Look Beyond the Returns
When Choosing an Annuity

With more investors worried about outliving their money, fixed annuities have surged in popularity. Total fixed-annuity sales were $105.1 billion in 2009, just 2% less than the record high set in 2008, according to the Insured Retirement Institute and Beacon Research.

For many investors, buying an annuity comes down to one question: How much money will I get back?

But investors who have investigated annuities know that it can be difficult to comparison shop. It generally requires calls to a number of insurance companies. Moreover, the range of answers one gets to that simple question is surprisingly wide. 

For example, consider a 65-year-old man who puts $300,000 in a lifelong, immediate annuity, which is one that starts paying an income stream right away. According to SmartMoney, he could get monthly returns ranging from $1,528 to $1,967 - a variation that could translate into $105,000 over 20 years. 

A financial advisor can help you select the annuity that’s right for you. But investors may be wise to look at factors other than the largest payout.

Insurance companies are constantly creating new products with more exotic features, so be sure you understand them. And an insurer’s financial strength should be a big part of the calculation, because any guarantees are subject to the claims-paying ability of the issuing company. In other words, if the company issuing the annuity goes bankrupt, your annuity could be worthless.

