
In the Wharton annuity study conducted by Dr. Babbel and Dr. Merrill, they came to the 
following conclusion based upon their in-depth study of annuities as compared to other 
investment scenarios. 

“When individuals consider the list of positive attributes associated with life annuities, i.e, 
guaranteed payments you cannot outlive, low-cost, access to invested capital, and reasonably 
priced features such as inflation adjustments and legacy benefits, the argument for this income 
solution in retirement is compelling. By covering at least basic expenses with lifetime income 
annuities, retirees are able to focus on discretionary funds as a source for enjoyment. Locking in 
basic expenses also means that retirees discretionary funds can remain invested in equities for a 
longer period of time, bringing the benefits of historically higher returns they can stretch the 
useful life of those funds even further. Income annuities may also be a vehicle that enables 
retirees to delay taking Social Security benefits until they are fully vested, bringing substantially 
higher payments at that point. The key to all this is to begin by covering all of the basic living 
expenses with lifetime income. Then to provide for additional desirable consumption levels you 
will want to annuitize a portion of the remainder of your assets while making provisions for 
extreme emergency expenses and, if desired, bequests. These last two items can be accomplished 
through combinations of insurance and savings. When this is undertaken, you can enjoy your 
retirement without the burden of financial worries and focus on more productive uses of your 
time and attention.” 

In addition to this, assuming that you cover all your basic expenses, there is the rule of thumb 
rule of 100.This rules states that if you deduct your age from 100, the balance should be the 
maximum percentage that you should have in risky investments. 

 


