
Why Fixed Annuities  
Are Appealing 

in Volatile Times 
The latter part of 2011 and early part of 2012 
have been dominated by what investment 
pros call risk on/risk off, which is just 
another way of saying volatility.  

The markets have been up and down like a 
roller coaster. And in this kind of 
environment, fixed annuities may be 
particularly appealing. 

As you probably know, an annuity is a 
contract with an insurance company. It can 
be purchased with a lump-sum payment or 
on a periodic basis. Either way, the money 
that is invested in the annuity is guaranteed 
to earn a fixed rate of return throughout the 
so-called accumulation phase of the annuity. 
Later, often when you retire, the annuity pays 
you back.  

Fixed annuities - which are often used by 
people who are about to retire and need help 
stabilizing income from their investments - 
can be very appealing in volatile markets.  

First, your capital is safeguarded by the 
insurance company because federal law 
stipulates that insurance companies must 
hold a reserve that equals the value of each 
annuitant’s policy.  

Additionally, by offering a guaranteed rate of 
return, the insurance company assumes all 
market risk, insulating you as the annuitant. 

Fixed annuities aren’t suitable for all 
investors. Additionally, insurance companies 
offer many types of fixed annuities, and that 
means it’s a good idea to consult your 
advisor before purchasing one.  

Your advisor can help you determine if a 
fixed annuity is appropriate for your 
portfolio.  

 

Want to Feel Good? 
Try Decluttering Your Life 

Decluttering is in. A Google search on “decluttering your life” generated 1.16 
million results in just a sixteenth of a second. Everyone from professional 
declutterers to Zen masters has something to say about it. Simply said, though, 
it boils down to this: Declutter, feel good, achieve more. Following are some 
tips to help you declutter: 

 Many experts recommend you start small. A post at 
www.zenhabits.net recommends spending five minutes a day on decluttering. 
Before you know it, that junk drawer or hall closet will be a thing of beauty. 

 As you’re going through that junk drawer or closet, ask yourself if 
you’ve used items in the past six months. If not, get rid of them. 

 Delegate a box for the undecided - items you might want in the 
future. If you don’t open the box in three months, get rid of the contents. 

 Everyone has things that don’t live anywhere. Consider the often-lost 
TV converter or recharger for your electronics. Make it a mission to find these 
things. 

 How many knickknacks do you really need? Pick your favorites and 
take memory pictures of the rest. Then pass them on to charitable 
organizations. 

 Buried under papers? One suggestion: Every paper that comes in the 
door lands in a single place. Sort through the pile every two days and discard 
or file every piece. 

 Last but not least, learn to love the decluttered look. You’ll stay 
decluttered for life.  
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Could a Fixed Annuity 
Reduce Your Tax Liability? 

 

NEWS YOU CAN USE 
Rotary Minute 
Community Service 

 
At our weekly meetings we usually 
have a speaker that brings in a 
subject that has to do with the 
community… on March 23rd the 
speaker was Sally Abrams from the 
JCRC talking about the Palestinian 
Israeli conflict and its impact on 
both nations as well as on 
Americans… prior to that we had 
Marsha Kelly a consultant for the 
Indian Gaming Association and all 
that they do to support the 
surrounding communities and the 
help they offer Indian communities 
around the country. 

Check out our club website for more 
info. 

www.epnoonrotary.com 

 
 

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.  

money in a taxable investment.  

For example, if you make an annuity 
payment as a lump sum, the income taxes 
due will be calculated on the difference 
between the amount you paid into the 
annuity and its value when you take 
distributions. In other words, if you invest 
$100,000 into an annuity that’s worth 
$250,000, when you retire at age 65 you’ll 
owe taxes on your gain of $150,000. 
Those gains are considered ordinary 
income, not investment gains, which 
could be beneficial. 

Annuity taxation can be extremely 
complex.  

For more information about how to 
calculate taxes due on annuity payments, 
you can review IRS Publication 939, 
General Rule for Pensions and Annuities 
or speak with your advisor.  

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. Investors 
should consult their legal or tax counsel for 
advice and information concerning their 
particular circumstances. 

Fixed annuities can complement your 
other retirement-income sources, offering 
a guaranteed stream of income for a 
specified period of time. They also offer 
tax benefits. 

Essentially, money that you invest in an 
annuity grows tax deferred. Moreover, 
annuities offer a key advantage over 
other tax-deferred retirement vehicles 
such as 401(k) plans and individual 
retirement accounts (IRAs), as there is no 
annual contribution limit. That allows 
you to save more money for retirement 
and can be very helpful if you are close 
to retirement and need to beef up your 
nest egg. On the downside, though, 
annuities may have different fees than 
other tax-deferred retirement vehicles. 

Additionally, all the money you invest in 
an annuity compounds, or builds upon 
itself - and you still don’t receive a tax 
bill, which can be a big advantage over 
taxable investments. In fact, you don’t 
receive any sort of tax bill until you 
eventually make withdrawals, at which 
time some taxes will be owed - but they 
will likely be less than had you put the 
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