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Understanding Fixed Indexed Annuities

A Comprehensive Guide for Consumers

What Is a Fixed Indexed Annuity (FIA)?

A Fixed Indexed Annuity (FIA) is a retirement contract with an insurance company that provides:
o Safety of principal (your money is protected from market losses)
e Growth potential (linked to a market index, like the S&P 500)
o Tax-deferred growth (earnings compound faster since you don’t pay taxes until withdrawal)

e Optionalincome for life

~ Think of an FIA as the middle ground between a safe fixed annuity and a market-based investment.
You don’t lose money when the market drops, but you can earn more than a standard fixed annuity when
the market rises.

How Do FIAs Work?
1. You purchase an annuity contract with an insurance company.
2. Your money earns interest based on the performance of a chosen market index (like the S&P 500).
3. You can’t lose money due to market downturns — your principal is guaranteed.

4. When the market goes up, you earn interest, subject to limits (caps, spreads, or participation
rates).

5. When the market goes down, your account is protected — you simply earn 0% that period, not a
loss.

Common FIA Features
e Principal Protection > Your money is safe from market losses.
¢ Growth Linked to an Index > Performance tied to a market index, but you’re not directly invested.
e Income Options > Riders can provide guaranteed lifetime income.
¢ Tax Deferral » Earnings grow without annual taxes.

« Death Benefit > Protects your beneficiaries if you pass away.
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Key Terms to Understand
e Cap Rate » The maximum interest you can earn in a crediting period.
o Participation Rate > The percentage of the index’s growth you earn.
e Spread/Margin > The portion the insurance company keeps before crediting your account.

e Surrender Period > The length of time (often 5-10 years) you agree to keep your money in the
annuity. Early withdrawals may face penalties.

Why People Choose FlAs
. Protection from market downturns
. Potential to earn more than a CD or fixed annuity
. Reliable retirement income you can’t outlive
. Tax-deferred growth without stock market risk
. Peace of mind knowing your principal is safe
Pros and Cons of FlAs
Pros
e Principal protection
e Growth potential linked to an index
e Guaranteed income options
o Taxdeferral

o Death benefits for heirs

e Returns limited by caps, spreads, or participation rates
e Possible surrender charges for early withdrawals
¢ Growth may be lower than direct market investments

e Optionalriders may add costs
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Is an FIA Right for You? (Checklist)

1 Do you want growth potential without market risk?

1 Do you want to protect your retirement savings from losses?
1 Do you want a guaranteed income option in retirement?

1 Do you want your money to grow tax-deferred?

1 Do you want to leave a benefit for your heirs?

If you answered “yes” to 3 or more, a Fixed Indexed Annuity may be a good fit.
Why Work With an Advisor?
An advisor helps you:

e Compare FIA contracts, caps, spreads, and participation rates

e Selecttheright index strategies for your goals

e Decideifincome riders are appropriate

e Avoid surrender charges and liquidity problems

e Align the FIA with your retirement plan

Final Thoughts

A Fixed Indexed Annuity offers the balance of safety and growth many retirees want. It protects your
principal while providing growth opportunities and optional lifetime income.

For many, FIAs provide peace of mind, reliable growth, and retirement income security.

Next Steps

If you want to explore whether an FlA is right for your retirement, contact a Safe Money Expert:

https://safemoneymix.com/contact/index.html

ll-l.
% Book a meeting

This guide is for educational purposes only and does not constitute financial, tax, or legal advice. Please
consult with a licensed professional before making any financial decisions.
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