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Not seeing what you need? Give us a call at 800-628-6011 or send us 
an email at counselor@navymutual.org. We're here to help.

Please note: The Navy Mutual Annuity LookBook is meant to be a basic instructive 
guide, with information that generally applies to most situations, and should not be 
construed as tax advice. It is not meant to replace the services of a financial planner, 
insurance counselor, or tax adviser. Programs mentioned and other information 
contained in this LookBook may change on occasion.



At Navy Mutual, we are dedicated to helping veterans, servicemembers, and their families achieve financial stability. 
Sometimes, that means supporting loved ones should anything happen to our Members. Other times, it means helping 
our Members retire with dignity. When it comes to planning for your retirement, an annuity can be one of the most 
powerful tools in your arsenal. While annuities can seem complicated, they are surprisingly simple.

An annuity is a contract that allows you to contribute a series of premium deposits or a lump-sum amount to an 
insurance company in exchange for the guarantee of interest accumulation and options for future income payments. 
Annuities are most commonly used to accumulate assets for retirement purposes or to generate guaranteed income 
during your lifetime or the lifetime of your beneficiary.

There are three reasons why an individual may choose to purchase a Navy Mutual annuity:

1. Safety: Annuities can provide guaranteed income for the duration of your entire life. This is different from your IRA, 
401(k), or TSP, where it is possible for your withdrawals to cause a zero balance. Annuity payments will never cause a 
zero balance if you choose a life income payout option.

2. Ease: You know how much money you will get each month (quarter, year) from an annuity, making budgeting simple. 
Furthermore, once you have made your premium deposit(s), you will receive your payments without having to log in 
to any accounts to move money around.

3. Tax Savings: Premium contributions are made with after-tax dollars; when those deposits are ultimately returned in 
income payments, a portion is tax free – this is known as an exclusion ratio. This means that the owner gained more 
interest due to tax deferral while accumulating and pays fewer taxes in retirement when income payments begin.

What Are Annuities?

Did You Know?

80% of financial advisers say that guaranteed 
lifetime income features have had a positive 
impact on their clients.

Source: Insured Retirement Institute
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Single Premium

A single premium annuity is funded through 
one lump-sum payment.  Often this lump 
sum comes from liquidating other assets 
such as a 401(k), an IRA, home equity, or an 
investment portfolio.

Installment Premium

An installment premium annuity allows you 
to make future payments in addition to your 
initial premium contribution. It is funded 
over time through additional scheduled or 
unscheduled premium contributions and is a 
great option for those who are still working 
but want to secure a fixed income stream as 
part of their retirement savings plan.

Deferred annuities are often funded in an installment premium 
model but could be used to safely grow a lump-sum deposit as well. 
Immediate annuities are always funded with a lump-sum deposit.

Deferred vs. Immediate Annuities

Any annuity contract can be classified in one of two ways:

• A deferred annuity pays you in the future. It is designed to grow a sum of money in a tax-advantaged way, with the 
option to initiate income payments later on. Prior to the distribution of payments, earnings accumulate on a tax-
deferred basis, meaning that you do not pay any taxes on interest earned until you begin to receive payments from 
the annuity.

• An immediate annuity starts a guaranteed income stream right away, with payments beginning within one year of 
the contract purchase date. Immediate annuities are funded with a lump-sum deposit and are typically used as a tool 
to spread out income taxation or reduce the risk of outliving assets.

Funding an Annuity

There are two different payment models for annuities. You can either pay a single premium or make payments on a more 
flexible installment plan.

counselor@navymutual.org 800-628-6011/ 2 /



How Are Premium Contributions Invested?

While annuities are not investments in the traditional sense, your premium deposits will be invested by the insurer to 
increase the value of the annuity. There are three models for investing the principal.

Fixed
Guaranteed return

With a fixed annuity, you deposit a lump sum or series of premium 
contributions with an insurance company and receive guaranteed 
principal and interest payments in the future. Your principal 
contribution is guaranteed to not decrease. The insurance 
company can provide these guarantees because it invests your 
money primarily in bonds or other conservative, fixed investment 
instruments. This type of annuity typically offers the lowest risk, and 
often provides a higher interest rate than a savings account, Money 
Market account, or Certificate of Deposit (CD).

Indexed
Hybrid return

An indexed annuity embodies some of the characteristics of 
both fixed and variable annuities. Like a fixed annuity, indexed 
annuities offer a guaranteed minimum interest rate, but they could 
potentially credit an interest rate linked to performance of a market 
index, such as the S&P 500. In years when the market does well, 
the annuity credits an interest rate higher than the guaranteed 
minimum, but in years when the market does poorly, the annuity 
is credited the guaranteed interest rate – which may be lower than 
that of a fixed annuity. There are several types of indexing methods 
used to calculate interest credits within this type of annuity and 
larger administration charges required to support contractual 
guarantees, so it is important to understand not just which index an 
annuity may be linked to, but also the methodology used.

Variable
Performance-based return

With a variable annuity, you are investing directly in stock (equity) 
assets and choose the underlying investment portfolio, so the 
annuity’s value fluctuates up and down based on changes in 
those asset prices. If the portfolio of investments performs well, 
your returns may outperform those of a fixed or indexed annuity. 
However, if they do not perform well because of poor market 
conditions or contribution and distribution timing, your investment 
principal is exposed to risk of loss. While the risk is higher with a 
variable annuity than with a fixed annuity, there is also the potential 
for a higher reward.
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Payout Options

Unlike other assets, an annuity contract offers the unique ability to create a guaranteed stream of lifelong income that 
cannot be outlived. However, there are distribution options that can be customized to create a bridge of income for a 
temporary period of time or adapt to unexpected lump-sum distribution needs as well.

With a Navy Mutual annuity, you can elect to receive income using any of these payout options:

Lump Sum You receive the entire accumulated cash value as a single payment, 
with the tax even on any gain incurred within that tax year.

Fixed Period You receive payments for a set period ranging from one to 30 
years. Payments stop once this period is complete. If you were to 
pass away during the selected period, a designated beneficiary 
would receive the remainder of the payments, ending at the 
previously agreed-upon time. This income option allows you to 
surrender all or a portion of the remaining lump-sum value; in the 
case of a partial surrender, continued income is recalculated for the 
remainder of the fixed period.

Life Income with 
No Death Benefit

You receive the highest monthly life income, with payments that 
are guaranteed for the remainder of your life. Payments stop upon 
your death.

Life Income with 
“Period Certain”

You receive guaranteed payments for the duration of your life. If 
you were to pass away during the period certain, a predetermined 
period of time after which no payments to a beneficiary will be 
made, a designated beneficiary would receive the payments for 
the remainder of the period certain. You may choose a period 
certain of five, 10, 15, or 20 years.

Joint and Survivor 
Income

You and a joint annuitant receive guaranteed payments until one 
of you passes away. At that time, the survivor continues to receive 
a percentage (either 50%, 67%, or 100%) of the original payment 
amount until their death. The percentage of the original income 
payment that will be paid to the surviving annuitant is chosen at 
the time of purchase.
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Annuity Types and Basic Features

Variable Fixed

Deferred Immediate Single Premium 
Deferred

Single Premium 
Immediate

Installment 
Premium 
Deferred

Are funds locked-
in for a specifi c 
period of time?

Maybe Maybe

Different lock-in 
periods are often 

available, with 
higher interest rates 

accompanying 
longer lock-in 

periods.

Funded with an 
initial lump-sum 
contribution

Maybe Maybe

Tax-deferred 
growth

Penalties for early 
withdrawal

Typically yes; check 
with the insurer to 

learn more.

Typically yes; check 
with the insurer to 

learn more.

Navy Mutual offers 
a 30-day free look 

period during 
which there are no 

penalties.

Navy Mutual offers 
a 30-day free look 

period during 
which there are no 

penalties.

With Navy Mutual, 
you can terminate 
this annuity at any 

time without paying 
surrender fees.

Has a guaranteed 
interest rate

Requires a 
minimum deposit 
amount Check with the 

insurer to learn 
more.

Check with the 
insurer to learn 

more.

Navy Mutual 
requires a deposit 
of at least $10,000.

Navy Mutual 
requires a deposit 
of at least $10,000.

Navy Mutual 
requires a minimum 
deposit of at least 
$100. Subsequent 

deposits must be at 
least $25 each.

Can additional 
deposits be 
made? At Navy Mutual, 

deposits of a least 
$25 can be made at 

any time.

Multiple payout 
options

Check with the 
insurer to learn 

more.

Check with the 
insurer to learn 

more.

Note: Annuities differ between companies. It is important to contact the life insurance companies 
that you are considering directly to learn more about the features of their products.
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Is an Annuity Right for You?

While annuities have numerous benefits, like guaranteed interest rates, guaranteed return of principal, and tax-deferred 
growth, they aren’t right for everyone. Review our checklist; if any of the below sound like you, it may be time to consider 
an annuity.

You are close to retirement age or retired.

A fixed annuity can provide guaranteed income for the remainder of your life. Unlike your other savings and 
retirement accounts, which you could outlive, you cannot outlive an annuity so long as you choose a “life income” 
payment option. If you are at all worried about budgeting in retirement, an annuity can make your life easier by 
guaranteeing a certain amount of income each month. You’ll receive this in addition to any Social Security benefits 
or pension funds as well as distributions from retirement accounts.

Note: While immediate annuities are more often used by people in retirement, deferred annuities gain maximum 
advantage if started early to allow for a longer accumulation phase. With Navy Mutual’s Single Premium Deferred 
Annuity you can choose a five, seven, or 10-year lock-in period, which guarantees your interest rate for that duration.

You have funds in a savings account or certificate of deposit earning a low interest rate.

You may get a higher rate of return if you were to put your money toward an annuity instead of letting it sit in an 
account with an interest rate that may not keep up with inflation. An annuity also provides a guaranteed interest 
rate – something you will not find as a feature of a savings account.

You would like the option to receive guaranteed income for the duration of your life.

With an annuity, provided you select a “life income” payout option, you will receive guaranteed monthly payments 
for the remainder of your life.

You have a low risk tolerance and like to earn at least a guaranteed minimum interest rate on your investment.

If you are risk-averse, an annuity may be the right fit for you, since annuities reduce overall portfolio risk while 
providing for a predictable and steady growth of assets – regardless of market volatility and fluctuations. This 
means that your money will grow safely and at a guaranteed rate without you having to worry about the economy or 
conditions outside of your control.

You would like a tax-deferred investment.

Deferred annuities grow in a tax-deferred manner, meaning that you are not required to pay taxes on any of your 
earnings until you begin receiving distributions. Over time, this can save you a substantial amount of money. Other 
tax-deferred investment vehicles, like traditional IRAs, have low limits on how much money you can contribute to 
the account.

You like the flexibility of investing outside of a retirement account.

If you regularly max out your retirement account contributions and have extra money that you would like to put toward 
a low-risk savings vehicle, an annuity can be used to safely grow a sum of money for a temporary period of time.

You need to begin required minimum distributions (RMDs) on a retirement account, but would like that 
money to continue to grow.

While you could choose to put money from your RMDs into a savings account, you are likely to get higher interest 
rates with an annuity instead – while still avoiding market volatility.

Annuities sound more complex than they are. If you think an annuity may be right for 
you, discuss your options with an insurance counselor or a financial planner.
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We’re Here to Help.

Whether you have questions or concerns, or are ready to take the next step, Navy Mutual is here to help. Living on a 
fixed income during retirement can be a difficult adjustment. Ultimately, annuities are a way for you to secure a lifetime of 
guaranteed income to help you make the most of your hard-earned retirement years.

For over 140 years, Navy Mutual has been providing affordable life insurance and annuities to active duty and retired 
servicemembers. We’re here when you and your loved ones need us most. We’re with you for life.

Questions?
Contact Us

800-628-6011

counselor@navymutual.org
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