
The Adviser View
Using annuities to bridge the income gap

We were delighted to talk to Michelle Galvin, Director at Acorn Wealth, 
about the role annuities play in her strategies for high-net worth clients.
Lifetime annuities referred to in this article are Challenger’s Lifetime Annuity (Liquid Lifetime) CPI indexed options.

“Most of our clients who are using 
annuities are using them because they 
are high-net wealth and they want to 
protect an element of their income for 
the future.”

We have a diverse range of clients and a lot of them come 
to us for retirement planning. We do a lot of direct style 
investments and for the defensive component of a retirement 
portfolio, we tend to use a Challenger lifetime annuity in 
retirement so there’s regular income payments, and then we 
have term deposits in place as well in case they need to access 
funds for things like a holiday or new car, so we’re never 
selling down from their shares. 

Delivering retirement income
We also use annuities and account-based pensions to give 
clients a sense of regular income - that wage experience - and 
a lot of clients also have rental income coming through. We try 
to bundle it up so they’re getting a payment every fortnight: 
one payment from the monthly annuity alternating to the next 
fortnightly payment from the account-based pension, and 
then the rest is just cream on top. 

A feature of some lifetime annuities is that regular income 
payments are set and forget: it’s always coming in, it’s never 
going away. It still forms part of our review, but it’s like a 
pension for them. One way we look at it is if you look back 
at the 80s and you worked for the government, you had 
a pension out of your super and you never had access to 
the super. We treat it like that.  I like to think of it as like a 
defined benefit pension from the old days, but with voluntary 
withdrawal and death benefit options. 

I think a lot of advisers still see annuities as just a product. 
They’re only looking at the rate, but we view annuities as an 
income tool that bridges a gap in income. It can be as simple 
as that. It’s not there to beat the market or do anything like 
that. It’s there as a safety net - pretty much to say if everything 
else hits the wall, I’ve still got this.

Confidence in volatile markets
Volatility was more of an issue for our clients coming off the 
back of 2021, than it is now. They didn’t want to go through 
an event like what happened in 2020 when the markets were 
flat and dividends were taken away from them because some 
companies decided to hold back on dividends. They didn’t 
want an event like that to affect their spending in the future. 
It’s been quite easy to use that regular annuity income to 
complement a defensive approach in portfolios. 

Keeping up with inflation
We used to combat inflation through our direct shares and 
other investments, but we can factor in inflation elements into 
annuities. Every lifetime annuity we have done this year has 
been CPI indexed. The cost of living is on the rise and we don’t 
see that it will get any better for a long time, so we want to 
illustrate to clients that their annuity increases with indexation.

Protection for the future
We mention annuities in estate planning because of the 
guaranteed death benefit that is payable for the first few 
years, if someone does pass away early, they get the 100% 
back or it is payable to the beneficiaries you nominate to your 
estate. That’s always a massive tick with people because they 
are worried that if they did pass away that the whole thing’s 
lost. It’s quite the opposite: you get the whole thing back if 
you die early. That is such a massive selling tool. 

When we talk to clients about lifetime annuities, we talk about 
an income generating tool that you just put it in the bottom 
drawer and forget about it. Most of our clients who are using 
annuities are using them because they are high-net wealth 
and they want to protect an element of their income for 
the future.

A lifetime annuity from Challenger could be the missing 
piece in a portfolio, and the shape that piece forms can 
vary to meet your client’s goals. Not only can it work as a 
reliable income source, but it can also augment portfolio 
structure and processes, rounding out a thorough approach to 
retirement planning.
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Current 05 February 2024 and is general information only, confidential, intended solely for financial advisers. This case study is provided by Challenger 
Life Company Limited ABN 44 072 486 938, AFSL 234670 (Challenger, us), the issuer of the Challenger Guaranteed Annuity (Liquid Lifetime). It is for 
illustrative purposes only. No interviewee is intending to give financial product advice, social security benefit advice or tax advice. The interviewees’ views 
are their own. These views do not represent the views of Challenger, any company within the Challenger group, or the Department of Human Services 
(Centrelink). These views do not take into account anyone’s objectives, financial situation or needs and it is important to consider those matters before 
making any investment decision. Investors should consider the Challenger Guaranteed Annuity (Liquid Lifetime) Target Market Determination (TMD) and 
Product Disclosure Statement (PDS) available at www.challenger.com.au and the appropriateness of the applicable product to their circumstances before 
making an investment decision. In periods of strong market performance, any Age Pension benefits may reduce to reflect the higher income received. 
Before acting, we strongly recommend that prospective investors obtain financial product advice, as well as taxation and applicable social security advice, 
from qualified professional advisers who are able to take into account the investor’s individual circumstances. Where a person acquires a product, we will 
receive the fees and/or other benefits disclosed in the relevant TMD and PDS. Neither Challenger nor its related bodies corporate nor any of their directors 
or employees, or associates of any of these, receive any specific remuneration or other benefits for any advice provided in this case study in respect of the 
Challenger Guaranteed Annuity (Liquid Lifetime). Some or all of Challenger group companies and their directors or employees may benefit from fees and 
other benefits received by another group company. Financial advisers may receive fees if they provide advice to you or arrange for you to invest with us. 
Please contact Centrelink or your adviser for information about how an annuity is treated for social security purposes. Challenger Life is not an authorised 
deposit-taking institution for the purpose of the Banking Act 1959 (Cth), and its obligations do not represent deposits or liabilities of an authorised 
deposit-taking institution in the Challenger Group (Challenger ADI) and no Challenger ADI provides a guarantee or otherwise provides assurance in respect 
of the obligations of Challenger Life.

challenger.com.au

We’re always ready to support you and your clients
Challenger has a range of tools to help you and your clients with their retirement and aged care planning, including calculators, 
videos and case studies. To access them or find out more:

 Visit challenger.com.au

Speak to your Challenger BDM

Log in, or register for AdviserOnline at 
adviseronlineportal.com.au

Call Adviser Services 13 35 66

http://www.challenger.com.au/

