How Much Should You Invest in an Annuity?
Funding your retirement dreams requires you to look at all the available investment options and structure a portfolio that provides regular income for as long as you need it.

Typically, that will involve a mix of stocks (so your assets can keep pace with inflation) and bonds (so you’ll have a steady income stream). You’ll probably also want to have some cash on hand. But annuities can also play an important role in a retirement portfolio.
An annuity is a contract between you and an insurance company. Essentially, you give a sum of money to the insurance company, and in exchange, it provides you with monthly payments for life.
How do you know how much to allocate to stocks, bonds, cash and annuities?

You may want to look at an annuity as a part of your bond allocation. That’s because allocating some of your nest egg to an immediate annuity creates a stream of income you can’t outlive, and that, in turn, will help you overcome “longevity risk,” which is the risk that you’ll run out of money before you die.

But deciding exactly how much of your nest egg to allocate to an annuity can be a real challenge. To do so, you’ll have to assess the long-term trend of the stock market, your tolerance for investment risk and the probability that you’ll burn through your assets earlier than you wish.

A significant allocation to an immediate annuity might be a good option when:
The stock market appears to be peaking or in the early stages of a decline;
Your tolerance for investment risk is low; or
The probability of exhausting your assets earlier than you wish is high.

Of course, how much you allocate to any asset, including an annuity, depends on your individual financial circumstances, which only you and your financial advisor know. We recommend that you contact him or her for more information.
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