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When you decided to purchase an annuity, you may have intended it to be a significant part of your retirement income, and you required a method that would allow you to save money and taxes. Perhaps you wanted to eliminate the possibility of outliving your savings. So you essentially signed a contract with an insurance company. You could have made a single payment to the insurance company or a series of payments.

In exchange, the insurance company agreed to make payments to you either immediately or at a future date specified by you. Annuities typically provide a tax-deferred increase in your earnings. The insurance company may have included a death benefit, which will pay your beneficiary a guaranteed minimum amount, which could be the full purchase amount.

There are several factors to consider before transferring or selling your annuity. One of them is the amount of taxes you'll have to pay when you sell the annuity. Another consideration is the type of annuity you purchased. Will selling your annuity benefit you or hurt you? You should also consider why you are thinking about selling your annuity.

Once you've decided to purchase an annuity, you'll notice that there are three major types to choose from: fixed, variable, and equity-indexed annuities. In case you're unfamiliar, here's a breakdown of the various annuities.

A fixed annuity is a popular savings and retirement tool. The fixed annuity is suitable for long-term investors who prefer the security of a guaranteed return with no risk. Your principal will never be lost. The insurance company will invest in low-risk assets to provide a guaranteed return on investment with a fixed annuity.

Aside from the guaranteed, consistent growth, a fixed annuity also has tax advantages. With a fixed annuity, you can defer all income and principal taxes into the future. The basic structure of a fixed annuity is divided into two stages. The first stage is the period of long-term accumulation or growth. The actual payout phase is the second stage. The fixed annuity will be paid out in monthly installments or in a lump sum. If you prefer, you can roll over the annuity into another annuity with no tax liabilities.

The variable annuity differs from the fixed annuity in that you can choose how you want to invest your purchase money or payments. When it comes to investing, you will have several options to choose from. When it comes time to pay out, your rate of pay, as well as the amount of payments, will vary. Everything will be determined by the success of your investment choices.

An equity-indexed annuity is a type of annuity. Whether you make a lump sum or a series of payments during the growth period, the insurance company will credit you with profit based on changes in an equity index, such as the S & amp; P 500 Composite Stock Price Index. The insurance company, on the other hand, guarantees a minimum return, which will vary. When your annuity has completed the growth period, the insurance company will make payments to you in accordance with the terms of your contract, or you can elect to receive the full value of your contract in one lump sum.

The Securities and Exchange Commission (SEC) regulates all variable annuities. Fixed annuities, on the other hand, are not considered securities. Is the equity-indexed annuity considered a security or not?
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Chapter 1: Your Annuity Can Be A Tax Bomb
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Annuities are a good way to save money by deferring tax payments until later in the future. When you begin drawing money from the annuity, you will begin paying taxes on those payments. If you receive your money in small amounts, your tax amount will be smaller and easier to manage. However, it goes without saying that if you are requesting the money in a large lump sum, or even a partial amount, the amount of tax you are required to pay on the amount will make you reel. This is why it is best not to sell your annuity and continue receiving monthly payments for the duration of the contract. It does not reduce the amount of taxes that must be paid; it simply makes the process easier.

When the owner of the annuity dies, a big surprise usually occurs. If a loved one dies and leaves an annuity to an heir, it is the only asset that is not passed on to the heir tax-free, as can happen with other assets. As a result, when the heir receives the annuity, the entire amount will be taxed.

There are large sums of money in annuities right now that are intended to go to the children of the person who purchased the annuity. The tax bill will come as a huge surprise to everyone involved. It is not uncommon for tax-deferred money that would have been subject to a relatively low income tax rate to earn taxes of 33% or higher when passed on to an heir. The original owner had no intention of the inheritance becoming a windfall for the IRS rather than the heir who was supposed to receive the money. To avoid this, you must devise alternative plans.

A special life insurance policy is an alternative to an annuity if you have a fairly large sum of money you want to pass to your children or heirs. It is intended for maximum cash growth, which will replicate the level of annuity accumulation. People who want to leave their savings to their children after they die will find that the after-tax benefits are much higher if the money was accumulated in life insurance rather than an annuity. The money will include the account's value as well as an additional amount of life insurance benefits, which will also be paid to the beneficiary. This money is distributed to your heirs tax-free. This is the best way to save money for your heirs after your death.

When people realize the benefits of a life insurance policy over an annuity, they may decide to make a switch. You can not convert your annuity to a life insurance policy without incurring tax taxes. If you decide to make a change, it is better to do so sooner rather than later. The lower the amount of money to be transferred, the lower the amount of taxes to be paid.

When it is included in a life insurance policy, it will begin to grow in the same way that an annuity does. When the remainder of the money is placed into the life insurance policy, the amount of taxes paid plus will be earned by closing out the annuity and paying the taxes while the amount is still small.

This scenario can be viewed in a variety of ways, depending on your individual needs, current health, and other personal factors. Provisions, such as nursing home and convalescent care, can be written into these policies to provide care prior to the insured party's death. The insured party will have a larger amount of the insurance policy available to cover the cost of such care if it is required. The remainder would be paid to the insured party's heirs upon his or her death.
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Chapter 2: Is It In Your Best Interest To Sell?
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It may be in your best interest to sell your annuity at times, but it may not be in your best interest at other times. "Homework" is something you will want to do. You will want to base your decision on information that will assist you in making the best decision for your situation. Making the decision to sell without first gathering information is not a wise move on your part.

It is sometimes best to seek the advice of a professional. The qualified professional will use his financial knowledge to provide you with an unbiased opinion based on your situation.

You should be aware that if your pay out date is 20 years from now, no one will give you a large amount of money and wait 20 years for their investment return. If you have not yet received your structured settlement, you should consider why you want a lump sum of money. You may want to double-check that it is a genuine need rather than a frivolous whim. This method can lead to major financial blunders.

Selling your annuity may be a good idea if you can make a better investment elsewhere. If you have an equity-index annuity, it may be best to invest it elsewhere. Keep in mind, however, that the insurance company guarantees you a minimum return on your investment in an equity-indexed annuity.

If you have decided to sell your annuity, you will want to consider the bottom line and determine how much you will receive for
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