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Shattering Annuity Myths 

Is there one that is right for you?



As you approach retirement, securing 
a reliable income stream becomes para-
mount. Annuities offer a powerful solution 
by helping to provide guaranteed income in 
exchange for one-time or periodic pay-
ments. In this comprehensive booklet, we 
will explore the various types of annuities, 
their potential benefits, and how they can 
be leveraged to help maximize retirement 
income. Additionally, we will address 
potential limitations to consider when in-
corporating annuities into your retirement 
plan.

Types of Annuities
Fixed Annuities:Fixed Annuities: A deferred annuity that allows 
retirees to accumulate funds over time before re-
ceiving income payments. Fixed annuities can earn 
interest in a number of ways depending on the 
annuity chosen. During the accumulation phase, 
the annuity grows tax-deferred, providing retirees 
with the opportunity for long-term growth and 
flexibility in timing their income payments.

Variable Annuities:Variable Annuities: Variable annuities are de-
ferred annuities that allow retirees to invest in a 
selection of subaccounts, similar to mutual funds, 
offering the potential for higher returns but with 
greater investment risk. Variable annuities provide 
flexibility and the opportunity for growth, mak-
ing them more suitable for individuals comfort-
able with market fluctuations and potential loss 
of principal.

Immediate Annuities:Immediate Annuities:  Allow retirees to purchase 
the annuity with a single premium and begin tak-
ing income payments right away, generally within 
the first year. 
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Annuities are only for the wealthy
While historically associated with high-net-worth individuals, annuities are 
now accessible to a broader range of people, with various options catering to 
different budgets and risk tolerances. Don’t let this myth prevent you from 
exploring how the right professionally recommended annuity could benefit 
you and your family. 

Annuities trap your money
Many annuities offer flexibility, such as penalty-free withdrawals under 
certain conditions or liquidity features that allow access to funds without hefty 
surrender charges. This myth has prevented many people from looking closely 
at various annuities and how they can help grow their nest egg because they 
often don’t know that access to your money is possible.

Annuities offer poor returns
This depends on the type of annuity. Fixed annuities prioritize income 
control, while variable and fixed indexed annuities can offer growth potential 
linked to the markets, along with downside protection. This means returns 
can cover a wide range. Some are conservative and some are aggressive, but 
all have protections so you cannot lose your principal. Variable annuities pro-
tect the principal when optional rider are in place. 

Annuities are too complex
While they can seem daunting, there are plenty of resources and financial 
advisors available to help simplify the process and explain the features and 
benefits. This myth is stubborn. Because of this lingering stigma, many people 
bypass even looking at what these financial products can do in retirement and 
beyond. The right professional can explain the options clearly and simply. The 
right annuity can make a real difference in retirement. 

Annuities don’t pay benefits after death
Many annuities include legacy planning options, allowing them to be part of 
estate planning and providing benefits to heirs without going through pro-
bate. Various riders, including a death benefit rider, can provide immediate 
payouts to heirs at your passing. Some annuities may offer enhanced death 
benefit riders that can be purchased to provide greater financial comfort for 
loved ones.

Annuities have high fees and are expensive
Like any financial product, fees vary based on the type and features. It’s im-
portant to understand these costs and compare them with the benefits provid-
ed. This is where an experienced, retirement and estate planning professional 
can be relied upon to clearly explain all fees and costs.

There’s no tax benefit to purchasing an annuity
Annuities funded with after-tax dollars have no IRS contribution limits, and 
their growth is tax-deferred until withdrawals are made. Annuities funded 
with pre-tax dollars allow for tax deferral, which can help your funds grow 
more quickly. All annuity withdrawals are subject to ordinary income taxes, 
including a 10% IRS penalty if taken before age 59 1/2.

Myth #1:Myth #1:

Myth #2:Myth #2: 

Myth #3:Myth #3:

Myth #4:Myth #4:

Myth #5:Myth #5:

Myth #6:Myth #6:

Myth #7:Myth #7:
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Benefits of Annuities
Guaranteed Income Streams:Guaranteed Income Streams:  Annuities offer guaranteed income streams, providing retirees with a level of Annuities offer guaranteed income streams, providing retirees with a level of 
financial certainty throughout retirement.financial certainty throughout retirement.

Tax Deferral:Tax Deferral: Annuities allow funds to grow tax-deferred, helping retirees to maximize the growth poten- Annuities allow funds to grow tax-deferred, helping retirees to maximize the growth poten-
tial of their funds and defer taxes until withdrawals are made. Annuity distributions are subject to ordinary tial of their funds and defer taxes until withdrawals are made. Annuity distributions are subject to ordinary 
income taxes and an additional 10% IRS penalty if taken before age 59-1/2.income taxes and an additional 10% IRS penalty if taken before age 59-1/2.

Estate Planning Benefits:Estate Planning Benefits: Annuities offer benefits for estate planning, allowing retirees to designate benefi-
ciaries who will receive the remaining account value upon their passing, providing greater financial assurance 
for loved ones.

Protection Against Market Volatility:Protection Against Market Volatility: Fixed and immediate annuities protect retirees against market volatil-
ity, ensuring that income payments remain stable regardless of economic conditions. All annuity guarantees 
are backed by the financial strength and claims-paying ability of the issuing company.
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  Maximizing Retirement Income with Annuities
To help maximize retirement income with annuities, some retirees may want to consider a combination of 
immediate and deferred annuities. Designed to be long-term retirement income vehicles, they’re not perfect 
for everyone. After consultation with a professional, you may determine they’re right for your situation. Im-
mediate annuities can provide immediate income to cover essential expenses, while deferred annuities can 
supplement income in later years and provide flexibility for long-term financial growth.
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Key Information about Annuities
Cost:Cost:  Like all financial vehicles, annuities come with fees and expenses, including sales charges, administrative Like all financial vehicles, annuities come with fees and expenses, including sales charges, administrative 
fees, mortality and expense charges, and surrender penalties, which can erode your growth over time.fees, mortality and expense charges, and surrender penalties, which can erode your growth over time.

Complexity:Complexity:  Annuities can be complex financial products with intricate features and provisions, requiring 
careful consideration and understanding before purchase.

Lack of Liquidity:Lack of Liquidity:  Annuities typically have limited liquidity, with restrictions on withdrawals during the accu-
mulation phase and potential surrender charges for early withdrawals. In addition, withdrawals are subject to 
ordinary income taxes, and if taken before age 59-1/2, may involve an additional 10% IRS penalty.

Inflation Risk:Inflation Risk:  Fixed annuities may not provide inflation protection, potentially eroding the purchasing power 
of income payments over time. Some annuities offer inflation riders that you can purchase to offer a hedge 
against inflation.

Solvency Risk:Solvency Risk:  Annuities are subject to solvency risk, meaning that the insurer may default on its obligations, 
leading to loss of income or principal.

Lack of Flexibility:Lack of Flexibility:  Once purchased, annuities may lack flexibility, with limited options for changes or adjust-
ments to the contract terms.
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The Story of Marge and Frank
Once upon a time, Marge and Frank, a hypothetical retired couple in their early 70s, 
found themselves at a crossroads in their financial journey. They had diligently saved for 
retirement over the years, but as they approached their golden years, they were apprehen-
sive about how to convert their savings into a reliable income stream. After much delibera-
tion, and initial reservations they decided to explore the option of annuities.

Years ago, when they first considered annuities, Marge and Frank were hesitant about 
tying up their funds in a financial product with which they were unfamiliar. They were 
concerned about potential fees, restrictions, and whether annuities would truly provide the 
financial assurance they desired in retirement. However, after consulting with a licensed 
insurance professional and carefully weighing their options, they decided to move forward 
with the purchase of a fixed annuity.

Fast forward to the present day, and Marge and Frank couldn’t be happier with their 
decision. Their annuities have become one of the cornerstones of their retirement income 
strategy, in addition to Social Security, 
providing them with a steady stream 
of cash to cover their living expenses 
month after month. With the worry of 
market fluctuations and economic un-
certainty reduced on these funds, they 
can focus on enjoying their retirement 
years to the fullest, traveling, spending 
time with family, and pursuing their 
passions with less financial stress. 

In conclusion, whether you’re apprehen-
sive about annuities or have reservations 
about tying up your funds, it’s essential 
to consider the long-term benefits they 
may offer as part of your total retire-
ment plan. Annuities offer you a range 
of benefits, including guaranteed in-
come streams, tax-deferred growth, and 
estate planning advantages. By includ-
ing an annuity in your financial strategy, you may be able to better position your financial 
future for a more confident retirement, and live the life you’ve always dreamed of in your 
golden years.
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Affinity Advisory Network, LLC is a financial services firm helping clients prepare for retirement 
through the use of insurance and investment products and services. We are not endorsed by or 
affiliated with any government agency. Affinity Advisory Network, LLC is a network of professionals 
acting together for the overall benefit of each client, including CPAs, Insurance Agents, Accoun-
tants, Real Estate professionals, VA Accredited Claims Agents, and Attorneys. Many of the pro-
fessionals within the network are independent of the Affinity Advisory Network and maintain their 
own licenses. 

Investment advisory and financial planning services offered through AAN Wealth Advisors, LLC, a 
State of Ohio Investment Advisor. Sub-advisory services are provided by Advisory Alpha LLC, A 
SEC registered Investment Advisor. AAN Wealth and Advisory Alpha, LLC are separate and unaf-
filiated entities. Registration with the SEC or state does not constitute an endorsement of the firm 
by regulators, nor does it indicate that the adviser has attained a particular level of skill or ability.

This content is for informational purposes only and does not intend to make an offer or solicitation 
for sale or purchase of any securities. Investing involves risk, including the potential loss of princi-
pal. No investment strategy, such as asset allocation or diversification, can guarantee a profit or 
protect against loss in periods of declining values. Changes in investment strategies, contributions 
or withdrawals, and economic conditions may materially affect the performance of your portfolio. 
There are no assurances that a portfolio will match or outperform any particular benchmark. Inves-
tors should carefully consider the investment objectives, risks, fees and expenses before investing. 
Any financial services firms referenced in this material do not provide tax or legal advice. Please 
consult with your tax or legal professional regarding specific issues prior to making a tax or legal 
decision. Insurance product guarantees are backed by the financial strength and claims-paying 
ability of the issuing company. Product and feature availability may vary by state.

If you would like a written opinion you can rely on, please contact an accountant, financial adviser, 
or attorney. The materials contained herein are not intended to, and do not constitute, legal or 
financial advice. Attorneys are licensed in limited jurisdictions. The firm does not intend to practice 
law in any state in which we do not have licensed attorneys, and this information is not intended 
to solicit representation that would constitute the unauthorized practice of law in any jurisdiction. 
Hiring a lawyer is an important decision that should not be based solely on this material. Before you 
decide, please contact us for further information about our qualifications and experience. Neither 
transmission nor receipt of these materials creates an attorney-client relationship between the 
sender and the receiver. 


