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I l l u s t r a t i o n s b y M i c h a e l A u s t i n

By Randy Myers

Annuities & RetiRement income

Lock
It In

The names and numbers may vary but the
situation is all too common. Approaching retire-
ment at age 65, John and Jill Smith realized their

monthly income from Social Security and pensions totaled
$700 less than their fixed expenses. They have savings to
fill the gap, but worry that their nest egg may not be
sufficient to cover both their fixed expenses and their
annual travel plans — especially if they are fortunate
enough to enjoy a long retirement.

Prudent investors often tackle this
problem by becoming ultra-conserva-
tive with their money. They commit to
withdrawing so little from their savings
that they have almost no chance of us-
ing it all up — say 4 percent of their ac-
count balance per year — or they sim-
ply forego travel and most other forms
of discretionary spending.

There is an alternative approach,
one that could be considered even
more fiscally conservative and yet
simultaneously more freeing. It in-
volves using some portion of your sav-
ings to purchase an annuity, which is a
special type of insurance contract that
can be used to generate a guaranteed
stream of income for life. The idea is to
use these payouts to cover your month-
ly income gap, which then frees you to
use the balance of your savings as you
like — without worry-
ing that you’ll be un-
able to afford food and
shelter down the road.

Thanks to recent
product innovations, it
is now easier than ever
to tailor such a strat-
egy to your personal
financial circumstanc-
es. Annuity issuers have
created optional fea-
tures for their prod-
ucts that can hedge
their long-term value
against financial market
declines; boost their
value if the financial markets perform
well; provide guaranteed payouts for
your beneficiaries should you die be-
fore taking advantage of them yourself;
and even provide extra income if you
ever require long-term care.

“In an ideal world, your essential
expenses in retirement should always
be covered by guaranteed sources of
lifetime income,” says Jeff Cimini, presi-
dent of Fidelity Investments Life Insur-
ance Co. “If Social Security and pensions
are insufficient, annuities are a viable
option for generating that income.”

Getting Started
The first step in executing this “lock

it in” retirement income strategy is to
identify your existing sources of guaran-
teed retirement income: Social Security
benefits, pensions, and any other in-
vestment income you are confident of
receiving, such as rent or royalty pay-
ments. From that, subtract your nondis-
cretionary living expenses. In addition
to food and utilities, such items might
include mortgage or rent payments, in-
surance premiums, vehicle expenses
and property taxes. Your financial advi-
sor can help you cover all the bases. If
your expenses exceed your income, it’s
time to consider an annuity.

There are two basic variations,
fixed and variable. With a fixed annu-
ity, you give a sum of money — the
“premium” — to an insurance
company, and in exchange
the insurer promises to
make regular payments of a specified
dollar amount to you for a specified
period of time — say, 10 or 20 years.
Or, if you prefer, you can designate that
period of time to be your lifetime, or
the lifetime of another person, such
as your spouse. This person is called
the annuitant. The insurance company
decides how to invest your premium,
then pays your benefits as long as
you or your designated annuitant are
alive — even if your account value falls
to zero.

With a variable annuity, you again
pay a premium, or perhaps a series

of premiums, to the
insurance company.
However, the dol-
lar value of the pay-
ments you receive in
exchange is not fixed.
Instead, it is deter-
mined by the per-
formance of the un-
derlying investments
you choose, typically
a mix of stock and
bond funds. As such,
your payout can vary.
However, to ensure
against catastrophe
and provide more cer-

tainty for buyers, most variable annui-
ties today are sold with so-called “liv-
ing benefits” — riders that guarantee
some minimum level of payout regard-
less of how your investments perform.

Smart Choices
Deciding which type of annuity

to buy depends in part on how close
you are to retirement. If you are at
retirement age, you may want to use a
“fixed immediate annuity” that begins
paying out right away. These typically
offer the highest guaranteed payout of
any investment product, since the in-
surance company pools your mortality
risk — your chances of dying — with
that of its other fixed annuity custom-
ers. That simply means that if you die
before you recover your entire invest-
ment, the insurer keeps the balance of
your account.

“In the last 10 years, the insurance
industry has seen more than a doubling
in sales of immediate annuity prod-
ucts,” says Kevin McGarry, director of
retirement income strategies for finan-
cial services firm Nationwide Financial,
part of Nationwide Mutual Insurance
Company. “People are gravitating to-
ward these products to ensure that they
have a guaranteed stream of income for

life to cover essential expenses.”
Can’t abide the idea of losing your

investment? You can buy an optional
rider that will continue payments to
your designated beneficiaries, although
this will cost more money. Recently,

for example, a 65-year-old Pennsylva-
nia man who wanted to buy a fixed
immediate annuity paying out $700 a
month for life would have spent about

“ In the last 10 years,

the insurance industry

has seen more than

a doubling in sales

of immediate annuity

products.”

Continued on next page

Using Annuities to
Cover Basic Living
Expenses for Life

— Kevin McGarry
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Be more confident about your retirement. Talk with an Annuity Specialist

today, or use our online Annuity Cost Comparison Quick Check Calculator.

Talk with an Annuity Specialist today.

866.616.0063 | Fidelity.com/fpra

Talk with an Annuity Specialist today.

*Fidelity Personal Retirement Annuity’s annual annuity charge of 0.25% is the lowest annual annuity charge
out of the top 250 selling non-group, open variable annuity contracts, according to sales data reported
to Morningstar as of 6/30/2010. The annual annuity charge refers to the effective annual rate at which
ongoing charges are assessed by the issuing insurance company against each contract’s assets; it does not
include the applicable underlying fund fees.

1 Fidelity Personal Retirement Annuity® (Policy Form No. DVA-2005, et al.) and, for New York residents, Personal
Retirement Annuity (Policy Form No. EDVA-2005, et al.). Fidelity Brokerage Services, Member NYSE, SIPC,
and Fidelity Insurance Agency, Inc., are the distributors.

2 Morningstar ratings are based on a fund’s risk-adjusted returns. Past performance is no guarantee of future results.

Withdrawals of taxable amounts from an annuity are subject to ordinary income tax, and, if
taken before age 59!, may be subject to a 10% IRS penalty.
The tax information contained herein is general in nature, is provided for informational purposes only, and should
not be construed as legal or tax advice. Fidelity does not provide legal or tax advice. Always consult an attorney
or tax professional regarding your specific legal or tax situation.
Fidelity Annuity Specialists are licensed insurance agents.

Annuities are subject to investment risk. Your principal value may decline.
Fidelity insurance products are issued by Fidelity Investments Life Insurance Company (FILI)
and, in New York, by Empire Fidelity Investments Life Insurance Company,® New York, N.Y.
FILI is licensed in all states except New York. The contract’s financial guarantees are solely
the responsibility of the issuing insurance company.
Before investing, consider the investment objectives, risks, charges and expenses of the
annuity and its investment options. Call Fidelity or visit Fidelity.com for a free prospectus
and, if available, summary prospectus containing this information. Read it carefully.
© 2010 FMR LLC. All rights reserved. 560468.1.0

The low-cost, tax-deferred variable annuity—at Fidelity

The Fidelity Personal Retirement Annuity®1

< The lowest annual annuity costs* among the top 250 selling

Variable Annuity Contracts

< No surrender period or fees

< No complex options or riders

< No guaranteed minimum death benefit

< Includes many funds rated highly by Morningstar2

Save more, tax-deferred,
for retirement.

With the low-cost leader.
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Variable annuities are subject to market fluctuation, investment risk, and possible loss of principal. Variable annuities contain investment and insurance components. They have fees and charges, including mortality and expense,
administrative, and advisory fees. Optional features available for an additional charge. i4LIFE is a rider, available for an additional charge, through variable annuities issued on contract form #30070B and state variations by The
Lincoln National Life Insurance Company, Fort Wayne, IN, and in New York, Lincoln Life & Annuity Company of New York, Syracuse, NY. Variable products distributed by broker/dealer-affiliate Lincoln Financial Distributors,
Inc., Radnor, PA.

Variable products are sold by prospectus. Consider the investment objectives, risks, charges, and expenses of the variable product and its underlying investment options carefully
before investing. The prospectus contains this and other information about the variable product and its underlying investment options. A prospectus is available by calling
877 534-4636. Read it carefully before investing.
Lincoln Financial Group is the marketing name for Lincoln National Corporation and insurance company affiliates. Securities and investment advisory services offered through other affiliates. ©2010 Lincoln National Corporation.
LCN201007-2044425
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$112,000 for it, according to the web-
site ImmediateAnnuities.com. If he
wanted payouts to continue to his
beneficiaries for the first 20 years of
the policy, assuming he died sooner, it
would have cost him another $9,500.

If you’re not at retirement age yet,
you could choose a “fixed deferred an-
nuity” that lets you begin withdrawals
at some specified date in the future:
five, 10, maybe 15 years out. Or you
could choose a variable annuity, letting
your account value grow until it’s time
to begin withdrawals. In either case, a
financial planner can help you fore-
cast your expenses in retirement, and
the minimum you can expect to earn
from your annuity.

In some cases, a variable annuity
may be a better choice than a fixed
annuity even if you are already at re-
tirement age. That’s because once
regular payouts begin from a fixed an-
nuity — once you’ve “annuitized” the
contract — you can no longer make
lump sum withdrawals from your
underlying account. “A lot of Ameri-
cans don’t have the luxury of hav-
ing money that can be used solely
to fill a gap in their monthly house-
hold income budget,” explains Jac
Herschler, head of business strategy for
Prudential Annuities, part of Prudential
Insurance Company of America.
“Their savings must do double duty:
fill the gap in their monthly budget,
but also be available for unforeseen
major expenses.”

A variable annuity with a living
benefit feature can fulfill that dual
role, promising that you can with-
draw a specified amount from your
account balance each year for as long
as you or your spouse live, no mat-
ter how your underlying investments
perform during your retirement, and
still access your remaining account
balance in case of emergencies. You
can do this because you don’t have
to formally annuitize the contract to
take advantage of the living benefit

feature. “While your future guaran-
teed income amount may be reduced,
if you make a withdrawal exceeding
your annual withdrawal amount, this
type of flexibility is still important for
most Americans, “ Herschler says. “It
assures them that if they need money
for a new roof or some other big ex-
pense, they have access to it.”

Finally, you may find a mix of
fixed and variable annuities the op-
timal recipe for locking in retirement
income. You could, for example, buy
a “period certain” fixed immediate
annuity to cover the gap between
your monthly income and expenses
for some fixed period of time — say
10 years. Meanwhile, you invest the
balance in a variable annuity. During
the first 10 years, the money in the
variable annuity remains available
for emergency expenses. Once 10
years is up, you can begin withdraw-
ing money from the variable annuity,
or cash it out and buy another fixed
immediate annuity.

Consider Inflation
Daniel Herr, assistant vice president

for product research and development
in the retirement solutions group at The
Lincoln National Life Insurance Co.,
says investors crafting a retirement in-
come strategy sometimes forget about
the potentially damaging impact that in-
flation can have on their plans. A simple
way to address that with a fixed annu-
ity, he notes, is to purchase an optional
cost-of-living rider that will boost your
annual payout in line with changes in
the Consumer Price Index or some other
common inflation measure. Investors in
variable annuities enjoy some measure
of inflation protection automatically, he
adds, since their underlying investment
portfolios have a chance to outperform
inflation over time.

“Having a predictable stream
of income is core to your retirement
planning, but having the potential
for your income to grow as a hedge
against inflation is equally important,”
Herr says.

In addition to accounting for

inflation, it’s important for anyone
considering annuities as part of their
retirement income strategy to seek out
counsel from a financial advisor who
understands and appreciates their nu-
ances. Terms, conditions and prices
for annuities can vary greatly from
one provider to another and from one
type of product to another — just as
one person’s financial circumstances
can be quite different from another’s.

“There are many factors to con-
sider — your marital status, your fi-
nancial resources, the terms of any
pension plans you may have and the

way you structure your Social Security
benefits, just to name a few,” Fidel-
ity’s Cimini notes. “We feel strongly
that people should talk to a financial
advisor and do a full financial plan
before considering the purchase of an
annuity to cover their living expenses.
If an annuity is the appropriate solu-
tion, this will help them choose the
right one for their circumstances.”

Randy Myers is a freelance writer whose
work has appeared in Barron’s, CFO,
Corporate Board Member and other
prominent business publications.
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The spouse’s
benefiT is

reduced by 4.

1937 or earlier 65 36 $800 20.00% $375 25.00%

1938 65 and 2 months 38 $791 20.83% $370 25.83%

1939 65 and 4 months 40 $783 21.67% $366 26.67%

1940 65 and 6 months 42 $775 22.50% $362 27.50%

1941 65 and 8 months 44 $766 23.33% $358 28.33%

1942 65 and 10 months 46 $758 24.17% $354 29.17%

1943-1954 66 48 $750 25.00% $350 30.00%

1955 66 and 2 months 50 $741 25.83% $345 30.83%

1956 66 and 4 months 52 $733 26.67% $341 31.67%

1957 66 and 6 months 54 $725 27.50% $337 32.50%

1958 66 and 8 months 56 $716 28.33% $333 33.33%

1959 66 and 10 months 58 $708 29.17% $329 34.17%

1960 and later 67 60 $700 30.00% $325 35.00%

year of birTh 1. full (normal)
reTiremenT age

monThs
beTween age
62 and full

reTiremenT age

a $1,000
reTiremenT

benefiT would
be reduced To

The
reTiremenT
benefiT is

reduced by 3.

a $500
spouse’s

benefiT would
be reduced To

aT age 62 2.

if you reTire early: social securiTy reTiremenT benefiTs by year of birTh
No matter what your full retirement age (also called “normal retirement age”) is, you may start
receiving benefits as early as age 62 or as late as age 70. However, if you start benefits early, your
benefits are reduced a fraction of a percent for each month before your full retirement age.

1. If you were born on January 1st, you should refer to the previous year.
2. If you were born on the 1st of the month, we figure the benefit as if your birthday was in the previous month. You

must be at least 62 for the entire month to receive benefits.
3. Percentages are approximate due to rounding.
4. The maximum benefit for the spouse is 50% of the benefit the worker would receive at full retirement age. The %

reduction for the spouse should be applied after the automatic 50% reduction. Percentages are approximate due to
rounding.

Source: SocialSecurity.gov

To read this section online, go to: wsj.com/annuities
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An annuity is a long-term, tax-deferred investment designed for retirement that will fluctuate in value. It allows you to create a fixed or variable stream of income through a process
called annuitization and also provides a variable rate of return based on the performance of the underlying investments. But, as with most things in life, an annuity does have
limitations. If you decide to take your money out early, you may face fees called surrender charges. Plus, if you’re not yet 591/2, you may also have to pay an additional 10% tax penalty
on top of ordinary income taxes. A death benefit is available with most variable annuities, and naturally, if you do take an early withdrawal, your death benefit and the cash value of
the annuity contract will be reduced. An annuity is a contract between you and an insurance company. Variable annuities have fees and charges that include mortality and expense,
administrative fees, contract fees and the expense of the underlying investment options. L.inc cost is 1%; max cost is 1.20%. In New York, the benefits and cost may vary. Spousal
continuation is an additional cost. The cost of an option may exceed the benefit paid under the option. You should also know that an annuity contains guarantees and protections
that are subject to the issuing insurance company’s ability to pay for them. But these guarantees don’t apply to any variable accounts that are subject to investment risk, including
possible loss of your principal.
Variable products are sold by prospectus. Both the product prospectus and underlying fund prospectuses can be obtained from your investment
professional or by writing to Nationwide Life Insurance Company, P.O. Box 182021, Columbus, OH 43218-2021. Before investing, carefully
consider the fund’s investment objectives, risks, charges and expenses. The product prospectus and underlying fund prospectus contain this
and other important information. Read the prospectuses carefully before investing.
Not a deposit. Not FDIC or NCUSIF insured. Not guaranteed by the institution. Not insured by any federal government agency. May lose value. Nationwide variable annuities are issued
by Nationwide Life Insurance Company, Columbus, Ohio. The general distributor is Nationwide Investment Services Corporation, member FINRA. In MI only: Nationwide Investment
Svcs. Corporation. Nationwide, Nationwide Financial, the Nationwide framemark, The Nationwide Lifetime Income Rider and On Your Side are service marks of Natiowide Mutual
Insurance Company. © 2010 Nationwide Financial Services, Inc. All rights reserved. VAV-0120AO.3 (10/10)

RETIREMENT INCOME.
GUARANTEED.

Reliable income in retirement can be hard to come by. That’s why you need
a solution backed with guarantees. The Nationwide Lifetime Income Rider®,
available with certain Nationwide® variable annuities, o!ers just that.

It’s built to deliver the retirement income you need by o!ering 10% guaranteed
growth on your income benefit base. That value, which is not cash you can
access, is used to calculate your future income.

No other company can guarantee growth like that.

Visit nationwide.com/linc
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Social Security Made Simpler
Even for the savviest among us,

understanding one’s Social
Security benefits to calculate

how much we may need for a comfort-
able retirement is complicated. With the
75-year-old social insurance program
now facing possible changes, the prob-
lem becomes even more challenging.

Although Congressional leaders
mulling these modifications are not
about to inflict financial chaos on the
country’s near-retirees, the galloping
federal deficit will likely spur higher
Social Security tax rates; a higher age
at which one can begin receiving bene-
fits; and/or leaner dollar amounts come
eligibility time. The last time Congress
altered the program, in 1983, the major
changes affected people in their early
20s. (Sorry kids, but the good news is
there’s still plenty of time to build your
nest eggs.)

For now, here are some answers to
some of the most basic questions about
Social Security retirement income that
can help to ensure the maximum ben-
efits come retirement age:

Calculating Benefits
This is actually easier than it may

seem, thanks to the intersection of math
and the Internet. The government’s
Social Security Administration website
comes with an online retirement esti-
mator that provides real-time access to
your earnings record and anticipated es-
timated benefits. You simply enter your
name, Social Security number, date and
place of birth, and mother’s maiden
name, and presto! We’ve italicized es-
timated because the government does,
noting that one’s earnings are constant-
ly changing and actual future benefits
will be adjusted for inflation.

Best Date to Retire
Now this question is tougher to an-

swer since everyone’s financial circum-
stances are different. Ditto their desired

standard of living. Thus, the decision is
personal. Yet, there are nuances to con-
sider in making this determination.

Social Security monthly benefits
differ based on when you elect to re-
ceive them. Choosing to receive month-
ly benefits starting at 62, 65 or 70 years
of age will alter the monthly payment,
but the total lifetime benefits over the
course of your expected lifespan will be
roughly the same.

To make an informed assessment
of when to collect Social Security, you
need to gauge your “full retirement
age.” For decades this was 65, an age
that many people erroneously think
still applies. In 1983, however, Congress
amended the full retirement age, raising
it for people born in 1938 or later. For
those born between 1943 and 1954, the
full retirement age is 66. People born
after 1960 have a full retirement age of
67. Congress is reviewing additional al-
terations, and may very well pursue a
similar scaling methodology hinged to
one’s birth year.

So, say your full retirement age is
66 and your monthly benefits based
on your work record are calculated at
$1,000. If you choose to take Social
Security at 62, to account for the lon-
ger time period in which you’ll receive
benefits, you can expect a check each
month for $750. On the other hand, if
you wait until you’re 70 years old, your
monthly take is $1,320.

Of course, no one knows how long
they will live, but we do know that
about one out of every four 65-year-
olds will live past the age of 90, and
one out of ten past 95. If you’re healthy,
love your job and it provides a tidy in-

come to boot, retiring at 62 simply to
collect early what is rightfully yours
from Uncle Sam makes little sense.

A financial advisor can assess your
future retirement needs, based on per-
sonal lifestyle desires and economic
factors like inflation, and then compare
this to the anticipated income from your
pension and other assets. In this way,
one can make a more informed choice
about receiving Social Security benefits
earlier or later.

Factors Affecting Benefits
Social Security benefits may seem

black and white, but there are gray
shades to consider. For example, you
can continue working beyond the full
retirement age — earn as much as
you want — and still receive monthly
benefits. But, if you are younger than
the full retirement age and take Social
Security and your earnings exceed a
certain dollar threshold, a portion of the
benefit will be withheld each month.
On the bright side, the amount that is
held back is essentially returned to you
in the form of higher monthly benefits
once you do reach full retirement age.

There are other potential down-
sides, however. If you take Social
Security before full retirement age and
die before your spouse, it produces
a different outcome for the surviving
partner. While your spouse may be eli-
gible for survivor benefits, particularly
if you earned more than he or she did
over the course of your lifetime, Social
Security will not pay the survivor the
full benefit. If you do wait until full
retirement age to collect benefits, So-
cial Security generally will provide the

surviving spouse the same monthly
benefits you would have received had
you lived.

Time to Apply for Medicare
With health care costs constantly

rising, government-provided Medicare
benefits are one of the best ways to con-
serve retirement income. But just be-
cause you’ve decided to postpone Social
Security doesn’t mean you should simi-
larly defer Medicare benefits. Regardless
of when you reach full retirement age,
you must sign up for Medicare three
months prior to reaching the age of 65.
Why? Because if you wait, the medical
insurance and prescription drug cover-
ages could be delayed, and you could
even be charged higher premiums by
the government for the benefits.

Final Considerations
Social Security and Medicare ben-

efits are part of the government’s social
safety net. Both are designed to aug-
ment retirement nest eggs — not replace
them. Other valuable contributors to fu-
ture retirement needs are one’s savings,
and company-provided pensions and
401(k) plans. Funds from the latter can
be withdrawn at 59 1/2 years; the Inter-
nal Revenue Service will impose a 10
percent penalty on amounts extracted
prior to that age. Similarly, people who
have an Individual Retirement Account
are subject to the same tax fines for
withdrawals made prior to 59 1/2 years,
but they can make further contributions
to the IRA until 70 1/2 years of age. They
also may owe an excise tax if they do
not begin to withdraw by April 1 of the
year after they reach the same age.

Financial advisors recommend
withdrawing funds in increments
from retirement income sources,
rather than risk depleting invest-
ments before your time has come —
which, we all hope, is a long way off.

By Russ Banham

Russ Banham is a veteran financial journalist and
author. His newest book is The Fight for Fairfax.

To make an informed assessment of when to collect

Social Security, you need to

gauge your full retirement age.

CM Y K Composite

CompositeMAGENTA CYAN BLACK

P2JW314035-0-D00700-1--------XA 11/10/2010 CL,CX,DL,DM,DX,EE,FL,HO,KC,MW,NC,NE,NY,PH,PN,RM,SA,SC,SL,SW,TU,WB,WE
BG,BM,BP,CH,CK,CP,CT,DA,DE,DN,DR,DS,FW,HL,HW,KS,LA,LD,LG,LK,MI,NA,NM,OR,PA,PI,RI,RO,SB,SH,TD,TS,UT,WO

P2JW314035-0-D00700-1--------XA



YELLOW

D8 Wednesday, November 10, 2010 THE WALL STREET JOURNAL.

Special Advertising Section

A!!"#$#es
S$%a$eg#es
#! Es$a$e
P&a!!#!g

As traditional pension
plans continue to disappear,
annuities are becoming a
popular tool for converting re-
tirement savings into a guar-
anteed stream of income for
life. But annuities can play a
role in a wide variety of es-
tate planning strategies, too.
Here are but two examples
you may want to explore with
your financial advisor:

MArry A VAriAblE
Annuity with
A roth irA

Financially secure
families often look for tax-
efficient ways to pass assets
on to future generations.
With 2010 a popular year for
converting traditional IRAs
to Roth IRAs, here’s a new
twist on the concept. Use the
money that’s shifted into the
Roth IRA to buy a variable
annuity. Choose one with liv-
ing benefits that can guaran-
tee lifetime income. With the
annuity housed in the Roth
IRA, withdrawals will come
out tax-free, notes Jill Perlin,
vice president of client
effectiveness and educa-
tion for Prudential Financial.
If the annuity also offers a
death benefit, any value
remaining in the account
at the owner’s death can be
passed income-tax-free to the
next generation, too.

thE “PriVAtE
FAMily PEnSion”

Here’s another way
to pass assets on to future
generations without giving
up control of your assets and
any income they may gener-
ate while you are alive. The
idea, explains Michael
Harris, vice president,
advanced sales for Lincoln
Financial Group, is to use
a variably annuity with liv-
ing benefits to create what
amounts to an inheritable
private family pension. To
make it work, the buyer
names their child as the
beneficiary of the annuity,
but their grandchild as the
annuitant — the person
whose life expectancy is used
to calculate annuity payouts.
While the buyer is alive, he
or she enjoys the income and
tax efficiencies of the annuity.
After the buyer’s death, those
benefits pass to the child
and then, after that person’s
death, to the grandchild.
Throughout the life of the an-
nuity, earnings in the account
grow on a tax-deferred basis,
as long as the annuity that is
being annuitized maintains
an account value.
For more examples go
to wsj.com/annuities

b"#&d#!g a ladde% $' F#!a!(#a& Se("%#$)
The situation: You want to use cash in

your retirement savings to buy a fixed annu-
ity. Your worry: interest rates are low right
now. Fair enough: when interest rates fall,
so do crediting rates on newly purchased
annuities — though not in lockstep, since
other factors impact crediting rates, too.

Still, if you are really unhappy, you can
minimize the impact of a low interest rate en-
vironment by purchasing not one but several
annuities with different time horizons, effec-
tively creating a “laddered” annuity portfolio.
There are a number of ways to do it, explains
Kris Kattmann, vice president and fixed an-
nuity product line manager for Lincoln Finan-
cial Group, depending on your needs. Here
are two examples:

DElAyED GrAtiFicAtion
Let’s say you are 62, have $500,000

in savings, and don’t need any annuity

income for five years. Divide your money into
five buckets and invest the first in a fixed de-
ferred annuity with a five-year surrender pe-
riod, meaning generally you can’t withdraw
more than 10 percent per year without pen-
alty for five years. Simultaneously, invest the
second $100,000 in a fixed deferred annuity
with a six-year surrender period; the third in
one with a seven-year surrender period; the
fourth in one with an eight-year surrender
period; and the fifth in one with a 10-year
surrender period. The exact surrender periods
aren’t important; different issuers will offer
different choices. What is important is that
the issuer will offer you successively higher
crediting rates on the annuities with longer
surrender charge periods.

Now, when the first annuity passes the
five-year surrender charge period, begin with-
drawals from it, or, if rates have improved,
cash out and buy a new fixed annuity that

starts payouts immediately. As the other
annuities reach the end of their surrender
charge periods, do the same. You will have
exposed yourself to varying interest rates on
each rung of your annuity ladder, and gained
the flexibility to profit from potentially higher
rate environments in the future.

i nEED MonEy now
Now let’s assume you are 62 with the

same $500,000, but need income imme-
diately. Rather than invest the full amount
at today’s rates, put just $100,000 into a
“five-year certain” fixed immediate annuity.
Now your monthly payouts will last only five
years, but that means you haven’t locked in
all of your money at today’s low interest rates
and the payments will be much higher than
they would have been with a lifetime payout
schedule. Meanwhile, put another $100,000
into a fixed deferred annuity with a five-year

surrender period, and another $100,000
into a fixed deferred annuity with a 10-year
surrender period. Finally, invest $200,000 in
a variable annuity whose value can grow on a
tax-deferred basis until you begin withdraw-
als at some point in the future.

You’re all set. Your five-year certain an-
nuity throws off income for five years, at
which point you cash out the first deferred
annuity and buy another five-year certain an-
nuity to start a new stream of income. Five
years later, you cash out the second deferred
annuity and buy yet another five-year certain
annuity. Finally, when it expires, you begin
withdrawals from the variable annuity — or
cash it out and buy one last fixed immediate
annuity. Once again, you’ve gained the flex-
ibility to profit from potentially higher interest
rate environments in the future.

— R.M.

Are you in or near The Retirement Red Zone®? During these critical years before and after you retire,
nothing’s more important than making sure your savings lasts a lifetime.

Watch Prudential’s short informative video to learn about annuity strategies that can provide
guaranteed retirement income as a monthly check for as long as you live. Retirement income
that’s fully protected—no matter what the market does.

TALK to your financial professional.
VISIT RetirementRedZone.com/protect9 to watch this must-see video today.

Watch the video at RetirementRedZone.com/protect9

Guarantees, including optional benefits, are backed by the claims-paying ability of the issuing company.

Before investing, consider the investment objectives, risks, charges and expenses of the annuity and its investment
options. Ask your financial professional for a free prospectus containing this information. Read it carefully.

“I saw the video online.
You’ll get guaranteed income.
For life.”

“Guaranteed.
I like the sound
of that.”

Variable annuities are suitable for long-term investing. Annuity contracts contain exclusions, limitations, reductions of benefits and
terms for keeping them in force. Annuities are subject to investment risk. Your principal value may decline.
All guarantees, including optional benefits, are backed by the claims-paying ability of the issuing company and do not apply to the
underlying investment options. Guarantees do not apply to the safety or investment performance of the underlying subaccounts in
the variable annuity.
Variable annuities offered by Prudential Financial companies are available at a total annual insurance cost of 0.55% to 1.85%, with
an additional fee related to the professionally managed investment options.
Variable annuities are issued by Pruco Life Insurance Company (in New York, by Pruco Life Insurance Company of New Jersey), Newark,
NJ and distributed by Prudential Annuities Distributors, Inc., Shelton, CT. All are Prudential Financial companies and each is solely responsible for its own financial condition
and contractual obligations. Prudential Annuities is a business of Prudential Financial, Inc.
Prudential Annuities, Prudential, the Prudential logo and the Rock symbol and The Retirement Red Zone are service marks of Prudential Financial, Inc. and its related entities.
©2010 The Prudential Insurance Company of America.
0189708-00001-00

ANNUITIES:
NOT A DEPOSIT
NOT FDIC INSURED
NOT INSURED BY ANY FEDERAL
GOVERNMENT AGENCY
NOT BANK OR CREDIT
UNION GUARANTEED
MAY LOSE VALUE
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You’reYou’reYou’reYou’re Not Done YetYetYetYet
WWWWhen Jim Prieb retired from his job as a sales manager for Illinois Tool Works in 2003, his investment portfolio was heavilyhen Jim Prieb retired from his job as a sales manager for Illinois Tool Works in 2003, his investment portfolio was heavilyhen Jim Prieb retired from his job as a sales manager for Illinois Tool Works in 2003, his investment portfolio was heavilyhen Jim Prieb retired from his job as a sales manager for Illinois Tool Works in 2003, his investment portfolio was heavily

skewed toward stocks. It performed admirably for the next four years as the stock market rocketed skyward, but then hisskewed toward stocks. It performed admirably for the next four years as the stock market rocketed skyward, but then hisskewed toward stocks. It performed admirably for the next four years as the stock market rocketed skyward, but then hisskewed toward stocks. It performed admirably for the next four years as the stock market rocketed skyward, but then his
financial advisor, Joshua Kadish of Retirement Planning Group Inc. in Riverwoods, Ill., began urging caution. The stock mar-financial advisor, Joshua Kadish of Retirement Planning Group Inc. in Riverwoods, Ill., began urging caution. The stock mar-financial advisor, Joshua Kadish of Retirement Planning Group Inc. in Riverwoods, Ill., began urging caution. The stock mar-financial advisor, Joshua Kadish of Retirement Planning Group Inc. in Riverwoods, Ill., began urging caution. The stock mar-

ket was on a tear, Kadish reasoned, that simply couldn’t be sustained.ket was on a tear, Kadish reasoned, that simply couldn’t be sustained.ket was on a tear, Kadish reasoned, that simply couldn’t be sustained.ket was on a tear, Kadish reasoned, that simply couldn’t be sustained.

Prieb, now 66, took Kadish’s advice, sub-Prieb, now 66, took Kadish’s advice, sub-Prieb, now 66, took Kadish’s advice, sub-Prieb, now 66, took Kadish’s advice, sub-
stituting bond funds for some of his morestituting bond funds for some of his morestituting bond funds for some of his morestituting bond funds for some of his more
aggressive stock funds. He also invested ad-aggressive stock funds. He also invested ad-aggressive stock funds. He also invested ad-aggressive stock funds. He also invested ad-
ditional money in annuities — insuranceditional money in annuities — insuranceditional money in annuities — insuranceditional money in annuities — insurance
products that could protect his principalproducts that could protect his principalproducts that could protect his principalproducts that could protect his principal
while throwing off a guaranteed stream ofwhile throwing off a guaranteed stream ofwhile throwing off a guaranteed stream ofwhile throwing off a guaranteed stream of
income. Call it fortuitous timing; the stockincome. Call it fortuitous timing; the stockincome. Call it fortuitous timing; the stockincome. Call it fortuitous timing; the stock
market took a u-turn in October 2007, andmarket took a u-turn in October 2007, andmarket took a u-turn in October 2007, andmarket took a u-turn in October 2007, and
over the ensuing year and a half lost moreover the ensuing year and a half lost moreover the ensuing year and a half lost moreover the ensuing year and a half lost more
than 50 percent of its value.than 50 percent of its value.than 50 percent of its value.than 50 percent of its value.

“Joshua really spread things out,”“Joshua really spread things out,”“Joshua really spread things out,”“Joshua really spread things out,”
says Prieb, who with his wife,says Prieb, who with his wife,says Prieb, who with his wife,says Prieb, who with his wife,
Patti, 63, resides near Charlotte,Patti, 63, resides near Charlotte,Patti, 63, resides near Charlotte,Patti, 63, resides near Charlotte,
N.C. “Consequently, our retire-N.C. “Consequently, our retire-N.C. “Consequently, our retire-N.C. “Consequently, our retire-
ment has been fairly smooth, evenment has been fairly smooth, evenment has been fairly smooth, evenment has been fairly smooth, even
during the downturn.”during the downturn.”during the downturn.”during the downturn.”

Many retirees weren’t so fortu-Many retirees weren’t so fortu-Many retirees weren’t so fortu-Many retirees weren’t so fortu-
nate, of course. When the marketsnate, of course. When the marketsnate, of course. When the marketsnate, of course. When the markets
finally stabilized, many were left withfinally stabilized, many were left withfinally stabilized, many were left withfinally stabilized, many were left with
decimated investment portfolios generat-decimated investment portfolios generat-decimated investment portfolios generat-decimated investment portfolios generat-
ing just a fraction of the income they had beening just a fraction of the income they had beening just a fraction of the income they had beening just a fraction of the income they had been
producing. Some struggled to pay their bills.producing. Some struggled to pay their bills.producing. Some struggled to pay their bills.producing. Some struggled to pay their bills.

Years of planning for retirement can makeYears of planning for retirement can makeYears of planning for retirement can makeYears of planning for retirement can make
getting there feel like crossing a metaphoricalgetting there feel like crossing a metaphoricalgetting there feel like crossing a metaphoricalgetting there feel like crossing a metaphorical
finish line. But as the recent financial crisis re-finish line. But as the recent financial crisis re-finish line. But as the recent financial crisis re-finish line. But as the recent financial crisis re-
vealed, the race isn’t necessarily won at thatvealed, the race isn’t necessarily won at thatvealed, the race isn’t necessarily won at thatvealed, the race isn’t necessarily won at that
point. Without continued monitoring and fine-point. Without continued monitoring and fine-point. Without continued monitoring and fine-point. Without continued monitoring and fine-
tuning, the financial plan that led you to retire-tuning, the financial plan that led you to retire-tuning, the financial plan that led you to retire-tuning, the financial plan that led you to retire-
ment may not protect you once you get there.ment may not protect you once you get there.ment may not protect you once you get there.ment may not protect you once you get there.

“All sorts of things can happen after you“All sorts of things can happen after you“All sorts of things can happen after you“All sorts of things can happen after you
stop working that can require you to changestop working that can require you to changestop working that can require you to changestop working that can require you to change
your plan,” says Kevin McGarry, director ofyour plan,” says Kevin McGarry, director ofyour plan,” says Kevin McGarry, director ofyour plan,” says Kevin McGarry, director of
retirement income strategies for financial ser-retirement income strategies for financial ser-retirement income strategies for financial ser-retirement income strategies for financial ser-
vices firm Nationwide Financial, part of Na-vices firm Nationwide Financial, part of Na-vices firm Nationwide Financial, part of Na-vices firm Nationwide Financial, part of Na-
tionwide Mutual Insurance Company. “Fortionwide Mutual Insurance Company. “Fortionwide Mutual Insurance Company. “Fortionwide Mutual Insurance Company. “For
anyone who is happily retired, contin-anyone who is happily retired, contin-anyone who is happily retired, contin-anyone who is happily retired, contin-
ued financial planning is critical to re-ued financial planning is critical to re-ued financial planning is critical to re-ued financial planning is critical to re-
maining happily retired.”maining happily retired.”maining happily retired.”maining happily retired.”

Improving longevity is one reasonImproving longevity is one reasonImproving longevity is one reasonImproving longevity is one reason
that planning remains so importantthat planning remains so importantthat planning remains so importantthat planning remains so important
in retirement. According to the U.S.in retirement. According to the U.S.in retirement. According to the U.S.in retirement. According to the U.S.
Census Bureau, the average Ameri-Census Bureau, the average Ameri-Census Bureau, the average Ameri-Census Bureau, the average Ameri-
can retires at about 62 years of age,can retires at about 62 years of age,can retires at about 62 years of age,can retires at about 62 years of age,
yet increasing numbers are living into theiryet increasing numbers are living into theiryet increasing numbers are living into theiryet increasing numbers are living into their
80s and 90s. If both partners in a married cou-80s and 90s. If both partners in a married cou-80s and 90s. If both partners in a married cou-80s and 90s. If both partners in a married cou-
ple are 65 today, McGarry notes, there is aple are 65 today, McGarry notes, there is aple are 65 today, McGarry notes, there is aple are 65 today, McGarry notes, there is a
50 percent chance that one partner will50 percent chance that one partner will50 percent chance that one partner will50 percent chance that one partner will
live to 92, and a 25 percent chance thatlive to 92, and a 25 percent chance thatlive to 92, and a 25 percent chance thatlive to 92, and a 25 percent chance that
one will live to 97.one will live to 97.one will live to 97.one will live to 97.

“When people plan to get from“When people plan to get from“When people plan to get from“When people plan to get from
‘here’ to ‘there,’ ‘there’ is normally‘here’ to ‘there,’ ‘there’ is normally‘here’ to ‘there,’ ‘there’ is normally‘here’ to ‘there,’ ‘there’ is normally
the end of life,” Kadish observes.the end of life,” Kadish observes.the end of life,” Kadish observes.the end of life,” Kadish observes.
“The early days of retirement may be“The early days of retirement may be“The early days of retirement may be“The early days of retirement may be
only two-thirds of the way to theironly two-thirds of the way to theironly two-thirds of the way to theironly two-thirds of the way to their
destination.”destination.”destination.”destination.”

Change HappensChange HappensChange HappensChange Happens
A lot can happen over the final thirdA lot can happen over the final thirdA lot can happen over the final thirdA lot can happen over the final third

of that life journey, says Jac Herschler,of that life journey, says Jac Herschler,of that life journey, says Jac Herschler,of that life journey, says Jac Herschler,
head of business strategy for Prudentialhead of business strategy for Prudentialhead of business strategy for Prudentialhead of business strategy for Prudential
Annuities, part of Prudential FinancialAnnuities, part of Prudential FinancialAnnuities, part of Prudential FinancialAnnuities, part of Prudential Financial
Inc., including external events suchInc., including external events suchInc., including external events suchInc., including external events such
as the recent financial market melt-as the recent financial market melt-as the recent financial market melt-as the recent financial market melt-
down and the ensuing recession,down and the ensuing recession,down and the ensuing recession,down and the ensuing recession,
significant changes in tax policy,significant changes in tax policy,significant changes in tax policy,significant changes in tax policy,
and prolonged periods of lowand prolonged periods of lowand prolonged periods of lowand prolonged periods of low
interest rates. Closer to home,interest rates. Closer to home,interest rates. Closer to home,interest rates. Closer to home,
investors might see their plansinvestors might see their plansinvestors might see their plansinvestors might see their plans
upended by unforeseen medicalupended by unforeseen medicalupended by unforeseen medicalupended by unforeseen medical
expenses, an unexpected deathexpenses, an unexpected deathexpenses, an unexpected deathexpenses, an unexpected death
or divorce, having to help adultor divorce, having to help adultor divorce, having to help adultor divorce, having to help adult
children with their own financialchildren with their own financialchildren with their own financialchildren with their own financial
troubles or having to care for antroubles or having to care for antroubles or having to care for antroubles or having to care for an
aging parent.aging parent.aging parent.aging parent.

Or they might buy or sell a home.Or they might buy or sell a home.Or they might buy or sell a home.Or they might buy or sell a home.
When electrical engineer Phil Patton,When electrical engineer Phil Patton,When electrical engineer Phil Patton,When electrical engineer Phil Patton,
68, retired from San Diego Gas & Elec-68, retired from San Diego Gas & Elec-68, retired from San Diego Gas & Elec-68, retired from San Diego Gas & Elec-
tric Co. last December, his investmenttric Co. last December, his investmenttric Co. last December, his investmenttric Co. last December, his investment
portfolio was relatively straightfor-portfolio was relatively straightfor-portfolio was relatively straightfor-portfolio was relatively straightfor-
ward. Nearly a third of the money heward. Nearly a third of the money heward. Nearly a third of the money heward. Nearly a third of the money he
and his wife Sally, 66, had accumu-and his wife Sally, 66, had accumu-and his wife Sally, 66, had accumu-and his wife Sally, 66, had accumu-
lated was allocated to cash. The restlated was allocated to cash. The restlated was allocated to cash. The restlated was allocated to cash. The rest
was split approximately 60-40 betweenwas split approximately 60-40 betweenwas split approximately 60-40 betweenwas split approximately 60-40 between
stocks and bonds. But shortly after Pat-stocks and bonds. But shortly after Pat-stocks and bonds. But shortly after Pat-stocks and bonds. But shortly after Pat-
ton retired, the couple used a chunkton retired, the couple used a chunkton retired, the couple used a chunkton retired, the couple used a chunk
of their cash to buy a condominium inof their cash to buy a condominium inof their cash to buy a condominium inof their cash to buy a condominium in
their hometown of San Diego. It’s antheir hometown of San Diego. It’s antheir hometown of San Diego. It’s antheir hometown of San Diego. It’s an
investment property for now, Pattoninvestment property for now, Pattoninvestment property for now, Pattoninvestment property for now, Patton
says, but some day could become theirsays, but some day could become theirsays, but some day could become theirsays, but some day could become their
primary residence.primary residence.primary residence.primary residence.

In the meantime, the new real es-In the meantime, the new real es-In the meantime, the new real es-In the meantime, the new real es-
tate investment has necessitated sometate investment has necessitated sometate investment has necessitated sometate investment has necessitated some
changes in the Patton’s financial port-changes in the Patton’s financial port-changes in the Patton’s financial port-changes in the Patton’s financial port-
folio. Acting on the advice of Certifiedfolio. Acting on the advice of Certifiedfolio. Acting on the advice of Certifiedfolio. Acting on the advice of Certified
Financial Planner David ZuckermanFinancial Planner David ZuckermanFinancial Planner David ZuckermanFinancial Planner David Zuckerman
of Zuckerman Capital Managementof Zuckerman Capital Managementof Zuckerman Capital Managementof Zuckerman Capital Management
LLC in Los Angeles, the Pattons furtherLLC in Los Angeles, the Pattons furtherLLC in Los Angeles, the Pattons furtherLLC in Los Angeles, the Pattons further
pared back their cash holdings — cashpared back their cash holdings — cashpared back their cash holdings — cashpared back their cash holdings — cash
now accounts for somewhere betweennow accounts for somewhere betweennow accounts for somewhere betweennow accounts for somewhere between
10 percent and 15 percent of the Pat-10 percent and 15 percent of the Pat-10 percent and 15 percent of the Pat-10 percent and 15 percent of the Pat-
tons’ total investment portfolio — andtons’ total investment portfolio — andtons’ total investment portfolio — andtons’ total investment portfolio — and
simultaneously increased their expo-simultaneously increased their expo-simultaneously increased their expo-simultaneously increased their expo-
sure to low-duration corporate bonds,sure to low-duration corporate bonds,sure to low-duration corporate bonds,sure to low-duration corporate bonds,
foreign government bonds and Treasuryforeign government bonds and Treasuryforeign government bonds and Treasuryforeign government bonds and Treasury

Inflation Protected Securities, or TIPS.Inflation Protected Securities, or TIPS.Inflation Protected Securities, or TIPS.Inflation Protected Securities, or TIPS.
Hiring an advisor was a relatively newHiring an advisor was a relatively newHiring an advisor was a relatively newHiring an advisor was a relatively new

phenomenon for Patton, who mostly man-phenomenon for Patton, who mostly man-phenomenon for Patton, who mostly man-phenomenon for Patton, who mostly man-
aged his own investments while he was work-aged his own investments while he was work-aged his own investments while he was work-aged his own investments while he was work-
ing, and still manages about half his portfolioing, and still manages about half his portfolioing, and still manages about half his portfolioing, and still manages about half his portfolio
today. But as he approached retirement, hetoday. But as he approached retirement, hetoday. But as he approached retirement, hetoday. But as he approached retirement, he
says, he began to question his solo approach.says, he began to question his solo approach.says, he began to question his solo approach.says, he began to question his solo approach.

“For so many years, I thought I knew as“For so many years, I thought I knew as“For so many years, I thought I knew as“For so many years, I thought I knew as
much as anyone else, but that was when themuch as anyone else, but that was when themuch as anyone else, but that was when themuch as anyone else, but that was when the
markets were generally going up,” Patton re-markets were generally going up,” Patton re-markets were generally going up,” Patton re-markets were generally going up,” Patton re-
calls. “The last six to eight years, it’s been acalls. “The last six to eight years, it’s been acalls. “The last six to eight years, it’s been acalls. “The last six to eight years, it’s been a
different story. Our financial planner coulddifferent story. Our financial planner coulddifferent story. Our financial planner coulddifferent story. Our financial planner could
figure out some things I realized I just didn’tfigure out some things I realized I just didn’tfigure out some things I realized I just didn’tfigure out some things I realized I just didn’t
know so much about.”know so much about.”know so much about.”know so much about.”

Failing to appreciate potential pitfallsFailing to appreciate potential pitfallsFailing to appreciate potential pitfallsFailing to appreciate potential pitfalls
is, of course, just what gets some retireesis, of course, just what gets some retireesis, of course, just what gets some retireesis, of course, just what gets some retirees
and their financial future into trouble. Theyand their financial future into trouble. Theyand their financial future into trouble. Theyand their financial future into trouble. They
may travel more than they had anticipated,may travel more than they had anticipated,may travel more than they had anticipated,may travel more than they had anticipated,
spend more than they had budgeted, or failspend more than they had budgeted, or failspend more than they had budgeted, or failspend more than they had budgeted, or fail
to rebalance their investment portfolios onto rebalance their investment portfolios onto rebalance their investment portfolios onto rebalance their investment portfolios on
a regular basis. Such missteps may seema regular basis. Such missteps may seema regular basis. Such missteps may seema regular basis. Such missteps may seem
small in isolation. But like the person whosmall in isolation. But like the person whosmall in isolation. But like the person whosmall in isolation. But like the person who
gains a pound or two every few months, onlygains a pound or two every few months, onlygains a pound or two every few months, onlygains a pound or two every few months, only
to find themselves dangerously overweightto find themselves dangerously overweightto find themselves dangerously overweightto find themselves dangerously overweight
several years later, the retiree who strings to-several years later, the retiree who strings to-several years later, the retiree who strings to-several years later, the retiree who strings to-
gether a series of small financial mistakes cangether a series of small financial mistakes cangether a series of small financial mistakes cangether a series of small financial mistakes can
find the cumulative results catastrophic.find the cumulative results catastrophic.find the cumulative results catastrophic.find the cumulative results catastrophic.

“One of the biggest things I see is that“One of the biggest things I see is that“One of the biggest things I see is that“One of the biggest things I see is that

individual investors fail to plan for the actualindividual investors fail to plan for the actualindividual investors fail to plan for the actualindividual investors fail to plan for the actual
amount of money they’ll need in retirement,”amount of money they’ll need in retirement,”amount of money they’ll need in retirement,”amount of money they’ll need in retirement,”
McGarry says. “The rule of thumb might beMcGarry says. “The rule of thumb might beMcGarry says. “The rule of thumb might beMcGarry says. “The rule of thumb might be
that you need 75 percent of your pre-retire-that you need 75 percent of your pre-retire-that you need 75 percent of your pre-retire-that you need 75 percent of your pre-retire-
ment income once you stop working, but asment income once you stop working, but asment income once you stop working, but asment income once you stop working, but as
the Baby Boomer generation begins to retirethe Baby Boomer generation begins to retirethe Baby Boomer generation begins to retirethe Baby Boomer generation begins to retire

we’ve seen that they’re spending morewe’ve seen that they’re spending morewe’ve seen that they’re spending morewe’ve seen that they’re spending more
than that. Some studies have shownthan that. Some studies have shownthan that. Some studies have shownthan that. Some studies have shown

that 55 percent of them are spend-that 55 percent of them are spend-that 55 percent of them are spend-that 55 percent of them are spend-
ing the same as, or more than,ing the same as, or more than,ing the same as, or more than,ing the same as, or more than,
what they were spending priorwhat they were spending priorwhat they were spending priorwhat they were spending prior
to retirement — especially in theto retirement — especially in theto retirement — especially in theto retirement — especially in the

first 18 to 24 months after theyfirst 18 to 24 months after theyfirst 18 to 24 months after theyfirst 18 to 24 months after they
stop working. That needsstop working. That needsstop working. That needsstop working. That needs

to be addressed in ongo-to be addressed in ongo-to be addressed in ongo-to be addressed in ongo-
ing consultation with their financialing consultation with their financialing consultation with their financialing consultation with their financial

advisors so that their assets can lastadvisors so that their assets can lastadvisors so that their assets can lastadvisors so that their assets can last
through their retirement.”through their retirement.”through their retirement.”through their retirement.”

Retiree SolutionsRetiree SolutionsRetiree SolutionsRetiree Solutions
Some retirees are becoming in-Some retirees are becoming in-Some retirees are becoming in-Some retirees are becoming in-

creasingly amenable to the purchase ofcreasingly amenable to the purchase ofcreasingly amenable to the purchase ofcreasingly amenable to the purchase of
annuities, including fixed immediate andannuities, including fixed immediate andannuities, including fixed immediate andannuities, including fixed immediate and
variable deferred annuities. The former arevariable deferred annuities. The former arevariable deferred annuities. The former arevariable deferred annuities. The former are
purchased with a lump sum and begin mak-purchased with a lump sum and begin mak-purchased with a lump sum and begin mak-purchased with a lump sum and begin mak-
ing payouts immediately. Variable deferreding payouts immediately. Variable deferreding payouts immediately. Variable deferreding payouts immediately. Variable deferred
annuities are typically funded over time, withannuities are typically funded over time, withannuities are typically funded over time, withannuities are typically funded over time, with
their payout determined by the performancetheir payout determined by the performancetheir payout determined by the performancetheir payout determined by the performance
of an underlying investment portfolio selectedof an underlying investment portfolio selectedof an underlying investment portfolio selectedof an underlying investment portfolio selected
by the buyer. However, most variable annui-by the buyer. However, most variable annui-by the buyer. However, most variable annui-by the buyer. However, most variable annui-
ties are sold today with some form of “livingties are sold today with some form of “livingties are sold today with some form of “livingties are sold today with some form of “living
benefit” to provide guaranteed income, suchbenefit” to provide guaranteed income, suchbenefit” to provide guaranteed income, suchbenefit” to provide guaranteed income, such
as a guaranteed minimum withdrawal benefit.as a guaranteed minimum withdrawal benefit.as a guaranteed minimum withdrawal benefit.as a guaranteed minimum withdrawal benefit.

A GMWB promises buyers they canA GMWB promises buyers they canA GMWB promises buyers they canA GMWB promises buyers they can
withdraw a specified percentage ofwithdraw a specified percentage ofwithdraw a specified percentage ofwithdraw a specified percentage of
what they paid for their annuitywhat they paid for their annuitywhat they paid for their annuitywhat they paid for their annuity
until they’ve recouped their entireuntil they’ve recouped their entireuntil they’ve recouped their entireuntil they’ve recouped their entire
investment, regardless of how theinvestment, regardless of how theinvestment, regardless of how theinvestment, regardless of how the
underlying portfolio performs.underlying portfolio performs.underlying portfolio performs.underlying portfolio performs.

In addition to considering an-In addition to considering an-In addition to considering an-In addition to considering an-
nuities, Kadish advises retirees tonuities, Kadish advises retirees tonuities, Kadish advises retirees tonuities, Kadish advises retirees to
hold an ample emergency fundhold an ample emergency fundhold an ample emergency fundhold an ample emergency fund
and to implement “exit strate-and to implement “exit strate-and to implement “exit strate-and to implement “exit strate-
gies” to protect against lossesgies” to protect against lossesgies” to protect against lossesgies” to protect against losses
when the financial markets turnwhen the financial markets turnwhen the financial markets turnwhen the financial markets turn
south. Typical exit strategiessouth. Typical exit strategiessouth. Typical exit strategiessouth. Typical exit strategies
include placing stop loss ordersinclude placing stop loss ordersinclude placing stop loss ordersinclude placing stop loss orders
on stock positions, he says, andon stock positions, he says, andon stock positions, he says, andon stock positions, he says, and
hedging stock portfolios withhedging stock portfolios withhedging stock portfolios withhedging stock portfolios with
put options.put options.put options.put options.

Retirement also marks theRetirement also marks theRetirement also marks theRetirement also marks the
beginning of what Kadish callsbeginning of what Kadish callsbeginning of what Kadish callsbeginning of what Kadish calls
the “transfer phase” of life, mean-the “transfer phase” of life, mean-the “transfer phase” of life, mean-the “transfer phase” of life, mean-
ing that period when people begining that period when people begining that period when people begining that period when people begin
planning for the efficient transfer ofplanning for the efficient transfer ofplanning for the efficient transfer ofplanning for the efficient transfer of
their assets to their heirs. A finan-their assets to their heirs. A finan-their assets to their heirs. A finan-their assets to their heirs. A finan-
cial planner, often working in con-cial planner, often working in con-cial planner, often working in con-cial planner, often working in con-
cert with the client’s attorney, cancert with the client’s attorney, cancert with the client’s attorney, cancert with the client’s attorney, can
help retirees with this, too. Beyondhelp retirees with this, too. Beyondhelp retirees with this, too. Beyondhelp retirees with this, too. Beyond
updating their wills, many retireesupdating their wills, many retireesupdating their wills, many retireesupdating their wills, many retirees
find it helpful to establish trustsfind it helpful to establish trustsfind it helpful to establish trustsfind it helpful to establish trusts
to help them control how andto help them control how andto help them control how andto help them control how and
when their assets are distribut-when their assets are distribut-when their assets are distribut-when their assets are distribut-
ed after their death and to mini-ed after their death and to mini-ed after their death and to mini-ed after their death and to mini-
mize estate and gift taxes.mize estate and gift taxes.mize estate and gift taxes.mize estate and gift taxes.

Regular CheckupsRegular CheckupsRegular CheckupsRegular Checkups
Financial planners gener-Financial planners gener-Financial planners gener-Financial planners gener-

ally recommend that retireesally recommend that retireesally recommend that retireesally recommend that retirees
revisit their financial plans atrevisit their financial plans atrevisit their financial plans atrevisit their financial plans at
least annually, and in someleast annually, and in someleast annually, and in someleast annually, and in some
cases more often, partly be-cases more often, partly be-cases more often, partly be-cases more often, partly be-
cause time is no longer work-cause time is no longer work-cause time is no longer work-cause time is no longer work-
ing to their advantage. Becauseing to their advantage. Becauseing to their advantage. Becauseing to their advantage. Because
they have fewer years to getthey have fewer years to getthey have fewer years to getthey have fewer years to get

back on track, and because thereback on track, and because thereback on track, and because thereback on track, and because there
is no paycheck coming in that canis no paycheck coming in that canis no paycheck coming in that canis no paycheck coming in that can
be used to make catch-up contribu-be used to make catch-up contribu-be used to make catch-up contribu-be used to make catch-up contribu-
tions to retirement accounts, finan-tions to retirement accounts, finan-tions to retirement accounts, finan-tions to retirement accounts, finan-
cial missteps can be harder to over-cial missteps can be harder to over-cial missteps can be harder to over-cial missteps can be harder to over-
come in retirement than they arecome in retirement than they arecome in retirement than they arecome in retirement than they are
during an investor’s working years.during an investor’s working years.during an investor’s working years.during an investor’s working years.

“We recommend continuing to“We recommend continuing to“We recommend continuing to“We recommend continuing to
consult with your financial advisorconsult with your financial advisorconsult with your financial advisorconsult with your financial advisor
throughout retirement just as youthroughout retirement just as youthroughout retirement just as youthroughout retirement just as you
would go to your doctor for regularwould go to your doctor for regularwould go to your doctor for regularwould go to your doctor for regular

medical checkups,” McGarry says.medical checkups,” McGarry says.medical checkups,” McGarry says.medical checkups,” McGarry says.
“You want to make sure you“You want to make sure you“You want to make sure you“You want to make sure you
have the right products and ser-have the right products and ser-have the right products and ser-have the right products and ser-
vices in place, that you haven’tvices in place, that you haven’tvices in place, that you haven’tvices in place, that you haven’t
had any major life events thathad any major life events thathad any major life events thathad any major life events that
would require a change in yourwould require a change in yourwould require a change in yourwould require a change in your
financial plan.”financial plan.”financial plan.”financial plan.”

Retirees should consult withRetirees should consult withRetirees should consult withRetirees should consult with
their financial advisor at leasttheir financial advisor at leasttheir financial advisor at leasttheir financial advisor at least
annually, preferably biannually,annually, preferably biannually,annually, preferably biannually,annually, preferably biannually,
and at the start of any majorand at the start of any majorand at the start of any majorand at the start of any major
life event such as a divorce, alife event such as a divorce, alife event such as a divorce, alife event such as a divorce, a
death, the birth of a grandchild,death, the birth of a grandchild,death, the birth of a grandchild,death, the birth of a grandchild,
or the purchase of a new homeor the purchase of a new homeor the purchase of a new homeor the purchase of a new home
or vacation property.or vacation property.or vacation property.or vacation property.

The stakes are too high toThe stakes are too high toThe stakes are too high toThe stakes are too high to
do otherwise.do otherwise.do otherwise.do otherwise.

— R.M.— R.M.— R.M.— R.M.

Why Financial PlanningWhy Financial PlanningWhy Financial PlanningWhy Financial Planning
Should Continue after RetirementShould Continue after RetirementShould Continue after RetirementShould Continue after Retirement

Trends in Pension/AnnuiTy incomeTrends in Pension/AnnuiTy incomeTrends in Pension/AnnuiTy incomeTrends in Pension/AnnuiTy income

Age 1975 1990 2008Age 1975 1990 2008Age 1975 1990 2008Age 1975 1990 2008

Ag! 50–55 4.6% 6.6% 4.0%Ag! 50–55 4.6% 6.6% 4.0%Ag! 50–55 4.6% 6.6% 4.0%Ag! 50–55 4.6% 6.6% 4.0%

Ag! 56–60 9.4 15.8 12.6Ag! 56–60 9.4 15.8 12.6Ag! 56–60 9.4 15.8 12.6Ag! 56–60 9.4 15.8 12.6

Ag! 61–64 16.1 28.0 22.4Ag! 61–64 16.1 28.0 22.4Ag! 61–64 16.1 28.0 22.4Ag! 61–64 16.1 28.0 22.4

Ag! 65–67 25.8 37.1 31.2Ag! 65–67 25.8 37.1 31.2Ag! 65–67 25.8 37.1 31.2Ag! 65–67 25.8 37.1 31.2

Ag! 68–70 26.5 38.4 35.7Ag! 68–70 26.5 38.4 35.7Ag! 68–70 26.5 38.4 35.7Ag! 68–70 26.5 38.4 35.7

Ag! 71–75 25.4 39.2 35.5Ag! 71–75 25.4 39.2 35.5Ag! 71–75 25.4 39.2 35.5Ag! 71–75 25.4 39.2 35.5

Ag! 76–80 21.7 34.6 37.2Ag! 76–80 21.7 34.6 37.2Ag! 76–80 21.7 34.6 37.2Ag! 76–80 21.7 34.6 37.2

O"!# 80 17.7 30.2 37.3O"!# 80 17.7 30.2 37.3O"!# 80 17.7 30.2 37.3O"!# 80 17.7 30.2 37.3

O"!# 65 23.8 36.1 35.4O"!# 65 23.8 36.1 35.4O"!# 65 23.8 36.1 35.4O"!# 65 23.8 36.1 35.4

SOurce: emplOyee BenefitS reSeArch inStitute,SOurce: emplOyee BenefitS reSeArch inStitute,SOurce: emplOyee BenefitS reSeArch inStitute,SOurce: emplOyee BenefitS reSeArch inStitute,
BASed On dAtA frOm the current pOpulAtiOn SurveyBASed On dAtA frOm the current pOpulAtiOn SurveyBASed On dAtA frOm the current pOpulAtiOn SurveyBASed On dAtA frOm the current pOpulAtiOn Survey

The likelihood of receiving an annuity and/orThe likelihood of receiving an annuity and/orThe likelihood of receiving an annuity and/orThe likelihood of receiving an annuity and/or
pension income increases with age, until thepension income increases with age, until thepension income increases with age, until thepension income increases with age, until the
oldest age group (those age 80 and over), whereoldest age group (those age 80 and over), whereoldest age group (those age 80 and over), whereoldest age group (those age 80 and over), where
the data show a lower percentage receiving an-the data show a lower percentage receiving an-the data show a lower percentage receiving an-the data show a lower percentage receiving an-
nuity and/or pension income. However, sincenuity and/or pension income. However, sincenuity and/or pension income. However, sincenuity and/or pension income. However, since
1975, the percentage of individuals age 80 and1975, the percentage of individuals age 80 and1975, the percentage of individuals age 80 and1975, the percentage of individuals age 80 and
over receiving annuity and/or pension incomeover receiving annuity and/or pension incomeover receiving annuity and/or pension incomeover receiving annuity and/or pension income
has increased, from 17.7 percent in 1975 tohas increased, from 17.7 percent in 1975 tohas increased, from 17.7 percent in 1975 tohas increased, from 17.7 percent in 1975 to
37.3 percent in 2008.37.3 percent in 2008.37.3 percent in 2008.37.3 percent in 2008.
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