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Fixed Annuities Can Mean  

Increased Retirement Security  

By Lisa Hughes-Daniel 

 

You may want to consider converting at least part of your savings to an annuity 

when you retire. Why? 

Fixed annuities—providing a set monthly income after retirement—are getting 

positive buzz in the wake of the economic crisis, as Americans seek more stable, 

guaranteed sources of retirement income. Because annuities provide fixed income for 

life—no trivial thing, since people are living longer—they offer a kind of peace of mind 

that most investment portfolios don’t. 

But just as managing your own nest egg carries some risks, annuities aren’t a 

magic bullet. As you research your retirement options, investigate what annuities can do 

for you—and what they can’t. 

 

Secure and predictable 

When you convert your savings into an immediate, fixed annuity, you essentially 

purchase an insurance policy. In contrast, variable and deferred annuities are different 

products altogether—more expensive and complex—and aren’t addressed in this article. 



In exchange for a sum of money, the issuer promises to pay you a fixed income 

for the rest of your life—and your spouse’s life, if you choose a “joint and survivor” type 

annuity. That guarantee protects you from market volatility—you’ll get the same check 

each month no matter how the market performs. It also reduces financial decision-

making, which can become problematic for some people in their advancing years. 

 

The flip side of stability  

Despite these benefits, an annuity does carry a few limitations. You can’t 

generally take your money out or increase the size of your payment once it’s set. Over 

time, inflation will erode the value of your fixed monthly “paycheck” unless you pay 

more for a cost-of-living adjustment option.  

In addition, annuities are designed to provide steady income during your lifetime 

and any beneficiaries’ lifetimes. Unless the annuity has a death benefit, you can’t pass on 

any unpaid benefits to your heirs. The annuity contract—and the guaranteed income—

usually ends when you or a named “survivor” dies.    

 

A useful tool 

Because your individual financial situation is unique, only you—perhaps with the 

help of a trusted, objective financial advisor—can decide whether an annuity makes sense 

for you. But consider this: smart investors diversify. An annuity may not be the only 

answer for a secure financial future, but it could be a useful tool in your retirement 

income strategy. 



For example, say you want to make sure your fixed monthly expenses are covered 

by guaranteed income, such as Social Security payments and a pension. If there’s a 

shortfall in your budget—$500, for instance—it might make sense to purchase an annuity 

that would generate that much monthly income. The rest of your savings could be 

allocated among investments and cash-type accounts to cover emergencies, non-essential 

purchases, and to hedge against rising costs over the years. 

Bottom line: Take the time to get informed and consider all of your options 

carefully before making decisions about your retirement income.  
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