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Fee-Based Annuities May Alter High-Cost Reputation of Variable Annuities 
 

August 24, 2018, Needham, MA – The variable annuity (VA) industry continues to battle 
meaningful challenges with sales plummeting nearly 40% since their last high in 2011. While many 
industry experts cite the uncertainty surrounding the partial implementation of Department of 
Labor’s fiduciary rule as contributing to reduced sales, the perception of high fees has long been a 
sticking point for advisors and their clients. In fact, over 60% of advisors specify high costs as the 
greatest barrier to expanding VA sales, according to more than 800 advisors across all channels 
from FUSE Research Network’s latest Advisor Trend Monitor Series Report – Variable Annuities: 
The Advisor View, published in conjunction with WealthManagement.com.  
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The recent expansion of fee-based VA offerings may change the long-held association between 
VAs and high costs. “The broader offering of fee-based, non-commissionable, and therefore lower 
fee, annuities is a relatively recent phenomenon, and this change in fee structure may not yet have 
had an effect on advisor perceptions,” explains Patrick Newcomb, Director of BenchMark 
Research, FUSE Research Network. “These products remove the role VA manufacturers played in 
compensating advisors through up-front and trail commissions. Instead, advisors who choose to 
use these annuities negotiate compensation directly with clients, as they do in other fee-based 
accounts.” Since our 2015 report, all of the top VA companies in our survey (Jackson National, 
Lincoln, Prudential, and many more,) have launched fee-based, non-commissionable annuities.  
 
Overall, 17% of advisors we surveyed reported that they increased their use of fee-based VAs in 
the last two years while 36% plan to increase their use of fee-based VAs over the next two years. 
“This acceleration in the rate of fee based VA uptake is encouraging for VA companies that have 
dedicated resources to this newly hot product segment and will certainly be something to closely 
follow in the VA space as investors continue to become more cost conscious,” notes Newcomb.  
 
The Advisor Trend Monitor Report – Variable Annuities: The Advisor View serves as an update to 
our 2015 report. In addition to the discussion on the barriers that limit VA sales and fee-based 
annuities, the report examines responses from more than 800 advisors on the following topics: 
reasons for using VAs in client portfolios, importance of factors in recommending a variable 
annuity, advisor rankings of variable annuity issuers, expected change in VA use over the next five 
years and more.  
 
The FUSE Advisor Trend Monitor is a survey-based report series that provides timely insight into 
advisor views on a range of issues central to asset managers’ decisions about resource allocation. 
With the ongoing support of our partner, WealthManagement.com, FUSE releases a total of six 
reports annually that make up the Advisor Trend Monitor series. 
 

For details about obtaining a copy of Variable Annuities: The Advisor View, please email Jason 
Heinhorst at jheinhorst@fuse-research.com or call (720) 221-5223. 
 

About FUSE Research Network LLC 
 

FUSE was launched in 2008 with the view that research and consulting support for asset managers 

has failed to evolve with the changing needs of the client. The future competitive environment will 

demand that clients make important business decisions within shorter and shorter timeframes.  

 

In order to support clients in this setting, FUSE provides a dynamic research platform that covers 
our clients’ current and future decision areas (strategic and tactical). Our goal is to become an 
invaluable business partner through the delivery of highly informed and forward-looking 
recommendations that are among the critical inputs our clients need to optimize results. 
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