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By Susan Carr-Templeton
The insurance company guarantees this annuity will earn
7 percent per year or the return of the mutual funds in
which the money is invested, whichever is greater.
Sounds like an attractive arrangement, but it's not and
here's why.

First, the fund's returns are less because of the high 3.5
percent fees so the overall return during the life of the
annuity will be substantially lower than what you could
have gotten by investing directly in a mutual fund (with
fees as low as 0.17 percent for an index fund). But it gets
WOrse...

Here's the catch: In order to get the guaranteed return, you have to annuitize. That means, if you want the 7
percent guarantee, you cannot take a lump sum or redeem your funds from the annuity (if you do try to pull
your money out, you get the market value based on the returns less the 3.5 percent annual fees).

When you reach some predetermined retirement age, the insurance company pays you a fixed amount each
month until you die. If you look at the paltry annuity payout, you realize that unless you live to a year that is
so beyond comprehension, you lose a lot, and the insurance company and your broker make a lot of money

off of you.

Problems with annuities are not new. In 2008, the SEC, NASD and Securities Law Information Center
published a paper on the issues associated with annuities. Not much has changed since then.

Annuities are not all bad and do serve a purpose, but broker-sold guarantee return type annuities tend to
give the rest of the industry a bad name.

I understand that many Americans fear not having enough money for retirement, especially after the recent
financial crisis--it's a valid concern. If you're looking for a market return strategy with some downside
protection, you should consider some strategies that are far better than an annuity.
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Susan Carr-Templeton Susan J. Templeton is a personal wealth advisor with more than 20 years
of investing experience. In addition to managing Stafford Wells Advisors, Susan volunteers on the
investment committee for the Advocate Foundation

Comments (0)

Add your comment

Name (required)

Email Address (required)

Website

http://www.tcwmag.com/blog/annuities-high-fees-lower-investment-return

More by Susan Carr-Templeton
Bond Funds or Bonds for Retirement...

A recent issue of Barron's advised “Beware of Bond
Funds." Should you? More »

Bank CD: Consider Market-linked CD...

Participate in stock market gains while protected
from stock market losses. More »

How to Sell Gold Jewelry
Avoid getting ripped off with this golden advice More

»

Invest in Gold?
Gold May Not Hedge Your Investment Portfolio More

»

Emergency Fund Cash: Where to Save...
Get the most bang for your emergency bucks. More

»

Flip through this month's issue

Subscribe to TCW Magazine

Advertising

For information regarding advertising, please contact us

Download the 2010 Media Kit ~ Our Advertisers

Page 1 of 2

VIEW PAST ISSUES

8/5/2010



Blogs | Annuities: High Fees Lower Investment Return | Today's Chicago Woman Page 2 of 2

Comment

" Today's Chicago Woman
4 i3 Like

TY Larcyere

I Notify me when new comment is posted

Submit Comment

© 2010 Today's Chicago Woman

o]2/0]

T.127
Susie Sara Tony Jody Alicia

o) Pl B

Jessica Tammy Rochelle Nicole

Recent Activity

You need to be logged into Facebook to
see your friends' activity

10 Meet Six Women Changing the World

h_d 16 people shared this.
& Wedding Belles: August 2010 | Today's

Chicago Woman
12 people shared this.

[

Finding the Best Childcare for Your
| Family's Needs
~ 2 people shared this.

[E3 Facebook social plugin

@TCWmag on Twitter

RT @ tcwmag : What to Wear to Lolla:
Music-Inspired Style
http://chicagonow.com/iESx -| Thu, 05
Aug 2010 20:33:18 +0000 |- More»

You know you rock. So have your
promotions and awards posted in @
tcwmag 's 'Women on the Move' column
by emailing networking@ tcwmag .com.
-| Thu, 05 Aug 2010 17:13:07 +0000 |- More»

Mastering the Art and Science of

Social... @ http://www.

tcwmag .com/blog/mastering-the-art-

and-science-of-social-media-
marketing @ tcwmag -| Thu, 05 Aug 2010
17:05:12 +0000 |- More»

CW Magazine

He by doejo

http://www.tcwmag.com/blog/annuities-high-fees-lower-investment-return 8/5/2010



