Using Annuities in Periods of Uncertainty
We are in uncertain times. Learn about annuities before you use them.
The recent “fiscal crisis” has changed many peoples’ plans about their future, and not for the better.
This uncertainty, coupled with record low interest rates, has left many not knowing which direction to
turn. Before you consider using annuities to help solve this dilemma, make sure you look before you
leap.
There are many types of annuities, and they can be very complex. Before you consider using an annuity
in your retirement planning, make sure you understand the benefits, costs, and surrender charge period.
Not all annuities are created equal. Annuities can provide valuable benefits, but there are typically costs
associated with these benefits. As with any investment decision, you need to make certain it is
appropriate for your unique circumstances.
There are basically two type of annuities: deferred annuities and immediate annuities. A deferred
annuity accumulates money, while an immediate annuity pays money out. While this is pretty simple,
from this point, annuities get very complex. There are many variations, and they are changing all the
time.
If a concern of yours is to help protect your principal from potential losses associated with downturns in
the market, annuities can be used to reduce or eliminate exposure to market downturns. We tend to
think that even in normal times, principal protection should be a top priority; in uncertain times it is of
utmost importance.
If providing yourself with a reliable income stream is a goal, an immediate annuity might fit into your
plan. When you buy an immediate income annuity you are buying an insurance product in which you
exchange a lump sum for guaranteed payments for life. This lets you skirt two big retirement risks: a
market crash that could decimate your savings or outliving your money.
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independently owned and operated. Some fixed annuities come with high guaranteed interest rates that can
decrease after a set number of years to a much lower minimum interest rate determined by law. Investors can
lose principal if an indexed annuity is terminated prior to the end of the surrender period. The principal
guarantee and income for life guarantee features of fixed annuities are subject to the claims-paying ability of
the issuing company. If you take an early distribution from an annuity you may be subject to a surrender
charge which could result in a loss of principal. You may also be subject to a tax penalty if you make a
withdrawal before age 59.5.

