
Variable products have become increasingly
popular in recent years. They allow you to
manage investment risk and offer you the
opportunity to reach your long-term goals.

The good news is that there are lots of these
investment choices available today. At
the same time, you need to know and
understand more about investment products
and risks. You also need to feel confident in
the knowledge and expertise of your financial
services representative. You will have a lot
of contact with this person and, in all
likelihood, develop a long-term relationship.

Investment Product Choices

These are the most common investment
products: 

Mutual Funds are groups of individual
stocks, bonds, or other securities managed
by investment companies. Mutual funds can
offer control over the amount of risk
assumed, a variety of investment choices,
and opportunity for growth. Today, billions
of dollars are invested in mutual funds each
year and 37.4 million households own a
mutual fund investment.1

Variable Annuities, despite their recent
popularity, have been around for more
than 43 years.2 Variable annuities are
contracts between you and an insurance
company, in which you allocate a premium
among a number of investment divisions.
The contract provides for a guaranteed
stream of income in the form of annuity
payments beginning on a date you select.
Money in a variable annuity accumulates
on a tax-deferred basis –– you pay taxes
only when the money is withdrawn or
paid out to you. Of course, withdrawal of
earnings are taxable and, if under age 591/2,
may also be subject to a 10% tax penalty. 

Variable Insurance and
Investment Products

H O W  T O  B E  A  S M A R T  C O N S U M E R

It’s almost impossible today
to look at a newspaper or
magazine without reading
about mutual funds, variable
annuities, variable universal
life, and other investment prod-
ucts sold by banks, insurance
companies, stockbrokers, and
other companies.

Because you can allocate money to a
number of investment options managed by
professional investment managers, you
also have flexibility and growth potential. 

In addition, many variable annuities offer a
guaranteed death benefit that protects your
beneficiary in the event of your untimely
death. The value of a variable annuity death
benefit will never be less than the total of
the premiums paid, less any withdrawals.
State-of-the-art variable annuities even offer
a death benefit guarantee that locks
in the gains of your contract every several
years. This death benefit “step-up” can
protect your beneficiary during periods of
market decline.

Variable Universal Life (VUL) is not an
investment product per se, but a universal
life insurance policy where the cash value is
allocated to a choice of investment options.
Unlike traditional life insurance, in which
the policy’s performance is tied directly to
the insurance company’s crediting rates,
VUL gives policyowners choices in how
premiums are invested. The cash value in
the policy accumulates tax-deferred until
withdrawn or paid out to you. 

As with mutual funds and variable
annuities, VUL offers choice over the risk
assumed, flexibility to change investment
choices, and the potential for growth. It also
provides premium flexibility, which means
you can make periodic payments or even
skip premium payments, depending on
the available cash value. The amount of
the death benefit in a VUL policy may be
determined by the performance of the policy.

1Investment Company Institute, 1998 Mutual Fund 
Fact Book.

2LIMRA’s Marketfacts, November/December 1995.



Variable annuities and VUL policies also
offer fixed accounts that are backed by
the general account of the insurer. 

So, the financial strength of the insurer
is an important consideration when
choosing to put a portion of the
premium in such accounts. You should
be aware, however, that the insurance
company guarantee does not extend to
the investment divisions that are subject
to market risk.

Working With a Representative

When discussing whether a variable
product is right for you, a financial
services representative will help you focus
on uncovering your needs and educating
you about your choices for meeting those
needs. Once you understand the choices,
your representative plays the role of a
coach with the product expertise needed
to answer your most detailed questions.

He or she will meet with you to gather
relevant information about your financial
goals, income, assets, debts, life and
disability insurance policies, whether you
participate in a retirement plan at work,
and other aspects of your financial
picture. Next, if one or more of these
products seems right for you, your
representative will explain key concepts
associated with these products ––such as
investment risk, the impact of inflation,
and how the products are generally taxed
–– the choices available to you, and the
mechanics of the products –– such as
fees, quarterly statements, and how you
can transfer money between funds.

To Make the Most of Your Meeting
With Your Representative…

Set aside sufficient time. Variable
insurance and investment products are
somewhat complex, and must be
explained in detail. Furthermore, once
you select a product, you have a series of
important decisions to make about where

to place your money. Your representative
should explain the types of funds and
their investment strategies.

Be prepared to discuss:
■ Your investment time horizon. To help

you choose the right product, your
representative needs to know the
period of time you expect to keep your
money invested.

■ Income tax information. Different
products have different tax implications.
Although your accountant or tax
advisor is your primary source of
information, your representative can
explain the basics of product taxation
to you. For example, non-qualified
mutual funds may generate dividends
and/or capital gains that are taxable
in the year they are earned, even
if reinvested. For this reason,
non-qualified mutual funds are
accessible without IRS penalty before
age 591/2.

■ Your insurance policies. Consider bringing
copies of your policies to the meeting.

■ Your assets. Make a list of your invest-
ments, the amount of cash you have in
the bank, the equity in your home, and
your other assets.

■ Your debts. Make a list of any loans you
have on your home or business, and
any car or education loans.

■ Your risk tolerance. Unlike insurance
products in which the insurance
company takes on the financial risk, in
a variable product you assume the
investment risk, in return for the
opportunity to realize growth potential
and/or income on the money invested.
Consider in advance and discuss in
depth your thoughts on the amount of
risk you feel comfortable with.

■ Social Security and other retirement funds.
The representative needs to know how
long you’ve contributed to Social
Security, whether you participate in
a retirement plan at work (such as a

pension plan, 401(k), a TSA, or a SEP)
and the approximate value of the
monies in that plan, and whether you
own an IRA and its value. Also, consider
your retirement income goals and
explain these to the representative.

■ Your immediate versus long-term need for
money. How much money do you need
immediate access to? Are you saving
for a child’s education? How far in the
future is this need? How much capital
would you like to build for the future? 

Do your homework. Take notes during
your meetings with the representative.
Ask plenty of questions and gather all the
information you can on the products the
representative discusses with you. Read
these materials carefully, particularly the
prospectuses, before you invest.

Finally, keep in mind that it’s your money
you’re investing – you are in control.
Even though it’s imperative to work with
and listen to a representative you trust,
remember that, in the end, all the decisions
pertaining to variable investment products,
including how much you will invest,
where, and when –– are yours to make.

For more complete information, including
charges and expenses of any of these
products, ask your NYLIFE Securities
Inc. Registered Representative for a free
prospectus. The Prospectus contains
detailed information on charges and
fees. Read it carefully before you invest or
send money.
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