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: An Educational Guide

45% IS MORE POWERFUL  
THAN YOU THINK
Fixed index annuities, while not designed to compete with equity investments, combine three powerful 
concepts: Principal Protection, Market Participation and Annual Reset. 

Let’s look at how a fixed index annuity with a premium of $100,000, that has an accumulation value linked to 
the S&P 500® annual point-to point interest calculation, with an annual reset feature at a 45% participation 
rate, would have performed over the last 18 years.

//// THE POWER OF ANNUAL RESET
S&P 500® Index

Year S&P 500® Account Value
1999  $100,000 

2000 -10.26%  $89,740 

2001 -13.05%  $78,029 

2002 -23.26%  $59,879 

2003 27.52%  $76,358 

2004 9.72%  $83,780 

2005 3.75%  $86,922 

2006 14.63%  $99,639 

2007 4.33%  $103,953 

2008 -38.16%  $64,285 

2009 25.30%  $80,549 

2010 13.90%  $91,745 

2011 0.95%  $92,616 

2012 14.84%  $106,361 

2013 31.23%  $139,577 

2014 12.53%  $157,066 

2015 0.22%  $157,412 

2016 10.80%  $174,412 

2017 20.67%  $210,463 

Annualized Return 4.22%

Fixed Index Annuity with 45% Participation Rate

Year Interest Earned Account Value
1999  $100,000 

2000 0.00%  $100,000 

2001 0.00%  $100,000 

2002 0.00%  $100,000 

2003 11.87%  $111,871 

2004 4.05%  $116,397 

2005 1.35%  $117,968 

2006 6.13%  $125,198 

2007 1.59%  $127,187 

2008 0.00%  $127,187 

2009 10.55%  $140,609 

2010 5.75%  $148,695 

2011 0.00%  $148,695 

2012 6.03%  $157,668 

2013 13.32%  $178,669 

2014 5.13%  $187,827 

2015 0.00%  $187,827 

2016 4.29%  $195,890 

2017 8.74%  $213,009 

Annualized Return 4.29%

Assuming that an investor put $100,000 directly into the S&P 500®, and $100,000 into a fixed index annuity 
offering a 45% participation rate for 18 years, they would see the performance shown above. The S&P 500® 
had an annualized return of 4.22% during this time period. With a 45% participation rate, you may expect the 
rate of return on the index annuity to be 1.90%, or 45% of 4.22%. However, this is not the case.

Let’s take a closer look at 2008, as this is where the strength of the fixed index annuity becomes evident. When 
the S&P 500® decreased 38.16%, the index annuity received a 0% credit due to the annual reset feature. This 
lower point also becomes our new start of year value for calculating interest. This is the power of Annual Reset.

The S&P 500® is a trademark of Standard & Poor’s Financial Services, LLC and its affiliates and for certain fixed index annuity contracts is licensed 
for use by the insurance company producer, and the related products are not sponsored, endorsed, sold or promoted by S&P Dow Jones Indices 
LLC or their affiliates, none of which make any representation regarding the advisability of purchasing such a product. WealthVest is not affiliated 
with, nor does it have a direct business relationship with Standard & Poors Financial Services, LLC. When you buy a fixed index annuity, you own an 
insurance contract. You are not buying shares of any stock or index.

This is not a comprehensive overview of all the relevant features and benefits of fixed index annuities. Before making a decision to purchase a 
particular product be sure to review all of the material details about the product and discuss the suitability of the product for your financial planning 
purposes with a qualified financial professional.
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//// HOW FIXED INDEX ANNUITIES PERFORM THIS CENTURY.

These hypothetical examples are intended to illustrate how index fluctuations might affect your contract values based on the selected crediting methods. 
It is not intended to show past or future results. The hypothetical products were purchased on 12/31/1999 and the initial premium was $100,000. The 
depiction assumes no withdrawals or additional premiums added during the 18-year period ending 12/29/17. Index returns for a given year have been 
calculated by comparing the close from the last trade of the proceeding year with the close from the last trade day of the given year. For example, the return 
for 2003 is calculated using the close of the index on 12/31/2002 and the close of the index on 12/31/2003. 
* The S&P 500® returns shown include dividends. Annual returns were modeled using ticker symbol (^SP500TR). 
* The S&P 500® returns shown are net fees. The annual fee used within the model was 1.16% and is a summation of the average new account fee in 
2016 of 1.07% and the average equity index mutual fund average fee of 0.09%. This fee data was gathered from McKinsey & Company and ICI Research, 
respectively. 
The returns for the participation rate and cap rate crediting methods were calculated using the S&P 500® return for a given year, excluding dividends and 
fees. This was done to mimic how fixed index annuity interest credits are calculated in the real world. These returns were modeled using quotes from ticker 
symbol (^GSPC). All data used was from Yahoo! Finance. 
The annual reset allows for any interest credited on each contract anniversary to be “locked-in” and it can never be taken away due to market decreases. 
The interest credited is added to the accumulation value of your contract, which then becomes the guaranteed Accumulation Value “floor” that will be 
included in the calculation of the interest that is credited going forward, subject to any withdrawals and applicable rider fees. The annual reset sets the index 
starting point each year at the contract anniversary. This reset feature is beneficial when the index experiences a severe downturn during any given year 
because not only do you not lose accumulation value from the downturn, but the new starting point for future growth calculations is the lower index value. 
Although an external index may affect your interest credited, the contract does not directly participate in any equity investments. You are not buying shares 
in an index. The index value does not include the dividends paid on the equity investments underlying any equity index. These dividends are not reflected 
in the interest credited to your contract. 
Guarantees are backed by the financial strength and claims-paying ability of the issuing insurance company and do not apply to the performance of the 
index, which will fluctuate with market conditions. Annuities are designed to meet long-term needs of retirement income. Annuity contracts typically require 
money being left in the annuity for a specified period of time, usually referred to as the surrender charge period. If you fully surrender your annuity contract 
at any time, guaranteed payments provided for in the contract and/or any rider will typically no longer be in force, and you will receive your contract’s cash 
surrender value. Before purchasing an annuity, read and understand the disclosure document for the early withdrawal charge schedule. The purchase of 
an annuity is an important financial decision. Talk to your financial professional to learn more about the risks and benefits of annuities. 

• Not FDIC insured • May lose value • No bank or credit union guarantee • Not a deposit • Not insured by any federal government agency or NCUA/NCUSIF

45% Participation Rate
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LOCKS IN INTEREST CREDITS 
DURING MARKET DECLINES 

////   Did You Know? 
Fixed index annuities do not have a memory past one year, so interest credits 
are locked in during market declines. This allows the fixed index annuity 
account value to remain level during declines and gain on subsequent 
increases, regardless if the high watermark has been reached. 

PROTECT FROM MARKET DECLINES WHILE 
DELIVERING COMPETITIVE RETURNS.
This graph demonstrates how fixed index 
annuities move with the S&P 500®. In up 
years, the contract’s account value is credited 
interest, but in the down years, it maintains its 
value. This serves as a hedge against market 
corrections, especially when market valuations 
are currently so high. Assets are protected and 
what goes up won’t come down. 


