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3% per year.

1  If this tread continues, something 
that costs you $1,000 today could cost $1,340 in 
10 years. The price could go up to $1,806 in 20 
years.  However, these numbers are only averages, 
and do not take into account retirees’ unique needs 
that can leave them especially vulnerable to 
inflation.   

 

According to the above mentioned 
government figures, rising prices could possibly 
affect older consumers more than their younger 
counterparts. This is because they typically spend 
a higher percentage of their income on medical 
care, which increased an average of 5.5% over the 
past 20 years.¹ Yet some people might think that 
they will not live long enough after retirement to 
worry much about higher prices. The experts’ 
statistics, however, conflict with this outlook.    

    
The Social Security Administration’s life 

expectancy for a 65 year old is 16 years  for a male 
and 19 years for a female.2  Also, a news release 
issued by the National Center for Health Statistics 
stated that Americans are living longer than ever. 
This claim was based on a report on deaths 
prepared by the Centers for Disease Control and 
Prevention that concluded life expectancy rose 

                                                 
1. Bureau of Labor Statistics, 1985-2004, 
http://www.bls.gov/cpi/home.htm  
2. http://www.ssa.gov/OACT/STATS/table4c6.html  

from 77.3 years in 2002, to 77.6 years in 2003.3   
 

If you receive Social Security, that income is 
intended to keep up with inflation. However, most 
people can’t live comfortably on this check alone. 
And if you have a pension, it might include a cost-
of-living allowance.  But what about the income 
from your investments? Will it keep up with rising 
prices for the remainder of your lifetime? 

 

One idea is an inflation-adjusted annuity. As 
with any other fixed, immediate annuity, you 
would put in a lump sum in exchange for a 
guaranteed income. What makes this investment 
unique is that the payments go up with an inflation 
factor, such as the consumer price index (CPI). To 
get this option, you will have to accept initial 
payments that are lower than those from a 
standard, fixed immediate annuity. Therefore, you 
need to do some comparison calculations to see 
how long it would take the inflation-adjusted 
payments to exceed the fixed payments based on 
several inflation rates.  

 

Some companies offer a similar type of 
annuity in which the payments have preset annual 
increases to offset rising inflation. The increases 
can range from 1% to 5% and are selected when 
you make your investment. This way, you know 
exactly how much income you’ll receive each 
year. The beginning payments are lower than what 
you might receive from a fixed immediate annuity, 
but are generally higher than those from an 
inflation-adjusted annuity.  

 
A third way to help protect against rising 
                                                 

3.http://www.cdc.gov/nchs/pressroom/05facts/lifeexp
ectancy.htm  
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prices is to buy a fixed-payment immediate 
annuity, and then put aside a set amount of the 
income each month. This money would then be 
available to meet your additional future needs. 
Please note, however, that annuities are designed 
for long-term investing, and ordinary federal 
income taxes and a 10% tax penalty could apply to 
withdrawals taken prior to age 59 ½.   

 

Annuity benefits and guarantees are based 
upon the claims-paying ability, and financial 
strength of the underlying insurance company, and 
are not government insured. Additionally, one 
should remember that annuity surrender charges 
are often based on the time the insured has been 
invested in the annuity, and surrender schedules 
vary from company to company.  I always 
recommend investors consult with their own 
qualified tax and financial advisors prior to 
making any investment decision. 

 

If you are concerned about how you will pay 
your bills in the future because of rising prices, 
please complete and return the enclosed coupon 
for a proposal. 

Split Annuity Taxation 
 
An investment’s return is what most people 

analyze each year. But what really counts is how 
much you hold on to after ta



 
 
 

 

 
 

Get this Valuable Free Information 
 
 
 
 

 
 
 
 

Please send me information on these items mentioned in your newsletter: 
 

 I would like to learn more about protecting my portfolio from increasing inflation. 
 Please send me details about reducing my social security income from taxation. 

 
 

I would like to have a copy of these booklets (enclose $1 for each) 
 

 Avoid Mistakes in Buying Long-Term Care Insurance 
 Annuity Owner Opportunities (a must read if you own an annuity) 
 Mistakes in Selecting Mutual Funds 
 Six Ways Retirees Can Cut Taxes 
 IRA Distribution Mistakes 
 CD Shoppers’ Guide 

 
I think these people would like to receive your newsletter and an invitation to your next public 
presentation:  

 
 
Name               
 
Address              

Name               

Address              
 
(Please provide names and addresses with zip codes.) 

Mail back to: 
Matt DiVirgilio 
252 Maple Street 
Lynn, MA 01904 


