
Product comparison sales aid content for review
Standard annuity:
A standard, or conventional, annuity is the oldest and most common retirement product sold today.  However, that is not to say it is the most suitable product for most of the people retiring.
Some of the main features:
Guaranteed income:	Will provide a guaranteed income each year for the rest of your life.
Choice of income frequency:	Monthly, quarterly, half yearly or annually in advance or arrears e.g. at the beginning or the end of the month.
Level or escalating: 	Choosing ‘level’ means your income will remain the same for the rest of your life. Or you can choose ‘escalating’ which means your income will increase in line with an index you choose e.g. in line with RPI or a fixed amount e.g. 3% or 5%.  Choosing an indexed (escalating) income will provide some protection against inflation.  However, the starting income will be lower than the level income option but in later years it is likely to provide a higher income each year.

Death benefits:	The annuity income will stop when you die unless you’ve chosen a guaranteed payment period and you die before the end of that period. You also have the option to choose a dependant’s annuity which will continue to be paid to your chosen dependant after you die if they are still alive. There is also an option called Value Protection which will guarantee a certain amount will be paid on your death (or the death of any surviving dependent) less any payments already made.


Options available after purchase:	None


Summary:	

A standard annuity is the one of the simplest and lowest risk products.  However, once purchased it is fixed for life with no further options available.  The more features you select the lower the starting income you will receive and unless you select an escalating/indexed income, you will still be at risk of inflation reducing how much you can buy with your income.





Enhanced annuity:
An enhanced annuity is basically the same as a standard annuity, but may offer a significantly higher income levels based on the health or lifestyle of the policyholder. Current estimates are that 40% or possibly considerably more people taking retirement may qualify for an Enhanced annuity.
Some of the main features:
Health & Lifestyle:	Smokers, people with significant weight issues or medicated conditions such as high blood pressure or high cholesterol may qualify for higher rates.  In addition, potentially life limiting conditions such as heart conditions, strokes, diabetes, neurological conditions, cancers and many more may qualify for significantly higher income.  Over 2,500 conditions currently considered by LV=.
Quotes process:	To obtain a quote for an enhanced annuity, it is necessary to provided as much medical information as possible.  The more information you provide the greater the likelihood you could receive a higher rate.  Medical history is usually verified with a GP after an application is made or after the pension income commences. For more information, speak to your adviser.
Guaranteed income:	Will provide a guaranteed income each year for the rest of your life.
Choice of income frequency:	Monthly, quarterly, half yearly or annually in advance or arrears e.g. at the beginning or the end of the month.
Level or escalating: 	Choosing ‘level’ means your income will remain the same for the rest of your life. Or you can choose ‘escalating’ which means your income will increase in line with an index you choose e.g. in line with RPI or a fixed amount e.g. 3% or 5%.  Choosing an indexed (escalating) income will provide some protection against inflation.  However, the starting income will be lower than the level income option but in later years it is likely to provide a higher income each year.

Death benefits:	The annuity income will stop when you die unless you’ve chosen a guaranteed payment period and you die before the end of that period. You also have the option to choose a dependant’s annuity which will continue to be paid to your chosen dependant after you die if they are still alive. There is also an option called Value Protection which will guarantee a certain amount will be paid on your death (or the death of any surviving dependent) less any payments already made.


Options available after purchase:	None


Summary:	

An enhanced annuity is a simple low risk product that may provide a significantly higher income.  However, once purchased it is fixed for life with no further options available.  The more features you select the lower the starting income you will receive and unless you select an escalating/indexed income, you will still be at risk of inflation reducing how much you can buy with your income.


Investment annuity:
An investment annuity is similar to a standard annuity in that it provides a regular income for life.  However, it invests in a fund, or funds, that can potentially increase your income.  There are a number of different types of investment annuities such as a with-profits annuity which is described below.
Some of the main features:
Starting income:	The starting income is calculated based on the level of the growth you want to assume the investment fund will achieve and the bonuses that will be declared. This is often called the Assumed Bonus Rate or ABR.

Choice of income frequency:	Monthly, Quarterly, Half yearly or annually in advance or arrears e.g. at the beginning or the end of the month.

With-profits fund:	Investment in a with-profits fund is an option suited to some people retiring and looking to invest for potential growth. This can provide some protection against the impact of inflation should the investment perform well.  However, if you select a high starting income with a high ABR there is a risk that your income could fall.

Future income and bonuses:	If the bonuses declared are higher than you assumed (higher than your ABR), your income will go up.  However, if the bonuses declared are lower, your income may go down.

Guaranteed minimum income:	Many investment annuities provide a guaranteed minimum income which means that if your income does fall, it will not fall below this level.  This reduces the risk of how far your income could fall.  The level of this type of guarantee may vary for different products so ask your adviser for more information.  Some products also provide a lock-in feature that increases the guaranteed minimum income if you receive an increase in your income.  Ask your adviser for further information.

Death benefits:	Your annuity income will stop when you die unless you’ve chosen a guaranteed payment period and you die before the end of that period. You also have the option to choose a dependant’s annuity which will continue to be paid to your chosen dependant after you die if they are still alive. There is also an option called Value Protection which will guarantee a certain amount will be paid on your death (or the death of any surviving dependent) less any payments already made.

Options available after purchase:	Options vary between products but common options include: 
	The option to change your Assumed Bonus Rate, should you wish to change the balance between your income level and the potential for growth.
	Option to convert the product to a standard annuity.

Other types of investment annuity:	Other types of investment annuity are available including unit-linked and ‘3rd way’ products.  These have varying features and levels of security depending on the investment funds and product features.  Ask your adviser for further information.


Summary:	

Once purchased there are a number of options available although you will no longer own or have access to your pension fund.  The more features you select the lower the starting income you will receive.  The higher the starting income and higher anticipated bonus rate you select, the higher the risk of inflation reducing how much you will be able to buy with your income in the future.




Fixed term annuity:
A fixed term annuity is as the title suggests i.e. it provides an income for a fixed period of time after which you get back a lump sum to buy another product.
Some of the main features:
Guaranteed income:	Will provide a guaranteed income each year for the term you have selected e.g. 3-25years (range available varies by product).
Choice of income frequency:	Monthly, quarterly, half yearly or annually in advance or arrears e.g. at the beginning or the end of the month.
Level or escalating: 	
	Choosing ‘level’ means your income will remain the same for the rest of your life. Or you can choose ‘escalating’ which means your income will increase in line with an index you choose e.g. in line with RPI or a fixed amount e.g. 3% or 5%.  Choosing an indexed (escalating) income will provide some protection against inflation.  However, the starting income will be lower than the level income option but in later years it is likely to provide a higher income each year.


Death benefits:	The annuity income will stop if you die within the term unless you’ve chosen a guaranteed payment period and you die before the end of that period. You also have the option to choose a dependant’s annuity which will continue to be paid to your chosen dependant after you die if they are still alive. There is also an option called Value Protection which will guarantee a certain amount will be paid on your death (or the death of any surviving dependent) less any payments already made.

Maturity value:	At the end of the term, a lump sum will be available to buy another retirement income product. This could for example be another fixed term contract, a lifetime annuity (e.g. standard or investment annuity), and enhanced annuity or an income drawdown product.  Considering the total income you will receive plus the maturity value will tell me how much in total you will get back from your product.  Considering this with other risks and opportunities will help you assess your options.  Speak to your adviser for further information.

Options at the end of the term:	If annuity rates change during the period of your fixed term, you may get less than the income you could have got at the beginning of the term.  However, if annuity rates have increased e.g. due to your age or if you are eligible for an enhanced annuity due to a new health issue, you may get more.


Summary:	

During the term of the contract you are guaranteed to receive the agreed level of income.  However, at the end of the term the fund you have remaining may be smaller than the fund you started with.  There is a risk that the level of income you can get at the end of the term will be different (Higher or lower).  Speak to your adviser for further information.



Drawdown
Drawdown is the one product where you keep a direct link and ownership of your pension fund.  You choose how and where it is invested and you draw an income from the fund.  If your fund(s) perform badly, your fund value and your income will go down but if it performs well, it will increase.
Some of the main features:
Investment options:	Depending on which product you buy, you will have a choice of investment options from managed funds, secure investments such as gilts to specific company shares and even property.  The choice and costs of funds varies from product to product.  Drawdown products can have the highest potential for growth but also can have the highest potential risk depending on the fund or portfolio of investments you select.
Income:	Income is not guaranteed. You are able to withdraw an income from your fund within limits set by the government known as the GAD rates. There are a number of options for how income can be taken and may vary by product.
No Guarantees:	The GAD limits are set to prevent pension funds being drawn too quickly and leaving the policyholder experiencing future income difficulties.  There are usually no guarantees in drawdown products so income can fall significantly if too much income is taken or the investments perform badly. However, some of the funds available within the product may be low risk or have guarantees.
Death benefits:	Upon your death, your fund is available as a lump sum to your beneficiary or your estate.  However, this lump sum is subject to tax which is currently 55%.

Future options:	At any term, you have the option to take your fund as a lump sum to buy another retirement income product. This could for example be a fixed term contract or a lifetime annuity (e.g. standard or investment annuity).  
	If annuity rates change during the time you are invested in a drawdown product, you may get less than the income you could have got at the beginning of the term.  However, if your fund has increased, annuity rates have increased e.g. due to your age or if you are eligible for an enhanced annuity due to a new health issue, you may get more.

Charges:	Drawdown products may have higher charges than other products and for this reason, if purchased with a small pension fund a lot of growth may need to be achieved before any increase in the fund or income is achieved.  This also means that any small funds have a higher risk of the fund and income going down. For more information on the impact of charges and the size of your fund, ask your adviser.


Other points to consider when selecting a retirement income product

· Any income is taxed as earned income under the Pay As You Earn (PAYE) system.  
· You have the right to use an Open Market Option to buy an annuity from another provider as you may get considerably more than your pension provider will offer you.
· You can buy alternative products at retirement.
· You can normally buy an income anytime from age 55 but buying early may not give you the best income to suit your needs.
· Very large pension funds may be subject to government lifetime income limits (speak to your adviser for more details)

Summary:
Drawdown has the highest potential for growth but the highest potential risk depending on the investment options selected.  In addition, the level of charges is more suited to larger funds.  For customers with a sufficiently large fund and a positive attitude to risk, drawdown may be a suitable option.
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