
It’s common to have questions while planning for retirement. One question to ask: Will I have enough 
income to cover daily expenses—and for how long? Purchasing an annuity as part of your retirement plan 
might help you create guaranteed income for life, helping you feel stable and secure during retirement.

Annuities 101

Comparing annuities: 

Income Annuities Fixed Annuities Variable Annuities1

Used for Securing predictable income Building wealth Building wealth

Similar to A pension2 A CD Fund investment

Benefits Lifetime income A fixed interest rate Tax-deferred growth potential

What’s an annuity?
An annuity is an investment issued by insurance companies that can be used to help build a guaranteed 
income stream or a retirement nest egg. Annuities come in many varieties, helping investors reach diverse 
retirement goals.

How does it work?
Depending on the type of annuity, a person can purchase one with a lump sum of money or contribute to the 
account over time. There are four basic types of annuities: immediate fixed, immediate variable, deferred                   
fixed, and deferred variable. Which category a specific annuity falls into generally depends on two factors: 
when the payments from the annuity begin and the type of investment options included with the annuity.1

How an annuity investment may potentially grow              
Contributions to certain annuities may grow in a couple 
of different ways: through interest rates (a fixed rate of 
return) and by investing contributions in the market 
(a variable rate of return).

When payments will be received                           
Receive payments immediately after paying an 
insurer a lump sum (a single premium immediate 
annuity), or receive monthly payments in the future 
(a deferred income annuity).



Some subcategories of income annuity types include:

Single Premium Immediate 
Annuity (SPIA)

An immediate fixed annuity purchased with a lump-sum investment that 
provides a guaranteed income stream. Payments begin on a date selected 
by the investor—either immediately or within 12 months of the investment. 
Income is based on the fixed interest rate in effect at the time of purchase. 
Immediate fixed annuities generally offer limited or no access to assets.

Deferred Income Annuity (DIA) A fixed or variable annuity that allows a person to invest either with a
lump sum or incrementally over time. Payouts typically begin on a future 
date chosen by the investor—generally between 13 months and 40 years 
after the initial purchase. Deferred income annuities are irrevocable, have no 
cash surrender value, and do not permit withdrawals.

Qualified Longevity Annuity 
Contracts (QLAC)

A deferred fixed income annuity that allows funds from a qualified retirement 
plan—such as a 401(k), 403(b), or a traditional IRA—to be converted into an 
annuity. Income is based on a fixed interest rate that reflects estimated interest 
rates and the length of the deferral period. A QLAC may have limited inflation 
protection. Once purchased, it is irreversible: the funds are locked in for the 
agreed-upon payout schedule, with no cash value and no option for early 
withdrawal.

Guaranteed Lifetime Withdrawal 
Benefit (GLWB)

An optional rider that may be added to a variable annuity for an additional 
fee. It provides protection against market losses and guarantees lifetime 
withdrawals at a fixed percentage, even if the underlying investments 
perform poorly or if the account balance is depleted. Income is based on a 
predetermined withdrawal rate. A GLWB can provide guaranteed income for 
life through the withdrawal benefit, but it is subject to fees, restrictions, and 
limitations that vary by product.

Type Description

What’s next? 
There are a variety of lifetime income options that 
might help support you during retirement. Your 
employer may have made these available to you 
via your Fidelity benefits.

Explore the Guaranteed Income Estimator to see 
how monthly guaranteed income could help.

Contact your MD or account executive to find out more about 
Guaranteed Income

A deeper dive into annuity types

Learn more

Annuities might help provide 
security and stability in retirement.

https://netbenefits.com/GIE


1Investing in a variable annuity involves risk of loss. Investment returns, contract value, and—for variable income annuities—payment amounts 
are not guaranteed and will fluctuate.

2Pension benefits are guaranteed by the plan sponsor unless the sponsor transfers the liability to a third-party insurance company. Unlike pensions, 
annuities must be purchased and have associated costs and expenses.

Keep in mind that investing involves risk. The value of your investment will fluctuate over time, and you may gain or lose money.

Past performance is no guarantee of future results.

Annuity guarantees are subject to the claims-paying ability of the issuing insurance company.

In order to provide an income stream, there is no or limited access to assets.

Information provided in this document is for informational and educational purposes only. To the extent that any investment information in this 
material is deemed to be a recommendation, it is not meant to be impartial investment advice or advice in a fiduciary capacity, and it is not intended 
to be used as a primary basis for your or your client’s investment decisions. Fidelity and its representatives may have a conflict of interest in the 
products or services mentioned in this material because they have a financial interest in them, and receive compensation, directly or indirectly, in 
connection with the management, distribution, and/or servicing of these products or services, including Fidelity funds, certain third-party funds and 
products, and certain investment services.
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