Time to Look Again 
at Variable Annuities
If you’ve been hoarding cash out of fear of market volatility, you may want to take a look at some fresh data about annuity sales. 

Annuity sales, in general, were actually down in the first quarter of 2010, according to the Insured Retirement Institute (IRI). However, that figure included both fixed and variable annuities.

Looking at variable annuities alone, sales increased 5.5% in the first quarter of 2010 to $32.4 billion - marking the first time they’d increased in two years, according to LIMRA International, an insurance trade organization. 

That was likely due to a return of investor risk appetite. Standard & Poor’s 500 index rose 47% in the year ending March 31, compared with a 40% drop a year prior. In particular, sales of products with robust living benefit guarantees - including guaranteed withdrawal benefits with step-ups and bonus credits - were strong, according to Morningstar. This, says the director of insurance solutions at Morningstar, illustrated variable annuity investors’ desire to obtain higher returns - as well as their willingness to exchange a portion of those returns for the protection of living benefits. 

Cathy Weatherford, president and CEO of the IRI, summed up the situation well. A year ago, she stated, there was a “tremendous flight to safety and security, and the fixed annuity offered that level of safety.” But now, investors want to “participate a bit in the markets with little downside - those living benefits provide that.”

