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I have been writing about the benefits of annuities for most of my 

professional life. Indeed, it has been 20 years since I wrote my first 

article on the topic, which was in late 1997. For the record, my initial 

venture into the world of annuities was published in the Journal 

of Risk and Insurance, and I’ll always have a soft spot for that first 

publication. It earned me tenure at my university.

That (ivory tower) publication was followed by more than 100—yes, 

I counted—papers, articles, and columns on all aspects of variable, 

fixed, and indexed annuities. Over the past two decades, I have 

written about the value of death benefits* to the young, the value of 

living benefits* to retirees, the importance of deferred annuities to 

everyone, and the history of annuities in the 17th century.

Colleagues and Scholars Weigh In

A few years ago, I took on a research project for CFA (Chartered 

Financial Analyst) Institute, which is a global association of investment 

professionals. They asked me to collect, examine, and summarize 

the literature—i.e., scholarly writing on annuities—and share my 

thoughts as to whether there was a consensus on the role they can 

play in retirement planning. “There seems to be a lot of noise and 

misinformation about annuities. What do the academics think about 

them?” they asked me.  

Well, after a few months in the library stacks and archives, I discovered 

no fewer than 1,000 articles written during the past 50 years—by 

scholars and academics, not professional salespeople and marketing 

departments—that all said pretty much the same thing. I’ll summarize 

months of labor with one tweetable sentence: “It’s very important for 

individuals who retire to have some form of annuity in their portfolio, 

one that pays guaranteed income† for the rest of their lives.”‡ 

What really surprised me was the level of uniformity and widely shared 

consensus about this suggestion. As you know, most professional 

economists and professors disagree about almost everything. 

Why the agreement? Well, in a nutshell, because of the valuable 

longevity protection of income† an annuity may offer—especially 

important in a world of declining corporate and government pension 

coverage. Annuity income has become a popular pension replacement 

alternative for those who are concerned about living longer than their 

nest egg lasts. Surveys of Americans indicate that it is the certainty of 

income needs that is the largest source of uncertainty and concern in 

retirement planning. 

Now, exactly how much of your nest egg should be allocated to an 

annuity is a trickier question, one that can be get quite personal. 

Whether it's 20%, 30%, 40%, or some other percentage of your 

portfolio, an optimal allocation can only be determined by looking at 

your unique situation, the structure of your personal balance sheet, 

and any pension income you already receive.
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What’s Missing?

And yet, when I scan the landscape of annuity scholars and their 

research, one area that doesn’t appear to have generated much 

coverage is what exactly to do with an annuity once you have actually 

purchased or invested in a policy. You bought the exercise machine, 

the juicer, or the yoga mat. Good for you. What happens next? 

Think of it this way. Imagine you own a variable annuity—whether 

it be 10% or 25% or 50% of your investable assets. What exactly 

should you do with it over time? Unlike a life or car or home 

insurance policy, a variable annuity should not just sit in a drawer 

waiting for the unwanted disaster. A variable annuity with its 

investment choices and add-on benefits* should be “optimized.” 

What I mean by optimization is a process of ongoing maintenance 

and fine tuning in a way that takes advantage of all its features. 

Well then, here is my main message for today. Take a careful look at 

your annuity and ask: Are you optimizing? The purchase of a variable 

annuity is most definitely not a set-and-forget transaction. For this 

asset, don’t just buy and hold!

My Own Story

To end on a personal note, let me conclude with the following. 

Like any principled advocate, I too own various annuities, including 

a variable annuity with a guaranteed living benefit.* I purchased 

my shiny toy several years ago—and I have had no regrets since. 

As you’d suspect, I continue to optimize my variable annuity via 

periodic asset allocation changes, considering the ever-changing 

tax implications and continuing to pay for the income benefits* that 

make the most sense for me. My annuity also offers legacy planning 

options that will become more relevant for me to optimize as I 

age and begin to focus more on how the assets will be passed on; 

although, between you and me, my current plan is to live to the age 

of 120 and enjoy every minute of my lifetime of income. 

To conclude where I started, I’ve now written about the topic of 

annuities for 20 years and could probably fill an ocean, or at least a river, 

with an overview of all the studies that have analyzed their merits. King 

Solomon wrote, “All rivers run into the ocean; yet the ocean is not full.” 

So, here it is one last time. My personal conviction about the value of 

protection against life’s hazards remains as high as ever.

"Unlike a life or car or home insurance policy, a 
variable annuity should not just sit in a drawer 
waiting for the unwanted disaster."

* Add-on benefits are available for an extra charge in addition to the ongoing fees and expenses of the variable annuity. 

BY MOSHE A. MILEVSKY

Moshe A. Milevsky is a Professor and Chair of the Finance Department at the Schulich School of 

Business at York University in Toronto. He has published 12 books, more than 60 peer-reviewed 

papers, and hundreds of magazine and newspaper articles. In this article, he has partnered with 

Jackson® to discuss his research on annuities and the role they may play in retirement planning.

Not FDIC/NCUA insured  •  May lose value  •  Not bank/CU guaranteed  •   Not a deposit  •  Not insured by any federal agency

Before investing, investors should carefully consider the investment objectives, risks, charges, and expenses of 
the variable annuity and its underlying investment options. The current contract prospectus and underlying fund 
prospectuses, which are contained in the same document, provide this and other important information. Please 
contact your financial professional or the Company to obtain the prospectuses. Please read the prospectuses 
carefully before investing or sending money.
The opinions and forecasts expressed are those of the author and individuals quoted and should not be construed as a recommendation or as complete. 
Provided by Jackson National Life Distributors LLC.
Investing involves risk, including possible loss of principal.
Annuities are long-term, tax-deferred vehicles designed for retirement. Variable annuities involve investment risks and may lose value. Earnings are taxable as ordinary income when 
distributed and may be subject to a 10% additional tax if withdrawn before age 59½.
Annuities are issued by Jackson National Life Insurance Company (Home Office: Lansing, Michigan) and in New York by Jackson National Life Insurance Company of New York 
(Home Office: Purchase, New York). Variable annuities are distributed by Jackson National Life Distributors LLC, member FINRA. May not be available in all states and state 
variations may apply. These products have limitations and restrictions. Contact Jackson for more information.

jackson.comCMN18674CL 05/20 


