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What is it?

Fixed indexed annuities are a good solution to 
many problems people face in retirement. 

Here are the important aspects to know when 
considering if a fixed indexed annuity is right for 
you.
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What does FIXED mean?

The FIXED part of these annuities gives you some contractual guarantees. The most 
desired part is the fact that your principal can never decrease due to market 
performance. 

Your annuity can never earn less than 0% each year. Meaning you can’t lose a penny 
due to performance. 

A negative 30% return equals a 0% return for your annuity. Not losing money makes a 
big difference in the long run.

The only way you would see your account value go down is because fees will be taken 
out annually. More on fees in a moment. 

There are FIA options that contractually guarantee that if there is no interest is 
credited to your account that at the end of the contract period, they will guarantee 
you can walk away with your initial contribution. See this…

If you asked an Edward Jones advisor if they could guarantee you get your money 
back if there has been no growth they’re going to look at you funny and not be 
eager to tell you that, some or all, your money is gone.

WORST CASE SENARIO: If there is no growth for five years, you can get your money 
back with this example. Other annuities it may be ten years.
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The indexed side of these annuities means the performance, or growth, is tied 
to a specific index. There are many index options to choose from but one of 
the most well-known ones is the S&P 500. 

IMPORTANT: Your money is not invested in the market!

Here’s how growth gets credited to your annuity.

If it is up 15%, they credit that to your account. Same thing if it is up 20% or 
40%. They credit the growth to your policy. If you started with $100,000 you 
now have $115,000 or $120K or $140K depending on the growth.

If the index value has gone down 20%, then they just don’t credit anything to 
your account. That’s the fixed part coming into play.

Here’s an example of one annuity with its best, worst and most recent 10 year 
returns...

indexed

Contact Date
January 1, 2022
Index Value: 100

The annuity company looks at the index 
value on your contract date. 

Contact Anniverary
January 1, 2023
Index Value: 115

Then on the contract anniversary date the annuity 
company looks at the index value again.



FALSE:
In order to protect your money 

you can’t grow it.
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WHAT HAPPENS WHEN YOU GOOGLE “ANNUITIES”
You will find articles that say annuities are bad because their fees are too high. Compared to what?

The annuities we recommend range in fees from .90% to 2.1%.

Many investment accounts managed by investment advisors will range from 1.7% to 2.2% and 
401Ks have fees starting around 2.5% when you factor in all the fees that are generally hidden.

Poor performance. This is another common theme you find when Googling. Poor performance and 
high fees are common characteristics of variable annuities, which risk your money, and we’re not 
talking about those. 

Articles will also suggest you steer clear of annuities because of surrender charges. Surrender 
charges are the insurance industry’s version of closing costs when buying or selling a home. There 
are fees for that. Or when you sell stock, or when you access your 401K before 59 1/2. These kinds 
of fees are common in the financial world.

With most annuities you get 10% free withdrawals. Meaning that if your account value is $100,000 
you can take out $10,000 with no fees.

Anything above the free withdrawal amount would be subject to a small surrender charge. The 
surrender charge period may last anywhere from five to 10 years depending on the annuity. 

If you have the $100K in your account and you need $15,000, then only $5,000 of it would be 
subject to the surrender charge. If you are in the first year or two of your contract, then the 
surrender charge may be 8% or 9%. If you are closer to the end of the surrender charge period, it 
may only be 2%. 

$5,000 x 9% = $450     |     $5,000 x 8% = $400     |     $5,000 x 2% = $100

The surrender charges are something you need to take into consideration when looking at an 
annuity and is the reason an annuity needs to work in conjunction with your entire retirement 
income plan. 

Once the surrender charge period is over, you can take all your money out with no charge. 
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GUARANTEED
INCOME
RIDER
If you want to turn a portion of your retirement savings into an income-stream that you 
can’t outlive, no matter what, a guaranteed income rider may be a good thing to add to 
your annuity.

This rider does have a cost but if you need a guaranteed income, it is worth it to consider.

Think of it like your own private pension.

Here are the options we showed to one client...

The income amounts you see are 100% contractually guaranteed. Regardless of what kind 
of returns, these payouts are guaranteed.

This couple will never outlive their income and any money left over when they pass away 
goes to their beneficiaries. 



N E X T  S T E P S
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Annuities are good financial tools for a portion of your retirement 
savings. 

They give you protection, growth, and options. All important things 
when it comes to your retirement.

To see if an annuity is right for a portion of your retirement savings, 
contact the advisor that shared this with you to schedule your free 
consultation.

We do insurance & investments.

To us, it’s about what’s important to 
our clients and what their goals are.

Insurance & investments work 
together to provide a solid 
retirement income plan that gives 
people options and prepares them 
for the things they don’t see 
coming.
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