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Adding Predictable Income to Your Retirement 
Income annuities can provide steady income during a market rough patch 

 
When you stop working, you’ll likely need to rely 
on some combination of Social Security, 
withdrawals from your workplace savings plan and 
individual retirement account (IRA), and personal 
savings to generate income to live on. It may make 
sense to include some percentage of guaranteed 
retirement income in this mix. Why? Having 
guaranteed income — such as annuity income — 
can help smooth those years when financial 
markets become choppy. 
 

What’s an annuity? 
An annuity is simply a contract between you and an 
insurance company. In exchange for your premium 
purchase, the insurer promises to make regular 
payments back to you, either beginning 
immediately or at some specified time in the 
future. Annuities have two phases: an 
accumulation phase (the period before you start 
taking payments) and an income phase (beginning 
when you  start taking payments). There are 
basically two types of annuities: 
 
Fixed annuities – Insurance company takes market 
risk 
In a fixed annuity, your payments are credited with 
a fixed rate of interest. During the accumulation 
phase, your money is guaranteed1 to grow at a 
fixed interest rate for a specific period of time and 
compounds tax-deferred until you take 
withdrawals.2 A fixed annuity can be immediate 
(that is, guaranteed payments begin right away) or 
deferred (guaranteed payments begin in five, 10 or 
20 years). You can also choose how long you wish 
to receive payments from the annuity during the 
distribution phase, such as for 20 years, for your 
lifetime, or for your lifetime and your spouse’s 
lifetime. 
 
 
 

Variable annuities – You take market risk 
With variable annuities, you will earn returns based 
on the investment options you select, much as you 
do in your 401(k). Although you fund a variable 
annuity with after-tax dollars, the growth 
accumulates tax-deferred until withdrawn, and you 
can switch among the annuity’s investment options 
without tax considerations. 
 
Annuities should be considered long-term 
investments, and while they have the potential to 
offer predictable income in retirement, they are 
not appropriate for all investors. Here’s a simple 
comparison chart to highlight some of the pros and 
cons of owning an annuity. 
 
Annuities can be an important component of your 
retirement income strategy because they offer 
predictability. If the idea of taking less income 
when markets go down is worrisome, or you’re 
losing sleep wondering what will happen to you or 
your spouse if the market suffers a big downturn, 
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perhaps having a percentage of predictable income 
in an annuity may be worth considering. 
 
5  All guarantees are subject to the claims-paying ability of the 
insurance company offering the annuity. 
 

6  Withdrawals made prior to age 59½ are subject to ordinary 
income taxes and may be subject to a 10% federal tax penalty. 
 
7  Taxable investments held longer than 12 months may qualify for 
lower capital gains and/or qualified dividend tax rates, which may 
make the return on the taxable investments more favorable. 

 

Annuity Pros Annuity Cons 

Offers retirement income payments that you 
cannot outlive.1 

Fees and sales charges to pay for the death benefit 
guarantee and certain other contract features can be 
significant (see the prospectus for details).  

Tax-deferred growth potential means that your 
money could grow faster than it would in a 
taxable account.2,3 

Withdrawals or earnings made before age 59½ may 
be subject to ordinary income tax plus a 10% penalty. 

Provides protection from market declines — your 
beneficiaries generally will get back the greater of 
your account value or the value of your 
contributions less  
prior withdrawals.1 

In a variable annuity, your returns are not guaranteed 
— just the amounts that you pay in (less 
withdrawals), or the current account value. And you 
have to die for your family to get the death benefit. 

Offers access to professionally managed 
investment options and tax-free exchanges 
between them. 
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