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Looking to find the right mix of growth potential and protection for their retirement assets, many people choose to add 
a fixed index annuity (FIA) to their overall portfolio. Part of how FIAs work is having index crediting strategies that are used 
to calculate interest credits. There is no “best” crediting method or index since each performs differently in various market 
scenarios, but understanding each option can help you make an educated decision on the crediting strategy that’s most 
suitable for your needs.

How does a fixed index annuity credit interest?
When purchasing an FIA, the annuitant has control over how their initial premium is allocated between a fixed account 
or index accounts and can choose from several crediting methods. Each strategy has its own formula and crediting 
components, but every crediting method allows the annuity owner to earn interest based in part on the performance 
of an external market index. Since a FIA is not directly invested in the market, it offers potential for growth, while still 
providing protection from market downturns.

The following limits have an impact on the amount of interest that may be credited to a fixed index annuity.

•  Participation rates limit the interest credit to a set percentage of any index gain. For example, 
if the participation rate is 30% and the index gain is 10%, the interest credit would be 3%.

•  Index cap rates are upper limits on how much of the index gain can be received. For example, 
if the cap rate is 5% and the index gain is 10%, the interest credit would be capped at 5%.

•  Index margins are subtracted from any index gain before an interest credit is received. For example, 
if the index margin is 2% and the index gain is 10%, the interest credit would be 8%.

What are the methods for interest crediting?
There are a variety of crediting method options that can be used to calculate interest credits. Here are a few of the most 
common.

•  Annual Point-to-Point is calculated by subtracting the beginning index value from the ending index value. The 
difference is then divided by the beginning index value; this amount is called the percent of index value change. 
The percentage can either be positive or negative.

This percent of index value change is then subject to either a participation rate, index cap rate, index margin or a 
combination of any of the three. The resulting final percentage is the interest credit percentage at the contract 
anniversary.

•  Monthly Point-to-Point calculates interest credits by determining the change in the index value over a one-month 
period, subject to a monthly index cap rate, then adding together the 12 monthly index value changes during a 
contract year. Interest credits, if any, are determined each contract year and are based in part on the index values 
of the respective indices over that same term. Though the value for a given month could be negative, the final 
interest credit percentage (the sum of all monthly values) can never be less than zero.

•  Inverse Performance Trigger is calculated by taking the index values from the beginning of a contract year and 
comparing them to the index values at the end of the contract year. If the ending index value is equal to or 
less than the starting index value, the money allocated to this option will be credited interest at the declared 
performance rate. If the ending index value is greater than the beginning index value, the money allocated to this 
option will receive a 0% interest credit percentage.

NOT FDIC/NCUA INSURED, MAY LOSE VALUE INCLUDING LOSS OF PRINCIPAL, NO BANK/CU GUARANTEE, NOT A DEPOSIT, NOT INSURED BY ANY FEDERAL GOVERNMENT AGENCY.

How to choose an index 
crediting strategy
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No matter what interest crediting method is chosen or how the market performs, interest credits can never be less than 
zero. For example, if the percent of index value change is calculated at 0% or a negative percentage, then a 0% interest 
credit percentage would be received for that contract year.

Preparing for retirement
Fixed index annuities can be a valuable retirement income solution that offers safety and guarantees along with the 
opportunity to help retirement savings grow. As you plan for the future, consider talking to a financial professional to share 
your retirement vision and explore which options can help you achieve that dream. Since everyone’s situation is unique, 
having an expert on your team can help you combine products, better understand interest crediting strategies, and find 
the solutions that meet your personal needs and help get you on track to a happy retirement.
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The term financial professional is not intended to imply engagement in an advisory business in which compensation is not related to sales. Financial professionals that are insurance licensed will be 
paid a commission on the sale of an insurance product.

Fixed index annuities are not a direct investment in the stock market. They are long-term insurance products with guarantees backed by the issuing company. They provide the potential for interest 
to be credited based in part on the performance of specific indices, without the risk of loss of premium due to market downturns or fluctuation. Although fixed index annuities guarantee no loss 
of premium due to market downturns, deductions from the accumulation value for additional optional benefit riders or strategy fees associated with allocations to enhanced crediting methods 
could exceed interest credited to the accumulation value, which would result in loss of premium. They may not be appropriate for all clients. Interest credits to a fixed index annuity will not mirror 
the actual performance of the relevant index. Premium taxes: accumulation value will be reduced for premium taxes as required by the state of residence.

Securities distributed by Sammons Financial Network®, LLC., member FINRA. Insurance products are issued by Midland National® Life Insurance Company (West Des Moines, IA). Sammons Institutional 
Group®, Inc. provides administrative services. Sammons Financial Network®, LLC., Midland National® Life Insurance Company and Sammons Institutional Group®, Inc., are wholly owned subsidiaries 
of Sammons® Financial Group, Inc. Sammons Retirement Solutions® is a division of Sammons Institutional Group®, Inc. 
A.M. Best is a large third-party independent reporting and rating company that rates an insurance company on the basis of the company’s financial strength, operating performance, and ability to 
meet its obligations to policyholders. S&P Global Ratings is an independent, third-party rating firm that rates on the basis of financial strength. Fitch Ratings is a global leader in financial information 
services and credit ratings. Ratings shown reflect the opinions of the rating agencies and are not implied warranties of the company’s ability to meet its financial obligations. The above ratings apply 
to Midland National’s financial strength and claims-paying ability.  A) A.M. Best rating affirmed on August 13, 2024. For the latest rating, access ambest.com. B) Awarded to Midland National® as part 
of Sammons® Financial Group Inc., which consists of Midland National® Life Insurance Company and North American Company for Life and Health Insurance®. C) S&P Global Ratings’ rating assigned 
February 26, 2009 and affirmed on May 22, 2024. D) Fitch Ratings’ rating affirmed an Insurer Financial Strength rating of A+ Stable on June 26, 2024. The rating reflects the organization’s strong business 
profile, low financial leverage, very strong statutory capitalization, and strong operating profitability supported by strong investment performance. For more information access fitchratings.com.

As a dedicated division of Sammons Institutional Group®, Inc., Sammons Retirement Solutions® we specialize in tailored 
portfolio-management solutions, including mutual fund accounts, variable annuities, and both fixed and fixed index 
annuities. These annuities are issued by Midland National® Life Insurance Company, a proud subsidiary of employee-owned 
Sammons® Financial Group, Inc. This strong affiliation highlights our dedication as a trusted partner, prepared to support 
you well into the future.

For over a century, Midland National has been dedicated to supporting its customers by prioritizing growth, income, and 
financial security. We are proud of our impact on the financial futures we help secure and the legacies we help establish. 
With a rich history and a proven financial track record, we bring experience to every annuity we offer. Independent rating 
agencies have consistently recognized this financial strength:

Helping you enjoy a life of living well

Empowering your retirement journey. Let’s work together. Now is the time to work with your financial professional 
to develop a strong retirement plan you believe in. In the meantime, see if your values align with ours and if our simple, 
innovative, and straightforward solutions may be right for you. Visit srslivewell.com.

A.M. BestA,B (Superior) (Second category of 15)
S&P Global RatingsB,C (Strong) (Fifth category of 22)
Fitch RatingsB,D (Stable) (Fifth category of 19)
Ratings are subject to change.

http://www.finra.org
https://web.ambest.com/home
https://www.fitchratings.com/
http://srslivewell.com

