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IT’S YOUR MONEY!
Annuities & Mutual Funds

Presented by: 
Peter C. Kote, JD
Patrick Chu, CPA/PFS, CFP®
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Patrick is a co‐founder of marrick wealth, an independent wealth management firm providing financial 

planning and investment management services to doctors, business owners, and corporate executives. 

He began his career in 2003 at The Ayco Company, LP., a Goldman Sachs Company, counseling high net 

worth individuals in the areas of taxes, investments, and retirement‐planning. Patrick has also worked 

at Macias, Gini & O’Connell LLP and PricewaterhouseCoopers LLP, advising clients on complex tax 

issues. Prior to co‐founding marrick wealth in 2012, he was a VP of Wealth Management at MullinTBG 

Advisors.

Patrick earned his B.S. in Business Administration from the University of Southern California and an 

M.B.A. from the Johnson Graduate School of Management at Cornell University. He is a licensed CPA, 

CERTIFIED FINANCIAL PLANNERTM, and a Personal Financial Specialist (PFS). He currently resides in 

Orange County, CA, with his wife and two daughters.

Patrick L. Chu, CPA/PFS, CFP®

Co-Founder, Wealth Advisor
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WHAT ARE THESE LICENSES FOR?

Series 7: sell all securities products except commodities and futures

Series 24: supervise and manage branch activities at a broker-dealer

Series 53: supervise municipal securities activities of a securities firm or bank dealer 

Series 63: holder can solicit orders for any type of security in a particular state

Series 65: holder can give investment advice

Brokercheck.finra.org
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THE FINANCIAL SERVICES INDUSTRY

The Securities and Exchange Commission (SEC): A U.S. government agency that oversees 
securities transactions, activities of financial professionals and mutual fund trading to 
prevent fraud and intentional deception. The SEC consists of five commissionerswho serve 
staggered five‐year terms.

The Financial Industry Regulatory Authority, Inc. (FINRA) is a private corporation that acts as 
a self‐regulatory organization (SRO). FINRA is the successor to the National Association of 
Securities Dealers, Inc. (NASD) and the member regulation, enforcement, and arbitration 
operations of the New York Stock Exchange. It is a non‐governmental organization that 
regulates member brokerage firms and exchange markets. The government agency which 
acts as the ultimate regulator of the securities industry, including FINRA, is the Securities and 
Exchange Commission.

USING A PROFESSIONAL – ASK FIRST!

Education, experience, compensation, and references

Recommendations based on needs, not commission-driven

Three methods of compensation:
 Fee-Only

 Fee-based (Fee AND Commission)

 Commission-Only

*Quality of  investment advice has no correlation to how one is compensated. 
You must be informed!
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WHAT ARE ANNUITIES?

A contractual relationship wherein one party agrees to pay a sum of  money in exchange 
to receive payments for life or period of  years.

Annuities are NOT subject to Security and Exchange rules.

Annuity Contracts have a 30 day right to rescind by the consumer. 
 Only one other industry contract has this feature--Time Shares (3 days).

Earnings inside an annuity are tax-free, but payouts are taxed at ordinary income 
tax rates

Consider qualified (taxable) vs. nonqualified (tax-deferred) annuities 

COMMERCIAL ANNUITIES

Deferred Immediate Variable Indexed *A Charitable Gift Annuity 
(CGA) is completely 

different than a 
Commercial Annuity 
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COMMON TYPES OF ANNUITIES

Deferred Annuity 
 Allows money to grow tax-free until withdrawal.

Immediate Annuity
 Guarantees a payment as long as you live (annuitization).

ANNUITY LANGUAGE

"Fixed" in insurance lingo means that the rate is fixed for 6 months 
– 2 years.

Guarantee is only as good as the company’s finances. Guaranteed 
payout rate is different than the “fixed” or the “regular” payout 
rate.  Usually 3% on old contracts and on new contracts .05%.

Single-premium annuities are a one-time payment by the 
consumer.

Flexible annuities are accounts you can add to at any time.

Annuities are insured.
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TYPE OF PAYOUTS

Introductory or Fixed

Regular rate

Guaranteed rate

Withdrawal rate

Annuitization rate

VARIABLE ANNUITIES

You can pick the investments – stock/bond funds, etc.

Earnings are tax-deferred until withdrawal

Not limited by annual contribution amounts

Shelter within a shelter

Few variable annuities offer top-ranked funds

You pay for the annuity contract (1.5%) AND the fund expenses

Protects your heirs from poor investment decisions, NOT YOU
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INDEXED ANNUITIES

Special class of annuities that yields returns on contributions based on a specified 
equity-based index

Often sold with promise of “stock market-like returns with no downside”

Investors tend to hate losses about two and a half times more than we enjoy 
equivalent gains, and we will do just about anything to avoid losses1.  

1Source: Richard H. Thaler, Amos Tversky, Daniel Kahneman, and Alan Schwarts, “The Effect of Myopia and Loss Aversion on Risk Taking: An Experimental 
Test,” Quarterly Journal of Economics (May 1997), pp. 647-661.

ANNUITY ADVANTAGES

For older, conservative individuals who want an income stream

You don’t have to actively make investment decisions

Rates are generally higher than money market or CDs

For those who want to leave their money in place for years

For the procrastinator who is not a participant in a retirement program
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ANNUITY DISADVANTAGES

Lower rates of return without inflation protection

High fees and commissions – can range from 5-18%

Surrender penalties for withdrawing money within the first 5-10 years

Insurance products are not investments

Gains are taxed at higher rates, not capital gain rates

Annuities offer limited flexibility

MUTUAL FUNDS

Stock Funds (based on objectives)
 Growth

 Value

 Blended

Bond Funds
 Taxable 

 Tax-exempt (munis)

International Funds
 Emerging

 Developed

Mutual funds are pooled monies owned by investment companies and invested by a fund manager. There are 
over 18,000 mutual funds from which to choose, not including internal bank & trust funds.
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No-load funds: funds sold directly to the 
public and do not pay commissions.

MUTUAL FUNDS: NO-LOAD FUNDS

Loaded funds: funds (front or back-
loaded) are sold through broker-dealers 
and carry a commission (2% - 5.75%).

MUTUAL FUNDS: LOADED FUNDS

3 Main Share Classes:
 Class A: front-loaded; lower expenses

 Class B: back-loaded; higher expenses

 Class C: higher expenses than A; smaller back-load
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MUTUAL FUNDS: OTHER FEES

 12b-1 (.25% - .75%/yr.)

 Other expenses

*Bottom Line: You can count on paying a commission if  you buy a product from a broker or insurance agent. 
They don’t do it free of  charge!

DECIDING ON A MUTUAL FUND 

Two key measurements: Expenses AND Performance

Managed: Active vs. Passive (Indexed) 

Resources:
 Morningstar Mutual Funds

 Lipper Mutual Fund Profiles

 The Value Line Mutual Fund Survey

 Yahoo! Finance

 READ the prospectus
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THANK YOU!

Patrick Chu, CPA/PFS, CFP®

Co-Founder & Wealth Advisor

marrick wealth

patrick@marrickwealth.com

(949) 258-9700
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