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Fixed Indexed Annuities 101

When you think about retirement, what are your goals? For most
people, the answer is a nice balance between stability, favorite
pastimes, and new adventures. Balance is also important in your
financial life: between reward and risk, nest egg preservation, and
growth.

No one knows what the future holds. That’s why fixed indexed annuities (FIAs) should be
considered by retirement savers looking for peace of mind no matter what happens in the
financial markets.

We promise no pop quizzes or grades. Just solid, simple information from “what is an FIA”
to “how annuities differ” to “how to tell if this retirement vehicle may be right for you.”
Ready, set? Let’s learn.

What is an FIA?

A fixed indexed annuity (FIA) is a
contract between you and an insurance
company. FlAs offer the opportunity for
tax-deferred growth based in part on
changes in a market index, plus the
option to convert your annuity into a
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steady, guaranteed, lifetime income
stream, all while protecting your hard-

@® FIA @ Stock Market Index

Hypothetical Example earned principal from the uncertainty of
market volatility.

Read More [

How an FIA Works

Generally, fixed indexed annuities (FIAs)
have an interest rate floor, which is the
minimum interest that will be credited
each period — typically 0%, a participation
rate, which is the percent of an index that
will be used to calculate interest crediting, Interest Rate Floor
and/ or a cap, which is the maximum
interest that will be credited. Together, oo I
the interest rate floor, participation rate, Hypothetical Example

and cap determine the amount of interest

you earn. Your interest earnings rate will

always remain somewhere between the

floor and the cap. It will not rise above

the cap, even if the index goes higher.

Conversely, it will never fall below zero,

even if the index declines in value. In

fact, the value of your money will never

decline due to market loss for as long as

it is in the FIA, although it can increase

with a rising index.

Interest Rate Cap

Read More |
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Differences Between Annuity Types

There are a few different categories of annuities, each with its own unique set of
characteristics. Keep in mind both fixed and variable annuities are types of deferred

annuities. Additionally, fixed indexed annuities (FIAs) are a kind of fixed annuity and an

indexed variable annuity is a type of variable annuity.

Fixed Indexed
Annuities (FIAs)

FIAs are contracts between you and
an insurance company. Regardless
of market swings, this financial
product guarantees a minimum rate
of return for a fixed number of years.
Interest is earned based in part on
changes in a market index, which
measures how the market, or part of
the market, performs. Other
characteristics of FIAs include no risk
to your principal, tax-deferred
growth, and the ability to create an
income stream you can’t outlive.
State insurance commissioners
serve as the regulatory authority and
states are required to have life
insurance licenses to sell the
product. For FlAs, the insurance
company assumes the risk.
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Variable Annuities

Variable annuities, sometimes called
shield annuities, are contracts that
offer a rate of return depending on
the stock, bond, or money market
investment. In variable annuities, the
buyer makes a lump-sum payment or
series of payments. In return, the
insurer agrees to make periodic
payments beginning immediately or
at a future date. While returns are
not guaranteed, variable annuities
offer tax-deferred growth. Purchase
payments are directed to a range of
financial products, called sub-
accounts, which are managed similar
to mutual funds, or directly into the
separate account of the insurance
company that manages the
portfolios.
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Fixed Annuities

Fixed annuities are contracts in
which the insurance company
makes fixed dollar payments to the
annuitant for the term specified in the
contract, usually through the lifetime
of the annuitant. Like FlAs, the
insurance company guarantees both
earnings and principal. Other
characteristics include tax-deferred
growth. State insurance
commissioners serve as the
regulatory authority and states are
required to have life insurance
licenses to sell the product. Once
again, the insurance company
assumes the risk.

Read More

Indexed Variable
Annuities (IVAs)

IVAs are contracts that provide the
opportunity to grow your assets, with
some level of risk that is dependent
on the performance of the
investments selected. IVAs offer a
level of protection with index
strategies, performance potential
through variable options and/ or
index options, income options, and
death benefit options. In IVAs, the
buyer makes a payment in one or
more payments. The consumer
assumes the risk.

Check out the National Association of Insurance
Commissioners (NAIC) complete buyer’s guide for
more information on all deferred annuities.
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