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WORDS THAT WORK WHEN
TALKING ABOUT ANNUITIES
by Allan Kunigis
It’s no secret that the world of annuities includes a complex array of terms.
Understanding their meaning has been a
challenge both to financial professionals
and the consumers they’re trying to help.

John Q. Public doesn’t live in that world.”

Before long, the professional becomes
comfortable with the jargon. But for
the consumer wrestling with important
decisions about protected income, the conventional language of annuities has been a
constant deterrent to understanding.

It’s a collection of more than 45 terms for

“Because annuities are partly investment
and partly insurance, they involve contractual obligations, which means they’re
written from a legal standpoint,” says Mike
Harris, Educational Advisor to the Alliance
for Lifetime Income.

Alliance’s commitments to make the lan-

“Plus, we create them inside this world that
we’re familiar with, so we get comfortable
with a certain level of legalese or jargon. But

tance of annuities and protected lifetime

Enter the Alliance’s latest project, the
“Annuities Language Glossary: Speaking in
the Language of Consumers.

financial professionals to use with prospects and clients to help them clearly and
quickly understand the key features and
benefits of annuities.
The glossary project supports two of the
guage of annuities understandable:
“To simplify and clarify the complex
language we use.”



“To clearly illustrate the value and imporincome in providing retirement security
to millions of unprotected Americans.”
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KEEPING IT SIMPLE
The crux of the problem is that when consumers are confused and uncertain, they
don’t act. They need clarity and confidence
before they will be comfortable enough to
buy any product, even one that industry
insiders might feel is so good that it should
sell itself.
Harris points to the word “rider” as a good
example of the challenge. “What’s a rider?”
asks Harris. “What does it ride on? It’s one
of those terms that has typically gotten in
the way.”
Rider may seem innocuous and fairly simple
to industry insiders. Yet it typically means
nothing to annuity prospects or clients.
“So, let’s think about what a rider does,
Harris says. “It’s connected to your contract. You can take it or leave it, maybe add
it now or remove it later. Essentially, it’s an
optional benefit. So, let’s call it that—an
optional benefit. That way, we don’t need
to explain that it rides on the contracts. We
don’t need to remove the term ‘rider’ from
our internal discussions, but when explaining the concept to a client, let’s use a better,

clearer way to describe what that rider is
and what it does.”
HOW TO SOLVE THIS CHALLENGE? LISTEN
TO CONSUMERS
To make the language of annuities simple,
easy to understand, and transparent to
the general public, the Alliance conducted
extensive research, including a nationwide
survey and tested proposed terms with
1,000 consumers. The result: identification
of problem words and phrases as well as
better, clearer, more effective alternatives
that resonate with the public.
“When we speak in language that people
can understand, we not only make annuities
more relatable and understandable, but we
can also improve decision making, leading
to better outcomes for tens of millions of
Americans,” the Alliance explains in a discussion guide that accompanies the glossary.
SOME ALTERNATIVES TO CONSIDER USING
The glossary and accompanying discussion
guide flag a number of commonly used terms
and suggests alternatives that financial professionals can consider using instead. For example:

Instead of…

Say this…

Why

Financial independence

Financial security

Easier to understand

Market volatility

Market ups and downs

Simple, straightforward

Guaranteed income

Protected lifetime income

Stronger, more relevant,
doesn’t trigger need for
disclosures

Annuitant

Annuity owner

More personal, easier to
grasp quickly
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Similarly, other examples include:

REPLACE FEAR WITH TRUST



Here are some other general tips:

Instead of referring to a “subaccount,”
use the term “investment options.”

Replace fear-related phrases with trust-building terms that connect with client goals and
positive aspirations. Consider messages,
such as:



Create a comfortable retirement.

While “death benefit” might sound
confusing and have a negative tone,
“beneficiary benefit” puts a more positive spin on the product feature.



Maintain your lifestyle.



Make sure your family is taken care of
when you die.



A “surrender charge” is classic industry jargon. But an “early withdrawal
fee” tells consumers exactly what they
can expect: If they make an early withdrawal, they’ll pay a fee.



Retire the way you want to.



Rather than the life stages of financial
“accumulation” and “distribution,” why
not use the much simpler and briefer
“growth” and “income” phases? First
you grow your money and then take it
as income.



Try to use these simple, direct words and
phrases to help you quickly and effectively
connect with prospects and clients.
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Rather than use the term “qualified
deduction,” which means something to
an industry insider, make it clearer by
saying “funded with pre-tax dollars.”

For advisors

“Once we see things from the perspective
of the layperson, we can get out of our
own way,” Harris said. “It’s like cleaning the
windshield so you can see more clearly what
you’re looking at and understand it better
and more intuitively. Ultimately, our goal is
to help consumers understand this better
and make good decisions.”

Many successful financial professionals
have started to make this change toward
clearer and simpler client communication. So, these tools can help you continue
to do so even more effectively.

Download glossary and discussion guide
To read and download the Annuities Language
Glossary and the Annuities Language Discussion
Guide, visit Resources.RetireYourRisk.org.

The analyses and other information in this report along with all accompanying material including, but not limited to, data in Excel files
(“Milliman Report”) constitutes a complex, technical body of analytical work. Any viewer of the Milliman Report must possess, or be advised
by someone who possesses, a substantial level of expertise in the areas relevant to its contents, in order to appreciate the significance of
the methods, models, and assumptions used in generating the information provided.
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