Companies Are Now Offering
Annuity Options in a 401(k)

Until recently, investors didn’t have the option of placing their 401(k) assets in an annuity. In the wake of the worst market decline in decades, however, insurers are trying again. 

The product is an annuity or annuity-style investment, available through a 401(k) that gives retirees guaranteed income for life.

In the recent past, mutual fund companies have tried creating annuity-like investments for 401(k)s. 

Fidelity Investments and Vanguard, for example, have both offered “managed payout” mutual funds designed to provide a predictable (though not guaranteed) income stream. 

Barclays Global Investors, now part of BlackRock, has worked with MetLife to provide an annuity for a SponsorMatch target-date fund that allocates money between stocks and a deferred annuity based on participants’ ages, increasing the allocation to the annuity as time passes.

But now, some financial companies are offering actual annuities in 401(k)s.

Prudential Financial is one example. The deferred annuity it offers 401(k) plan sponsors, called IncomeFlex, provides at least a 5% annual payout that starts at retirement and continues until death. The fee of 1% per year is clearly disclosed. Investors can opt for inflation protection or minimum payouts to ensure against the risk of dying before getting their money’s worth. And investors can withdraw their money without penalty.
