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Closing the retirement gap 
As investors approach retirement, their priority generally shifts from growth to  
protecting investments.
But some investors are nearing retirement only to discover a gap between what they have saved and what they require in 
retirement. That gap may be due to not saving enough, increased expenses, changes in lifestyle, or longer life spans. 

Whatever the cause, this shortfall may push investors to try to take more risk to close the gap. But if that strategy fails, the 
results can be disastrous. Losses early in retirement (called sequence-of-returns risk) can wipe out years of savings, which 
highlights how important risk management is as investors plan for and get closer to retirement. 

The question becomes, how can investors balance all the competing issues associated with a retirement that could last 20 
or 30 years – or longer? Not only do they need to adhere to good long-term investing strategies like diversification, they also 
must start incorporating risk management and purchasing power protection, as well as creating consistent cash flows and 
addressing the gaps that may exist.

With so many issues at play, there isn’t just one answer. It takes a mosaic of financial solutions to achieve these ends. A 
growing part of that mosaic may be the use of annuities, and more specifically indexed annuities. In fact, in our 2024 
Investor Survey, we found that 54% of retirees seeking greater stability are incorporating annuities in their portfolios.

Where do annuities fit?
Annuities can help address several core retirement challenges, including managing risk, generating lifetime income, and 
supporting growth.

At a high level, annuity products span a spectrum of risk and return:
	■ Variable annuities (VAs): Offer full market participation and the highest growth potential, but also expose investors  

to market losses
	■ Indexed annuities such as fixed indexed annuities (FIAs) and registered index-linked annuities (RILAs): Link returns 

to market performance while incorporating varying levels of downside protection
	■ Fixed annuities: Provide stable, predictable returns with minimal market exposure

For investors comfortable with market volatility, variable annuities may support long-term growth. However, for those 
prioritizing risk management – particularly as they approach or enter retirement – indexed annuities can offer a balance 
between protection and growth.

U.S. annuity sales hit $461.3 billion in 2025, the fourth record year in a row. Indexed 
products (FIAs and RILAs) now make up 45% of all sales, up from just 24% a 
decade ago. This surge shows strong demand for products that balance growth 
and protection.

Source: LIMRA Secure Retirement Institute, 2025 Reports.
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What are indexed annuities?
Fixed indexed annuities (FIAs) and registered index-linked annuities (RILAs) are designed to provide market-linked growth 
with varying levels of downside protection. Both products tie returns to an index such as the S&P 500® or a proprietary index 
but differ in how they balance risk and return.

While FIAs prioritize downside protection, RILAs introduce more flexibility, allowing investors to accept some risk in 
exchange for more growth potential.

TERM DEFINITION EXAMPLE

Cap Maximum return an annuity can earn If the Index gains 12%, with a 6% cap, you get 6% return

Floor Minimum credited return, which helps prevent 
account value from decreasing

If the Index declines -5%, with a 0% floor, you lose 0%

Participation Rate Percentage of the index gains that can be earned If the Index gains 10%, with an 80% rate, you get 8% return

Spread Amount subtracted from an index’s return If the Index gains 8%, with a 2% spread, you get 6% return

Buffer (RILA only) A downside protection mechanism that acts as a 
“shock absorber”, protecting investors from a 
specific percentage of market losses 

If the Index falls -15%, with a 10% buffer, you lose only -5%

RILAs and the volatility advantage
The ability to absorb a portion of losses in exchange for higher upside potential can make RILAs particularly attractive in 
volatile markets. In exchange for this partial protection, insurers can offer higher caps and participation rates, or even 
uncapped growth potential.

Example: If the index returns 12%:
	■ A FIA with a 6% cap credits only 6%
	■ A RILA with a 10% buffer and 12% cap credits the full 12%

This positions RILAs between FIAs and traditional VAs, offering more growth potential than FIAs, but with less downside 
exposure than fully market-based investments. As a result, FIAs may be better suited for conservative investors prioritizing 
protection and RILAs may appeal to investors seeking a balance between protection and growth potential.1 

Volatility trade-offs: FIA vs. RILA
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Examples are for illustrative purposes only and do not represent the returns of any particular investment. Actual caps, buffers, floors, fees, and contract terms vary.
Source: LIMRA Secure Retirement Institute, NAFA, S&P Dow Jones Indices (illustrative data)
1 Blanchett, D. (2023). “RILAs: Buffers are Still Much Better than Floors.” Advisor Perspectives.
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Putting it all together: Planning for a long retirement
As retirement planning shifts from accumulation to distribution, investors face competing objectives that include income 
stability, growth, liquidity, and risk control. Segmenting retirement assets by time horizon can help address these challenges. 
Within this framework, annuity-based solutions such as FIAs and RILAs may serve different roles, depending on the 
investor’s tolerance for volatility and need for growth during various phases of retirement.

However, compared to simply changing an allocation, investing for a 30-year retirement is a far more involved process. This 
can be especially challenging when investors have conflicting objectives, such as immediate liquidity and capital 
preservation to meet short-term needs versus the need for portfolio growth to keep pace with higher future expenses as 
well as increased longevity. 

One solution is the bucket strategy, in which retirement assets are divided into time-based buckets. This approach balances 
near-term needs with long-term growth.

Bucket strategy
Incorporating FIAs and RILAs when planning for a 30-year retirement

Source: Morningstar (2024). “A Comparative Study of Retirement-Income Bucket Strategies.”

Bucket 1 (years 1-2): Cash

Keep two years of expenses in cash or equivalents. This cushion can provide peace of mind, no matter what the market does.

Bucket 2 (years 3-7): Bonds/Fixed Income

Conservative investments cover near-term expenses after the cash runs out.

Bucket 3 (years 8-15): FIA

A FIA with a Guaranteed Lifetime Withdrawal Benefit (GLWB) provides income for middle retirement. Match the bucket 
timeframe to the FIA’s surrender period (typically 5-10 years). A GLWB is a rider that can be added to an annuity product for 
a fee and provides lifetime income.

OR

Bucket 3 (years 8-15): RILA 

For investors with moderate risk tolerance, a RILA offers more growth potential than a FIA but less volatility than stocks. 
This may be appropriate for investors seeking growth beyond FIA caps while maintaining protection against severe 
market downturns.

Bucket 4 (years 15-30): Stocks 

Equities provide long-term growth potential to help outpace inflation and longevity risk.

Short-term 
(years 1-2 following retirement)

Cash Bonds

Risk/Return Potential

FIAs or RILAs

Mid-term
(years 3-7)

Mid- to long-term 
(years 8-15)

Stocks

BUCKET 1 BUCKET 2 BUCKET 3 BUCKET 4

Long-term 
(years 15-30)

HigherLower
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How the strategy plays out 
Here’s how it works in practice:

Year 1: An investor spends from Bucket 1 (cash). The other buckets stay invested.

If stocks fall: Avoid panic-selling; move to Bucket 2 (bonds) to cover expenses, giving stocks time to recover.

If stocks rise: Use gains to refill Buckets 1 and 2. This keeps a safety net intact.

Years 8-15: FIA reaches the end of its surrender period. Turn on the GLWB for guaranteed lifetime income. If the investor 
also has a RILA in Bucket 3, it provides additional growth or income flexibility.

	■ Surrender period: The time an investor must hold an annuity before withdrawing without penalty (typically 5-10 years).

Fast forward several years when the FIAs and RILAs are past their surrender periods and can be drawn on for guaranteed 
income for life without a fee or penalty.

This strategy may help investors achieve two important goals: First, it allows them to systematically meet expense 
requirements and potentially grow assets in a way that more thoughtfully maximizes risk and return. Second, it may provide 
additional peace of mind for clients to know that assets have been earmarked for future needs.  

This approach has been used by many in the past. However, the addition of an indexed annuity provides the potential for a 
greater level of security and stability, since those assets will not decrease in value (excluding fees and contract costs). 
Investors will also have a guaranteed income stream waiting for them after their disciplined approach at the beginning of 
retirement. That peace of mind can help investors avoid making emotional, rash investment decisions at an inopportune time. 

Key takeaways:
	■ Divide retirement into time-based buckets.
	■ Use cash for years 1-2, bonds for years 3-7.
	■ Add FIAs (years 8-12) or RILAs (years 8-15) for protection plus growth.
	■ Keep stocks for years 15-30 to help outpace inflation.

Helping investors meet the retirement challenge 
The challenge of generating and sustaining income in retirement has been well publicized. In addition, many investors today 
are faced with increased difficulty as they attempt to manage income and expenses in retirement as their cost of living 
increases, markets fluctuate, and life expectancies grow. Being able to plan for all these variables has never been easy and 
requires continuous effort. 

While no single solution can address every challenge, incorporating a broader set of tools may help investors avoid the 
potential pitfalls that arise from relying solely on traditional allocations. Indexed annuities, including FIAs and RILAs, offer 
alternative approaches to managing risk while maintaining the potential for growth. When aligned with an investor’s goals, 
time horizon, and risk capacity, these solutions may support greater confidence and stability throughout retirement.
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The opinions and views expressed are as of the date published and are subject to 
change without notice. They are for information purposes only and should not be 
used or construed as an offer to sell, a solicitation of an offer to buy, or a 
recommendation to buy, sell or hold any security, investment strategy or market 
sector. No forecasts can be guaranteed. Opinions and examples are meant as an 
illustration of broader themes and are not an indication of trading intent. It is not 
intended to indicate or imply that any illustration/example mentioned is now or 
was ever held in any portfolio. Janus Henderson Group Ltd through its subsidiaries 
may manage investment products with a financial interest in securities mentioned 
herein and any comments should not be construed as a reflection on the past or 
future profitability. There is no guarantee that the information supplied is accurate, 
complete, or timely, nor are there any warranties with regards to the results obtained 
from its use. Past performance is no guarantee of future results. Investing 
involves risk, including the possible loss of principal and fluctuation of value.
This has been prepared by Janus Henderson for informational purposes only. 
Advisors must consider whether any product is appropriate for a particular client 
based on that client’s specific investment objectives, financial situation, time 
horizon and risk tolerance. There is no guarantee that the information shown is 

accurate, complete or timely, and Janus Henderson is not liable for your use of 
such information. This material may not be reproduced in whole or in part in any 
form, or referred to in any other publication, without express written permission.
Annuities are long-term investment vehicles designed to accumulate money on a 
tax-deferred basis for retirement purposes. They limit access to the investment as 
a result of a surrender charges and are subject to a 10% tax penalty on certain 
withdrawals. Riders are generally available for an additional charge. Variable 
annuities are subject to investment risk, and investment return and principal value 
will fluctuate.
Guarantees are subject to the claims paying ability of the insurer.
S&P 500® Index reflects U.S. large-cap equity performance and represents broad 
U.S. equity market performance.
Janus Henderson® and any other trademarks used herein are trademarks of Janus 
Henderson Group Ltd. or one of its subsidiaries. © Janus Henderson Group Ltd.
FOR MORE INFORMATION CONTACT JANUS HENDERSON INVESTORS
151 Detroit Street, Denver, CO 80206 | www.janushenderson.com
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