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The Birthday Party
Let's say you invite an actuary (a really smart mathematician who analyzes risk for

insurance companies) to your 65th birthday party - I wouldn't recommend it, but

suppose you do.  And as you are having a cup of "Joe", you ask him or her:

"How long am I going to live?"
"How many more years do I get to enjoy this coffee at my birthday party?"  The truth

is, he or she has no clue.

The average person turning 65 today, across both genders, not factoring in health or

wealth, can expect to live another 21 years.  So, one who makes it to age 65 can

expect to live to about 86 years of age.  Even then, there's still a 5% chance that they

will make it to age 96 or above.  

Another factor to consider -> whether you are married.  Those who are married have

a 50% probability of living to age 93!  

So, the smart mathematician may not have all the information necessary to accurately

predict your life expectancy in this scenario.  But, if you were to ask him or her about

the other 10,000 people celebrating their 65th birthday that same day, how long

could they expect to live?  He or she would likely answer, "About 21 years."
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Lifetime Income

This is the advantage that an insurance

company has in using annuities to provide

lifetime income.  Because an insurance

company can average over lifespans,

while most individuals WANT and NEED to

be 95% sure that their savings will last -

that they won't outlive their money.

And that means, that as an insurance

company distributes "lifetime" funds, it

can afford to pay out a bigger annual

payment than an individual could pay

themselves.

You see the insurance company is on both

sides of the life and death equation.  They

have premiums coming in on the life

insurance side, hoping you live a long life

and keep paying those premiums.

However, on distributing GUARANTEED

lifetime income, they are betting and

hoping you die sooner.

The reality is that the insurance company

subsidizes those who die late with capital

from those who die earlier.
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Why Annuities?
Folks tell me all the time, "Oh, I hate

annuities - they're bad."  Well folks,

annuities aren't bad, but there are some

bad annuities, and there are some

overzealous financial advisors that have

put people into the wrong annuity design.

I always ask the "annuity haters", "Do you

receive Social Security or a pension?" 

 When they say yes, I then tell them to go

ahead and call up Social Security or their

past employer and tell them to stop

sending those checks...because they hate

annuities.

Bottom line is, only an insurance company

can manufacture what we call mortality

credits, and they are the only financial

institution that can guarantee a lifetime

income in the form of an annuity.  

The number one concern of retirees, as

surveyed by many large financial

institutions and banks, is running out of

money.  They are concerned their money

won't go the distance.  
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With medical advances and folks living healthier lives, it's possible that

your money may need to last longer than your time in the workforce - up

to 30 or 40 years even. 

So, a key question for your financial advisor is:  have you performed
an income analysis to ensure I will receive the income I will need in
retirement, accounting for inflation (which today is at 7.9%), and taxes.  

Will your money outlive you?  It might be a good idea to find out! 
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We are an independent financial services firm helping individuals create

retirement strategies using a variety of insurance products to custom suit their

needs and objectives, and do not offer tax or legal advice.

This content is provided for information purposes only.  It is not intended to

serve as the basis for an individual's financial decisions, nor is it intended to

provide tax or legal advice.  All individuals are encouraged to seek the

guidance of a qualified tax professional regarding their personal situation.  

Any references to protection benefits, safety, security, or steady and reliable

income streams refer only to fixed insurance products. They do not refer, in any

way, to securities or investment advisory products.  Annuity guarantees are

backed by the financial strength and claims-paying ability of the issuing

insurance company. Annuities are insurance products that may be subject to

fees, surrender charges, and holding periods which vary by insurance company.

Annuities are not FDIC insured.
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