
main points

•  Taxes may significantly reduce  
 your return.

•    Inflation further erodes your 
purchasing power.

For more information, please contact 
your representative. 

Lessons of The Century
Have you ever considered the “real” rates of return on your investments? 
Many people overlook the impact of taxes and inflation on their returns. The table below illustrates the historical average 

annual rates of return after taking taxes and inflation into consideration. Surprising, isn’t it? As you can see, the effect of 

taxes and inflation can be quite significant and should be considered when planning for retirement. 

1926 – 2011

  Asset Allocation1
Average Annual 

Return2

After-tax Annual Return 
(assumes 28% tax rate)

After-tax Annual Return  
Adjusted for Inflation (2.99%)3

Large Company Stocks 9.77% 7.03% 4.04%

Small Company Stocks 11.88% 8.55% 5.56%

Long-term Corporate Bonds 6.00% 4.32% 1.33%

Long-term Government Bonds 5.72% 4.12% 1.13%

U.S. Treasury Bills 3.58% 2.58% -0.41%
  1   Large company stock performance is derived from the Ibbotson Associates® (IA) SBBI® S&P 500® and includes the re-investment of dividends. Small company stock is 

derived from the IA SBBI U.S. Small Stock Benchmark and includes the re-investment of dividends. Long-term corporate bond performance calculated using the IA SBBI 
Long Term Corporate Benchmark. Long-term government bond performance as measured by the IA SBBI Long Term Government Benchmark. 

  2  Source: Analyst Software, Ibbotson Associates SBBI Data. © 2012 Morningstar, Inc. All rights reserved. Used with permission. Ibbotson Associates, as of January 
2012.

  3 The average rate of inflation during the period illustrated was 2.99%.
  Market indices are not available for direct investment. Past performance is no guarantee of future results. There is no assurance that the  

investment process will consistently lead to successful investing. Please remember that each asset class has its own unique risks and  
potential for rewards.

Not FDIC/NCUA insured  •  May lose value  •  Not bank/CU guaranteed  •  Not a deposit  •  Not insured by any federal agency

This material was prepared to support the promotion and marketing of annuities and life insurance. Jackson®, its 
distributors and their respective representatives do not provide tax, accounting or legal advice. Any tax statements 
contained herein were not intended or written to be used, and cannot be used for the purpose of avoiding U.S. federal, 
state or local tax penalties. Please consult your own independent advisor as to any tax, accounting or legal statements 
made herein.
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