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WHAT IS THE REAL RATE OF RETURN ON CDs?

In saving for retirement, you may be investing some Annualized Inflation Real Return

of your “safe money” in a certificate of deposit (CD). Average Six-Month | Taxes? | Consumer Price after Taxes

CD:s can offer: CD Rate' Index (CPI)? and Inflation
1988 7.90% 33.0% 4.4% 0.89%
Low risk. 1989 9.08% 33.0% 4.6% 1.48%
Short-term fixed interest rates. 1990 8.17% 33.0% 6.1% -0.63%
Insurance by the Federal Deposit 1991 591% 31.0% 3.1% 0.98%
Insurance Corporation (FDIC). 1992 3.76% 31.0% 2.9% -0.31%
) ) 1993 3.28% 31.0% 2.7% —0.44%
HoYvever, have )’Ol:l considered the |n‘.1pact that taxes 1994 4.96% 31.0% 27% 0.72%

on interest and adjustments for inflation may have on

your overall rate of return? Generally, the interest 1995 >-98% 31.0% 2.5% .63%
received in these types of vehicles may not keep pace 1996 5.47% 31.0% 3.3% 0.47%
with inflation. This could mean lower purchasing 1997 5.72% 31.0% 1.7% 2.25%
power for you over time. Also, at renewal, a new rate 1998 5.44% 28.0% 1.6% 2.32%
along with a new withdrawal penalty may apply. 1999 5.46% 28.0% 2.7% 1.23%
2000 6.58% 28.0% 3.4% 1.34%
2001 3.64% 27.5% 1.6% 1.04%
In 17 of the past 30 years, CDs have had a negative 2002 1.81% 27.0% 2.4% —1.08%
return (after taking into account the impact of taxes 2003 1.17% 25.0% 1.9% ~1.02%
and inflation), and in four of the positive years, 2004 |.74% 25.0% 3.3% —~2.00%
they earned less than a 1% real rate of return. 2005 3.72% 25.0% 3.4% —0.61%
2006 5.23% 25.0% 2.5% 1.42%
G lly. €D  of the FDIC i 2007 5.23% 25.0% 4.1% —-0.18%
enerally, CDs are part of the insurance . . N .
amount of $250,000 per depositor, per bank. The 2008 3.14% 2>.0% 0.1% 2.26%
CD return rates on the right are calculated using 2L S 2o Sl SLALES
the six-month annualized average monthly CD rate 2010 0.44% 25.0% 1.5% —1.17%
as reported by the Federal Reserve. The tax rate 2011 0.42% 25.0% 3.2% -2.89%
used in the example is the highest marginal federal 2012 0.44% 25.0% 1.7% -1.37%
income-tax rate based on $100,000 of taxable 2013 027% 25.0% 1.5% —~1.30%
income for a married couple filing jointly. The tax 2014 0.13% 25.0% 0.8% —0.70%
rate is not the experience of every investor, and a 2015 0.13% 25.0% 0.7% 0.60%
lower tax rate may have a more favorable impact . . . "
on the real return. Past performance does not 2016 0.15% 25.0% 2.1% ~199%
2017 0.19% 25.0% 2.1% —1.96%

guarantee future results.

Please refer to the back page for source information and details.

Insurance products are issued by Pacific Life Insurance Company in all states except New York and
in New York by Pacific Life & Annuity Company. Product availability and features may vary by state.

No bank guarantee * Not a deposit * May lose value
MUC0124-0318 Not FDIC/NCUA insured * Not insured by any federal government agency



Here’s a quick way to determine your CD’s real rate of return.

Step 1 % X % = %
(guaranteed interest rate) (your federal tax bracket) (percent taken in taxes)
Step 2 % — % = %
(guaranteed interest rate) (percent taken in taxes) (rate of return after tax)
Step 3 % 1 % = %
(rate of return after tax) (current inflation rate) (real rate of return)

Talk with your financial professional today about
how to reach your long-term financial goals.

'Annualized average six-month CD rate: www.federalreserve.gov/releases/hl5/data.htm (1985-2013);
www.fdic.gov/regulations/resources/rates/historical/archive.xls (2014-2017).

2Highest marginal federal income-tax rates based on $100,000 income for a married couple filing jointly: http://taxfoundation.org/article/2017-tax-brackets.
3Inflation rates are based on the Consumer Price Index (CPI), a measure of change in consumer prices as measured by the U.S. Department of
Labor’s Bureau of Labor Statistics: www.bls.gov/cpi.

This material is not intended to be used, nor can it be used by any taxpayer, for the purpose of avoiding U.S. federal, state,
or local tax penalties. This material is written to support the promotion or marketing of the transaction(s) or matter(s)
addressed by this material. Pacific Life, its affiliates, their distributors, and respective representatives do not provide tax,
accounting, or legal advice. Any taxpayer should seek advice based on the taxpayer’s particular circumstances from an
independent tax advisor or attorney.

Pacific Life refers to Pacific Life Insurance Company (Newport Beach, CA) and its affiliates, including Pacific Life & Annuity
Company. Insurance products are issued by Pacific Life Insurance Company in all states except New York and in New York
by Pacific Life & Annuity Company.
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