The Great Annuity Circus: How to Tame the Financial
Menagerie and Secure Real Income

Let's be honest: the word "annuity" usually induces one of two reactions—either your eyes glaze over
faster than a Krispy Kreme donut, or you feel like a nervous zebra scanning the high grass for a hungry
lion. The financial industry loves to make annuities sound like ancient alchemy wrapped in 200 pages of
legal hieroglyphics. But when you peel back the layers, you find a simple truth: not all annuities are
created equal, and choosing the wrong one for your income plan is like bringing a spork to a sword fight.

When you enter retirement, the game changes completely. You’'re moving from the accumulation phase
(growing your money) to the distribution phase (turning that money into reliable, stress-free cash flow).

The money set aside for income needs to be safe money, not high-stakes casino chips. Let's break down
the main players in the annuity circus so you can spot the clowns and find the true powerhouse of your

retirement plan.

1. Variable Annuities: The Overpriced Thrill Ride

Imagine going to a theme park, buying a ticket for a roller coaster, and then having the operator charge
you an extra fee every time the car goes up, down, or takes a turn. That is essentially a Variable Annuity
(VA).

With a variable annuity, your money is tied directly to underlying market sub-accounts (mutual funds).
When the market goes up, your value goes up. When the market plunges... well, hang onto your stomach.
To make matters worse, VAs come loaded with layer upon layer of costs:

* Mortality and Expense (M&E) Risk Charges: The cost for the insurance promise.
¢ Administrative & Management Fees: Fees for managing the underlying sub-accounts.
* Rider Fees: Additional costs if you want guaranteed minimum income features.

When you stack all these fees together, some variable annuities can carry annual costs as high as 3% to
4% per year! That means before you even make a single nickel of real profit, your investment has to run a
marathon just to break even against its own fee structure. Furthermore, because of this high overhead
and market exposure, their baseline guaranteed income payouts are often disappointingly lower than
they should be.

The Verdict: If the goal for this portion of your portfolio is absolute safety and guaranteed lifetime income,
why strap your retirement check to an expensive, high-fee roller coaster? Safe money should let you
sleep at night, not keep you up watching stock tickers at 2:00 AM.

2. Multi-Year Guarantee Annuities (MYGASs): The High-Yield Parking Lot

On the opposite end of the spectrum sits the Fixed Annuity, specifically the Multi-Year Guarantee Annuity
(MYGA). If a Variable Annuity is a erratic roller coaster, a MYGA is a cozy, climate-controlled parking
garage.

A MYGA is the insurance world's equivalent of a bank Certificate of Deposit (CD). You put your money in
for a set period (say, 3, 5, or 7 years), and the insurance company guarantees a fixed, contractually
locked interest rate for that entire duration. No direct stock-market exposure, a contractually guaranteed
interest rate, and no need to worry about daily market swings.
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MYGAs are fantastic tools when you have cash sitting in a traditional savings account earning peanuts, or
when you want a completely safe, short-to-medium-term "parking lot" for capital you don't need
immediately.

The Verdict: MYGAs are stellar for capital preservation and fixed yield growth, but they aren't engineered
to produce maximum lifetime income streams. They are where your money takes a peaceful nap—not
where it gets up and goes to work generating an unbeatable monthly paycheck.

3. Fixed Index Annuities (FIAs) & Deferred Income Annuities (DIAs): The
True Financial Leverage

Now we arrive at the heavyweights of real income planning: Fixed Index Annuities (FIAs) with specialized
income riders and Deferred Income Annuities (DIAs). This is where safety meets maximum efficiency and
mathematical leverage.

A Fixed Indexed Annuity (FIA) is an insurance contract that protects your principal from stock-market
index declines while offering the opportunity to earn interest based partly on the performance of a
market index, such as the S&P 500. Returns are subject to the contract's crediting terms.

A Deferred Income Annuity (DIA) allows you to put money into an insurance contract today and begin
receiving guaranteed income at a future date, often for the rest of your life.

Unlike variable annuities, FIAs provide a contractual index-crediting floor, while DIAs establish future
income payments under the contract. When the market index drops 20%, your fixed indexed annuity is
protected from that market loss. When structured for income, these annuities can provide powerful
contractual income benefits, creating financial leverage within a thoughtfully designed retirement plan.

How the Leverage Works

When you defer income using a Fixed Indexed Annuity with an income rider, the insurance company may
credit a separate income benefit base with guaranteed roll-up rates or other contractually defined
adjustments. A Deferred Income Annuity works differently: it establishes future income payments based
on the premium, selected start date, and payout terms. When you finally turn on the income tap, the
payout rates can be higher than traditional withdrawal strategies because of mortality pooling and
lifetime guarantees.

Variable Annuity Direct market exposure, Varies; some contracts with Growth speculation
(VA) depending on investments riders reach 3%-4% (Expensive for safe income)
and guarantees

Fixed MYGA No direct equity-market Typically no annual Safe capital “Parking Lot” /
exposure asset-based fee; surrender CD Alternative
charges may apply

FIA / DIA with Contractual guarantees Costs and benefit structures Potential lifetime income and
Income Feature subject to insurer strength vary planning leverage
and terms
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The Master Strategy: The Laddered Income Plan

Instead of turning on one giant, rigid stream of income all at once, smart income planning uses a
Laddered Income Strategy using DIAs and FlIAs. Think of it like building a staircase of financial freedom.

How an Income Ladder Works in Practice:
* Rung 1 (Ages 65-70): Activate your first DIA/FIA income stream to cover your immediate baseline
lifestyle needs (housing, healthcare, basic living expenses).

¢ Rung 2 (Age 70 or 75): A second DIA/FIA finishes its deferral period, stepping up your monthly income
significantly just as inflation kicks in or travel plans ramp up.

* Rung 3 (Age 80+): A final income bucket turns on later in life, ensuring that even if healthcare costs
increase, your paycheck grows automatically to meet it.

By laddering these income guarantees, you can secure contractual lifetime income at different stages of
retirement, help reduce the risk of outliving your money, and give the rest of your portfolio more
flexibility to pursue growth.

Summary: Keep Your Safe Money Safe

Retirement shouldn't be spent stressing over daily market gyrations or paying 4% fees for the "privilege"
of taking market risk with your living expenses. Keep your safe money truly safe. Use MYGAs as reliable
parking spaces, avoid overpriced variable products, and utilize Fixed and Deferred Income Annuities with
riders to build a high-leverage, stress-free income ladder that pays you for life.

Insurance guarantees depend on the issuing insurer’s claims-paying ability and contract terms. Surrender charges,
withdrawals, and optional rider fees may affect contract value or benefits. Annuities are not FDIC-insured.
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