sector)

3| Social Security | Mmonthly Check |

Administration

Guaranteed
Income for Life

Information

Application
New Retiree - *
Annuity
r Purchase
Annuity
Information
Security “Plus”

Monthly Aggregate
Annuity Payments

; Private-Sector
New Annuity | Annuity Provider

Premiums

o Apply for Benefits and Receive Information 9 Purchase a Security “Plus"” Annuity

@ Receive Benefits and Annuity Payments in One Check
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Savings for Life: 10 Years Out

Child Accounts

O $100 billion in assets under management

O 40 million new accounts, average account balances >$2,000
O $27 billion in government outlays

Home Accounts

O $70 billion in Home Account deposits

O 4 million new homeowners, $450 billion in new mortgages
O $28 billion in government outlays

America’s IRA
O $155 billion in assets under management (15% take-up)
O $64 billion in government outlays

Security Plus Annuities
O $84 billion market (5% take-up, $50,000 purchase amount)
O 1.7 million annuitants
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Savers could open a tax-advantaged America’s IRA beginning as early as 18.
A modest saver beginning at age 37 would have an account worth $130,000 at 67.

$500 initial endowment;
Matching
funds thereafter.

Upon retirement, an America’s IRA
account holder could use part of their
savings to purchase a Security Plus Annuity.

Child Accounts could be partially
rolled into a Home Account

Child or an America’s IRA.
Accounts

America’s

IRA

18 years old 67 years old

Birth 40 years old

: . 100+ years old
Security Plus Annuities years o

Home

Accounts

Home Accounts could

be rolled into an America’s IRA. Using $50,000 from an
America’s IRA account on

a Security Plus Annuity, an individual

would earn an extra $262 per month,

with annual COLA, until death.

At age 18, the account Savers could open a Home Account for a down payment on a

could be worth
$14,000 - $55,000.

first home, with a lifetime cap of $5000matching incentive.




