2/23 QA  Steven Podnos
Question for personal finance columnist: Are annuities as safe as bank CD's? Is it possible to lose money in an annuity? Are there hidden fees that lower the promised APY?

Mark   Melbourne   259-2532

Good question.  First, most but not all banks have FDIC insurance. Many overseas banks with branches or internet accounts may not have this insurance.  If you pick a bank that does have this insurance, then you are generally covered for $250,000 per person per bank.  I’d limit CD ownership to no more than that amount for that very reason.  Most banks quote an APY and only charge fees if there is a redemption before the maturity of the CD.

Annuities are a completely different animal.  They have no insurance, and you are completely dependent on the solvency and quality of the insurance company.  If you own a variable annuity, then some of the funds might be kept in sub-accounts that actually own the securities you have picked for your investments.  When buying annuities, look for the highest quality companies and the absolute lowest costs.  Annuities are often “sold” with both vague promises and many hidden fees.  Due diligence is an absolute must for these “investments.”
