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Annuities are becoming more compelling because of two simple reasons. First, banks and insurance companies are 
the only two institutions that offer protection with certainty and definition. Second, people want to protect their life 
savings from the drama on Wall Street. Anyone who’s suffered a financial loss in the past few years needs to know 
that annuities can be an important part of a solid retirement plan.  

Annuities protect a portion of a client’s retirement savings from market loss and ensure a percentage of their income 
lasts as long as they do. Today’s retirees or soon-to-be retirees actually prefer protection over growth. There are a lot 
of myths about annuities, let’s take a closer look at some common myths about annuities and how they actually 
work. 

  

Myth 1 ‑ “Annuities are too complicated.” 

The truth is, even though the mathematics behind an annuity may seem complicated as a concept, annuities are not 
rocket science. You give money to an insurance company and in return they give you a guarantee‑either a guaran-
teed interest rate, guaranteed income for a specified period of time, or even guaranteed income for life. 

Myth 2 ‑ “Annuities have hidden expenses.” 

The truth is that any charges, fees or expenses associated with annuities are not hidden from you. In fact, every an-
nuity comes with documents for you to review. The contract and prospectus or statement of understanding that out-
lines any charges, fees or expenses help you make an educated and informed decision before you buy an annuity. In 
addition, annuities provide a valuable combination of benefits that other products can’t provide. Protecting your 
principal from market loss along with guaranteed income for life with flexibility and opportunities for increases are 
just some of the benefits that annuities offer over other products. In the end, the insurance company uses these fees 
to help support the guarantees made to you and their other customers. 

Myth 3 ‑ “If I die while receiving income from my annuity, the insurance company keeps the rest of 
my money.” 

The truth is today’s annuities offer options that let your beneficiary receive any remaining value left in your contract. 

Myth 4 ‑ “Annuities lock up my money so I can’t access it.”   

Many annuities are designed to be long-term income products and today’s annuities offer various ways for you 
to access the money if something should happen. Most annuities give you access to at least a portion of the money 
each year. Some annuities may specify a commitment period before you can access the money from the annuity, but 
you can still withdraw money if needed, although certain fees and penalties may apply including income tax and tax 
penalties. Keep in mind the longer you own an annuity the more time you give your annuity the opportunity to grow.  
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