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“Healthcare 
expenses can  
create a  
considerable  
financial burden  
for many people  
with Medicare”
                        – AARP Spotlight

The question is: 
How will current 

and future Medicare 
beneficiaries cover 

their annual healthcare 
expenses?

Americans currently benefit  
from Medicare – and this  
number is expected to exceed  
90m in about 36 years1 

USING VARIABLE ANNUITIES TO  
BRIDGE THE MEDICARE GAP
Annuities offering guaranteed lifetime income may ease the  
burden of Medicare out-of-pocket expenses

of them are worried  
about affording their  
out-of-pocket costs

75%

average annual out-of-
pocket expenses incurred 
by a married couple with 
traditional Medicare2

65m

According to the Schroders 2022 US Retirement Survey, among retirees:

Medicare beneficiaries often face economic pressure due to the 
unpredictability of their retirement income

say their general expenses  
in retirement are higher  

than expected

don’t have any  
strategies to generate  

retirement income

44% 49%

1 KFF, The Facts About Medicare Spending, June 2023. 
2  AARP Spotlight, Beneficiaries in Traditional Medicare: Out-of-Pocket Spending for Health Care, March 2023.
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$13,000+ 
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Use a variable annuity

$240,000 Invested to purchase a variable 
annuity

5.5% Annual payout established for a 
joint life expectancy

$13,200 Annual guaranteed income 
stream generated

Draw on managed money

$330,000 Set aside from investable assets  
to cover medical expenses

4% Payout established with a 
systematic withdrawal plan

$13,200 Annual payout, with no 
guarantees, given that principal 
will be subject to market volatility

Among working Americans approaching retirement age (60-65) and 
Medicare eligibility, the survey found: Lifetime income is the

#1 choice among investors 
considering retirement solutions

Surprisingly, only

17% currently use or plan 
to use annuities to generate 
income in retirement

are concerned or terrified by the idea of no longer receiving regular employment paychecks 
in retirement

86%

don’t believe they will be able to replace 75% of their last paycheck with retirement income
55%

are concerned about higher healthcare costs than expected in retirement
64%

fear that health issues will drain their savings 

52%

A solution for Medicare 
beneficiaries

Recommend a variable annuity with 
guaranteed lifetime income to help 
offset Medicare out-of-pocket expenses. 

See below for an example of this 
strategy in action.

Source: Schroders. Shown for illustrative purposes only and should not be interpreted as investment guidance or a recommendation to invest in any financial instrument. 
The scenarios shown are hypothetical and based on assumptions that may not account for actual market conditions or investor needs. There is no guarantee these outcomes 
will be achieved.

About the survey

The Schroders 2022 US Retirement 
Survey was conducted by 8 Acre 
Perspective among 1,000 US investors 
nationwide ages 45-75 from  
February 17, 2022, through  
February 28, 2022. The median 
household income for working 
Americans surveyed was $75,000.

Two options to cover annual out-of-pocket  
Medicare expenses

The variable annuity enables an investor to generate the same level of income to cover 

medical expenses with 28% less of their assets.
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Source: Schroders 2022 US Retirement Survey.

Source: Schroders 2022 US Retirement Survey.



Important information: All investments involve risk, including the loss of principal. The views and opinions contained herein are those of the authors and do not 
necessarily represent Schroder Investment Management North America Inc.’s house views. Issued January 2024. These views and opinions are subject to change. 
Companies/issuers/sectors mentioned are for illustrative purposes only and should not be viewed as a recommendation to buy/sell. This report is intended to be for 
information purposes only and it is not intended as promotional material in any respect. The material is not intended as an offer or solicitation for the purchase or sale  
of any financial instrument. The material is not intended to provide, and should not be relied on for accounting, legal or tax advice, or investment recommendations. 
Information herein has been obtained from sources we believe to be reliable but Schroder Investment Management North America Inc. (“SIMNA Inc.”) does not warrant  
its completeness or accuracy. Reliance should not be placed on the views and information in the document when making individual investment and/or strategic decisions.  
The opinions stated in this document include some forecasted views. We believe that we are basing our expectations and beliefs on reasonable assumptions within the 
bounds of what we currently know. However, there is no guarantee that any forecasts or opinions will be realized. No responsibility can be accepted for errors of fact obtained 
from third parties. While every effort has been made to produce a fair representation of performance, no representations or warranties are made as to the accuracy of the 
information or ratings presented, and no responsibility or liability can be accepted for damage caused by use of or reliance on the information contained within this report. 
Past performance is no guarantee of future results. Diversification and asset allocation cannot ensure profits or protect against the loss of principal.

Schroder Investment Management North America Inc. (“SIMNA Inc.”) is registered as an investment adviser, CRD Number 105820, with the US Securities and Exchange 
Commission and as a Portfolio Manager, NRD Number 12130, with the securities regulatory authorities in Alberta, British Columbia, Manitoba, Nova Scotia, Ontario, Quebec 
and Saskatchewan. It provides asset management products and services to clients in the United States and Canada. Schroder Fund Advisors LLC (“SFA”) markets certain 
investment vehicles for which SIMNA Inc. is an investment adviser. SFA is a wholly-owned subsidiary of SIMNA Inc. and is registered as a limited purpose broker-dealer with 
the Financial Industry Regulatory Authority and as an Exempt Market Dealer with the securities regulatory authorities in Alberta, British Columbia, Manitoba, New Brunswick, 
Newfoundland and Labrador, Nova Scotia, Ontario, Quebec, and Saskatchewan. This document does not purport to provide investment advice and the information contained 
in this material is for informational purposes and not to engage in trading activities. It does not purport to describe the business or affairs of any issuer and is not being 
provided for delivery to or review by any prospective purchaser so as to assist the prospective purchaser to make an investment decision in respect of securities being sold in 
a distribution. SIMNA Inc. and SFA are wholly-owned subsidiaries of Schroders plc, a UK public company with shares listed on the London Stock Exchange. Further information 
about Schroders can be found at www.schroders.com/us or www.schroders.com/ca.
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