Fixed Annuities Can Be More Flexible Than They Sound
For many investors who like the idea of an annuity, the “fixed” part seems just a little too restrictive. But that may not be the case.

An annuity is a contract between an investor and an insurance company. With a fixed annuity, you make a payment to an insurance company as a lump sum or in installments. In exchange, at some later date, the insurance company makes payments to you at regular intervals for a specified period of time or for your entire life.

With fixed annuities, the payments the insurance company makes to you are fixed. For example, they provide a set amount of income. Fixed annuities may be appealing to retirees because they provide stability. You know exactly how much money you’ll be getting, so you can budget accordingly. However, the payout of a fixed annuity may seem meager in times when the stock market is rising, and investors in variable annuities - whose payments fluctuate with the market - are receiving more.

Fixed annuities may not be as fixed as they sound, though. For example, some fixed annuities are now available with payments that rise to adjust for inflation. Other fixed annuities allow an investor’s heirs to keep receiving payments if the investor dies earlier than expected.

Keep in mind, however, that these features come at a price, often in the form of lower monthly income. Your financial advisor can help you determine if a fixed annuity is right for you, and if it is, what the appropriate balance of income and flexibility is for your financial circumstances.
