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We are living longer and 
retiring earlier. This means 
you will need more money 
to fund your retirement than 
past generations. With the 
unpredictability of Social 
Security and limits on the 
amount of money allowed  
to fund 401(k) plans and  
IRAs, an annuity can be an  
integral part of a sound 
financial strategy.



An annuity is a contract sold by an insurance company, 
designed to provide payments to the holder at specified 
intervals, usually after retirement. All annuities are 
tax-deferred, meaning that the earnings from investments 
in these accounts grow tax-deferred until withdrawal, but 
the earnings cannot be withdrawn without penalty until 
a specified age. Some types of annuities guarantee a 
certain payment amount, while others do not, providing 
the potential for greater returns. Relatively conservative, 
annuities are not geared to be high-yielding investments. 

An annuity has a death benefit equivalent to either the 
current value of the annuity or the amount the buyer has 
paid into it, whichever is greater. If the owner dies during 
the accumulation phase, his or her heirs will receive the 
accumulated amount in the annuity. This money is subject 
to ordinary income taxes in addition to estate taxes.

Annuities can also be customized with protection options, 
from guaranteed accumulations to secure lifetime income, 
and more. Though such options incur an additional charge, 
they provide you with the flexibility to create a product 
that addresses your personal financial situation.

You can also use an annuity to fund an IRA or other 
tax-qualified retirement arrangement. By doing so, you 
can benefit from features of the annuity other than tax 
deferral. These features may include guaranteed lifetime 
income, guaranteed minimum interest rates and death 
benefits without surrender charges. Withdrawals prior to 
age 59½ may be subject to a 10% IRS penalty and tax at 
current income. 

The advantages of tax deferral
Any earnings — whether from interest, dividends or 
capital gains — are automatically reinvested and grow on 
a tax-deferred basis. This may reduce your current tax 
burden while keeping more of your money working for 
you. Tax-deferred growth1 through an annuity can be 
yours regardless of your employment status or age. 

 What is an  

annuity?



Just as you purchase insurance to protect an asset like 
your home, annuities offer valuable protection that helps 
you safeguard another of your most important assets —  
your retirement income. The protection features of an 
annuity can help protect the principal in your investment, 
your income in retirement and your beneficiaries, all 
while enjoying the benefits of tax deferral.

Protect your investment
Variable annuities provide you with the opportunity to 
grow your investment through market participation.  
The use of optional contract features can help mitigate 
concerns about how market fluctuations may have an 
impact on the account value. For an additional cost,  
you can choose options, such as enhancing your base 
guarantees or customizing your annuity features to 
match your overall objectives and comfort level. 
Annuities not only give you the choice to guarantee all 
purchase payments, but you can also select options to 
reset your guarantee and lock in positive investment 
returns (for an extra cost through optional contract 
features). Your financial advisor can help you determine 
the most appropriate strategy for your situation.

 Planning for Retirement  

Protection



Protect your income
When it’s time to make withdrawals, your annuity can 
provide a guaranteed stream of income you cannot 
outlive. For an additional cost, there are options you can 
choose from — without annuitizing your contract — to 
safeguard your income, such as guaranteed growth or 
income stream. Please keep in mind that payments may 
be subject to withdrawal charges.

You also have the option to annuitize your contract;  
that is, your annuity will change from an accumulation 
vehicle to a payout vehicle (payment amounts will be 
based on your age and the size of your account). Annuity 
payments are considered part taxable income and part 
return on investment.

Protect your family
In addition to the standard death benefit, you can choose 
to add another layer of protection for your beneficiaries 
at an additional cost. An enhanced death benefit option 
can protect your gains so that the death benefit your 
beneficiaries receive will be an accumulation of the 
planning and investment strategy you have laid out over 
the long term, and not dependent on a temporary 
market fluctuation.

Taxes are deferred on your investment
Potentially, your money can grow faster with tax-
deferred compounding. With an annuity you pay no 
taxes on earnings until they are withdrawn, so your 
money keeps working for you without being reduced by 
annual taxation. 

Your annuity potentially has three-way compounding: 
principal may generate earnings, earnings may generate 
additional earnings, and the amounts that would have 
been paid in annual taxes but are being deferred may 
also generate earnings.



When deciding on purchasing an annuity, 
there are many factors to consider.  
You should take some time and answer 
the following questions:

What are your goals and time frame  
for investing?
Generally speaking, it is best to view an annuity as  
a long-term-investment vehicle for funding your 
retirement needs — allowing a minimum of five years  
for earnings growth. The earlier you purchase an  
annuity the greater your benefits may be, for example, 
compounded tax-deferred earnings that may help you 
attain a rewarding retirement.

What is your tax bracket? 
The higher your tax bracket, the more you can benefit 
from tax deferral. If you are in one of the higher federal 
tax brackets and you pay state and local income taxes,  
an annuity may help you save money. 

What payment option is best for you? 
You have a wide choice of payment options, ranging 
from periodic withdrawals to a fixed monthly payout for 
your lifetime.1 An annuity may be more effective in 
reducing tax liability on each payment when you elect to 
annuitize. However, when you annuitize, you exchange 
the value of your contract for guaranteed payments  
from your issuer for a specified period of time. That  
may be for 10 years, another specific period, or for your 
lifetime. The amount of the payments will depend on the 
time frame you choose and your age when you  
elect annuitization.1 

Is an annuity
right for you?



 

Types of annuities: variable and fixed, 
what’s the difference?
With a variable annuity, you have the opportunity  
to invest in a variety of market instruments with the 
benefit of professional fund management. You can select 
from portfolios spanning a broad range of investment 
options that can be used for a variety  
of financial objectives.1 A variable annuity also gives  
you the ability to transfer money within subaccounts, 
allowing you to rebalance without causing a taxable 
event. You can also choose to allocate a percentage  
of your investment into a fixed-interest account. 

A fixed annuity differs from a variable annuity in  
that it doesn’t participate in the market using 
subaccounts. The insurance company makes fixed- 
dollar payments to the annuitant for the term of the 
contract, usually to the current prevailing interest  
rate for a specified period, after which the issuer may 
offer a reset to a new renewal rate. Purchasers of a 
variable annuity are typically more comfortable with 
investment risk and seek a higher return, whereas 
purchasers of a fixed annuity may prefer the certainty  
of a guaranteed rate. Both offer tax-deferred earnings 
and a guaranteed2 minimum death benefit.

Talk to your financial consultant
Even if you already have an IRA, Keogh or 401(k) plan, a 
variable or fixed annuity may offer significant advantages 
in helping you invest for a secure retirement. 

Ask your financial professional 
whether the purchase of an annuity 
could be beneficial for you.
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Annuity contracts contain withdrawal charges, termination provisions, 
exclusions, limitations, holding periods for which access to the 
principal is limited and terms for keeping them in force.

1  Investment return and principal value of the available subaccount 
portfolios will fluctuate, and an investor’s shares, when redeemed, 
may be more or less than their original cost.

2  Guarantees are based on the claims-paying ability of the issuer. 

Investors should consider the investment objectives, 
risks, charges and expenses of the annuity contract and 
subaccounts carefully before investing. The prospectus 
contains this and other information about the annuity contract 
and subaccounts. You can obtain contract and underlying 
subaccount prospectuses from your financial consultant.  
Read the prospectuses carefully before investing.

Annuities are not FDIC insured, meaning they may lose value and 
carry no bank guarantee; any guarantee is based on the claims-paying 
ability of the issuing company.

The LPL Financial family of affiliated companies includes LPL Financial and 
UVEST Financial Services Group, Inc., each of which is a member of FINRA/SIPC.  

To the extent you are receiving investment advice from a separately registered 
independent investment advisor, please note that LPL Financial is not an affiliate 
of and makes no representation with respect to such entity.
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