
Last month I discussed types of 
annuities and mentioned some of 
the annuity myths we often hear. 
I think you’ll see that with a little 
common sense and knowledge about 
the different annuity products, why 
I can’t help but laugh at these myths 
spewed out by those who usually 
don’t have a clue and don’t understand 
that everyone is not in love with 
Wall Street all the time! At JDS, we 
use annuities mainly for two specific 
reasons: guaranteed income or safe 
growth. The big trick is using the right 
kind for the right reason, for the right 

people. Below are my elaborations or 
responses on the first few myths. 

A) “Annuities are bad”: The answer to this is both yes and no. Annuities can 
be great or they can be terrible. It depends on the particular contract and the 
situation in which it is being used. In my opinion, it’s just downright stupid 
to make blanket statements about any investment tool or savings product! 
Education is the key, because there is no perfect investment product! 
Different tools are designed for different jobs. It’s really that simple. You 
have to figure out the job before you pick the appropriate tool and assess its 
performance. Would you consider a hammer to be “bad” for not being able 
to cut a piece of wood in half? 

B) “Annuities lock up your money”: Yes, annuities have surrender schedules 
and penalties for early withdrawal, but they do typically allow 10% - 20% 
in penalty free withdrawals each year. Keep in mind that those penalties are 
waived upon death, so your heirs won’t have to worry about being penalized 
if you die before the end of the term. Penalties range from 5% - 20% in 
the first year and will decrease to 0% over the surrender period. Now, 
compare that to a market investment strategy. Say you invest $100k and a 
year later it’s only worth $80k because the stock market crashed (which is a 
real possibility). Is that investment liquid at that point? The answer is yes, 
but at what cost? Yea, you guessed it, a 20% loss! So the likelihood of you 
cashing it in at that point is what? Probably not very high, because you don’t 
want to “lock in your losses”. We’ve all heard that one, right? So, in effect, 
your “liquid investment” isn’t really all that liquid unless you decide to sell 
and “lock in your loss”, right? I bring this example up, because liquidity 
is a matter of perspective. The markets can take your money away just as 
fast (or faster) as a surrender charge on an annuity. The difference is that 
you have some control over whether you get hit with a surrender and you 
know the charges upfront. You can’t say the same for market losses. You 
have absolutely no control over the markets. You just have to ride the ride 
until you decide to get off. 

C) “Annuities have high fees”: This is another good one, like all annuities 
are exactly the same? I don’t understand how all annuities get lumped into 
one category by those that have their own personal agenda and don’t have 
a clue what they’re talking about, because if they knew anything about 
annuities they wouldn’t say these ridiculous things! Sorry, I had to vent. 
Typically, variable annuities are the ones that have been known to have high 
fees, but that’s not always the case. We’ve seen VA fees range from 2% to 
as high as 8%. 2% is not that bad, but 8% is ridiculous! Yes, other types of 
annuities can have fees, but they’re usually not very high and you are going 
to be getting something for the fees. So again, get the facts and don’t make 
blanket assumptions. 

Well, it looks like I’ve run out of space and will have to tackle the last three 
myths next month, so stay tuned. Speaking of tuning in, be sure to tune in 
to “The Safe Harbor Retirement Planning Show” every Saturday at 10am 
and Wednesday at 8am on WSIC AM 1400 & FM 100.7. Also, feel free to 
check out our website for a ton of information, lists of our free reports, our 
uploaded radio shows, to request copy of my book “Finding Safe Harbor in 
Retirement” or a free consultation, or to sign up for any of our upcoming 
seminars.  

Make sure to read next month’s article for the answers to the last three 
annuity myths. I think we’ll all have a little more fun, and maybe we can 
bring some more educational value to our readers.

And, as always, remember:  The purpose of the money dictates where you 
put it!

Until next month,

James D. Stillman
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