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The Alliance for Lifetime Income is a nonprofit organization committed to educating consumers about the 
value and importance of protected income through annuities. Part of our commitment includes making the 
language of annuities simpler and more transparent.

We realize that annuities, like most other financial products, can be difficult to understand, which is why we’ve 
created a glossary of terms and definitions to help simplify and demystify some of the language used when 
describing annuities. We believe increasing transparency and reducing this complexity will help you make bet-
ter decisions about annuities, which can lead to better outcomes in your retirement planning.

This is the second edition to our glossary, including additional terms and language from our first edition.

ANNUITIES LANGUAGE
GLOSSARY 
MAKING ANNUITIES EASIER TO UNDERSTAND

Guarantees associated with annuities are subject to the claims-paying ability of the issuing insurance company. This glossary is intended to provide a general summary, in 
non-technical terms, of certain concepts relating to annuities. It is not intended to provide investment, legal or tax guidance, and should not be relied upon as such. You should 
consult with a financial advisor prior to making any investment decisions.



3

©
 A

lli
an

ce
 fo

r L
ife

tim
e 

nc
om

e

A
Account value
Accumulation phase
Advisor
Annual lock (when referencing  
	 fixed indexed annuities)
Annuity
Annuity owner
Appetite for risk

B
Beneficiary
Benefit
Benefit to your heirs
Bonus

C
Cap
Charge
Commission
Contract value
Cost
Cost basis
Covered person(s)
Covering your [essentials,  
	 basic needs, non negotiables]
Crediting strategy

D
Death benefit
Decumulation phase
Deferral bonus
Deferred income annuity 
	 (Longevity annuity)
Degree of certainty
Discretionary expenses vs.  
	 non discretionary expenses
Distribution phase
Diversification
Dollar cost average

F
Family protection
Fee
Fee based annuity
Financial advisor
Financial consultant
Financial empowerment

Financial future
Financial independence
Financial priorities
Fixed account
Fixed annuity
Fixed indexed annuity
Free amount

G
Growth period
Guaranteed income
Guaranteed lifetime withdrawal benefit
Guaranteed minimum crediting rate

I
Immediate income annuity
Income base
Income stage
Index
Index participation rate
Interest rate floor (when referencing  
	 fixed annuities)
Investment divisions
Investor confidence

J
Joint life

L
Legacy
Legacy benefit
Legacy protection benefit
Life changes 
Life priorities
Life transition
Liquidity risk
Living benefits
Longevity risk

M
Market risk
Market value adjustment
Market volatility
Minimum guaranteed surrender value

N
Needs and wants

O
Option 

P
Participation rate
Penalty free withdrawal amount
Performance trigger
Period certain
Premium
Price 
Product
Purchase payments 

Q
Qualified dollars (when referencing  
	 annuities)
Qualified money (when referencing  
	 annuities)

R
Required minimum distribution
Retirement
Retirement goals
Rider
Risk adjusted returns
Risk appropriateness
Risk tolerance
Roll up

S
Saving for retirement
Sequence of returns risk
Solution
Spending phase
Spousal continuation
Spread
Strategy
Subaccounts
Sustainable withdrawal rate

V
Variable annuity
Variable portfolios
Vehicle

W
Waiver
Withdrawal base
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*The extent to which Protected Lifetime Income is guaranteed will depend upon the claims-paying ability of the insurer that issues the annuity.


























