
 Securities offered through Cetera Advisors LLC, member FINRA/SIPC. Cetera is under separate ownership from any other named entity. 

 
Dave Hutchison, CERTIFIED FINANCIAL PLANNERTM 

 
1720 E Calle Santa Cruz                           HUTCHISON INVESTMENT ADVISORS         E-mail:dave@hutchisonria.com 
Phoenix Arizona  85022                                    Registered Investment Advisor                                    Fax (602) 955-1458 

            Founded on a CPA Firm Background                    

                (602) 955-7500    

Market Cycles – Time to Reduce Equity Risk?   Participate Yet Protect Alternative   
For long-term growth, equities have higher 
potential returns than most other investments – 
even though we are likely to have another major 
downturn in the next 10-years, and we are less 
likely to have the large gains we have enjoyed 
since 2008.  With these market gains some 
investors may want to lock in the gains in part of 
their overall investment portfolio. However, most 
bonds have interest rate risk. Cash has a 
negative “real” return after even low 2% inflation.  

Historically, equity declines have been followed 
by new all-time highs. However, you do not want 
to have to liquidate for cash needs a significant 
amount of an equity portfolio in a large decline 
and lock in the loss. By the time you realize 
equities are in a major decline, it is too late to bail 
out without losses. And you may then miss the 
rebound. 

I suggest an alternative “bucket” to avoid having 
to sell equities during a significant (10% or more) 
decline.  

I suggest indexed annuities or indexed universal life 
policies to minimize and potentially have better 
returns than cash or bonds. Annuities avoid market 
risk and have guaranteed1 principal.  

For younger clients, I suggest some specific 
indexed universal life insurance (IUL) options 
which can be maximum funded (but to avoid IRS 
MEC rules) with minimum death benefits 
assuming you are more concerned about living 
too long in retirement vs. dying too soon.  If more 
death benefits are desired, term insurance 
combined with an IUL strategy may be an option.    

A properly structured IUL can provide tax-free 
retirement benefits which can make them more 
beneficial than a Roth IRA. IUL’s have had some 
bad press since they have often been illustrated 
improperly and underfunded.  

Indexed Annuity Suggestions (Can be IRA, 
401K, or owned individually)  
Minimize risk for the next 10 years against major 
market declines and to have an alternative source 

of liquidity if cash is needed - without locking in 
potentially large market losses. 

With indexed annuities, you participate in market 
gains but not in market losses.  One of the best 
features is after a market loss the base is reset 
annually, so you do not have to recover losses. 
You start new each contract year and participate 
in any S&P500 index gains without recovering 
prior losses vs. direct equity investments.  

I have a spreadsheet of 78 different indexed 
annuity policies from 18 top annuity companies, 
which is updated as changes occur.  After much 
research, I choose to use the resources of Crump 
Life Insurance Services, which is a prominent 
independent insurance broker – the sixth largest 
in the U.S. I choose to associate with Crump 
because of the expertise I found with them 
instead of more “sales hype” insurance 
organizations. 

Specific annuity recommendations will change 
depending on changing products and individual 
client objectives.   

Overall my selection criteria usually includes: 
1)  100% Guaranteed1 return of principal (less 
any prior withdrawals) from day one without 
penalty if you terminate the policy. 

2) Partial surrender charges (early withdrawal 
penalty) are part of policies and start at typically 
10% and decline annually to zero after 10 years.  
I seek policies that allow you to liquidate if 
needed, penalty free 10% annually or RMD for an 
IRA if higher. Even in the first year, the penalty 
would be less than a more than 10% equity 
market drop in equities and locking in such an 
equity loss. By year six, the typical penalty for 
more than a 10% withdrawal would only be about 
5% on the excess above 10%. 

3) A high S&P500 cap (the annual limit on the 
gain) with 100% participation up to the cap, as 
well as a history of favorable renewal cap rates. 
Currently, the best policies have about a 5% 
annual cap on S&P500 gains that can change 
annually. You are limited to a cap in exchange for 



  

zero participation in losses and the annual reset, 
so you do not have to recover any market losses.   

4) Illustrations that include showing you the 
recent worst 10 years and guaranteed values if 
the market has losses every year for the next 10-
years. 

5) A “bailout” – penalty free liquidation - at full 
account value if the participation cap – which is 
set annually - falls below 3%. 

6) An initial 10-year protection period which can 
be continued year-by-year if desired.  

7) A worst case 1% annual increase in surrender 
value, not the lower 1% of 90% that many 
companies use.  

8) Included at no additional cost a provision for 
full account value (with any market gains above 
the guaranteed minimum or principal value) for 
long-term care needs or a terminal illness. 

9) A.M. Best “A” rated or better insurance 
company to stand behind the guarantees. 

10) No “market value adjustment” that many 
annuities have if you take proceeds from an 
annuity that can reduce value on surrenders 
linked to current interest rates.   

Depending on a client’s objectives I usually 
DO NOT recommend expensive riders such 
as: 
1) Death benefit enhanced value riders unless 
more death benefit is needed, and the cost is 
lower than term insurance or other death 
protection options.  

2) Enhanced income riders. All annuities can be 
annualized for guaranteed life income. I can often 
find a Single Pay Immediate Annuity with better 
payouts than what is available in many indexed 
annuity contracts. 

How indexed annuities work 
The insurance company is not taking any market 
risk. With a portion of your investment, the 
insurance company buys fixed income 
investments to provide the 1% guarantee1.  The 
balance is invested in special option contracts in 
large amounts that would be far more costly to do 
on an individual basis. 

Questions? 
I look forward to answering questions or run a 
detailed illustration for you on a recommended 
annuity. 

For many more of Dave’s extensive White 
Papers and latest market updates see 
DAVE'S EXTENSIVE REPORTS tab at 
http://www.hutchisonria.com  

 
This is an Example of the research we do on various 
market segments and how seriously we take 
investment recommendations with ongoing 
monitoring both individual portfolios and overall 
specific recommendations. 

Managing Risk in a World of Uncertainty 

Invitation - Free Intro Meeting 

Get a Second Opinion to any Current advisor 

No cost or obligation sharing of our ideas  

We offer a “Portfolio X-Ray” of  

Your Current Holdings, with  

Comparisons to our “Benchmarks” in Sectors 

 
1Guarantees based on claims-paying ability of the insurance 

company    

Required Disclosures: Past performance does not assure 

future results. Investors cannot directly invest in indices. There is 
no assurance that objectives will be met. Investments in securities 
do not offer a fix rate of return. Principal, yield and/or share price 
will fluctuate with changes in market conditions and, when sold or 
redeemed, you may receive more or less than originally invested. 
No system or financial planning strategy can guarantee future 
results. Therefore, no current or prospective client should assume 
that future performance or any specific investment, investment 
strategy or product will be profitable. 

Index annuities are insurance contracts that, depending on the 
contract, may offer a guaranteed annual interest rate and some 
participation growth, if any, of a stock market index.  Such 
contracts have substantial variation in terms, costs of guarantees, 
and features and may cap participation of returns in significant 
ways.  Any guarantees offered are backed by the financial 
strength of the insurance company, not an outside entity.  
Investors are cautioned to review carefully an index annuity for its 
features, costs, risks, and how the variables are calculated.  

The views and opinions expressed are as of the date of the report 
and are subject to change at any time based on market or other 
conditions. The material contained herein is for informational 
purposes only and should not be construed as investment advice 
since recommendations will vary based on the client’s goals and 
objectives. Information is believed to be from reliable sources; 
however, no representation is made as to its accuracy. Hutchison 
Investment Advisors, Inc. is an Arizona registered investment 
advisor. Part II of Form ADV (Disclosure Statement) has been 
given advisory clients and is available upon request and is at 
http://hutchisonria.com  
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