Annuities Explained
Without the Jargon

A simple guide to understanding how annuities work, who they're for, and whether one
might be right for you.

What Is an Annuity?

An annuity is a contract between you and an insurance company. You give them money — either a lump sum or a series of payments —
and in return, they promise to pay you a steady income later, usually in retirement.

Think of it like this: you're buying a paycheck for your future self.

The insurance company invests your money, and when it's time, they send you regular payments — monthly, quarterly, or annually — for a
set number of years or for the rest of your life.

Why Do People Buy Them?

- They want guaranteed income in retirement — no matter how long they live.

- They've maxed out other retirement accounts (like a 401k or IRA).

- They want to grow money tax-deferred — meaning you don't pay taxes on gains until you withdraw.
- They want peace of mind that they won't outlive their savings.



Types of Annuities

1. Fixed Annuity

You get a guaranteed interest rate for a set period. Your money grows at a predictable pace, and your future payments are locked in. It's the most
conservative option — like a CD from a bank, but with tax-deferred growth.

2. Variable Annuity

Your money is invested in mutual-fund-like accounts (called sub-accounts). Your payments depend on how those investments perform. Higher
potential returns, but also higher risk — your income could go up or down.

3. Indexed Annuity
A middle ground. Your returns are tied to a stock market index (like the S&P 500), but with a floor — you won't lose money if the market drops. The
trade-off? Your gains are capped. You won't get the full market upside.

4. Immediate vs. Deterred

Immediate: You pay a lump sum and start receiving income right away (within a year).
Deferred: You pay now, but income starts later — giving your money more time to grow.
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Pros, Cons & Tips

The Good

v/ Guaranteed income you can't outlive

v/ Tax-deferred growth — no annual tax bill on gains
v' No contribution limits (unlike IRAs or 401ks)

v/ Can include a death benefit for your heirs

The Not-So-Good

X Fees can be high — especially on variable annuities

X Surrender charges if you withdraw early (often 6-8 years)

X Less liquid than a regular investment account

X Withdrawals before age 59.5 may trigger a 10% tax penalty

Plain-English Tips

1. Only consider an annuity after you've maxed out simpler retirement accounts.
2. Ask about ALL fees — management fees, rider fees, surrender charges.

3. Make sure you understand the surrender period before signing.

4. Shop around — rates and fees vary widely between companies.

5. Consider working with a fee-only financial advisor (they don't earn commissions).
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Arka Financial
Life & Legacy Advisors

Ready to protect what matters most?

Your dedicated advisor is ready to guide you through coverage,
retirement income, and legacy planning — no pressure, no jargon.

arkalegacy.com

BOOK YOUR FREE CONSULTATION

Arka Financial - Life & Legacy Advisor - Coverage subject to carrier approval. Licensed in all 50 states. Not investment or legal advice.
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