What is an annuity?
An annuity is a long-term contract with an insurance company. You make a premium payment or a series of payments, and in return, your premium can be used to provide income payments or can grow in value over time to be used later as income. Many annuities are used to help manage the risk of outliving your savings.

How much should I put into my annuity?
This should be a discussion you have with your agent or financial advisor. Many people will use available retirement funds or excess income to put into an annuity. Annuities can postpone paying income taxes on the growth in the account value, but other vehicles are available that provide tax advantages. You should also consider how quickly you may want to use the money because you may pay penalties for withdrawing money soon after purchase.

Immediate annuity vs deferred annuity?
The key differences between these types of annuities are when and if you take guaranteed income payments. An immediate annuity is a long-term insurance contract with an insurance company where you pay a single lump sum in exchange for guaranteed, ongoing income. A deferred annuity is an insurance contract with an insurance company that will accumulate the premium you pay in during an accumulation phase and can provide lifetime income during the payout phase (also may be referred to as annuitization or withdrawal) should you choose to take payments. 

Immediate annuities—SPIA vs DIA?
The key difference is when you want your guaranteed income to start. SPIA means single premium immediate annuity. SPIAs generally use a lump sum premium payment (or short series of payments made within one year) in exchange for a guaranteed stream of income that starts within one month of the premium payment up to one year from date of purchase. DIA means deferred income annuity. DIAs generally use a lump sum premium payment (or short series of payments made within one year) in exchange for a guaranteed stream of income that starts in the future usually at a specific age or number of years you designate. With both SPIAs and DIAs, you generally cannot access your funds as a lump sum once payments are scheduled, and payments continue to your lifetime or the period specified. 

Deferred Annuities—Fixed vs Variable
The key difference here is what your premiums are invested in. Fixed annuities do not invest your premium directly into a security and the investment risk is taken by the insurance company. Your annuity (sometimes referred to as a multi-year guarantee annuity or MYGA) will be credited a specific rate set by the company which can change over time but will never be lower than the guaranteed rate stated in your annuity contract. Variable annuities allow you to invest directly into a security and the investment risk is taken by you. Your annuity will be credited a rate dependent upon what you choose to invest in and how it performs, positive or negative.



Deferred Annuities—Fixed Indexed annuities and Registered Indexed-Linked annuities
The key difference here is how much you get when the index return is positive and how much you lose when the index return is negative. Fixed Indexed annuities (FIA) are a type of fixed deferred annuity where credited rates are based on the performance of an index rather than a specific credited rate set by the company, but the company can limit how much of the index return is credited to your policy. FIAs will never allow your account value to lose money because the index return is negative. Registered index-linked annuities (RILA), also known as indexed-linked variable annuities (ILVA), are a type of variable deferred annuity that will credit interest based on an index performance but will limit how much you lose when the index return is negative, so you can lose money because of the index performance. Because you can be credited a negative interest rate, RILA/ILVA are considered investments similar to variable annuities.

When can you access your account value?
If you purchase a SPIA or DIA or choose to annuitize your deferred annuity, you are very limited in your access to the account value. Most deferred annuities (fixed, indexed, RILA or variable) have a surrender charge period for a specified amount of time (5-10 years) after purchase during the accumulation phase. These charges generally decrease over time. During the accumulation phase of your deferred annuity, you may be able to withdraw some money from your account value without incurring insurance company charges, generally up to 10% of your account value. If you need to take out more, a surrender charge could apply. 

Understand the application process
You can apply for an annuity through an insurance company representative, such as an agent or financial advisor licensed to sell the annuity on behalf of the insurance company. Some examples of where a representative could sell an annuity include a bank, a financial investment platform, and an insurance company office branch. The application will ask for basic information, such as your name, address, and date of birth. It will also ask who the annuitant is, which is the person who should receive any income stream payments from the annuity. This is typically you, but you may designate someone else to be the annuitant.
 
Insurance companies pay agents a commission for selling an annuity. You can ask how much the insurance agent expects to be paid by selling you any annuity. The agent should be acting in your best interest and help you understand why any recommended annuity fits your financial needs.

Choose a beneficiary
A beneficiary is the person(s) or organization(s) you name to receive any remaining annuity benefits. You may be asked for the Social Security or tax identification number for any beneficiary you designate. 



Evaluate your contract
An illustration is a tool used by the agent to help you understand how your annuity product works. The illustration shows you various features of your annuity product and how they work under a specific set of assumptions, including the guarantees from the annuity contract, if any. These assumptions are not what the insurance company guarantees or anticipates will happen, so it is not a guarantee of how the annuity or its features will perform in the future. Illustrations may show you different amounts of interest that may be credited to your accumulation value or different payment outcomes during the income phase. Illustrations will show you the fees associated with your annuity and have details and important disclosures about how the fees and features of your annuity work. You should understand what is guaranteed for your annuity and what is able to change or is not guaranteed.

After you buy an annuity
Read your contract carefully.
After you carefully read your contract, you should be able to answer the following important questions:
· Is your personal information correct?
· Do you know what items in the contract can change and when they can change?
· How will interest be credited to my annuity?
· Are there any features that I did not expect or understand?

Your insurance company representative can help you understand anything that isn’t clear.

If you are not satisfied with your new contract, you can return it for a full refund within a certain period, usually 10 days after you receive it. The review period usually is stated on the first page of the contract.

Review your annuity contract every few years
Review your contract with your insurance agent, financial advisor, or an insurance company representative every few years to keep up with changes in your policy and your needs. 
• Have the benefits changed since your policy was issued? 
• Do the benefits or potential benefits still meet your needs? 
• If you have a deferred annuity in the accumulation phase, are you concerned with the account value growth? 

The insurance company can provide policy statements to help with this review. As the contract owner, you can change beneficiaries at no cost. Be sure to review your beneficiaries every few years, especially after major life events that affect your annuity needs.
