
Financial facts

In an uncertain economic environment, many 
consumers may be seeking fixed rate products 
like certificates of deposit (CDs) for security. 
While benefits such as short term durations and 
a guaranteed interest rate can be appealing, two 
factors are often overlooked that can negatively 
impact a conservative fixed rate: taxes and inflation.

The hypothetical chart shows what a “real rate” 
of return can be when adjusted for any applicable 
taxes and potential inflation rates.

The CD return rates on the right are calculated using 
the six-month annualized average monthly CD rate 
as reported by the Federal Reserve. The tax rate 
used in the example is the highest marginal federal 
income-tax rate based on $100,000 of taxable 
income for a married couple filing jointly. The tax 
rate assumed will not apply to every consumer, and 
a lower tax rate may have a more favorable impact 
on the real return. The use of alternate assumptions 
will produce different results.

Impact of inflation and taxes on a fixed rate

Talk to your financial professional 
today about how to reach your  
long-term financial goals and how 
annuities can be a part of your plan.
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Year

 Average  
Six-Month  
CD Rate1

Taxes2
Inflation 

Consumer Price 
Index (CPI)3

Real Return 
after Taxes and 

Inflation

2000 6.58% 28.00% 3.4% 1.34%
2001 3.64% 27.50% 1.6% 1.04%
2002 1.81% 27.00% 2.4% -1.08%
2003 1.17% 25.00% 1.9% -1.02%
2004 1.74% 25.00% 3.3% -2.00%
2005 3.72% 25.00% 3.4% -0.61%
2006 5.23% 25.00% 2.5% 1.42%
2007 5.23% 25.00% 4.1% -0.18%
2008 3.14% 25.00% 0.1%   2.25%
2009 0.87% 25.00% 2.7% -2.05%
2010 0.53% 25.00% 1.5% -1.10%
2011 0.33% 25.00% 3.0% -2.75%
2012 0.23% 25.00% 1.7% -1.53%
2013 0.20% 25.00% 1.5% -1.35%
2014 0.13% 25.00% 0.8% -0.70%
2015 0.13% 25.00% 0.7% -0.60%
2016 0.14% 25.00% 2.1% -2.00%
2017 0.16% 25.00% 2.1% -1.98%
2018 0.27% 22.00% 1.9% -1.69%
2019 0.43% 22.00% 2.3% -1.96%
2020 0.20% 22.00% 1.4% -1.24%
2021 0.09% 22.00% 7.0% -6.93%
2022 0.26% 22.00% 6.5% -6.30%
2023 1.21% 22.00% 3.4% -2.46%

1.  Annualized average six-month CD rate: https://www.fdic.gov/regulations/resources/rates/
previous.html.

2.  Highest marginal federal income-tax rates based on $100,000 income for a married couple filing 
jointly: https://taxfoundation.org/2023-tax-brackets/.

3.  Inflation rates are based on the consumer price index (CPI), a measure of change in consumer prices 
as measured by the U.S. Department of Labor’s Bureau of Labor Statistics. The annual inflation rate 
shown the table above corresponds to the December 12-Month % Change in the CPI-U for each 
respective year: https://beta.bls.gov/dataViewer/view/timeseries/CUUR0000SA0.
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