
Don’t Invest in Things You Don’t Understand 

I used to feel like I was on the outside looking in when I heard people talk about SWAP interest rates, 
or derivative markets, or something called equity indexed annuities.  But guess what?  I’m better off 
not knowing. 

Many of these “sophisticated” techniques came about in the 90’s prior to the tech bubble and the 
stock market crash in 2008 when some people lost as much as 40% of the value of their 
investments.  They were created by brokers and analysts who had time to sit around and think up 
ways to “beat the market” or at least convince other people they knew how (think Bernie Madoff). 

I was one of those who got sucked in.  Several years ago, I was busy working in corporate America 
and just couldn’t find the time to decide what to do with a 401(k) rollover I had from a previous 
employer.  So, I did what most people do and asked friends and family who they used to manage 
their money.  I was referred to someone who worked for one of the big “wirehouses so I figured he 
had to know what he was doing and that he would do it in my best interest.   

The funds seemed to do fine for a couple of years until my broker became insistent that I needed to 
transfer my investments into a variable annuity.  I’m not going into a lengthy discussion of annuities 
because there are several kinds and some may be appropriate for some people with specific needs.  
Suffice it to say there’s a well-known saying that “annuities are not bought, they’re sold”.  The seller 
typically receives a handsome commission, the fees are high and they can be very difficult to 
unravel. 

I lost over 50% of that investment.  If those funds had remained invested in safer, (more 
understandable) securities I would be in a much better financial position today. 

So, find someone you trust, ask questions, and make sure you understand the answers.  Your 
financial future may depend on it. 

 


