
Annuities 
● Annuity: A fixed sum of money paid to someone each year, typically for the rest 

of their life. It is often sold as or with insurance.  
● Immediate Annuity: Lump sum; income payments 
● Deferred Annuity: Starts paying after first year 
● Equity-Indexed Annuities: Offers long term inflation protection, offers a 

minimum guaranteed rate, and offers protection during a decline in the stock 
market 

● Annuities work best for retirement after the retirees have earned a large sum of 
money to put into an annuity they are then able to secure fixed payments for a 
determined amount of time. They also work well for people who earn a large sum 
of money at once like winning a lawsuit, the lottery, or receiving inheritance.  

● When the annuity is being funded its known as the accumulation phase and 
when it begins to pay out, it is in the annuitization phase.  

● The main two types of annuities are fixed and variable. Based off these two types 
there are dozens of variations including how many people benefit from the plan, 
the timing the payout begins, and how long the payout lasts:  

○ Fixed: Allows the amount paid to be consistent year after year  
○ Variable: Use the principle investment to capitalize on the performance of 

the market allowing for a chance for larger gains but the possibility of 
smaller payouts as well.  

● One downside of annuities is that they are illiquid. This means that during the 
accumulation period the contributor can be penalized, usually around 10%-20% if 
they decide to withdraw their money before the payout period begins. Fortunately 
annuities can be tax advantaged and be a smart wait to work toward your 
retirement goals. Unlike other tax deferred retirement plans there is no yearly 
contribution limit for most annuities.  

● Annuities can be bought from Life Insurance or Investment companies just like 
your favorite one stop shop, Alchanati Campbell and Associates.  

ALCHANATI CAMPBELL & ASSOCIATES LLC 
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