
How can I create a guaranteed 
income for life? 
 
A recent innovation built into many Annuities is a feature 
called an “income rider”.  This is when the company 
provides you with a minimum guaranteed income that 
you cannot outlive.  Every year that you wait to take the 
first guaranteed income payment, the amount of the 
guaranteed income grows by a growth percentage that 
varies by company and is usually between 4% to 8%. 
 
Even after you start taking the guaranteed income 
payments, you still have the ability to access to your 
remaining annuity value in the event that you may need 
it.  But keep in mind that any withdrawal above the 
guaranteed amount will reduce the future guaranteed 
level of income that is being generated.  
 
 
 

Good to know:  Continue searching 
CMCretirement.com for more financial information.  
Next, contact one of our helpful agents for easy to 
understand explanations! 

We offer high quality insurance and financial products and services to the Boomers and Seniors of Southern Indiana.  It is 
our commitment and desire to establish a long lasting relationship with our clients.  We are happy to know that our clients 
keep returning to us for advice and have done so since 1968.  We hope this quick reference sheet will put things in 
perspective and trigger ideas that help you meet your retirement goals. 

Financial Insights  
800-489-1921 or 812-426-1921 

Information stated on this flyer and the Continental Management website is intended to provide a general description of the options available. Please 
refer to your contract or policy for details.  This is not intended to be construed as legal, tax, financial advice.  Please consult the appropriate 
professional for answers to your detailed questions about this and the following pages. 

What options do Boomers 
and Seniors have? 
While there are many financial options in today’s 
world, Boomers and Seniors have a different set 
of requests for their money.  Because of the fact 
that retirement is quickly approaching (or its 
already arrived), typically, the “wish list” sounds 
like this; 
o I require safety, above all. 
o I would really like a fair/solid interest rate. 
o I want my growth to be tax deferred. 
o Avoiding Probate is important. 
o I want access to my money in case a need 

arises. 
o I would love it if my options could be 

explained in an “easy to understand” way. 
 
For most shoppers, the list of financial vehicles 
looks something like this: 
o Bank CDs 
o Savings Bonds 
o Traditional Fixed Annuities 
o Fixed Index Annuities 
o Mutual Funds (conservative, moderate or aggressive) 
o Stocks 

 
There are many questions to ask, but the 
number one question has to be, “When applying 
my wish list, which of these comes out on top?” 

Beneficiaries Matter 
 
Generally speaking, bank accounts like CDs, 
securities like stocks and mutual funds will go 
through a lengthy and expensive Probate upon 
your death. 
 
Remember, life insurance and Annuities avoid 
the Probate process and pass directly to your 
heirs, quickly, upon your passing. 



Indexed Annuities can provide 
safety with growth potential 
Several years ago, the annuity industry invented Index Annuities 
precisely so that they could offer the potential for growth by having the 
credited interest rate based on an outside market index like the S&P. 
Indexed Annuities do this: 
 
• In a year that the index increases, they provide interest that is 

based on the market index increase.  The interest credit is typically 
less than the amount of the index increase, but in general, the 
more the index goes up, the bigger the interest credit. 

• In a year that the index decreases in value, they hold their 
value.  Neither your principal nor any of the previously credited 
interest is lost in a year that the index decreases. 

 
This combination of upside potential and downside protection is very 
powerful.  The illustration below shows how this combination can work 
on a typical fixed indexed annuity.  
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6 Reasons to Consider 
an Indexed Annuity 
 
There are six very good reasons to 
consider an indexed annuity as a 
component of your retirement 
plan.   
 
• Safety from market losses 
• Growth potential 
• Avoiding probate 
• Tax advantages 
• Income guarantees 
• Beneficiary planning 

advantages 
 
Plus, a 7th big reason… 
 
An up-front premium bonus. Many 
annuity products have a premium 
bonus that immediately bumps up 
your contract value.  Some will 
offer a 5% bonus and a few will 
even reach 10%. The percentages 
will vary by carrier.   
 
For example, if you put $100,000 
into an annuity that offers a 10% 
premium bonus, your contract 
value on day 1 will be 
$110,000.  This premium bonus is 
available to earn interest right from 
the inception of the contract. 
 
Good to know 
 

There are 3 basic types of 
Annuities;   
• Traditional Fixed Annuities. 

Strong in safety.  Lower 
interest rates but solid and 
consistent growth.   

• Indexed Annuities.  Strong in 
safety. Potential “market-like” 
gains with no market losses. 

• Variable Annuities.  Higher 
on the “risk” scale.  Potential 
for market gains AND market 
losses. 



Where Annuities Fit in Your 
Financial Plan 
 

Indexed annuities have a valuable place in your 
financial plan for retirement. Let’s compare them to 
two other popular products – bank CDs, mutual 
funds– to see where they fit.  One common way to 
compare alternatives is to look at a spectrum of risk 
and reward. Let’s look at the financial vehicles we 
are considering and travel from safest to riskiest on 
the risk/return spectrum. 
 

o Bank certificates of deposit: These are clearly 
very safe, as the principal is guaranteed first by 
the issuing bank and second by the FDIC. The 
interest rate you will earn is also guaranteed for 
the duration you select. If you choose to take your 
money out early, the penalty is very modest. As a 
result of their safety and predictability, interest 
rates on bank certificates of deposit are usually 
fairly low. 
 

o Index annuities: These are also very safe, as the 
principal is guaranteed first by the issuing 
insurance company and second by state 
insurance guaranty funds.  Surrender charges are 
higher and perhaps longer than on bank CDs, but 
most contracts have a wide variety of ways you 
can access portions of your account.  The interest 
rate fluctuates from year to year depending upon 
movement of the S&P.  Market-like gains are 
given, yet Index annuities have none of the market 
risk.  As a rule, Indexed annuities can provide very 
fair rates of interest under most conditions. 
 

o Mutual funds: These are securities, and that 
gives you a clue that we are now entering much 
riskier territory. The principal is not guaranteed by 
anyone. The return in any one given year can be 
sharply positive or negative. For example, many 
solid mutual funds grew 26% in 2003, but dropped 
38% in 2008. Thus, for mutual funds to attract 
money, they must offer the prospect of a higher 
likely return than indexed annuities. Over the last 
century, they have done so, although over the last 
decade, they have fallen woefully short. 

 
When examining the spectrum of risk and return, the 
Index annuity offers a higher likely return than bank 
CDs, but a lower likely return than mutual funds, 
which are much more risky. Only you can decide if 
your wish list will include the safety of Index annuities 
or the risks found in the open market.  
 

www.CMCretirement.com 

Rolling your 
retirement plan into 
an Annuity 

How is an Index annuity 
accessible? 

 

Note: The material presented on our web site and/or all pages of this reference sheet may contain concepts that have legal, accounting and tax 
implications. It is not intended to provide legal, accounting or tax advice; you may wish to consult a competent attorney, tax advisor, insurance agent 
and/or accountant. Any reference to the word “guarantee” is based on the claims paying ability of the underlying insurance company. 

Once most Boomers retire, a shift in mindset occurs.  
Looking ahead into the retirement years, a very 
conservative mindset may take over their thinking.  
Even though the IRA, 401K or other retirement 
package has been in the market during their working 
years, suddenly it seems much more wise to place it 
in something safer.  Index annuities are a good 
solution to this shift in mindset.   
 
Here is a list of vehicles that may be worth 
considering for a rollover: 

o Simple IRA accounts 
o Employer retirement plans 
o 401(k)s 
o Profit sharing plans 
o 403(b) accounts 
o Employee stock ownership plans 

 
All of these are classified as “qualified” plans and 
can be rolled over (without taxation) to a safe Index 
annuity and reclassified as a simple IRA.   

Most Index annuities provide great access.  While 
this list will vary from company to company, check 
out these options that will likely bypass the 
surrender charge: 
 
o Monthly interest income. 
o 10% of account value, each  

    year 
o 100% when entering a  

    nursing home 
o 100% when diagnosed  

    with a terminal illness 
o IRA required minimum  

    distributions 
o Lifetime income payments  
o 100% penalty free at death 

 
 
Read your contract closely and  
ask your agent about the  
options for accessibility in your Index annuity. 


