
Suppose you invite an actuary to your 65th birthday party. As you blow out the candles, 
you could ask him, in his professional opinion, how many more times you will get to 
perform this ritual. His brow will furrow over. Even if you tell him that he can ignore 
gender, genes, wealth and current health, he will radiate uncertainty. The reason is 
simple: he doesn’t have any idea. According to the Centers for Disease Control, as of 
2019, there was a 50% chance that an individual turning 65 today would live another 
20 years to age 85. But there was a 25% chance that they would make it to 91 and a 5% 
chance they would live another 33 years to age 98.

If, on the other hand, you ask him how long on average Americans celebrating a 65th 
birthday today will live, his face will clear. That’s easy, he’ll say. Almost certainly that 
average will be between 84 and 86 years. 

It is very difficult to estimate how long a specific 65-year old individual 
will live but it is very easy to estimate, on average, how long a large 
group of 65 year olds will live.

Guaranteed income-producing annuities all leverage this simplest of advantages: 
relying on the law of large numbers. This advantage means insurers are inherently able 
to provide higher income streams—and with higher certainty that payments will last a 
lifetime—than the average investor could do for him or herself. An individual has to plan 
for the worst. An insurer only has to plan for the average.

If you are an individual turning 65 today, in order to be 95% sure that you are not 
going to outlive your retirement plan you will need to generate income for 33 years. 
However, an insurance company constructing an annuity only needs to provide an 
income stream that lasts for 21 years. 12 fewer years of payments means the payments 
themselves can reasonably be larger.

High volatility in stocks and interest rates have made retirement income planning 
more challenging than ever. Fortunately, higher rates mean bonds now provide more 
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Source: Centers of Disease Control, National Vital Statistics Report: volume 66, number 4, United States Life 
Tables 2019, J.P. Morgan Asset Management. All information is shown for illustrative purposes only.

An individual has to plan for the worst—but an insurer only has to plan for the average

Exhibit 1: Percentage of 65 year-olds who pass away at each age

0.0
0.5
1.0
1.5

2.0
2.5

3.0
3.5
4.0
4.5
5.0

66 68 70 72 74 76 78 80 82 84 86 88 90 92 94 96 98 100 102 104

Avg. life expectancy of a
65 year-old: 85.4 years

P
er

ce
n

t

Age



This document is a general communication being provided for informational purposes only. It is educational in nature and not designed to be taken as advice 
or a recommendation for any specific investment product, strategy, plan feature or other purpose in any jurisdiction, nor is it a commitment from J.P. Morgan 
Asset Management or any of its subsidiaries to participate in any of the transactions mentioned herein. Any examples used are generic, hypothetical and for 
illustration purposes only. This material does not contain sufficient information to support an investment decision and it should not be relied upon by you in 
evaluating the merits of investing in any securities or products. In addition, users should make an independent assessment of the legal, regulatory, tax, credit, 
and accounting implications and determine, together with their own professional advisers, if any investment mentioned herein is believed to be suitable to their 
personal goals. Investors should ensure that they obtain all available relevant information before making any investment. Any forecasts, figures, opinions or 
investment techniques and strategies set out are for information purposes only, based on certain assumptions and current market conditions and are subject 
to change without prior notice. All information presented herein is considered to be accurate at the time of production, but no warranty of accuracy is given and 
no liability in respect of any error or omission is accepted. It should be noted that investment involves risks, the value of investments and the income from them 
may fluctuate in accordance with market conditions and taxation agreements and investors may not get back the full amount invested. Both past performance 
and yields are not reliable indicators of current and future results. 

Guarantees are subject to the claims-paying ability of the issuing insurer.

J.P. Morgan Asset Management is the brand for the asset management business of JPMorgan Chase & Co. and its affiliates worldwide. 

To the extent permitted by applicable law, we may record telephone calls and monitor electronic communications to comply with our legal and regulatory 
obligations and internal policies. Personal data will be collected, stored and processed by J.P. Morgan Asset Management in accordance with our privacy 
policies at https://am.jpmorgan.com/global/privacy.

This communication is issued in the United States, by J.P. Morgan Investment Management Inc. or J.P. Morgan Alternative Asset Management, Inc., both 
regulated by the Securities and Exchange Commission. 

For U.S. only: If you are a person with a disability and need additional support in viewing the material, please call us at 1-800-343-1113 for assistance.

Copyright 2022 JPMorgan Chase & Co. All rights reserved.

PROD-1122-1333544-AM-MI-MB-ANNUITIES  I  0903c02a8292611f

Next Steps
Please visit the Annuity Insights page to view the latest insights and resources to help clients plan and invest for retirement.

income to portfolios than they have in the past decade 
and lower equity valuations have boosted expectations on 
forward returns. Exhibit 2A demonstrates the basic annuity 
advantage over the “do-it-yourselfer” in an environment 
with 7% expected returns, the relative advantage is 18%. 

However, after inflation stabilizes, the economy may well 
return to an environment of slow economic growth, low 
inflation and low interest rates, an investment climate 
reminiscent of the one that preceded the pandemic. 
Fortunately, even in an environment where rates revert 
lower, the benefits of annuitization are still powerful, 
particularly on a relative basis.

In Exhibit 2B we keep everything the same as in Exhibit 2A 
except we now assume an annual return of 4% rather than 7%. 
The annuity’s relative advantage has risen from 18% to 29%.

 It needs to be stressed that this is a purely hypothetical 
example. However, it illustrates an important point. The 

annuity advantage is based on the idea that an insurance 
company, by averaging across individuals, can safely eat 
into principal more quickly and still be confident of providing 
a lifetime of income for their investors than any individual 
investing for themselves. And when expected returns are 
lower, this return of principal is a correspondingly more 
important share of that income stream.

The annuity landscape is complicated and still evolving 
and investors will always need to examine fees, investment 
choices and a multitude of different features. However, 
as they do so, it is important to first remember the key 
feature that has made annuities one of the most enduring 
investment solutions in the financial landscape. That 
feature is the ability to predict the average life span of a 
large group with far greater accuracy than the specific 
lifespan of any individual, and that advantage persists 
across a wide range of investment environments.
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Whether interest rates remain high or revert lower, annuities offer an advantage

Exhibit 2A: Today’s economy—assumes 7% return Exhibit 2B: “Low growth, low inflation” economy—assumes 4% return

Source: J.P. Morgan Asset Management; data as of January 2023. All information is shown for illustrative purposes only. 
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