How Annuities Can Add to Retirement Income

If you’re concerned that the retirement income you will receive from Social Security and a pension isn’t enough, you may want to consider an immediate annuity.

To determine if an annuity is worth considering, ask how much of your retirement expenses you want to receive from guaranteed sources of income.

Some of those guaranteed sources of income include social security, pensions and annuities. 

There’s no answer that’s perfectly correct.

However, one of the strategies is to have guaranteed sources cover your essential expenses, such as housing and food. 

That way, you can maintain an acceptable standard of living regardless of what happens to your other retirement savings.

So, if Social Security and pensions will cover your basic expenses, you probably don’t need an annuity. 

On the other hand, if your basic expenses are greater than what Social Security and pensions can cover, you may want to devote a portion of your savings to a lifetime immediate annuity. 

With a lifetime immediate annuity, you give a chunk of money to an insurance company, and in return the insurance company gives you guaranteed monthly payments for the rest of your life. 

Keep in mind that you won’t have access to the money you turned over, so be sure you have enough savings left to pay for emergencies and leave money to your heirs, if you plan to do so.

One cautious investment strategy is to annuitize a portion of your money at a time. 

For example, if you have $100,000 to annuitize, you may want to annuitize $50,000 initially.

You can then annuitize another $50,000 a year later if you feel you need more income. 

Since annuity payments are based on interest rates, this also has the benefit of preventing you from locking in all your money when rates are low.
