
FundQuest to Carry Fidelity’s No-Frills Variable Annuity | 1

FundQuest to Carry Fidelity’s No-Frills Variable Annuity

By Editor Test        Tue, Dec 1, 2009

The alliance marks the first time Fidelity's annuity and insurance business has expanded its distribution through a turnkey asset
management firm.

Fidelity Investments Life Insurance Company (FILI) and FundQuest, a provider of fee-based managed
account services, have agreed that FundQuest will market the Fidelity Personal Retirement Annuity to
broker-dealers and about 40 registered investment advisors.

The deal, which helps Fidelity extend its reach into the fee-based advisor and RIA channels, had been
under discussion for about 18 months, according to one person familiar with the arrangement. “FILI was
looking to get into the RIA and broker-dealer spaces, and this was one of the results of that push,” the
source said.

Fidelity Personal Retirement Annuity (FPRA) is a bare-bones variable annuity that provides an opportunity
for tax-deferred accumulation in more than 50 funds with an annual annuity charge of only 35 basis points-
well below the industry average of 1.37% for nongroup open variable annuities. The contract can be
annuitized but does not offer any guaranteed income riders or guaranteed minimum death benefits.

In other words, the transaction is unrelated to the turbulent world of variable annuities with lifetime
income guarantees, which has gone through boom and bust in the last three years or so. Interest in
products like FPRA and Jefferson National Life’s low-cost variable annuity are pure tax-deferral vehicles for
fee-based advisors with clients who want to save far more on a tax-deferred basis than they could in an IRA
or a 401(k) plan.

Interest in such products could rise or fall in the future, depending on the future of U.S. tax policy and
whether high-income taxpayers expect to pay more or less taxes in retirement than they currently do. On
the other hand, a product like FPRA has value for someone who simply wants to save on a tax-deferred
basis for several decades and then convert the assets to an income annuity-the purpose for which it was
originally intended.

FPRA will be featured on FundQuest’s Wealth Architect, an advisor back-office and investment
management platform. Advisory firms use Wealth Architect to outsource the construction and management
of fee-based mutual fund models, unified managed accounts (UMAs), income portfolios, specialized
portfolios and a variety of services. FundQuest was already a client of the Fidelity Institutional Wealt h
Services Group.

“This is about expanded distribution rather than product innovation,” said Joan Bloom, senior vice
president in Fidelity’s individual retirement business. “Fee-based advisors are generally under-represented
in the annuity space. We believe that annuities can play an important role in adding tax efficiency to a
portfolio.”
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Some of FundQuest’s broker-dealer clients are owned by insurance companies that in some cases offer
their own competing variable annuities. “Some advisors have their own proprietary products, in which case
we wouldn’t be offered. Or we might, depending on their views on open architecture,” Bloom added.

The alliance, said to have been initiated by a FundQuest client who wanted access to an additional variable
annuity through the FundQuest platform, marks the first time Fidelity’s annuity and insurance business has
expanded its distribution through a turnkey asset management firm like FundQuest. Since 2005, Fidelity
has marketed the product direct to consumers. Both firms are based in Boston. FundQuest, which has an
estimated $40 billion under management in the U.S. and Europe, is a unit of BNP Paribas.

According to a release, FundQuest has integrated FPRA into its asset allocation modeling capabilities for
fee-based advisors. Fidelity will provide annuity-related sales support and access to Fidelity’s insurance-
licensed sales representatives.
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