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Purchasing an 
Annuity Can Affect 

Your Whole Portfolio 
Annuities can provide an appealing stream of 
guaranteed income for investors who are 
concerned they might outlive their assets. But 
before purchasing one, it’s a good idea to 
consider how it might affect your portfolio. 

An annuity is a financial product sold by an 
insurance company. You pay the insurance 
company a sum of money now, and the 
insurance company guarantees you a stream 
of income for a set period of time, even for 
life. 

True, annuities offer stable income, but with 
that stability some purchasers may feel they 
can handle more risk in other parts of their 
portfolios. 

If you’re looking for more portfolio growth, 
this is a good thing. Diversification – mixing 
unrelated assets such as annuities and stocks – 
is widely considered a key strategy in 
managing portfolio risk. 

But not all annuity holders should increase 
their exposure to stocks. The decision 
depends on the investor’s risk tolerance – the 
ability to weather the ups and downs of the 
stock market.  

It also depends on the types of annuities the 
investor owns. Fixed annuities are generally 
considered more stable than variable annuities, 
but they could also involve risk if, for 
example, the annuity lacks automatic 
increases to protect against inflation or if the 
issuer is unstable. 

It’s a good idea to consult your advisor when 
deciding whether or not to purchase an 
annuity. He or she can help you make asset-
allocation decisions based on your individual 
circumstances and select suitable investment 
vehicles, which may or may not include 
annuities. 

Are Helicopter Parents  
Caring Too Much? 

Parents tagging along on their adult child’s job interview or arguing about grades 
with their offspring’s professor … you’re kidding, right?   

Actually, no. Helicopter parents hover – hence the name – and through their 
hovering become way too involved in their child’s path to adulthood. And while 
their intentions are good, the results mostly aren’t. In a recent study out of 
Macquarie University in Australia, researchers found that children with 
helicopter parents were more likely to be anxious.  

The study’s leader, quoted in an ABC News in Science report, commented, “We 
found that children who show signs of anxiety and who are inhibited (such as 
being unwilling to talk or reluctant to explore new situations) as preschoolers are 
more likely to have mothers who help too much.” 

Helicoptering usually continues as children get older. An early study by 
researchers at Michigan State University found that 31% of companies had 
received a résumé submitted by a parent for his or her adult child.  

As Margaret Fiester of the Society for Human Resource Management points out, 
such intervention “definitely does not show great leadership or decision-making 
skills.” And most adult children don’t like it: One college student reportedly 
applied for and received a restraining order against her helicopter parents. 

Yes, parents should protect and care for their kids – it’s far better than the 
alternative – but experts don’t think overdoing it is good either. Most believe 
Mom and Dad should probably land the helicopter now … for everyone’s sake. 
 
 



As you approach retirement, you’ll probably 
be discussing with yourself – perhaps on a 
regular basis – how much of your money 
should be in stocks as compared with bonds.  

It’s an age-old question, and today many 
advisors are addressing it in a new way. 

Traditionally, advisors have assessed asset 
allocation by evaluating a client’s risk 
tolerance, meaning the client’s ability to 
hold onto stocks even when the market is 
volatile.  

If your risk tolerance is low, you’d allocate 
less to stocks; it it’s high, you’d allocate 
more. 

However, the financial crisis made clear that 
many investors have little understanding of 
their own risk tolerance.  Because of this, an 

increasing number of advisors are now 
recommending a new approach: That is that 
investors should avoid taking any risks 
with the money they will need for essential 
expenses in retirement. 

Author William Bernstein explains this 
theory in his book The Intelligent Asset 
Allocator, Bernstein believes that investors 
should think of their portfolios as divided 
into two parts.  

The first part should cover at least 20 to 25 
years of basic living expenses and should 
be invested in stable vehicles such as 
annuities.  

The second part should be invested in a 
way that is based on when you’ll need the 
money. If you’re saving for a purchase next 
year, for example, you would invest more 

conservatively than you would if 
saving to buy a vacation home in 15 
years. 

Annuities can form an important part 
of your portfolio. Depending on your 
needs, they can be simple or complex, 
but more important, annuities can be 
the backbone of the first part of your 
portfolio by providing an income 
stream for living expenses over a set 
period of time. 

If this appeals, you may want to 
consult your advisor, who will review 
your options and help you make the 
right choices based on your individual 
circumstances and goals. 

Concerned your guests may not like your 
special blend of hot chocolate? Try 
serving it in a red or orange cup.  

According to a recent study in the Journal 
of Sensory Studies, people believed their 
hot chocolate had a more intense flavor 
when they drank it from a red or orange 
mug.  

Apparently we identify certain colors with 
the characteristics of certain foods, 

Smarties Makers Got It Right After All 
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suggests lead researcher Betina 
Piqueras-Fiszman, and people 
associate red with sweet things.  

Brown packaging signals to coffee 
drinkers that inside they’ll find a 
strong brew. And what about that 
important question “When you eat 
your Smarties, do you eat the red ones 
last?”  
Would the old jingle be as memorable 
if you ate the yellow ones last?   


