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NAVIGATING MARKET VOLATILITY IN 
RETIREMENT WITH PERMANENT LIFE 
INSURANCE

Client profile

• Male, age 50, Super Preferred NS, married
• All children “out of the house”
• No mortgage or other significant debt
• Desires approximately $60,000 of annual after-tax income 

during retirement (not including Social Security benefits)
• Is able to direct $2,500/month to additional savings.

Mr. Smith – 30-year average market return → 9.64%

Analysis of “sequence of return risk” shows that withdrawing income 
early in retirement during a down market can significantly reduce 
portfolio longevity. Show your clients how a cash-value life insurance 
policy can help protect them against this risk by providing an 
alternative source of income during down markets.

Impact of sequences of returns

Compare Mr. Smith (retiring in 1969) and Mrs. Jones (retiring in 
1971):

• Each start with retirement accounts with $2M
• Each withdraw $100k annually

Mrs. Jones – 30-year average market return → 9.54%
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An alternative scenario for Mr. Smith

What if Mr. Smith had been able to avoid taking withdrawals during the years when the market performed negatively (excluding year 
1), because he had another tax-advantaged source of income he could access? In that case, he likely would have experienced a much 
different outcome with respect to the longevity of his account.

Mr. Smith – 30-year average market return → 9.64%

Conclusion
Cash value life insurance can help manage the sequence 
of return risk clients will face during their retirement 
years. And using an indexed universal life policy can help 
drive cash value growth at potentially higher crediting 
rates than a traditional Ul policy can, while offering a 
“floor” that provides downside protection during down 
markets. What’s more, adding a Long-Term Care rider
gives clients additional protection of their primary income 
assets. In short, cash value life insurance offers a solution 
that clients may be looking for, now more than ever, to 
help cover times of financial uncertainty.

Avoiding withdrawals from this account in years when 
there was negative market returns substantially 
increases its potential longevity. However, in order 
avoid taking taxable withdrawals in this manner, Mr. 
Smith would likely need another source of income 
from which to draw. Permanent life insurance can 
serve as this source of tax-free income.

Although Mr. Smith experienced a slightly higher average 
rate of return over a 30-year period, his outcome was 
much different due to the sequence of those returns. * 
This is a hypothetical of those returns.
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