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Have you recently received advice to buy 
a variable deferred annuity? Financial services 
professionals trying to sell these products will use 
phrases such as “guaranteed income for life” – 
“won’t outlive your assets” – “a win-win situation.” 
While on the surface this may sound very appealing, 
the fact is they’re extremely complex investments 
that require a great deal of scrutiny. Many times 
they land up being better deals for the people who 
sell them (and receive a commission) because so 
many investors don’t understand what they’re 
buying!

If you receive advice to buy one, make sure you take 
the time to gain a basic understanding of the 
features and benefits so you can truly decide 
whether investing in them is worth the cost. That’s 
right, you pay a price – and you pay it annually 
(deducted straight from your investment account). 
Traditionally the tab for these products has been 
quite high, but there’s nothing wrong with paying 
more – as long as you’re given a fair chance to 
understand what it is you’re buying! You should be 
given what’s called a prospectus. This is the 
document that describes all the details of the 
annuity, along with the costs. So if someone 
tells you that you’re going to get “guaranteed 
income for life,” - read the prospectus carefully to

understand exactly what this means. For instance 
look for more details that can help answer some of 
these questions: 

How big will the income payments be? How are 
the payments calculated?

Can I control the size and timing of my income 
payments?

How much will this feature cost me?

What happens to my investment account once I 
start receiving these payments?

What happens to the payments when I die?

Thumbing through (and trying to make sense of) a 
150 page prospectus may not exactly be your idea 
of a “fair chance” – but take the time to do it 
before you decide to sign on the dotted line – it’s 
that important! Do not rely solely on the 
explanation provided by the individual trying to 
sell you the annuity unless they can reference it in 
the prospectus.  If you still need (or want) some 
help, then seek a second opinion from a qualified 
professional (preferably one not in the business of 
selling these products). Also, if you don’t receive a 
written list of all the costs (including any 
applicable surrender charges), refer to the 
prospectus first and then request written 
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confirmation from the seller. 

Once you start digging and asking some questions 
(based on the facts detailed in the prospectus) you’ll 
be in a much better position to decide if a variable 
deferred annuity is really right for you.  Remember, 
products like these generally come at a high price – 
although you never see the money coming out of 
your investment account year-after-year; trust me it 
does – and it adds up.


