Why Investors Are Looking at Immediate Annuities Right Now
Today’s volatile market environment has made immediate annuities an even better option for many investors - because they act like bonds but offer additional benefits.

An immediate 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 (or longer, depending on the specifics of your contract).  That’s similar to a bond, with some additional benefits.

Because immediate annuities are insurance products and only pay you income as long as you live, their yields are usually higher than comparable bonds. (For example, a 55-year-old Illinois woman who deposits $100,000 in an immediate annuity will receive $554 a month for life. That equates to a 6.6% yield.1 ) Additionally, you can pay an extra fee (or accept a lower monthly income) in exchange for annual inflation-indexed raises in income.

Immediate annuities are suitable for many retirees, because retirees generally have fixed, recurring expenses and want to avoid volatility in their investments. You probably want to avoid them if you’re under age 55 (because payouts are based on life expectancies - the younger you are, the less you get) or need your money to grow significantly.

Contact your financial advisor for information specific to your individual financial circumstances.

1Source: www.immediateannuities.com, as of 6/25/09. This is not intended as an investment recommendation.
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