
 

 

Annuities May Offer 
Tax Advantages Over 

Cash Equivalents 
When looking at lower risk/return investment 
options, such as cash equivalents and fixed 
annuities, you will need to consider the tax 
implications. If taxes are a concern, a fixed 
annuity may be a better option than a cash 
equivalent. Here’s why: 

Earnings on cash equivalents, such as money 
market accounts and certificates of deposit 
(CDs), are taxable in the year the interest is 
earned. And that’s the case even if you don’t 
withdraw the money.  

With fixed annuities, earnings accumulate tax-
deferred. They are not treated as taxable 
income until they are withdrawn, giving you 
some control over when you pay taxes.  

In addition, fixed annuities may help reduce the 
taxes you pay on other income, such as Social 
Security benefits. How? By leaving your 
money in a fixed annuity, you may be able to 
reduce your taxable income to a level below 
the point where you would otherwise start to 
owe taxes on these benefits.  

On your death, an annuity’s death benefit will 
be paid directly to your named beneficiary, 
avoiding the costs and delays associated with 
probate, while a CD may be subject to probate 
unless you specify otherwise by making the 
account payable on death. 

Whatever your choice, you will incur taxes – 
remember, earnings inside a fixed annuity are 
subject to income tax when paid out, while the 
earnings in a CD have already been taxed when 
earned – but when saving for the long term, it 
helps to have the power of tax deferral on your 
side.  

The tax and legal information in this article is 
merely a summary of our understanding and 
interpretation of some of the current laws and 
regulations and is not exhaustive. 
 

Boomers Want to Be Boss 
Before Finally Retiring 

It’s never too late to pave the path you want for yourself – and many baby 
boomers are taking this to heart when it comes to working beyond retirement. 

In fact, 54% of workers plan to work beyond age 65, according to the recent 
13th Annual Transamerica Retirement Survey – but many won’t be in their old 
jobs. An increasing number of boomers are planning to become small-business 
owners before turning the page to retirement.   

Whether it’s starting freelance consulting work, opening a specialty business or 
buying a franchise, taking on a new challenge seems to be on a lot of boomers’ 
minds. 

There are a number of attractive reasons boomers want to become small-
business owners, including being one’s own boss, making more money, and 
having a sense of personal accomplishment and pride. 

But, while the benefits go on and on, there’s a list of things to consider before 
jumping the gun and starting up a business at this stage of one’s life. And 
experts warn boomers to think long and hard about these key issues before 
making their stop on the road to retirement: 

 Personal finances. Finding a balance between saving for retirement and 
investing in a business can be tricky. 

 Financing your small business. Positive cash flow is critical for success. 
 Have a plan. Set goals and follow up with a plan to achieve them. 
 Remember you will retire eventually. Develop a sound succession plan to 

ensure the continued success of your business. 
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Are You Making any of These 
Top 10 Insurance Blunders? 

 When it comes to buying 
insurance, what you don’t know 
can hurt you…and your 
family…for years to come.  

Learn how to identify the top ten 
insurance mistakes and what you 
can do about them with my free 
guide, "The Top 10 Insurance 
Blunders - and How to Avoid 
Them." 

Just call me at 555-555-5555 and 
I’ll send it right out to you. 



 

 

 

NEWS YOU CAN USE 
 

 Call Me @ 
612-217-0157 

  

 
This newsletter and any information contained herein are intended for general informational purposes only and should not be 
construed as legal, financial or medical advice. The publisher takes great efforts to ensure the accuracy of information 
contained in this newsletter. However, we will not be responsible at any time for any errors or omissions or any damages, 
howsoever caused, that result from its use. Seek competent professional advice and/or legal counsel with respect to any matter 
discussed or published in this newsletter.  This newsletter is not intended to solicit properties currently for sale. 

 

Choosing Between CDs  
and Fixed Annuities 

 insurance company is financially sound. 

Accumulation 
For short-term goals, such as a down 
payment on a home, a CD may be a 
better choice than an annuity, because 
CD maturity periods can be as short as 
one month or as long as several years. 
However, a deferred fixed annuity 
might be more appropriate for a longer-
term goal.  

Distribution  
When a CD reaches maturity, you can 
take the lump sum value in cash, renew 
it or consider other investment options 
(including a deferred fixed annuity). 
With a deferred fixed annuity, you have 
more options: When the investment 
period expires, you can withdraw your 
money in a lump sum or choose an 
income stream for a specified period 
(even life). 

These are just a few factors to consider; 
your insurance professional can go into 
more depth on each option and help you 
decide which is best for your individual 
situation.  

If you’re considering where to put your 
hard-earned savings, you may find 
yourself torn between a certificate of 
deposit (CD) and a deferred fixed annuity. 
Of course, the best choice depends on 
your individual financial situation, but as 
you debate the issue, you may want to 
keep the following factors in mind. 

First, let’s review the similarities and 
differences of CDs and deferred fixed 
annuities: Both are savings vehicles used 
to accumulate wealth, and both are 
considered low-risk investments, but each 
product has its unique characteristics.  

Safety 
CDs are generally issued by banks and, in 
most cases, are insured by the Federal 
Deposit Insurance Corporation (FDIC) for 
up to $100,000 per depositor. Deferred 
fixed annuities, on the other hand, are 
issued by insurance companies, and they 
are not insured by the FDIC. Instead, they 
are backed by the financial strength of the 
issuing insurance company. So, if you’re 
considering an annuity, you’ll need to do 
your homework to ensure that the issuing 
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So, It’s a New Year and things 

are looking up… the market was 
up for 2012, Unemployment was 

“down” and the economy is 
supposedly heading in the right 
direction other than that whole 

“fiscal cliff” thing…  One thing is 
for sure, there are those in need 
and those that have no needs… 

either way, Rotary has 
something for you and if you can 
join please do, if you can’t  than 

support and if you know 
someone needs help see if a 

club near them can help. 
 

Check out 
 

www.epnoonrotary.com 

 


