
The Annuity Guide
The Good, The Bad 

and The Ugly 
Strategies to Help Get the Most Out of Your Retirement 

Many Americans worry about saving enough for the 
future and may not understand how Annuities 
work. We created this special guide to help you make 
the most of your saving and investing opportunities 
and help improve your prospects for a comfortable 
retirement.



The Good
So, what is an Annuity? The 
actual definition of an 
annuity is a financial product 
that pays out a fixed stream 
of payments to an individual, 
primarily used as an income 
stream for retirees. The period 
of time when an annuity is 
being funded and before 
payouts begin is referred to 
as the accumulation phase. 
Once payments commence, 
the contract is in the 
annuitization phase.  
Annuities have evolved from 
the ones that you’ve heard 
about years ago. Just like 
advances in technology and 
medicine, so too has the 
financial realm had advances.  
There are annuities that are 
Variable, Guaranteed, and ones 
that follow different indexes or a 
mixture.

INTRODUCTION
Many Americans are worried about financial security in 
retirement. With their being so many different annuities in the 
market it can be confusing for the consumer to understand 
which one will benefit them in retirement. With roughly 84% of 
retirees wanting annuities, but only 14% buying them we can see 
a disconnect when it comes to education. Even if your 
retirement is years away, some advance strategizing now will 
help you evaluate your current savings, estimate how much 
you’ll need to save for a comfortable retirement lifestyle, and 
help you remedy any potential income shortfalls.
We developed this guide to help you or a loved one 
understand the steps involved in preparing for retirement and 
making the most of your options if you look to purchase an 
Annuity.

Quick Annuity Fact
Nearly half of households (43 percent) cite guaranteed monthly 
benefits as the primary reason for purchasing an annuity.
Source: ThinkAdvisor.com

table. With 401(k) investors 
seeing poor returns in their 
accounts; the annuity option 
will provide a more 
predictable outcome which is 
especially important for 
retirees. Taking income in 
retirement from a stock 
portfolio can be challenging. 
With a conservative stock 
portfolio, you can still see 
loses in a down market. 
During down market’s it’s 
important not to take money 
from your account to allow it 
to regrow back to its original 
amount. An annuity takes all 
the work out of the 
distribution phase and 
continues to give you 
payments regardless of what 
the market does. This will 
protect you from depleting 
your retirement savings. 

 Currently, many pre-retirees 
are looking at accounts that 
participate in the market, but 
at the same time they want to 
make sure that they’re 
protecting and preserving their 
principal they’ve accumulated. 
As you can see this type of 
annuity offers more benefits 
and freedom than your 
traditional annuity. With the 
fees being substantially lower 
than your traditional annuities, 
only a few A-rated companies 
are able to offer this type of 
product. 
Many retirees, on a yearly basis 
are hit with large tax bills when 
withdrawing money from their 
qualified accounts. Tax 
Efficiency, is extremely 
important especially to retirees 
who aren't earning a working

 When it comes to utilization 
there are those that focus 
mainly on growth, income, 
death benefit, immediate 
income or a mixture. As you 
can see there isn’t just one type 
anymore.  This is the main 
reason for the lack of 
understanding that a particular 
annuity might be the best for 
one person and not another. 
Unfortunately, due to a lack of 
understanding, only 14% of 
people are utilizing these 
strategies. An annuity will take 
care of the distribution phase 
in retirement. This will give 
you an opportunity to earn a 
guaranteed income for the rest 
of your life, similar to your 
Social Security or a pension.  
Many annuities take the risk of 
the market off the 



income. The purchase of an 
annuity with qualified 
retirement savings (401k or 
IRA funds) can save you 
money on taxes over taking a 
lump sum payment. You can 
roll-over qualified funds into a 
qualified annuity without any 
tax penalties. You only pay 
taxes on the income the 
annuity provides. 
Predictability, is one of the 
most sought-after goals in 
retirement.  According to a 
Towers Watson Survey, having 
predictable retirement 
income (presumably adequate 
income to cover all of your 
expenses) can

 help you feel happier. 
Lifetime annuities provide 
that kind predictability.  
Conversely, the researchers 
discovered that retirees who 
must withdraw money from 
investments to pay for 
retirement expenses had the 
highest financial anxiety.

The Bad & The Ugly..

Buying an annuity with having 
enough ensured income can be a 
bad idea. If all of your retirement 
income needs are covered by 
social security, pension or 
another annuity you're better 
off maintaining the liquidity of  
your savings in a well-
balanced portfolio. If your liquid 
net worth is over a few 
million dollars you're able to 
count on the returns of your 
stock portfolio even in the 
face of negative market years.

The advantage of an annuity 
is guaranteed lifetime income 
and in this case your unlikely 
to run out of money and you 
will be able to maintain a 
higher level of liquidity. Most 
often, many individuals move 
from annuity to annuity 
before they reach retirement 
and each time they have to 
reset their accumulation 
period. This will hurt them 
significantly when it comes to 
having a larger income stream 
in retirement.
Unfortunately, the market for 
annuities is over-saturated 
with providers and it could be 
hard to sort through all the 
many types of annuities that 
are available. Annuities have 
many benefits, but remember 
not every annuity will fit your 
specific situation. It’s 
important to review your 
needs and retirement goals 
before

 purchasing the annuity that’s 
right for you. It is important for 
the consumer to ask as many 
questions as possible when 
shopping for the right annuity. 
When not asking the right 
questions, it could potentially put 
your retirement at risk. Typically, 
an advisor will only recommend a 
few different annuities that could 
fit the consumer’s needs. If the 
consumer is asking the right 
questions, then they will be able to 
figure out which product is right 
for them or if the advisor needs to 
go back to the drawing board.

DEVELOP A 
LONG-TERM 
FINANCIAL STRATEGY
One of the best ways to help you 
stay on track for retirement is to 
develop a financial plan that takes 
into account your current 
financial circumstances and future 
goals. A long-term strategy can 
help you map out important 
retirement milestones like fixed 
expenses, traveling, leaving a 
legacy, and help ensure that you 
are putting yourself in the right 
position for future retirement 
goals. Strategizing early makes it 
easier to prepare for important 
future goals and identify any 
potential savings shortfalls that 
could create problems later. 
A financial representative 
can help you develop a 
strategy around your personal 
goals that includes a prudent 
investment strategy. 
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Quick tips for 
Boosting 
Retirement 
Income:
• Delaying your Social
Security Benefit

• Create a budget and
minimize unnecessary
expenses to leave extra
room for savings

• Having uncorrelated
accounts will maximize
portfolio diversification.

This is a hypothetical illustration 



Fixed Indexed Annuity vs. 
S&P 500

In graph above the Green 
line represents a Fixed 
Indexed Annuity with the 
blue line being the contracts 
minimum guaranteed return. 
The red line represents the 
S&P 500. As you can see in 
this case the fixed indexed 
annuity was able to create a 
higher return with less of the 
volatility. This does not 
represent every Annuity that 
is why its important to be 
educated when making 
financial decisions. 

*Past performance is not an
indication of future results.
This product is not
sponsored, endorsed, sold
or promoted by Standard &
Poor's, and Standard &
Poor's makes no
representation regarding the
advisability of purchasing
this product.

Should you Rollover Your 401k into an 
Annuity.
Many individuals who work, fund an “401k” if offered by their 
employer. The purpose of this account is to accumulate as much 
money as possible. Retirement consists of two phases 
Accumulation Phase and the Distribution Phase. Both are equally 
important, but at the same time completely different. Your 401k 
primarily focuses on the accumulation of money and doesn’t 
maximize your potential for income distribution. 

Most annuities are structured to maximize future guaranteed 
income. As many individuals get closer to retirement they start to 
strategize on how they will pull income from their investment 
accounts. During down market years we suggest not to pull from 
your investment accounts because you will deplete your account 
sooner than expected. With an annuity, individuals don’t have to 
worry about down market years in retirement, because their 
accounts are now creating a guaranteed income stream. 

Fixed Indexed Annuity vs. S&P500



TRANSITIONING TO RETIREMENT

If you’re thinking about retiring soon, you probably have many questions. Many Americans aren’t sure 
about when they can afford to retire and how large their retirement nest egg will need to be. When you’re 
evaluating the decision to retire, consider the following:

• Retirement	finances. In order to retire, you’ll need to be able to cover your retirement living expenses
through your retirement savings, Social Security benefits, and other sources of income. 80%-100% of
current income replacement is a good target.

• Health	and	longevity	expectations. Your current health, family medical history, and lifestyle can help
you estimate how long you might expect to live in retirement and how much you should budget for
healthcare expenses.

• Spousal	age	and	status. If you’re married, work together with your spouse to determine a retirement
timeline that suits both of your needs.

Eligibility for benefits. Work with your employer to understand your full benefits, including any health 
insurance coverage that can bridge the time until you and your spouse become eligible for Medicare.

The decision about when to retire depends entirely on your personal circumstances and a financial 
representative can help you understand how your age, finances, health, and sources of income factor into 
retirement strategizing calculations.

IRS Rollover 
Regulation Change

The IRS recently changed 
its rules regarding IRA 
rollovers, and will now 
only allow one 60-day IRA 
rollover per taxpayer every 
365 days. These new rules 
do not affect direct transfers 
between qualified accounts.

Source: IRS.gov



Running the Numbers on Retirement

If you’re worried about having enough 

put away to retire, you’re not alone. Many 

Americans worry about outliving their assets and 

want to know how much they need to have saved before 

they can safely retire.

You can get a head start on your retirement income 

strategizing by asking yourself the following questions:

• What will my monthly retirement living expenses be?

• How much monthly income can I count on from Social

Security and other sources?

• What shortfall between my expenses and my

guaranteed income do I need to cover from my

retirement savings?

• What is my plan to pay for healthcare, assisted living,

and nursing home care?

• What kind of financial legacy do I want to leave?

HOW CAN A FINANCIAL REPRESENTATIVE HELP ME?

Regardless of what stage of life you are currently in, prudent financial 
strategizing can help you set financial goals and build strategies to work 
towards them. For most Americans, a comfortable retirement is their 
primary objective, and we can help you ensure that your savings and 
strategies are on track. However, financial advice is also very useful 
for other important milestones like the purchase of a house, a college 
education, or the elimination of debt. 
In our experience, one of the greatest benefits of working with a 
financial representative is the reassurance of knowing that you have a 
knowledgable professional on your side. Many Americans have complex 
finances and professional guidance can help you be better prepared to 
meet the future. We offer a range of services that can help you eliminate 
debt, save for the future, and protect your family from the unknown.

NEXT STEPS
We hope you’ve found this guide informative, educational, and, most 
of all, reassuring. While benefits and retirement plans can be complex, 
taking action on a few of the steps we’ve outlined may make a big 
difference for the future. We want to present ourselves as a resource to 
you and your family as you prepare for retirement. It’s common to have 
questions and concerns, and we are happy to answer any questions you 
may have about your personal financial situation or future goals.
Please contact us to receive a free consultation at any time. If you have 
any questions about the information presented in this report, please 
contact us. We would be happy to be of service to you and your family.

Sincerely,

WealthCare Financial, LLC

Footnotes, disclosures and sources:
Opinions, estimates, forecasts and statements of financial market trends that are based on 

current market conditions constitute our judgment and are subject to change without notice. 

This material is for information purposes only and is not intended as an offer or solicitation 

with respect to the purchase or sale of any security.

Investing involves risk including the potential loss of principal. No investment strategy can 

guarantee a profit or protect against loss in periods of declining values.

*Diversification cannot guarantee a profit or protect against loss in a declining market. Fixed

income investments are subject to various risks including changes in interest rates, credit

quality, inflation risk, market valuations, prepayments, corporate events, tax 

ramifications and other factors.

Opinions expressed are not intended as investment advice or to predict future performance. 

Past performance does not guarantee future results.

Consult your financial professional before making any investment decision.

Opinions expressed are subject to change without notice and are not intended as investment 

advice or to predict future performance.

All information is believed to be from reliable sources; however, we make no representation as to 

its completeness or accuracy. Please consult your financial advisor for further information. These 

are the views of WealthCare Financial, LLC, and not necessarily those of the named 

representative, Broker dealer or Investment Advisor, and should not be construed as

investment advice. Neither the named representative nor the named Broker dealer or 

Investment Advisor gives tax or legal advice. All information is believed to be from reliable

sources; however, we make no representation as to its completeness or accuracy. Please 

consult your financial advisor for further information.

By clicking on these links, you will leave our server, as they are located on another server. 

We have not independently verified the information available through this link. The link is 

provided to you as a matter of interest. Please click on the links below to leave and proceed to 

the selected site.

1“Overcoming participant inertia.” Prudential.  http://research.prudential.com/documents/

rp/Automated_Solutions_Paper-RSWP008.pdf [Accessed 15 April 2014]

https://www.investopedia.com/terms/a/annuity.asp#ixzz59jEmdt2I 

https://www.tiaa.org/public/pdf/C21731_2015_Lifetime_Income_Survey-

executive_summary.pdf

Thinkadvisor.com
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