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No matter how diligently you’ve planned, there may be surprises that pop up once you reach retirement. You
could celebrate more grandchildren than expected, discover an unexpected talent or hobby, or even find a
new love. But one surprise that no one wants during their golden years is learning that their savings won’t last
as long as anticipated.

One way to help ensure that doesn’t happen is by purchasing an annuity. Annuities are financial products that
may offer guaranteed regular payments for the rest of your life or for a set number of years.

While annuities can be a useful tool to secure a comfortable retirement, they’re often misunderstood. Read on
for answers to your questions about how annuities might fit into your retirement plan.

“One surprise that no one wants during their golden years
is learning that their savings won’t last as long as
anticipated. Purchasing an annuity helps ensure that
doesn’t happen.”

How do annuities work?
Annuities are insurance contracts that allow you to potentially grow assets on a tax-deferred basis. Annuities
typically provide a death benefit and may also provide a guaranteed income stream that can last a lifetime.
Generally, annuities can be purchased with fixed, fixed index, or variable investment options.  The terms of the
contract may vary, with the payments starting immediately or at some point in the future, and they may last
for the rest of your life or for a specific number of years.

There are two basic types of annuities: deferred and immediate.

Deferred Annuities: Deferred annuities have two phases: an accumulation (or “savings”) phase and an
annuitization (or “income” or “payout”) phase.  During the accumulation phase, the contract owner pays the
required premiums and the annuity accumulates value.  During this period, the contract owner may also take
partial withdrawals or surrender the contract, if desired.  Deferred annuities are purchased in two ways:

Single premium annuities are established with a single payment.

Flexible premium annuities allow for a series of payments over time.

Immediate Annuities: Immediate annuities are funded through with a single, lump-sum payment and the
income stream begins shortly after the payment is made (within one (1) year of the payment).  Thus, there is
no accumulation phase.  Immediate annuities are primarily used to create guaranteed income streams during
retirement and are often purchased using personal savings or 401(k) retirement savings.

What are some of the benefits of annuities?
Each annuity contract may offer different benefits or features, but here are some important advantages that
annuities may be able to offer:

Unlimited contribution - Depending on limits set by the insurance company, you can contribute as
much as you want to an annuity each year. That makes it an appealing option if you have more cash to
put toward retirement after hitting your 401(k) or Individual Retirement Account (IRA) maximum
limitations.

Tax-deferred growth - During the accumulation phase, the earnings in an annuity accumulate on a tax-
deferred basis, so you won’t owe taxes on potential earnings until you make withdrawals or start
receiving an income.

Multiple income options - There are several ways to access funds in your annuity, including via regular
payments for the rest of your life or payments for a specific number of years. With some annuities, you
also have the option to withdraw assets as you need them.

More flexibility in a retirement portfolio - Having guaranteed income may allow you to take more risks
within your retirement investments, knowing that you have guaranteed lifetime income or to hold onto
investments that have lost value without being forced to sell and lock in losses.

Living & Death Benefits - Annuities are characterized by their ability to provide retirement income that
cannot be outlived during the payout phase. Many annuities also offer optional features – “Living and
Death Benefits” – that provide various guarantees to help protect investors from declining markets and
facilitate legacy planning.

How is an annuity different than life insurance?
Life insurance and annuities are both financial products that can support your retirement plan, but they have
some important differences. While the primary goal of annuities is to provide income throughout your life, the
aim of many life insurance policies is to provide financial security to your loved ones after you’ve passed away.

While it is possible to tap into some permanent life insurance policies once their cash value reaches a certain
level, there is no guarantee that the funding will last for a certain period or for the rest of your life.

Can I leave my annuity to a beneficiary?
It depends on the type of annuity you have. If you have an immediate annuity, in which you’re already
receiving payments, you typically cannot leave it to a beneficiary.

If, on the other hand, you have a deferred annuity, in which you’re receiving payments at a later date, standard
death benefits allow you to leave money to a named beneficiary. Death benefits may provide partial
replacement for the financial support you may have been providing.

What’s the best way to buy an annuity?
There are several ways to purchase an annuity, including directly from an insurance company or through a
licensed insurance agent at a brokerage firm, bank, or other financial institution. Working with an advisor to
purchase your annuity is a smart way to ensure that it meets your broader financial needs and fits in well with
the rest of your retirement plan.
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Investment Products • Not FDIC Insured • No Bank Guarantee • May Lose Value

PLEASE READ THE IMPORTANT DISCLOSURES BELOW.

Banking products and services are provided by Morgan Stanley Private Bank, National Association, Member FDIC.

Annuities are long-term investment vehicles designed for retirement. There are risks involved when investing in an annuity, including possible loss of
principal. Annuities may charge fees and have other conditions, restrictions, and limitations associated with them.

Withdrawal and distributions of taxable amounts from a nonqualified annuity are subject to ordinary income tax and, if made prior to age 59½, may be
subject to an additional 10% federal income tax penalty.

Early withdrawals will reduce the death benefit and cash surrender value. Optional (“customized”) benefits are available for an additional fee.

Investing in an annuity through a tax-advantaged retirement plan such as an IRA will not generate any additional tax advantage from the annuity. Under
these circumstances, the annuity should only be considered because of its other features, such as lifetime income payments and death benefits
protection.

Payment obligations of the issuing insurance company are backed by the financial strength and claims- paying ability of the issuing insurance company.

Morgan Stanley Smith Barney LLC offers insurance products in conjunction with its licensed insurance agency subsidiaries.

An annuity is not a deposit of, or other obligation of, or guaranteed by, the Depository Institution, or an affiliate of the Depository Institution, and involves
investment risk, including the possible loss of value.

All guarantees are backed by the claims-paying ability of the issuing company and do not apply to the underlying portfolio option.

Annuities offered through a retirement plan are long-term investments designed for retirement purposes. If withdrawals are taken prior to age 59 1/2, a
10% federal penalty may apply. Money distributed will be taxed as ordinary income in the year the money is received. Account values fluctuate with market
conditions, and when surrendered the principal may be worth more or less than its original amount invested. An annuity does not provide any additional
tax deferral benefit, as tax deferral is provided by the plan. Annuities are subject to additional fees and expenses to which other tax-qualified funding
vehicles may not be subject. However, an annuity does provide other features and benefits, such as lifetime income payments and death benefits, which
may be valuable to you.

If you are investing in an annuity through a tax-advantaged retirement plan such as an IRA, you  will get no additional tax advantage from the annuity.
Under these circumstances, yout should only consider buying an annuity because of its other features, such as lifetime income payments and death
benefits protection.

Morgan Stanley Smith Barney LLC and its affiliates and their employees (including Financial Advisors and Private Wealth Advisors) are not in the business
of providing tax or legal advice. These materials and any statements contained herein should not be construed as tax or legal advice. Individuals should
consult their personal tax advisor or attorney for matters involving taxation and tax planning and their attorney for matters involving personal trusts and
estate planning.

Securities products and investment advisory services offered by Morgan Stanley Smith Barney LLC, Member SIPC and a Registered Investment Adviser.
Commodity futures and options on futures products and services offered by E*TRADE Futures LLC, Member NFA Stock plan administration solutions and
services offered by E*TRADE Financial Corporate Services, Inc., and are a part of Morgan Stanley at Work. Banking products and services provided by
Morgan Stanley Private Bank, National Association, Member FDIC. All entities are separate but affiliated subsidiaries of Morgan Stanley. E*TRADE from
Morgan Stanley and Morgan Stanley at Work are registered trademarks of Morgan Stanley.

System response and account access times may vary due to a variety of factors, including trading volumes, market conditions, system performance,
and other factors.
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