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Why Annuities Help
and
Fiduciary-Only Harms

Ordinary People

Annuities Protect Retirement Savings
Annuities are indispensable, especially for middle-income Americans.

75%
$70,000

receive up to

$18,000

in annuity income each year

is the average annual income of those with annuity contracts.

Americans are living longer and working in
dynamic ways, making retirement planning more
challenging than ever before. Annuities protect
savings and provide lifetime income, and this kind
of guarantee is unavailable anywhere else in the
marketplace. In effect, annuities are personal
pensions that guarantee retirees won’t outlive their
savings. The result is certainty and peace of mind
about financial security through retirement.

"Retirees with a
Guaranteed Income
Are Happier, Live
Longer"
December 24, 2020
Kiplinger

There are several types of annuities, with a variety of options, so consumers can
customize their individual retirement planning.
For example, annuities can be used to save on a tax-deferred basis over a long period of
time, with options to invest conservatively, aggressively, or in a combination of the two.
They are designed to be used at retirement to turn a portion or all, in certain
circumstances, of a person’s retirement savings into a guaranteed “paycheck for life.”
A feature unique to annuities compared to other financial tools is their lifetime income
guarantee.
Several factors come into play when considering an annuity:
the importance of long-term certainty, as opposed to short-term investment gains or
losses in a volatile stock market.
diverse needs, expectations, and risk tolerance.
the value middle-income retirees place on guaranteed annuity payments to accompany
Social Security benefits for the rest of their lives.
Retirees with a guaranteed lifetime income are happier and live longer, Kiplinger magazine
reported in December 2020.
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Annuity Buyers Are Safeguarded by
State, Federal Consumer Protections
By May 2022, nearly 25 states had passed enhanced standard of conduct requirements to
boost consumer protections for annuity buyers. These state rules come in the wake of a
federal appellate court’s decision to overturn the 2016 U.S. Labor Department regulation
mandating all financial professionals to act as fiduciaries, which limited most Americans’
access to financial professionals.
The new state-based conduct standards align with “Regulation Best Interest” adopted by
the Securities and Exchange Commission (SEC) in 2018. Both the SEC and state standards
increase disclosure to consumers and require financial professionals to act in the best
interest of their customers. They achieve new consumer protections without shutting out
middle-income savers from access to financial information and guidance.

Lifetime Income Benefits Retirees
While big investment returns are appealing in the short-term, long-term financial needs
and risk management are crucial to smart retirement planning. Annuities address core
retirement needs, according to 2021 research, “Protected Retirement Income and Planning
Study,” by the Alliance for Lifetime Income and CANNEX.
The key function of annuities is to ensure retirement security. Annuities encourage
retirement savings in working years and, regardless of market conditions, provide income
on a steady basis like defined benefit pensions.

Over two-thirds of annuityowning households
are headed by someone age 65 or older.
Variable annuities = market returns while guaranteeing lifetime income.
Fixed annuities = interest earned at a guaranteed rate while securing a steady stream of
income that can’t be outlived.
Index annuities = earnings tied to an equity-based index rate with guarantees of principle
and lifetime income.
Index-linked annuities = value tied to an equity-based index with
guarantees limiting downside risk and lifetime income.
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Retirees and Savers Have Diverse
Needs, Expectations, Risk Tolerance
Identifying the right annuity to fit a saver’s financial circumstances requires the guidance
of a financial professional.
For example, a healthy 55-year old expecting to live
another 30 years or more may need to plan as much
when deciding on an annuity as when buying a
house. Annuities are a major purchase that can help
navigate potential risks in retirement, including
medical emergencies, market drops, inflation, the
death of a spouse or partner, and more.
Education and planning is key to retirement security, and cookie-cutter approaches fall
short. Retirees and soon-to-be-retirees don't necessarily share the same needs and
expectations, and tolerance for market risks.
As a result, finding the right annuity to meet individual needs and expectations is typically
not a quick process. The cost of an annuity is realized up front and properly determined
for the long life of the annuity.

Most Annuity Owners Value
Annuity Guarantees
Research by the Gallup Organization and Greenwald found nearly 90% of annuity owners
consider guaranteed lifetime income to be valuable. Additional research by MetLife, as well
as a separate Greenwald study conducted with Cannex, affirmed annuities’ continued
appeal to retirees and workers planning for retirement.

9 out of 10 retirees
and pre-retirees
feel that guaranteed monthly
income in retirement is very
important or absolutely
essential.
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The Negative Impact of the
2016 Fiduciary-Only Regulation
The U.S. Department of Labor’s 2016 fiduciary-only regulation harmed ordinary Americans.
By mandating a one-size-fits-all approach to retirement planning services, the rule
deprived middle-income retirement savers of important financial guidance. The regulation
prompted several firms to implement account minimum standards starting at $250,000,
while others eliminated commission-based arrangements altogether in favor of more
expensive, actively managed, fee-based arrangements.
The chilling effect of the regulation – with its advocacy of fiduciaries at the expense of
commission-based financial professionals who typically offer annuities – negatively
impacted retirement savers’ opportunities to purchase annuities, the only financial product
that guarantees lifetime income.
Access to information improved after a federal appellate court decision in 2018 that
overturned the regulation, and the annuity marketplace has rebounded. The Secure
Retirement Institute ® reported in January that 2021 annuity sales were at their highest
since 2008.
In February, the real-life benefit to annuities was made clear in research by MetLife,
"Second Paycheck or Pot of Gold Study." The research finds that one in three retirees who
take a lump sum from their 401(k) or other defined contribution retirement plan depleted
their lump sum, on average, in five years. These retirees and many other similarly situated
Americans would do better financially by locking in a lifetime income stream through an
annuity.
The long-term financial security of millions of retirees and retirement savers will be
diminished if a fiduciary-only regulation is re-established.
Cannex and Greenwald Research reported in “Diverging Attitudes About Life Income in the
COVID-19 Era, 2021," that in August 2020:

76 percent of 55 to 75 year-olds agreed
“it is especially important for people over 50 to have a strategy to
protect their portfolio against significant investment loss.”

63 percent of respondents agreed
“guaranteed lifetime income in addition to Social Security is
‘highly valuable.’"
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What You Should Know About
Annuity Owners
Annuity Owner Profile (national)
Income
The median total income of annuity-owning
households is $70,000.
Half of annuity-owning households have an
annual total income between $43,000 and
$127,000.
75% of annuity-owning households have a
total income of $127,000 or less.
Age
Over two-thirds of annuity-owning households are headed by someone age 65 or older.
Of Note
16.6% of annuity-owning households own a business, compared to 13.4% of all
households.
21.5% of annuity-owning households include a member who has served in the military,
compared to 16.7% of all households.

Why do People Buy Annuities? (national)
• According to LLC Global, Americans buy annuities to
manage the uncertainties of retirement:
43% of annuity buyers are “guarantee seekers.”
Strong preference for guaranteed lifetime
income.
Investment risk tolerance is low.
Trust advisors and financial institutions.
34% of annuity buyers are “estate builders.”
Investment growth is important.
High risk tolerance.
Trust advisors and financial institutions.
Want control of asset management.
23% of annuity buyers are “asset protectors.”
Preservation of principal is their primary goal.
Low risk tolerance.
Trust in advisors and financial institutions is
mixed.
Like guaranteed rate of return, and income
limited to interest and dividends.

Annuities relieve the
risks and burdens of
managing assets in
retirement that can
last decades for so
many.
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Greenwald Research
The American Council of Life Insurers (ACLI) asked Greenwald Research to measure
consumer views on access to financial professionals for those nearing or in retirement,
ages 55 to 70, with life savings between $25,000 to $235,000. These savers are in the lower
half of financial wealth when compared to all Americans of their age.
Respondents were asked about a range of issues affecting their lives today, their
thoughts about accessing financial guidance, and their views toward guaranteed lifetime
income with annuities.
Survey participants included a diverse mix of racial and ethnic backgrounds who all either
rely on, or plan within a year, to seek the assistance of financial services based on
commissions rather than engagement with financial professionals who work based on
ongoing, monthly fees and typically serve wealthy clients
Key findings:
Those surveyed are approaching or in the early years of retirement, are concerned
about their financial security, and feel they lack the knowledge to effectively plan for
the future without the guidance from a financial professional.
These vulnerable savers overwhelmingly value access to financial professionals who
receive compensation by commission and feel they would be negatively affected
without the guidance.
Fully 85% believe they have at least a somewhat great need for financial guidance
from a professional. Of those without a financial professional, almost all (98%)
believe it would be beneficial to work with one.
Respondents who work with a financial professional are overwhelmingly satisfied
with them.
90% say they are satisfied with their professional’s expertise
88% with how well the professional looks out for their best interests
94% say they are confident their professional has good motivations.
Two-thirds of all respondents say their ability to do a variety of financial actions
would be impacted negatively if they did not have access to financial guidance,
including their ability to manage savings and select the best financial products
(68%) and their ability to do financial planning (68%).
Respondents are clearly opposed to government regulation that would result in
shutting out the average saver by restricting the way financial professionals are
compensated.
Seven in 10 view this guaranteed lifetime income supplementing Social Security as
valuable and express strong interest in these products.
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Additional Source Materials
Data and information not directly cited in “Why Annuities Help and Fiduciary Only Harms Ordinary
People” can be found:
Page 2
75% of annuity income recipients receive up to $18,000 yearly.
Source: ACLI analysis of the 2019 Federal Reserve Survey of Consumer Finances. The
question posed to respondents was: “How much income did you (or your family living here)
receive from all the annuities [that you own]?”
$70,000 is the average income of an annuity contract owner.
Source: ACLI analysis of the 2019 Federal Reserve Survey of Consumer Finances.
Page 3
By April 2022, nearly 25 states had passed enhanced standards of conduct rules that boost
consumer protections for annuity buyers.
Source: ACLI tabulation based on state law enactments or state regulatory adoptions of
best interest standards based on the National Association of Insurance Commissioners’
2020 enhancements to its Suitability in Annuity Transactions Model Regulation.
Over two-thirds of annuity-owning households are headed by someone age 65 or older.
Source: ACLI analysis of the 2019 Federal Reserve Survey of Consumer Finances.
Page 5
The regulation prompted several firms to implement account minimum standards starting at
$250,000.
Source: March 7, 2017, J.P. Morgan letter to client, May 17, 2017, letter from Merrill Lynch to
client, July 24, 2017, letter from TD Ameritrade to client. These letters included by ACLI in its
July 21, 2017, comment letter to the Employee Benefits Securities Administration on RIN
1210-AB82 – Request for Information Regarding the Fiduciary Rule and Prohibited
Transaction Exemptions. Also:
“A Complete List of Brokers and Their Approach to the Fiduciary Rule,” February 6, 2017.
“New Retirement Rule Is Delayed, Not its Impact,” Wall Street Journal, April 8, 2017
Page 6
The median total household income of annuity-owning households is $70,000.
Half of annuity-owning households have an annual total household income between $43,000
and $127,000.
75% of annuity-owning households have a total income of $127,000 or less.
Over two-thirds of annuity-owning households are headed by someone age 65 or older.
16.6% of annuity-owning households own a business, compared to 13.4% of all households.
21.5% of annuity-owning households include a member who has served in the military,
compared to 16.7% of all households.
Source: ACLI analysis of the 2019 Federal Reserve Survey of Consumer Finances.
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