
MONEY MASTER THE GAME: 7 SIMPLE STEPS TO FINANCIAL FREEFDorOMMore Information: 
Vivien T. Adao
(818)482-1090

 

 
 
 
 
 
 
 

CHAPTER 5.4 
 

TIME TO WIN: YOUR INCOME IS THE OUTCOME 
 

 

 
 

The question isn't at what age I want to retire, it's at what 
income. 

-GEORGE FOREMAN 
 
 
 
 

Annuities have long been the whipping  boy of the financial  industry. 
When  I first heard  the concept of using an annuity a few years ago, I 
scoffed. I had been conditioned to believe that annuities are bad news. 
But when challenged,  I didn't really have a solid reason why I thought 
they were bad. I was simply picking up my torch and pitchfork like the 
rest of the mob. 

But the conversation has been shifting. Imagine  my surprise when I 
was handed a 2011 issue of Barron's with this cover line: 

"Best Annuities-Special Report-Retirement: With Their 
Steady Income Payments, Annuities Are  Suddenly Hot." 

Barron's? The classic investment magazine,  with an annuity  cover 
story! Is the sky falling? I flipped  open the pages, and there it was in 
black and white: 

"Now, as baby boomers approach retirement with fresh  memories 
of   big    market   losses,     many    sharp     financial     advisors    are 
recommending an annuity as an important part of an income plan." 

Wow. Annuities have been  given quite the promotion lately. From 
your grandpa's annuity stuffed away in a dusty drawer  to the hottest 
product recommended by sharp financial  advisors. But guess  what? 
Annuities are not just for retirees any longer.  More  often, 
younger   individuals   are   starting   to   use   annuities, 
specifically those where the growth is tied to a market index
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(such as the S&P 500 ), as a "safe-money" alternative. 
To be clear, they  are not an alternative  to investing  in the  stock 

market,  or a way to try to beat the market. We already made it quite 
clear that  nobody beats the market  over time, and as Jack Bogle and 
so many others have echoed, using a low-cost index fund is the best 
approach   to   investing   in   the   markets.    But   certain   annuities, 
specifically those  "linked" to market returns,  can replace other  safe• 
money alternatives  such as CDs, bonds,  Treasuries,  and  so on-and 
offer superior returns. 

But I am getting ahead of myself! Let's take a moment to do a quick 
overview as to what's available today and what's coming soon. 

First,  let's be   clear:  there  are  really only two   general 
categories of annuities: immediate annuities and deferred 
annuities. 

 
 

IMMEDIATE ANNUITIES 
 

Immediate   annuities  are  best  used  for those  at  retirement age or 
beyond.  If you aren't there  yet, you can skip  over this  page and go 
right  to  deferred  annuities,   or you  can  keep  reading  because  this 
might be applicable for some special people in your life, such as your 
parents or grandparents. 

Simply put, immediate annuities beat every other potential 
vehicle for providing a  guaranteed lifetime income for one 
reason:   a   concept   called   mortality  credits.   I  know   it   sounds 
gruesome, but it's really not.  Remember how annuities  got their start 
2000  years  ago  in  the  time  of  Caesar?  For  hundreds   of  years, 
insurance  companies  have  successfully guaranteed lifetime  incomes 
for  millions  of  people  because  when  a  bunch   of  people  buy  an 
immediate  annuity, some people will die early, while others will live a 
long time.  By "pooling"  the  risk,  the annuity buyer who lives a 
long time gets the benefit, while those who die early leave some 
money on the table. But before we shun the potential  of leaving some
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money on the table, let's look at the power of annuities when wielded 
appropriately. 

 
 

2,750% MORE INCOME 
 

My son  Josh has  been  in  the  financial  services  industry his  entire 
adult life.  He was telling me a story about  a client of his who came to 
him  ready  to retire.  He had just turned 65, and  over his lifetime he 
had  managed to sock  away  about $500,000.  He  needed   a  secure 
income  stream, and  he  felt taking risks  in  the market was  not an 
option.  Sadly,  his   former  broker  had   him   allocated   to  a  very 
aggressive portfolio,  which  resulted in a near  50%  drawdown  in the 
2008 crash.  It wiped  out hundreds of thousands of dollars  that had 
taken  him a full decade  of hard  work to sock away. And like so many 
other people,  he'd  barely  gotten back to even, and now he was more 
afraid than ever of running out of money. 

He wanted his income  checks to start immediately.  So Josh began 
to walk him through his limited options. 

 
 

•  He could go to a bank, and a CD would pay him 0.23%  (or 23 basis 
points) per year. This arrangement  would give him $95.80  per month 
in  fully taxable  income for  a  $500,000  deposit.  That's  a whopping 
$1,149 a year-before taxes. Don't spend it all in one place! 

• Bonds would pay him closer to 3% per year, or about $15,000 a year 
before taxes, but the risk that option would entail would be if interest 
rates  rise. This would cause the value of his bonds  (his principal) to 
shrink. 

• Josh  showed him that  a $500,000 deposit into an immediate  lifetime 
income  annuity,  as  of today  would  pay him  $2,725  per  month  or 
$32,700 per year, guaranteed for life!18 That's a 2,750% increase over 
CDs and an 118% increase over bonds, without their risk. 

 
 

At today's life expectancies,  this man  has at least 14 more years to 
live, and if Ray Kurzweil is right, he could live well beyond that! When
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he added  this guaranteed income  to his Social Security payments, he 
had  more than  enough  to maintain his  standard of living and  could 
spend   his   time  focused   on   what   mattered   most  to  him:   his 
grandchildren and fishing. 

Do you see the power here? When compared with any other type of 
"sure thing" investment, he will certainly run  out of money.  But with 
an immediate annuity, which is really a form of income insurance, he 
has protection for life. 

Critics will say,  "Yes, but if you die early,  they keep  your  money! 
You will have  left  that money  on  the table." When  I  asked  David 
Babbel about this concern, his response  was swift and blunt:  "If you 
are  dead, who cares?! What's painful is if you  live  too  long 
with no  income-that's when you'll really suffer." And if you 
are  really worried about premature death, you can  select an  option 
where the insurance company will refund your heirs the same amount 
you put in. (This arrangement, however, will decrease  the size of your 
income  payments,  so there  is a trade-off.)  Or as David recommends, 
use  an  inexpensive  term life insurance policy.  So if you live a long 
fruitful  life,  you  win  because  you  have  income  insurance.  Or  God 
forbid, if you pass early, with a life insurance policy, your heirs win as 
well. 

 
 

CONTROL IS AN ILLUSION 
 

We all love control. But control is often an illusion. We think we have 
control over our health, our finances,  our kids-okay, maybe  not our 
kids. But we all know that things can change in the blink of an eye. A 
storm can cause your house to flood (as it did to my brand-new home 
in Florida after a torrential rain had my wife and I wading through 12 

inches  of water  at three in the morning).  Or you could get a callback 
from  the doctor after a  supposedly   routine checkup.  The  point  is, 
control is often more of an illusion than  a reality. 

Stockbrokers  will  tell  you  that by  handing  your  money   to  an
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insurance  company in exchange for a lifetime income, you are "losing 
control" of your principal.  Let's look at this a little more thoughtfully. 
Say you are 60 years old and have accumulated  a $1 million nest egg. 
Your broker advises the traditional approach of stocks and bonds, and 
you apply the 4 % rule for your income (which means you'll be able to 
take out $40,000 per year). The reality is you will need every bit of 
that $40,000 to pay your bills. You know your  money  needs  to be 
invested, so you really can't afford to touch your principal. And what 
happens if the market drops? You don't want to  sell  at  the 
bottom,  but at the same time, you may also feel that you can't afford 
more losses at this stage  of life. You are between  a rock and a hard 
place.  This so-called control is  an illusion. Floating with the 
whims of the market waves and hoping the tide turns in 
your favor can be a recipe for disaster. 

Remember,  our focus  is not just  on asset growth.  Our theme  is: 
guaranteed income for life! 

 
 

It is better to have a permanent income than to be fascinating. 
 

-OSCAR WILDE 
 

 
 

DEFERRED  ANNUITIES 
 

Okay, so we said there  are two general types of annuities.  You now 
know  what  an  immediate   annuity  is:  you  give your  money  to  an 
insurance  company, and it immediately  starts to provide you with an 
income for life. 

The  other type of annuity is called a deferred annuity. This 
simply means  you give the insurance  company  money either  in one 
lump  sum  or  over  a period  of years,  and  instead  of receiving  an 
immediate   income,  your  returns   are  reinvested  in  a  tax-deferred 
environment so that  when you're ready you can, at will, turn  on the 
income stream you want for the rest of your life. You literally have a 
schedule  for what your income will be when you're 40, 50, 60-for
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every year of your life. 

While  there are  many  different versions of immediate annuities, 
with different terms and  rewards that vary by the company that puts 
them out, similarly, there  are  a variety of types  of deferred annuities. 

Here's the  good news, though:  there are  roughly only three 
primary types of deferred annuities. Once you know these three 
different   types,    along    with   your   understanding   of   immediate 
annuities, you will fundamentally understand what your  options are, 

and  you  will be  able  to tap  into the power of this safe-money 
vehicle. 

So  let's   make   it  as  simple   as  1,   2,  3.  There are  three types   of 
deferred annuities. They are: 

 

 

1. Fixed annuity: This is where you get a fixed, guaranteed rate of return 
every year (independent of any stock market ups or downs), very much 
like you would receive with a CD or bond, but the rates are different. 

2. Indexed annuity: This is where your rate of return is tied to how the 
stock market does, but you get a percentage  of the upside of the market 
(not all) with no downside and no possibility of loss. 

3. Hybrid  "indexed" annuity: This is where you get the benefits of an 
indexed  annuity  with the  addition  of a "lifetime income"  rider. This 
lifetime  income feature  gives  you  the  ability  to  turn   on  a 
paycheck for life! (Note: technically  speaking, there isn't a product 
called  a "hybrid."  However, it  has  become  a common  name  among 
professionals  to  describe  the  category,  which  includes  the  lifetime 
income feature.) 

 
 

HOW SAFE ARE ANNUITIES? THE POWER OF INCOME 

INSURANCE 
 

A guarantee  is only as good as the insurance  company that issues it, so 
highly rated  insurance  companies  are key. Many of the top companies 
have over 100 years in the business,  succeeding in spite of depressions, 
recessions,  and world wars. But with over 1,000  insurance companies



MONEY MASTER THE GAME: 7 SIMPLE STEPS TO FINANCIAL FREEFDorOMMore Information: 
Vivien T. Adao
(818)482-1090

 

 
 

in the United States, it's really only a handful  that  command  the top 
ratings.  I asked  Dr. Jeffrey Brown about  the  safety of annuities and 
people's concern that the insurance  company could go under. 

"Yes, this is a concern that a lot of people have," he acknowledged. "I 
start by reassuring the  people  that  to my knowledge-and I've been 
studying this  for, you know, fifteen  years  or more-I don't know  of 
anyone who's ever actually lost money in an annuity product, and there 
are a lot of reasons  for that.  Depending  on what state you're in,  there 
are  insurance guaranty associations run  by the  state insurance 
departments that will guarantee  up to a certain  amount/ deposit of the 
product you buy. And the way these work is essentially every insurance 
company  that  operates  in that  state is basically agreeing to insure  all 
the other ones." 

Each state has its own limits, but the guarantee can  be  as high 
as $500,000, for which you are insured  against loss in the rare event 
of an  insurance  company  failure.  How rare?  According  to the  FDIC 
(Federal Deposit Insurance Corporation),  there were 140 bank closures 
in 2009 alone, yet not a single major insurance  company went under. 

 
 
 

VARIABLE ANNUITIES 
 

There is one type of deferred annuity I deliberately didn't mention 
above, and that is the variable  annuity. The reason for that is, nearly 
every expert I interviewed for this book agreed that variable 
annuities should be avoided. They are extremely  expensive,  and 
the underlying deposits  are invested in mutual funds  (also known  as 
sub accounts). 

So not only  are  you  paying  fees  for  stock-picking mutual  funds 
(which don't beat the market and can average upward of 3% in annual 
fees), you are also paying the insurance company  (between  1% and 2% 

annually). These products can be toxic, and yet brokers manage to sell 
about  $150  billion  in  new  deposits  each  year.  I  spent more time 
addressing  variable   annuities  in   chapter  2.7,   "Myth   T   'I   Hate
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Annuities, and You Should Too.'" Feel free to flip back for a refresher. 
 
 

Image 
 
 

So let's take a few moments and go a little deeper with each of these 
three options. 

 
 

FIXED ANNUITIES 
 

A fixed  deferred annuity  offers  a specific  guaranteed  rate of return 
(for instance,  3% or 4%) for a specific period  of time (such as five or 
ten years). The money grows tax deferred, and at the end of the term, 
you have a few options. You can walk away with your money, you can 
"roll your money" into a new annuity and keep the tax protection, or 
you  can  convert your  account  balance   into  a  guaranteed lifetime 
income. There are no annual  fees in a fixed deferred annuity. You will 
know in advance what your growth will be at the end of the term. 

Pretty simple,  right?  These  rates of return might not be  terribly 
exciting in today's market, but they change with interest rates. And at 
least this type of annuity has tax efficiency, so handled properly, this 
can increase your net rate of return significantly. 

But let me share with you something quite a bit more interesting: 
 

 
 

THE LONGER YOU WAIT, THE MORE YOU GET 
 

What  if you're  young  and just getting started building  your financial 
future, or you're at a stage of life where you don't need income today 
but you're concerned that your investment  income  may  not last as 
long as you live? Remember, if someone  retires today at 65, he or she 
may have 20 or 30 years of income  needs. Trying to figure out how to 
make  your  money  last that long is a fairly daunting task. So a new 
approach   called    longevity    insurance    has    become    increasingly 
popular.  These products allow you to create income  insurance so that 
you have guaranteed rates of income from, for example,  age 80 or 85
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until your passing.  Knowing you have an income  starting at that later 
stage  gives  you  the freedom  to have  to  plan  for  only  15  years  of 
retirement instead of 20 or 30. Let me give you an example: 

In  a  2012  Wall Street Journal  article  titled  "How  to  Create  a 
Pension  (with a Few Catches)," writer Anne  Tergesen highlights  the 
benefits of putting  away $100,000 today (for a male  age 65) into  a 
deferred fixed-income  annuity.  This  man  has   other  savings   and 
investments, which he thinks will last him to age 85 and get him down 
the mountain safely.  But if he  lives  past 85,  his  income  insurance 
payments will begin, and the amounts he receives will be staggeringly 
large compared with how much he put in. 

"Currently, a 65-year-old man  paying  $100,000 for an immediate 
fixed  annuity  can  get about  $7,600  a year for life  ...  But with  a 
longevity policy [a long-term deferred fixed-income annuity-I know 
the language   is  long]  that  starts issuing  payments at  age  85,  his 
annual  payout will be $63,990,  New York Life says." 

Wow.  At  age   65,   if he   makes  a  onetime deposit of just 
$100,000,  his payments at age  85  are  close to  $64,000 per 
year!  Why is this so  valuable?  Because at age  85,  if he  lives 
another ten or  15  years, he  will get $64,000  every  year, 
dwarfing his initial investment. But the best part is that he has to 
make his initial savings and investments last only 20 years, not 30 or 
35. And with the volatility of markets and the inevitable challenge  of 
sequence  of returns, this task can be challenging for almost anyone. 

I ran these numbers myself, and since I am only 54, my payments 
at age 85 would be $83,000 per year for the same onetime $100,000 
deposit today!  (And you  don't have  to have  a  $100,000 lump-sum 
payment.  It can  be  sizably  smaller,  which  would  also  provide  a 
smaller income.)  That  means  if I live until I am 95, I would  receive 
$830,000  in  payments  (10  years   x   $83,000)  for  my  $100,000 
deposit. And I don't have to wait until age 85 to turn on the income. 
The day I make the deposit,  I'm given a schedule  of what the annual
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income payments will be at any age I want to begin taking income. If I 
felt I needed  or wanted  money  at age 65 or 75, I know  exactly how 
much that's worth to me.is 

Income  insurance,  when  structured  correctly  and  as  part  of an 
overall plan,  is an incredible tool that reverses  or eliminates the risk 
of living too long  and becoming  a burden on your family  members. 
When I met with Alicia Munnell,  director of the Center for Retirement 
Research  at  Boston  College, she  echoed  my  enthusiasm:  "So  many 
people that  I work with are very excited about and positive about  the 
advanced-life   deferred   annuity,   which    is   essentially   longevity 
i.nsurance. " 

At my annual  financial  event in Sun Valley, Idaho,  I interviewed 
famed publisher Steve Forbes. I asked him about his own approach to 
personal  finance, and even he said that he has longevity insurance in 
place! 

One more very cool thing?  The IRS looks very favorably on these 
deferred income  annuities, so you don't have to pay tax on the entire 
income payment (because  a good chunk of the payment is considered 
a return of your original deposit). 

 
 

THE ULTIMATE INCOME SOLUTION 
 

It's been said that if you give a man  a hammer, everything  becomes  a 
nail. This is to say that the solution outlined below, as exciting as it is, 
is not the be-all  and  end-all  solution, nor is it for everyone  or every 
situation.  It's part  of an overall asset  allocation. My objective here is 
to outline a powerful financial product, a hybrid annuity, that gives us 
great  upside  potential during its  growth  phase  but  also  provides  a 
guaranteed lifetime income  down the road, when we crest the top of 
the  mountain and  begin  the  "second act" of our  lives.  It's  called  a 
fixed indexed annuity (FIA). 

To be clear, there are two relatively new types of deferred annuities 
that have surged in popularity since they were introduced in the early
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1990s: 
 
 

1.  the  indexed  annuity,  where  the rate of your return  is tied to a stock 
index, and ... 

2. the even more popular hybrid version, where you get both a 
fixed rate of return and the option of a return tied to the 
growth of the stock market index as  well as  a guaranteed 
lifetime   income  feature.   These   hybrid   annuities    are   more 
commonly  known  as fixed indexed  annuities,  with  a lifetime  income 
rider  or a guaranteed minimum withdrawal  benefit. (I told you we'd 
make sense of this alphabet  soup of financial terms.) 

 
In   2013   alone,   these  annuities  collected   over   $35   billion   in 

deposits. In  fact,  as we were wrapping  up  this  book, fixed  indexed 
annuity deposits were at record levels through the first half of 2014, 
with over $24 billion in new deposits, a 41% growth  over 2013. Why 

this record growth? 
 

 

-Tn  a fixed indexed annuity,  your deposits remain entirely in 
your control. You are not giving up access to your cash. 

• It offers the potential for significantly higher annual returns 
than other safe-money solutions  such as CDs or bonds. 

•  It provides  a  100%  guaranteeev  of your principal-you  can't 
lose money. 

• The  growth is tax-deferred, providing maximum compounded 
growth for the expansion of your Freedom Fund. 

• It provides income insurance, or a guaranteed income for life, 
when you select an optional income rider. 

 

 

As  I alluded  to earlier, these structures offer upside  without  the 
downside.  Gains with no losses. In many ways, they are an antidote to 
the problem of sequence  of returns. 

How do they work? 
First of all, a fixed indexed  annuity is fixed, which means your
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account is  guaranteed never to go  down. No  matter what 
happens, you will  not lose your original deposit.  That's  half 
the  battle!  However,  instead  of getting  a small  guaranteed rate  of 
return like a traditional fixed annuity, your "base account" growth is 
determined by tracking the gains of a stock market  index such as the 
S&P 500. As an example, if the S&P 500 goes up 8% in a given year, 
you would get to keep (or "participate in") a certain percentage of 
that gain, which is typically subject to a cap.  For example, if 
your cap  was 5%, you would receive a 5% credit to your base 
account value.» In other words,  there  is a "cap" or a "ceiling" in 
most  annuities   on  how  much  of  the  gain  you  get  to  keep.  But 
conversely,  if the market goes down in that year, you don't 
lose a dime! 

In recent years, there have been a few unique  products 
that allow you to keep 100%  of the market/index gains and, 
yes,  still avoid the down years!  There is no cap on your upside. 
What's the catch? Instead  of putting  a cap on your annual  gains, the 
insurance  company will share in a small portion  of your gains (1.5%, 

in many cases). So let's say the index/market was up 8% in a given 
year;  you  would  receive  6.5%    added   to  your  account,  and  the 
insurance  company keeps 1.5%.  Or if the market has a stronger year, 
with gains of 14%, you get to keep 12.5%. Many experts I spoke with 
anticipate that these uncapped  annuities may be the future. 

Okay, but what happens  if the market goes down? 
If the market index drops, even if it's one of those nasty 

20%, 30%, or 50% drawdown years, you don't lose a dime. 
You get to avoid all the bad years and only participate  in the up years 
of the market index. 

Now, I know what you are thinking. It's exactly what I was thinking 
when  I  first heard  of these  products:  "How in the world can 
insurance   companies   give    you   the   upside   with   no
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account is  guaranteed never to go  down. No  matter what 
happens, you will  not lose your original deposit.  That's  half 
the  battle!  However,  instead  of getting  a small  guaranteed rate  of 
return like a traditional fixed annuity, your "base account" growth is 
determined by tracking the gains of a stock market  index such as the 
S&P 500. As an example, if the S&P 500 goes up 8% in a given year, 
you would get to keep (or "participate in") a certain percentage of 
that gain, which is typically subject to a cap.  For example, if 
your cap  was 5%, you would receive a 5% credit to your base 
account value.» In other words,  there  is a "cap" or a "ceiling" in 
most  annuities   on  how  much  of  the  gain  you  get  to  keep.  But 
conversely,  if the market goes down in that year, you don't 
lose a dime! 

In recent years, there have been a few unique  products 
that allow you to keep 100%  of the market/index gains and, 
yes,  still avoid the down years!  There is no cap on your upside. 
What's the catch? Instead  of putting  a cap on your annual  gains, the 
insurance  company will share in a small portion  of your gains (1.5%, 

in many cases). So let's say the index/market was up 8% in a given 
year;  you  would  receive  6.5%    added   to  your  account,  and  the 
insurance  company keeps 1.5%.  Or if the market has a stronger year, 
with gains of 14%, you get to keep 12.5%. Many experts I spoke with 
anticipate that these uncapped  annuities may be the future. 

Okay, but what happens  if the market goes down? 
If the market index drops, even if it's one of those nasty 

20%, 30%, or 50% drawdown years, you don't lose a dime. 
You get to avoid all the bad years and only participate  in the up years 
of the market index. 

Now, I know what you are thinking. It's exactly what I was thinking 
when  I  first heard  of these  products:  "How in the world can 
insurance   companies   give    you   the   upside   with   no
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"There  is no magic here,"  said Dr.  Babbel when  I asked him  the 
same  question. He explained  that  the insurance  company  parks  the 
bulk of your money safely in its cash reserves, never actually investing 
it in the stock market. This is how it guarantees  your principal.  The 
remainder  is used to buy "options" on the stock market  index and to 
cover expenses. So if the market is up, you receive your portion of that 
gain. If it goes down, the  options  "expire," but  you don't lose-and 
neither does the insurance  company. Win, win. 

 
 

LOCK IN YOUR GAINS 
 

In addition  to having  the  upside  without  the  downside,  these  FIAs 
have  another  special  benefit.  Look,  we  all love opening  our  stock 
account  statements and seeing our account balance  on the rise.  But 
we never really know if those dollars will truly be ours to spend one 
day or if another  market  drop could wash away those gains. One of 
the huge benefits of an FIA is that each and every year,  any 
gains or upside are locked in, and  now this  becomes  our  new 
floor.  For example,  if I earn  6.5% on my $100,000 account,  I now 
have  $106,500  locked in.  Never  can  I lose that  $6,500   in growth. 
Each  and  every year, the  account  will be  either  flat, because  I am 
guaranteed not to partake  in market losses, or the account will be up. 
Like an elevator that  only goes up, this unique  feature of locking in 
gains each year is a powerful tool for our safe money. 

 
 

INCOME! INCOME! INCOME! 
 

As powerful a tool as these FIAs can be for a safe-money return, it's 
their  ability to simultaneously provide  you a  guaranteed 
lifetime income stream that makes make them so darn attractive. 
And  while  I  like  fixed  indexed  annuities   for  the  reasons   above 
(principal guarantees, tax efficiency, upside without downside), I have 
come to love them  for the  guaranteed income  aspects. This is what 
happens  when we elect to add a guaranteed lifetime income rider. Let
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me translate into English. 
No  matter how  your  account performs,  even  if  it is  flat  or up 

moderately  over many  years, the  addition of a  guaranteed lifetime 
income   rider  ensures   that you  will  receive   a  guaranteed  annual 
income  stream when  you  decide  to turn it on,  regardless   of what 
happens to your base account. 

Get this: I have an annuity in which the income account is 
guaranteed  to grow at 7% per year for  20  years with no 
market risk.  The  day  I  went  to  buy  it,  I  received   an  income 
schedule,  so  that  whenever I  decide  to turn  it  on,  I  will   know 
exactly how much income I am guaranteed for  the rest of 
my  life  (no matter how long I live). And the longer  I wait, the 
more my income  account will grow, and thus, the higher  the income 
payments will be. This account has become  an important part of my 
Security Bucket. Again, sounds  too good to be true, right? I had  my 
fiduciary  advisor dig beneath the surface, and he discovered that not 
only was it legit, but also it was attracting billions  in annual  deposits 
from baby boomers like me. 

After all, who wouldn't want a product with a 7% guaranteed return 
in their income  account  while  simultaneously avoiding  market risk, 
sequence-of-returns risk, and so on? Remember, this was early 2009, 

when  the market was  melting down. There was  seemingly  no  such 
thing as a safe place.  And  other guaranteed vehicles  like CDs came 
with tiny returns. As you probably recall, there was a panic in the air, 
and  people  were scouring the world for financial  safety. I found  out 
later that this specific product became  the fastest-selling  annuity on 
the planet at the time. 

After I made the investment,  my next thought was, "How do I set 
this up for my kids and grandkids? This is too good to be true." 

So  what's   the  catch?  I  came   to  find   out  that  the  insurance 
companies offer this product only if you are in your mid-sos or older. 
They can't offer 7% forever,  so they  give a maximum of 20 years.  If
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you are younger, the insurance company obviously can't afford to give 
you a 7%  return in your income account forever. Also, this annuity 
requires a sizeable lump-sum deposit up front.  I was baffled and 
frustrated. If this product is this powerful for someone my age, it 
would be even more powerful for someone in his 20s, 30s, or 40s who 
has so much time to allow his deposits to compound.  That day,  I 
made it my  mission to create an  affordable  solution for 
younger people. Where else could they build  a secure lifetime 
income plan that would allow them to carve a clear path to financial 

  freedom without all the stress and volatility of the market? 


