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SMART INSIGHTS FROM PROFESSIONAL ADVISORS

There are two specific types of retirement savers for whom annuities make a lot of sense. See if 
you’re one of them.

From a

Contributing Advisor

Investors have a love-hate relationship 
with annuities.

On the one side, you have people 
who are drawn to the idea of 
safety and guarantees. Maybe 
they know someone who’s had a 

good experience with an annuity, 
and they want the same thing for 

their retirement.

On the other side are the people who believe annuities 
are a mistake. They think investing is all about the 
stock market and that taking a risk is necessary to get 
a better return. Or they want their money to always be 
liquid, and the idea of a contract is a turnoff.

I believe strongly in letting the purpose of your money 
dictate its position. Instead of listening to what others 
have to say about an investment — whether it’s friends, 
family, colleagues or the media — I advise my clients to 
determine their own goals and proceed from there. And 
that advice certainly applies to purchasing an annuity.

Annuities can be complicated, which is a big part of the 
problem. There are a few different kinds, and some may 
not fit your needs. Plus, the contracts can be complex. 
In addition, they do come with such potential costs as 
fees and surrender charges.

But I’ve found, working with my clients, that there 

are two basic reasons why somebody would want an 
annuity — and those reasons are pretty simple.

1. Annuities offer guaranteed income

I often meet with people who have no guaranteed 
income for retirement other than their Social Security 
benefits. They might have other savings, but it’s in the 
stock market or other investments with some risk.

So, let’s say a couple comes in with living expenses of 
$4,000 a month, and their Social Security checks will 
cover only $2,000 of that. Neither spouse has a pension, 
and they need and want another income stream 
guaranteed to pay out the remaining $2,000 every 
month.

That’s where an annuity comes in. By positioning 
a portion of their savings into an annuity, they can 
potentially generate the extra $2,000 a month and 
bridge that income gap. Once that need is covered, 
they may be able to take some risk with the rest of 
the money in their portfolio — or they can use it any 
way they please through the years, for whatever need 
comes up.

If the same couple came in with plenty of fixed income 
— Social Security and a pension … and a desire to 
keep the rest in the market — we wouldn’t necessarily 
recommend an annuity, because they wouldn’t need 

1368 Paseo Verde Parkway, Suite 100, Henderson, NV 89012
3595 S. Town Center Drive, Suite 110, Las Vegas, NV 89135

www.CornerstoneVegas.com 



1368 Paseo Verde Parkway, Suite 100, Henderson, NV 89012
3595 S. Town Center Drive, Suite 110, Las Vegas, NV 89135

www.CornerstoneVegas.com 

it. But in this case, it serves a purpose, and they don’t 
have to worry that the ups and downs of the market 
will upend their lifestyle in retirement.

2. Annuities offer protection

Sometimes we have clients who have the guaranteed 
income they need, but they still don’t want their 
money in the stock market. They prefer to focus on 
preservation over accumulation, and they don’t want 
to take a risk with any part of their nest egg. They just 
want to put the money in a safe place where it can grow 
at a reasonable rate.

We often find a fixed indexed annuity is right under 
these circumstances. It’s designed to grow safely, 
and may earn anywhere from 3% to 6%. The purpose 
behind the purchase is a little different. It’s designed to 
help keep your money protected. But again, an annuity 
is a viable retirement planning vehicle.

Annuities can offer the protection and income many 
people need. You can’t lose your principal, and you’ll 
have guaranteed income coming from it. What’s not to 
like about that?

Kim Franke-Folstad contributed to this article.

Annuities are insurance contracts designed for retirement or other long-

term needs. They provide guarantees of principal and credited interest, 

subject to surrender charges. Annuity guarantees and protections 

are backed by the financial strength and claims paying ability of the 

issuing insurer. The article is for general information only and is not 

intended to provide advice or recommendations for any individual. We 

suggest that you consult your accountant, tax, or legal adviser with 

regard to your individual situation.
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