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                        Vanguard to Add Global BondA financial instrument representing an IOU from the borrower to the lender. Bond issuers promise to pay bond holders a given amount of interest for a pre-determined amount of time until the loan is repaid in full (otherwise known as the maturity date). Bonds can have a fixed or floating interest rate. Fixed-rate bonds pay out a pre-determined amount of interest each year, while floating-rate bonds can pay higher or lower interest each year depending on prevailing market interest rates. Portfolio

Vanguard is planning to offer its first global bondA financial instrument representing an IOU from the borrower to the lender. Bond issuers promise to pay bond holders a given amount of interest for a pre-determined amount of time until the loan is repaid in full (otherwise known as the maturity date). Bonds can have a fixed or floating interest rate. Fixed-rate bonds pay out a pre-determined amount of interest each year, while floating-rate bonds can pay higher or lower interest each year depending on prevailing market interest rates. portfolio to U.S. investors this fall, but as a variable annuityA financial instrument that pays the holder a guaranteed stream of payments. The annuity is funded by either a lump sum (one-time) or a series of deposits. Once funded, the sum is invested by the insurance company who sold the annuity (the accumulations phase). After a certain trigger (for example, the holder’s retirement or reaching a certain age) payments begin to be issued to the holder (annuitization phase). Annuity payments may be fixed or variable in both amount and in length (some pay out for a designated span of years, others until the holder’s death)., not an open-end mutual fund—diminishing its appeal for most.

Seeking to bolster the foreign stockA financial instrument giving the holder a proportion of the ownership and earnings of a company. and bond offerings in its annuity program, Vanguard has filed plans with the Securities and Exchange Commission to launch Global Bond Index AnnuityA financial instrument that pays the holder a guaranteed stream of payments. The annuity is funded by either a lump sum (one-time) or a series of deposits. Once funded, the sum is invested by the insurance company who sold the annuity (the accumulations phase). After a certain trigger (for example, the holder’s retirement or reaching a certain age) payments begin to be issued to the holder (annuitization phase). Annuity payments may be fixed or variable in both amount and in length (some pay out for a designated span of years, others until the holder’s death)., the fund giant’s first global bond fund of any type to be rolled out in the U.S. (a similar fund launched for investors overseas in 2015). Vanguard is also planning to offer a foreign-stock index portfolio; until now, it only offered a clone of its actively managed International Growth fund for annuity investors who wanted to add overseas stocksA financial instrument giving the holder a proportion of the ownership and earnings of a company. to their portfolios.

The new Total International StockA financial instrument giving the holder a proportion of the ownership and earnings of a company. Market Index Annuity will share the same benchmark index as Vanguard Total International Stock Index, but rather than buying the 6,100-plus individual stocks in the mutual fund’s portfolio (a pricy proposition for a new annuity like this), it will invest in as many as six existing Vanguard funds—including Developed Markets Index, Emerging Markets Stock Index, European Stock Index, FTSE All-World ex-U.S. Index, FTSE All-World ex.-U.S. SmallCap Index and Pacific Stock Index.

Vanguard estimates a total cost of 0.11%, or 11 basis points, for the underlying portfolio, which suggests that it will be comprised mainly of Admiral or Institutional shares of the funds it holds. Note that the investment fee does not include the additional annuity charges investors will be subject to.

On the fixed-income side, Global Bond Index Annuity is also a portfolio of funds rather than individual bondsA financial instrument representing an IOU from the borrower to the lender. Bond issuers promise to pay bond holders a given amount of interest for a pre-determined amount of time until the loan is repaid in full (otherwise known as the maturity date). Bonds can have a fixed or floating interest rate. Fixed-rate bonds pay out a pre-determined amount of interest each year, while floating-rate bonds can pay higher or lower interest each year depending on prevailing market interest rates.. It will allocate 70% of assets to Vanguard’s Total Bond Market Annuity and 30% to the firm’s Total International Bond Index mutual fund. The new annuity will cost 0.14% before additional annuity expenses.

Vanguard has set a launch date for the annuitiesA financial instrument that pays the holder a guaranteed stream of payments. The annuity is funded by either a lump sum (one-time) or a series of deposits. Once funded, the sum is invested by the insurance company who sold the annuity (the accumulations phase). After a certain trigger (for example, the holder’s retirement or reaching a certain age) payments begin to be issued to the holder (annuitization phase). Annuity payments may be fixed or variable in both amount and in length (some pay out for a designated span of years, others until the holder’s death). in September this year, but the firm’s track record bringing new products to market on schedule has been mixed in recent years. We’re circling the date in pencil, not permanent ink.

Are Variable AnnuitiesA financial instrument that pays the holder a guaranteed stream of payments. The annuity is funded by either a lump sum (one-time) or a series of deposits. Once funded, the sum is invested by the insurance company who sold the annuity (the accumulations phase). After a certain trigger (for example, the holder’s retirement or reaching a certain age) payments begin to be issued to the holder (annuitization phase). Annuity payments may be fixed or variable in both amount and in length (some pay out for a designated span of years, others until the holder’s death). for You?

Before getting too excited about the prospects of a low-cost global bond index fund from Vanguard, remember that we’re talking about a variable annuity portfolio—not an open-end mutual fund or exchange-traded fund—which comes with added features, limitations and expenses, and as a result may not be a good fit for your objectives or situation.

So what do you need to know about variable annuities? Some might consider them investments, but in reality they are insurance products geared toward investors looking for a guaranteed stream of income in retirement. When you buy one, you sign a contract, and other than a short “free-look” period early on when you can back out without penalty, you are bound to the terms of that contract until it expires.

The “variable” part of the name covers the investment aspect—you pick funds within your annuity portfolio and your account value fluctuates based upon the performance of the underlying investments.

The insurance piece is where the term “annuity” comes in—by paying extra fees on top of the cost of the investment, an insurance provider gives some level of guarantee on the value of your account and its future income potential. This contract also can limit or restrict your penalty-free access to your money for a period of years. Because these are considered retirement accounts, they are generally governed by the same rules on withdrawals as individual retirement accountsA type of account in which funds can be saved and invested without being subject to tax until the account holder reaches retirement age. (IRAs) and 401(k)s—“non-qualified distributions” taken before age 59½ are subject to a 10% penalty and income taxes; “qualified distributions” after that age are subject to income taxes (more on this below).

Vanguard’s annuities have a handful of different options once you’re ready to begin receiving income in retirement that are fairly standard among competitors.

One is to “annuitize” the portfolio, which means you give up control of the investments, but get a guaranteed stream of income for a set period or the rest of your days based on your life expectancy and the value of the annuity. Once you annuitize, all choices on the payment period, the payment type, the amount of income you will receive and any other optional benefits are final. It’s also worth noting that by annuitizing, you end up paying income tax rates on any gains in value, not the lower capital gains tax rate. The portion of income considered a “return of premium” (i.e. your contributions) won’t be taxed, however.

You can also maintain control of how your money is invested and draw down the portfolio as needed. Qualified withdrawals in retirement are subject to income taxes on gains, while the portion considered a return of premium is tax-free. These types of withdrawals are typically taxed on a last-in, first-out basis, meaning that initial distributions will be considered as coming from earnings (thus taxed); once the annuity’s value drops below the level of the premiums paid, future withdrawals will be viewed by the IRS as a return of premium (thus tax-free). Note that while Vanguard doesn’t have withdrawal penalties or surrender charges on its annuities, many providers will take fees of up to 5% or 7% of withdrawals made within the first 10 or so years after you sign the contract. Unlike when you annuitize, this scenario means that your account could lose value when you’re depending on it for income.

The other insurance aspect of Vanguard’s variable annuities is an optional death benefit rider; for an extra fee, investors can make sure that their heirs receive some portion of the account’s value when they die. This is also a common feature of variable annuities from other providers.

In concept—guaranteed income in retirement and a chance to grow your assets over time—variable annuities may have appeal, but the expenses and taxes on withdrawals can add up, cutting into your account’s returns significantly over time, even at a low-cost shop like Vanguard. They also come in many different permutations with a confusing array of choices—if you chose poorly or your financial circumstances change after you’ve signed a contract, you may not get the best value for your money. For this reason, the common advice for most investors is to pair a more traditional retirement savings account with a separate life insurance policy. For investors interested in annuities, the typical rule of thumb is to max out employee-sponsored plans and IRAs before buying one. An even better rule of thumb is to consult with a trusted investment adviser, financial planner or retirement specialist before signing an annuity contract to make sure you’re on the right path.

If you’re considering an annuity or are looking for means of generating income in retirement and would like to speak with one of our investment professionals, please give us a call at 800-492-6868 and we’d be happy to discuss your options with you.

About Adviser Investments

Adviser Investments is a full service wealth management firm, offering investment management, financial and tax planning, managed individual bond portfolios, and 401(k) advisory services. We’ve been helping individuals, trustsA legal document that functions as an instruction manual to how you want your money managed and spent in your later years as well as how your assets should be distributed after your death. Assets placed in a trust are generally safe from creditors and can be sold by the trustee in short order, avoiding the lengthy and costly probate process., institutions and foundations since 1994, and have more than 3,500 clients across the country and over $6 billion in assets under management. Our portfolios encompass actively managed funds, ETFsA type of security which allows investors to indirectly invest in an underlying basket of financial instruments (these may include stocks, bonds, commodities or other types of instruments). Shares in an ETF are publicly traded on an exchange, and the price of an ETF’s shares will fluctuate throughout the trading day (traditional mutual funds trade only once a day). For example, one popular ETF tracks the companies in the S&P 500, so buying a share of the ETF gets an investor exposure to all 500 companies in the index., socially responsible investments and tactical asset allocation strategies, with particular expertise in Fidelity and Vanguard mutual funds. We take pride in being The Adviser You Can Talk To.

Our minimum account size is $350,000.  To see a full list of our awards and recognitions, click here, and for more information, please visit www.adviserinvestments.com or call 800-492-6868.

                        
                        
                        
                                                    

                        

                                                    
                            
                                

                                This material is distributed for informational purposes only. The investment ideas and expressions of opinion may contain certain forward-looking statements and should not be viewed as recommendations, personal investment advice or considered an offer to buy or sell specific securities. Data and statistics contained in this report are obtained from what we believe to be reliable sources; however, their accuracy, completeness or reliability cannot be guaranteed.

Our statements and opinions are subject to change without notice and should be considered only as part of a diversified portfolio. You may request a free copy of the firm’s Form ADV Part 2, which describes, among other items, risk factors, strategies, affiliations, services offered and fees charged.

Past performance is not an indication of future returns. The tax information contained herein is general in nature, is provided for informational purposes only, and should not be construed as legal or tax advice. We do not provide legal or tax advice. Always consult an attorney or tax professional regarding your specific legal or tax situation.

The Barron’s rankings consider factors such as assets under management, revenue produced for the firm, regulatory record, quality of practice and philanthropic work. This award does not consider client experience and is not indicative of future performance.

Editors at the Financial Times bestowed “elite” status on 300 firms in the U.S., as determined by assets under management, asset growth, longevity, compliance record, industry certifications and online accessibility.

© 2018 Adviser Investments, LLC. All Rights Reserved.
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Welcome.

Polaris Wealth Advisory Group and Adviser Investments are now under one new brand, RWA Wealth Partners. 

Over the next few months, we are transitioning to a new website under our new brand. For you, this means a better experience and more access to valuable education, insights and advice. It also means you gain access to expanded wealth management solutions such as tax¹ and legal services², alternative investments and more. Explore this site for additional information on these new services and call your advisor with any questions at 833-RWA-PLAN. 



[image: ]
[image: ]






¹Personalized tax advice and tax return preparation is available through a separate, written engagement agreement with RWA Tax Solutions, LLC.

²Legal services can be obtained through a separate, written engagement via our relationship with Hall & Diana, LLC
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