
An annuity is a contract between you and an insurance company in which you make one or more payments 
in exchange for a future income stream in retirement. There are many different types of annuities; however, 
the funds in an annuity accumulate tax-deferred regardless of which type you select. This benefit alone has 
become an attractive way to accumulate money for retirement.

How do annutities work?

At the most basic level, annuities have two stages: the deferral stage and the conversion stage. The deferral stage is when you 
open an annuity with the insurance company and fund it either by a lump sum or periodic payments called premiums. The money 
then is left in the annuity to accumulate over time. At the conversion stage, the insurance company begins making payments back 
to you from the total accumulated value of your annuity. This stage is sometimes called the annuitization or income stage.

Which annuity is right for you?

When considering which annuity is right for you, it really depends on your unique situation. There are five general categories of 
features that we will need to sit down and discuss further, but below are the general descriptions of each:

Premiums
1. Lump Sum — Some annuities will allow you to fund the account up-front with one payment.
2. Flexible Payments — The most common methods of paying into your annuity are either on a fixed schedule or as you wish.

Accumulation
1. Immediate — Payouts start right away. This option is good for people who need an income stream immediately.
2. Deferred — Funds are able to accumulate for years or decades. This is good for those whose retirement is further away.

Type of Interest
1. Fixed — Guaranteed minimum interest rate that ensures your annuity won’t lose value while it grows. The percentage
of growth also has the ability to be fixed.

2. Indexed —The interest is based upon the performance of an equity index and can vary greatly.

3. Variable — The return changes according to the underlying investment; meaning the value of your annuity can
go up or down.

Most people plan to retire from work, not life, so having an adequate savings and 
income to live the life you want means taking advantage of all the options that are 
available to you.

ANNUITY
BASICS

SAMPLE



Comparison of annuities 

As stated before, there are several types of annuities. They can generally be broken down into three kinds: fixed, indexed, and 
variable. The table below shows a comparison of these three along with their features.

Fixed annuity Indexed annuity Variable annuity

Rate of return
Slower tax-deferred growth; 
fixed interest rate known in 

advance

More upside potential than 
fixed annuities; interest rate 

not known in advance

More potential for tax-
deferred growth with 

potential for loss

Risk factors
Locked-in for one or more 

years; minimum guaranteed 
accumulation age

Minimum guaranteed 
interest rate

Risk associated with each 
sub-account

Tax-deferral Yes Yes Yes

Who would 
benefi

Anyone who wants 
lower risk

Those who want more upside 
potential with a minimum 
guaranteed interest rate

Those who can assume a 
greater amount of risk in 

exchange for more upside 
potential

Form of Payout
1. Fixed Period — Payments are made to you for a specific period of time.
2. Lifetime — Payments are made for the rest of your life.

Tax Status
1. Qualifi d — If the annuity is purchased with pre-tax or deductible dollars —  such as a deductible IRA — it will grow
tax-deferred. Distributions will be subject to income taxes. 
2. Non-Qualified — Provides an attractive alternative for those who do not participate in other retirement plans.
Earnings grow tax-deferred and aren’t taxed until withdrawn.

Getting Started
For more information and to get started on building a brighter future, please contact us by phone at 949-756-5444 or via 

email at robin@eiswinc.com.

SAMPLE

3070 Bristol Street, Suite 605 | Costa Mesa, CA 92626 | Ph: 949-756-5444 | Fax: 949-756-0508 | Em: robin@eiswinc.com
www.lifeprofessionalinc.com




