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How Much Do You
Need To Retire?



Did you know that most families don't have any retirement savings? 

Even the ones who are quickly approaching retirement? 

Amid political and economic uncertainty most Americans don't really know what to do when it 
comes to building a retirement plan. �e rise of the gig economy is helping the confusion. 

What does retirement even really mean anymore? How much do you really need to retire in the 20s? 
We created this comprehensive guide to answer your questions about modern retirement.

�e Foundations: Saving vs. Investing 

Before you can dive into the �gures of how much you need to retire, you need to understand the 
basics of wealth building: saving and investing. Savings is money you put away in an account that 
simply exists. Instead of sitting in a bank account, (good) investments make money. 

A home in a nice or up-and-coming neighborhood is considered to be a good investment because 
historically in�ation combined with the expected increase value of the home means that the home 
will increase in value overtime by simply existing. 

Investments come in many forms. �e 401(k) is the poster child for retirement savings. �is type of 
account is considered to be an investment account because it essentially grows overtime. 

But making the most of a 401(k) requires a little more diligence and strategy, which we'll get into 
more below. 
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�e idea here is that your annual income will only need to be 80% of whatever your ending salary is. So, 
if your �nal salary is $120,000, then a $96,000 salary in retirement should su�ce. Simply multiply 
$96,000 by your life expectancy to calculate the total you will need to save for retirement. 
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Some experts say that the amount of money in your savings should be equal to your annual salary by 
about age 30. �ey say the way to accomplish this is to start saving 15% of your income by age 25. �en 
to invest at least 50% of your savings in stocks.

But, this can be challenging to accomplish for 25 year-olds. Since other �nancial experts recommend 
prioritizing paying o� debt before thinking about investing. 
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Another way to know how much you should have saved for retirement is as simple as multiplying your 
salary. �ey say by age 30 you should have a sum equal to your annual salary in your savings. �en, by 
age 40 you should have double the amount of your annual salary.

By 50, you should have four times your salary, by 60 you should have six times and by age 67, eight times. 
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For this approach, experts calculated how much of your income should be saved by di�erent ranges. 
Based on this philosophy, you should be saving 19% of your salary between age 25 and 34.

�en, saving 23% of your income between 35 and 44. Starting at age 45 through age 54 you should save 
27%. At age 55 the amount saved drops to 22%. �en by age 65 you only need to save 8% of your income. 
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How Much Do You Really Need to Retire? �e Formulas 

�ere are a lot of formulas out there for calculating how much you need to retire. We've shared some 
main ones.  



Key Figures For Predicting How Much You'll Need for 
Retirement

Most of our lives will be di�erent at age 60 than today. It's important to consider the changes in your 
lifestyle when calculating how much you'll need. For example, you might not be spending as much 
on entertainment or childcare in your 60s, but you may have to spend more on healthcare. 

Do not underestimate the increase in the cost of medical expenses as you age. Whether it's for 
preventative purposes, cosmetic or treatments. If you're not working, you'll likely need less money 
when it comes to transportation. You also might �nd yourself eating out less, which can also save 
you money. 

You'll also want to consider in�ation and salary increases every year, in addition to not having to pay 
wage taxes. Don't forget to calculate the di�erences in the rate of return for your investments before 
and during retirement too. Along with how much you can realistically expect from Social Security.
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10 Years

15 Years

20 Years

25 Years

30 Years

35 Years

40 Years

$64,500

$34,400

$20,400

$12,700

$8,200

$5,400

$3,600

$5,375

$2,867

$1,700

$1,058

$683

$450

$300

�is chart shows how much you'll need to sock away annually or monthly 
if you want to amass a million dollars -- over several di�erent periods of 

time. It assumes an average annual growth rate of 8%.
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Will You Work During Retirement?

Sometimes people who may have waited to save for retirement will try to make up for the cost by 
planning to work during retirement. �is logically makes sense. �ere are also social security 
bene�ts for putting o� retirement because the longer you wait to stop working, the more social 
security you'll likely qualify to receive every month.

Work is also a great way to keep the mind and body active in older age, which can extend the 
sharpness of your cognitive ability. It can also provide seniors with social circles that wouldn't be 
exposed to otherwise. Or, it might o�er the opportunity to pursue a new career in something you're 
passionate about during your last phase of life. 

All of these sound like great things, but the expectation versus the reality of what retirement will be 
like can be very di�erent things.

�e age to qualify for social security is 65, with early bene�t programs available as early as 62. While 
you might get a little bit of extra income the longer you wait, you will get social security no matter 
how much or little you work during retirement. 

�ere are also major di�erences in di�erent types of 
work.

If you're a senior working at a fast-food restaurant to 
make ends meet, yes you're active, but you're also 
likely stressed and risking your health. A senior who 
has the support of their adult children and can 
comfortably pursue their hobby of quilting when they 
retire will have a much di�erent quality of life. 

Unfortunately, there are also limited job opportunities for seniors. Something that might seem 
doable at 35 years-old will feel a lot di�erent by age 65. Not only with your body, but in your mind 
too. 

�e truth is that only about 20% of people over the age of 65 still work. Planning to stay active with a 
stress-free part-time job that earns you some extra spending money can be a great idea. Yet, it's not 
smart to rely on yourself to work much beyond that in older age in a fast-paced sales and marketing 
job. 

�e best approach for still earning income while your retired is setting-up streams of passive income 
as quickly as possible. 
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�e Di�erent Ways to Save: Building a Portfolio

�is is where investing can become more of a philosophy than a science. A portfolio is essentially the 
body of your �nancial assets, savings, and investments. Most portfolios should include the major 
asset classes: domestic stocks, international stocks, and bonds. 

Most people aim to have a diverse portfolio, with many sources for building wealth. �e point of this 
is to mitigate risk. If your investment strategy is to invest all of your money into stocks for one 
industry, if something happens to that industry, you are going to lose your money. 

Choosing the "right" balance for your investments depends on your goals your expertise and your 
�nancial standing. Your investment strategy can include things like equity, stocks, bonds and savings 
accounts. 

Retirement accounts should be one piece of your investment pie. �ere are a lot of di�erent ways to 
save for retirement, but there are a few types of accounts and strategies that are more common than 
others. 

Understanding �e 401(k)

As we mentioned earlier, the 401(k) has become synonymous with retirement. According to one 
report, about 55 million Americans have active 401(k) accounts. To put that into perspective the 
current population of America is just over 327 million. 

A 401(k) allows you to specify how much money you want to save every year. Many employers o�er 
to match the amount you put into your savings. �ese types of accounts are not highly taxed, but 
they do have contribution limits. 
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Can You Count on Social Security?

It's hard to predict how reliable social security will be in the future. Social security is basically a 
pension program that American workers opt-into with the expectation of bene�ts in the future. 

Most American retirees depend on social security and future retired Millennials will need it too. 
Calculating how much you can expect from social security is complicated, but not impossible. 

But most �nancial advisors suggest not expecting social security to be enough for retirement. Many 
who are contributing to social security view it as either a bond or an annuity in their asset allocation. 

�ere are two types of 401(k)s: A Traditional IRA and a Roth IRA. �e main di�erence between 
these is how tax is applied.

With a Traditional 401(k), you are taxed when you take the money out of the account (in the future). 
With a Roth 401(k), you are taxed now, meaning you will not be taxed in the future when the money 
is withdrawn. 

But not every 401(k) is the same. �e big decision maker between choosing a Traditional or Roth 
401(k) is the tax margins used by the �nancial institution you're using. 

For nearly half of retirees, Social Security represents 50 
percent or more of their annual income. For about 20 

percent, it represents 90 percent of their income.
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Should You Use An IRA for Retirement?

IRAs work like 401(k)s in that you choose how much you want to contribute to your account every 
year. �ey are di�erent because a 401(k) requires that deductions be made from a paycheck. It 
doesn't matter where the money comes from with an IRA. 

Like 401(k)s, IRAs have contribution limits. If you have a high income, an IRA will likely not be the 
only type of investment account you have. You will be �ned if you go over the contribution limit. 

Unlike 401(k)s, IRAs are not o�ered through an employer. You need to seek out these types of 
investment accounts on your own or with the help of a �nancial advisor or wealth manager. 

With a Traditional IRA, you're contributing money that has theoretically already been taxed. So at 
the end of the year, you can actually claim your contributions as a deduction if you make under a 
speci�c salary.

You will be taxed on the money when it is dispersed. With a Roth IRA, money can be withdrawn 
tax-free if you meet the eligibility requirements for this. 
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Retirement Options for the Self Employed 

�e most popular retirement option for Americans is tied to an employer and getting a paycheck. 
But what are your options if you are self-employed?

Running your own businesses is hard work! �ere's no getting around that fact, business owners are 
concerned with administrative as well as making sales. Below are some of the most common options. 

For Individuals Without Employees 

�e IRA is a leading option if you're self-employed. As we mentioned earlier, it acts a lot like a 
401(k) and has many bene�ts. It's pretty straightforward and is usually the most accessible option for 
people who are self-employed. 

�ere's also a Solo 401(k) which usually has higher contribution limits than an IRA. �e bene�t to 
this is that you can contribute to your Solo 401(k) as both an employer and employee. Essentially 
matching your own contributions, but you can't contribute if you have actual employees. 

For Small Business Owners

With a SEP-IRA, employers are obligated to contribute as much from their employee's retirement 
fund as their own. So if you're choosing to save 15% of your income, your eligible employees must 
also contribute 15%. SEP IRAs also tend to o�er higher deduction limits. 

With a Simple IRA, you can deduct your contributions to yourself and your employees from your 
taxes. But your retirement money will be taxed. Employees can also choose to contribute by salary 
deferral. 
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�e Bottom Line On Retirement 

So how much do you really need to retire? Unfortunately, there isn't one tried and true answer. How 
much you need depends mostly on your goals, how much you make and the type of lifestyle you 
want to have. 

But across the board, the simplest way to �gure out how much you will need is to simply calculate 
what your annual cost of living will be during retirement, and adding that number by the number of 
years you plan to be retired for. 

Successfully planning for your retirement starts with establishing clear goals. To establish goals 
you've got to understand your values and what the most important things to you really are. 
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What Is an Annuity and 
How Does It Work?



Talks of cuts to Social Security swirl in the news each year. Because of the uncertainty around the viability 
of this retirement program, about 60% of people close to retirement fear they will outlive their savings! 

Adding in the fact that most people aren't �nancial advisors, personal investing can seem daunting. With 
so many options and the risk of losing money, many of us worry about how best to protect our money.

You may have heard about an annuity. But what is an annuity? �ese investment vehicles sound simple, but 
once you dig a little bit, they get much more complex.

Are you wondering if an annuity could work for your retirement investing plan? Read on for our de�nitive 
guide to this kind of investment.

What is an Annuity?
Simply stated, an annuity is a contract between an investor and an insurance company. �e investor puts 
down a lump sum of money or makes regular payments much like insurance premiums. Upon their 
retirement, the insurance company pays back out to them.

�e intent of an annuity is to provide retirees with a guaranteed amount of income for the rest of their 
lives. �e income amount will vary based on the initial investment and type of annuity you choose. �e 
ultimate goal is to provide some peace of mind about funding your retirement.

Annuities come in a number of di�erent options. �ey vary on how one can invest in them and how they 
payout later on. Let's take a look at all the di�erent varieties.

83% of annuity owners 
report buying the 
annuity to ensure 

against them or their 
spouse outliving their 

life expectancy.
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Types of Annuities
�ere are three main types of annuities, with a fourth rather uncommon kind we'll talk about brie�y. �ese 
types are �xed annuity, variable annuity, and an indexed annuity. Here are the details of each kind.

Fixed Annuity
A �xed annuity is similar to a savings account, with the added complexity of an investment product. �e 
"�xed" part here refers to the amount of money your annuity will generate.

In a �xed annuity, you'll receive a guaranteed rate of return. Currently, this ranges from around 3% to 5%, 
though that is subject to change. As you can see, �xed annuities do not o�er great growth potential. 
Compared to the 10% average historical rate of return of the stock market, the �xed annuity falls short.

�e main bene�t of the �xed annuity is its guarantee. You never have to worry about market �uctuations 
a�ecting your original investment, and it is guaranteed to grow.

For a short-term investment of a large lump sum near retirement, the �xed annuity might be a good option 
for you. Alternatively, if you have a sum of money you're sure you won't need to touch before age 59 1/2 
and it's a part of a larger investment strategy, the �xed annuity can provide some peace of mind. 

A �xed annuity is great for people who cannot handle the anxiety of market downturns. However, for many 
of us, a �xed annuity just doesn't o�er a high enough rate of return. �at's where a variable annuity comes 
in.

If Jim invests $50,000 in a 10 year guaranteed fixed 
annuity at a 5% compounding interest return; 

assuming he doesn't withdraw prematurely, Jim 
can count on having $81,445 at the end of the term.
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Variable Annuity
As opposed to a �xed annuity, a variable annuity has a changing rate of return based on how the market 
performs. It's similar to a mutual fund combined with the bene�ts of the annuity product.

Investors in a variable annuity will have a choice of funds to place their money into. �ese are usually 
accompanied by many of the tools available in other kinds of retirement accounts. �ese might include 
asset rebalancing or automatic investing.

Also in contrast to the �xed annuity, a variable annuity o�ers the potential for a higher rate of return on 
your money. While the �xed annuity o�ers some peace of mind, the variable annuity provides a chance to 
grow your money quicker.

Indexed Annuity
An indexed annuity combines some factors of the �xed and variable annuities into its own vehicle. Part of 
your money will generate a �xed and guaranteed income, while another portion will be subject to the ups 
and downs of the market. As most investors know, that can be great - or it can be terrible.

�e indexed annuity o�ers some protection against market downturns. �e tradeo� is a lower rate of 
return on the variable portion of your money. It's kind of a middle-ground option.

Immediate Annuity
On the last note, there is one last, though uncommon, type of annuity. �is is an immediate annuity. Some 
companies o�er the option of paying a single lump sum and converting it immediately into a payment 
stream.

As you can see in the chart, a 
$100,000 variable annuity 

gradually overtakes a 
mutual fund of similar yield. 
A�er 20 years, the di�erence 

is quite pronounced: 

Nearly $50,000.�
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How do Annuities Work?
An annuity works a lot like an insurance policy. When you purchase one, you are paying the insurance 
company to take on the risk that you'll outlive the investment (and fees) that you put into it. �e insurance 
company - morbidly, perhaps - is taking the opposite bet.

�ere are usually a number of choices to make regarding the features of your annuity. 

Fixed vs. Variable
�e �rst choice you'll need to make is between the �xed or variable annuity. Do you want the peace of 
mind of a �xed return or the possibility of a higher rate?

How Will You Pay Premiums?
�ere are two ways to pay premiums: single or multiple payments. 

A single premium annuity consists of one lump sum paid to the company. �ey will hold on to that money, 
invest it for you, and pay it out at retirement. If you've inherited a sum of money or had another type of 
windfall, you may consider choosing a single premium.

Multiple premium annuities consist of payments spread out over a course of time. �ink of it as putting 
away a little bit of savings out of each paycheck. �e balance will grow to your intended amount.

Top Sources of Funds for Purchasing Annuities:
Savings or current income (over 50%)
Proceeds from another investment
An inheritance
Sale of home of business
Death bene�t from life insurance policy
Gi� from a relative
Employment bonus
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Will Payments Start Immediately or be Deferred?
As we mentioned above, immediate annuities do exist. For most people, however, the annuity is an 
investment made now for retirement later. Payments are most o�en deferred until a�er age 59 1/2, if not later.



Payout Period
�ere are generally two options for payout: �xed or lifetime. �ere are pros and cons to each of these 
choices.

A �xed period of payments usually falls between 5 to 20 years. You will receive a consistent sum of money 
each month (or quarter, bi-annually, or annually). Payments will end once the time period you chose has 
�nished.

�e lifetime choice means you will receive the lump sum as long as you live. Part of the gamble here is that 
your payments will be less than if you choose a �xed payout, but they may last much longer.

It's impossible to know exactly how long your retirement will last. You do want to plan for the longest term 
possible!

Bene�ts of Investing in an Annuity
�e biggest bene�ts of an annuity come in the form of favorable tax treatment. Annuities are tax-deferred 
investments, meaning you can invest money directly from your pay before paying taxes on it.

In addition, any gains on your money go right back into the annuity. Your premium and gains will 
compound year over year. �is makes it an excellent way to save.

Also, there are no limits to the amount of money you can put into an annuity. �is contrasts sharply with 
401(k) and Roth IRA accounts. If you're making a salary that allows you to save over and above a personal 
retirement account, an annuity is a good option.

You can access the money you put into an annuity by doing an early withdrawal. Unfortunately, its 
tax-deferred status means that you will be charged a tax penalty if you're younger than age 59 1/2. 

�e tax-deferred status does give one more bene�t, though. �e general rule is that you'll be moving into a 
lower tax bracket a�er retirement. �erefore, you'll pay less taxes when you start withdrawing the money 
than you would have when investing it.
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Annuity Customization
Many companies o�er ways to customize your annuity contract to make it work better for your personal 
situation. In a one-size-�ts-all �nancial world, this makes annuities a little friendlier than your average 
investment.

�ese custom choices are called "riders". �ey will vary from one insurance company to another, but this 
gives you a chance to do some shopping around. Here are a few common rider options.

Living Bene�ts
Living bene�ts are geared towards guaranteeing the maximum income during your life or the life of your 
spouse. �is rider can provide guaranteed increases for your payout amount. Alternatively, a living bene�t 
rider allows you to take a payout calculation based on the age when you start taking payments.

Death Bene�ts
Many annuities can be le� to your bene�ciaries, either before the payout option or a�er. If you choose a lifetime 
payout, however, the remaining payments can only be le� to a spouse.

Death bene�t riders help mitigate some of the risks you're taking that you'll pass away before receiving back the 
amount you paid in. �is rider may allow your spouse to continue receiving payments without going through 
probate. Or you can elect to pay funeral costs or philanthropic intentions directly from the annuity.

Spousal Protection
A corollary to the death bene�t rider, spousal protection allows either spouse to continue an annuity contract 
regardless of who made the initial investment. Joint lifetime payouts mean that income is guaranteed even if the 
original annuity owner passes away. �is bene�t is generally available only to married couples.

 Basic Death Bene�t Rider
Tom purchases a $200,000 contract at age 50. 
�e contract grows nicely for 15 years and is 
then decimated by a strong bear market. Tom 
dies at age 70 when his contract is only worth 
$185,000. �e rider dictates that his 
bene�ciary will receive the original $200,000 
that was invested in the contract.
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Late Investors
Are you late to the retirement savings game? Annuities can o�er a way to overcome a previous lack of 
retirement planning.

Do you own your own business? You may not have a company-sponsored retirement plan.

By o�ering a �xed rate of income, the annuity can smooth out market �uctuations that you may not want 
to risk if you're close to retirement age.

Low Risk Tolerance
Even if you're not retiring for many years, you may not have much tolerance for risk of any kind. A �xed 
annuity might be a good choice in this case. 

By putting a lump sum in a guaranteed account, you can gain peace of mind even when the market is on a 
roller coaster. �is lump sum may also free you up to put some money in riskier, but higher-paying, 
retirement vehicles.

Fee Considerations
Be very careful about the fee structure of the annuity you purchase. Sales people will tend to talk up the 
bene�ts of the annuity and downplay the fees. However, many annuities have higher fees and trade charges 
than comparable investment vehicles.

It's always best to do your research. Check out our blog for more information and resources.

Access to Money
While you can withdraw money at any time from an annuity, the tax-deferred status means an early 
withdrawal penalty might be incurred. If you are younger than age 59 1/2, an extra 10% penalty applies in 
most withdrawal situations.

�erefore, an annuity should not be considered fully liquid. You should invest in one with money you are 
fully con�dent you won't need until retirement.

Annuity vs. Other Accounts
Shop around for the right investment for you. While an annuity can provide guaranteed income and peace 
of mind, there may be other options that work better for your risk tolerance and retirement planning. 

Is an Annuity Right For You?
�ere is a lot to consider when making your retirement investment decisions. An annuity can �ll some 
holes for people in their planning, but they're not the right vehicle for everyone.

© Created by EliteAMG 7



Get Started on Your Plan Today
What is an annuity? Now you know.

Planning for retirement starts today. Whether you're just starting your career, or looking at the transition to 
retirement, it's the right time to make your investment plan.

We are here to help. Our site has comprehensive information for anyone who is starting to think about 
retirement. Schedule your free consultation to learn more about how we can help you.
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What To Consider When 
Purchasing Life Insurance



Around 40 percent of Americans don’t have life insurance. Still, experts say it’s one of the 
smartest investments you can make.

Whether you have a life insurance policy or are thinking about getting one, you probably 
have many questions. �e most common questions are usually about how much life 
insurance you should buy.

So, how much coverage should you get? �e answer depends on you. Use this guide to 
help determine your ideal life insurance coverage.

What Do You Need Life Insurance for?
�is is a common question for people, but it’s more important than you might think. 
Before you can decide on how much life insurance to buy, you need to �gure out what you 
need or want it for.

So, what do you want your life insurance policy to do for you?

Most people buy life insurance to give them peace of mind. �e right coverage can help 
you make sure your loved ones will be taken care of if something happens to you. A term 
life policy can help you:

     • Cover funeral costs
     • Settle outstanding debts, such as mortgages or student loans
     • Provide an income for your family
     • Create college funds for your young children

�ose aren’t the only uses for life insurance, though. Depending on the type of policy you 
have, you may also be able to cash in your life insurance.
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Some people use life insurance policies to:

     • Fund their retirement
     • Start a business
     • Create a legacy by donating to a charity or school

�is is why it’s so important to ask what you want your life insurance policy to do for you. 
If you just want to settle your debts, you may pick a di�erent policy than if you want to 
fund retirement.
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Term life insurance is a policy you take out for a speci�c period, known as the term. �is 
might be 10 or 20 years. Once the term is up, the policy expires.

Whole life insurance is di�erent. �ere’s no expiry date on the policy, and the funds you 
pay are invested. �at means you can cash the policy out and use those invested funds.

Term life is usually recommended for younger people who want to protect their families. 
Younger adults are more likely to have large debts, like a mortgage. Term life policies help 
them negotiate these responsibilities if anything should happen to them.

Whole life policies are o�en considered by people who are more established. �ey may be 
thinking about retirement planning. �ey might consider a life insurance policy as an 
asset to diversify their portfolio.

Others may be thinking about the legacy they’ll leave behind.

Whole life policies are a good investment for anyone at any stage of life, but they’re more 
expensive. �at’s one reason people usually choose term life.

What’s �e Di�erence?
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How Much Life Insurance Do You Need?
Now you’ve thought about your needs and what you want to accomplish with your life 
insurance policy. From here, you’re wondering about the recommended amount.

If you just want to cover the costs of funeral arrangements, then coverage between $10,000 
and $20,000 can be enough.

However, most people want their life insurance to go further than that.

Suppose you have a mortgage and an auto loan. You’ll want to factor in the amounts of 
these debts into your coverage. You could also have children who will be heading o� to 
college in a couple of years. And you’ll probably want to make sure you’re covering your 
spouse, helping them by providing an income for a few years.

All of these factors can a�ect the amount of life insurance you may need.

�e easy way to decide how much coverage you need is to add all these numbers together. 
Take your current annual salary and multiply it by the number of years for which you 
want to provide income. �en add your debts, how much you want in your children’s 
college funds, and funeral costs.

Some experts also recommend factoring in other life insurance policies you already have. 
You should also include savings you have in your accounts, as this is also part of your 
estate.

�is method is sometimes known as the DIME formula. It should give you a good idea of 
how much coverage you may need.
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A Good Rule of �umb
Another way to �gure out how much life insurance coverage you need is to multiply your 
current salary.

Many experts put the recommended life insurance coverage amount at 10 to 15 times your 
annual income. �is would then be enough to provide your spouse with an income for 10 
or 15 years.

If you have debts or want to provide funds for your children, those costs would be 
deducted from the policy amount. What’s le� would provide a few years of income for 
your spouse as they get back on their feet.

�is rule of thumb also works if you’re planning to fund your retirement with a policy. 
You may not cash out your life insurance policy immediately a�er you retire. You could 
also use it to fund early retirement.

If you plan to retire at age 62, then you could use your life insurance policy to fund your 
retirement until age 70. �en you can take Social Security to provide part of your income.

If you want to have funds from the insurance policy longer, then you’d increase the 
amount. Of course, that assumes your spending doesn’t change as you enter your golden 
years. Some retirees downsize or trim spending, so your current salary may go further.

If you plan to travel the world for a few years, then you’ll want to make sure you have 
more. Don’t forget to factor in other sources of retirement income.
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Crunch the Numbers
What would reasonable coverage look like for an American earning $40,000 a year?

It depends on where they are in life and what they want to do with life insurance, but 
using the 10 to 15 multiplier is a good starting point.

At the lower end, this American worker would want to buy at least $400,000 of coverage. 
At the higher end, they’d want to look at a policy worth $600,000.

By contrast, someone who earns $100,000 a year would be looking at coverage of $1 
million or more.

Generally speaking, more coverage is better. Between debts and other costs, $400,000 may 
not go as far as you think it will. If you can a�ord $1 million in coverage or more, you’ll be 
able to provide more support for those you leave behind.
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Other Factors to Consider
When you’re trying to decide how much life insurance coverage to get, there are a few 
other factors you’ll want to consider.

One of them is in�ation. A policy that will let you o�er your spouse $25,000 a year for �ve 
years may sound good now. Keep in mind that most policies last 10 or 20 years.

Will $25,000 really be enough two decades from now? �e same question can be asked 
about providing college funds. How far will your children be able to go on what you leave 
them 10 years from now?
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If you have a whole life policy for retirement, funding a business, or o�ering a legacy, 
you’ll want to consider in�ation as well. Many people forget to factor in�ation into their 
calculations for retirement. �at means they don’t have the buying power they thought 
they would.

Changes in Income
If you’re just starting out in your career, you may not be earning much right now. It’s very 
likely that you’re going to move up and start earning more.

Term life insurance policies may not keep up. �e younger you are when you take one out, 
the lower the premium you’ll pay. �e policy may also not pay out enough to help your 
loved ones maintain their lifestyle 20 years from now.

For beginning professionals, it’s usually a good idea to take shorter terms on this type of 
policy. You’ll have more frequent opportunities to update the policy and be sure it’s 
providing the coverage you want.

If you’re nearing retirement age and thinking about a policy now, changes in income 
should also be on your mind. What’s a�ordable now may not be so a�ordable once you’re 
on a �xed income. Be sure to factor that into your decision.

Policies With Other Coverage
Some life insurance policies may come with other types of coverage. �is might include:

     • Catastrophic illness insurance
     • Disability insurance
     • Emergency medical insurance

�ese policies would pay out in the event you got sick and were unable to continue 
working. If you're injured in an accident, you might also be able to cash the policy out.
�ese extra coverage options can be useful in an uncertain world. �ey can provide funds 
to your family, so they can care for you.

Keep in mind that policies that combine these options come with a higher price tag. If you 
can a�ord them, though, they can give you more peace of mind.
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Living Bene�ts Options  
Tax-Free Retirement Income 

Did you know life insurance can be used to accumulate wealth and distribute tax-free 
income when you reach retirement age?  �is is made possible under tax codes IRC-7702 
and IRC-72e 

�is type of income bene�t is found in certain permanent life policies.  Over time the 
policy will build up tax-deferred cash value that can be accessed during your lifetime to 
generate a stream of retirement income.  

In addition to the retirement income your death bene�ts remain intact to assist your 
family with expenses incurred postmortem.  

Living Bene�ts Riders 

Life insurance has evolved to be much more than a death bene�t.  Other than tax-free 
retirement income, some of today's more modern policies o�er options known as living 

�ese riders are in place to protect you �nancially in the event that you become terminally 
ill, chronically ill, or critically ill, and require immediate support. 

Dependent on the policy, cash bene�t riders can be used to:  

     • Pay for medical procedures and care 
     • Cover household living expenses 
     • Pay for a family members college 
     • Purchase your dream home 
     • Invest in a family members business 

Simply put, these bene�ts can be used at your discretion and enjoyed during your life 
rather than paying a monthly premium to only be applied to a death bene�t.  
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Maturation Dates for Whole Life Policies
Another thing to keep in mind is the maturation date of a whole life policy. �is is the 
earliest date you can cash the policy out and receive the full value of the policy.

You can o�en cash out whole life policies early. If you do this, though, they won’t be worth 
as much.

It’s a good idea to look closely at the maturation date of your policy. If you’re age 65 and 
the policy matures in 25 years, you wouldn’t be able to withdraw it for its full value until 
you’re 85.

�at may not help you if you want to use the funds to help you achieve your retirement 
dreams.
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What is Final Expense Life Insurance?
Final expense insurance is a type of whole life insurance designed to cover medical bills 
and funeral expenses when you pass. A �nal expense policy is also known as burial or 
funeral insurance and is popular with seniors. It has a death bene�t designed to cover 
expenses such as a funeral or memorial service, embalming and a casket, or cremation. 
However, the bene�ciaries can use the death bene�t for any purpose, from paying 
property taxes to taking a vacation.

Most �nal expense plans have these features:

• Whole life insurance – no expiration if premiums are paid
• Cash value – insured may be able to take out a policy loan
• Fixed premiums as long as they’re paid
• Simpli�ed issue – usually no medical exam is required, just health questions on the          
application
• Easy application process
• Fast approvals – coverage can o�en be issued in days
• A�ordable rates



How Much Will It Cost?
By now, you have a good idea of how much life insurance coverage you want to buy. 

You’re probably asking, “How much life insurance can I get?”

�e more coverage you want, the more a policy will cost you. �ere are other factors that 
go into the cost of a life insurance policy. For example, your age plays a big role in how 
much you’ll pay.

A younger person will generally be o�ered a lower premium. Someone who is close to 
retirement age will usually pay more. Lifestyle factors, such as smoking, may also be 
factored in.

At this point, it’s good to ask yourself how much life insurance you can a�ord. You may 
not be able to a�ord a policy that has everything you want. You should be able to get one 
that covers what you need.

Having some life insurance is always a better idea than having none at all.
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Understanding Final Expense Insurance 
As with any type of life insurance, the premiums for �nal expense insurance depend on 
your age and health; where allowed by state law, they may also depend on your gender. 
�e older and less healthy you are, the higher your rates will be for a given amount of 
insurance. Men tend to pay higher rates than women because of their shorter average life 
expectancy. And, depending on the insurer, you may qualify for a lower rate if you do not 
use tobacco.

When you apply for �nal expense insurance, you will not have to deal with a medical 
exam or let the insurance company access your medical records. However, you will have to 
answer some health questions. Because of the health questions, not everyone will qualify 
for a policy with coverage that begins on day one. 



Insuring the Future
Now that you have a good idea of both how much life insurance you need and how much 
you want. �e right life insurance policy can give you peace of mind. It can also help you 
achieve your dreams, from retirement to starting your own business to providing for your 
loved ones.

Life insurance can be a key part of a retirement portfolio. If you’re looking for more great 
tips for building your portfolio, you’re in the right place. Check out our other helpful 
guides and discover the right way to build your retirement dream.
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Will You Retire at the 
“Wrong” Time?

The SEQUENCE OF RETURNS can impact 
how long your retirement savings may last



Why the Sequence of Returns Matters
Consider the case of two individuals retiring just one year apart, and how the market’s returns, 
when combined with their withdrawals, impacted the value of their retirement savings and how 
long their savings may last for retirement income. Both individuals started with the same 
amount of money and withdrew the same amount each year.

Ted retired in 
2001

Ted retired at the end of 2001 and 
began taking 5% annual withdrawals 
from his investment in 2002.

3 years into retirement, at the end of 
2004, his account value is $233,653.

14 years into retirement, at the end of 
2015, Ted’s $250,000 investment was 
worth $265,939. 

Ted encounters a sharp market downturn 
early in his retirement.

What a difference a year makes
Case study: Ted vs. June

Initial Investment: $250,000
Annual Withdrawals: 5% ($12,500)

Year S&P 500 Return Withdrawal Value After Withdrawal

2002 -22.10% $12,500 $182,250

2003 28.68%   12,500 222,019

2004 10.87%   12,500 233,653

2005 4.89%   12,500 232,578

2006 15.81%   12,500 256,849

2007 5.49%   12,500 258,450

2008 -37.00%   12,500 150,324

2009 26.47%   12,500 177,614

2010 15.06%   12,500 191,863

2011 2.11%   12,500 183,411

2012 15.98%   12,500 200,220

2013 32.39%   12,500 252,572

2014 13.69%   12,500 274,649

2015 1.38%   12,500 $265,939

�is material is intended only for educational purposes to help you, with guidance of your �nancial representative, 
make informed decisions. We are not a �duciary and do not provide investment advice or recommendations.

�e illustrations shown are hypothetical and assume past performance of the S&P 500 Index. �ey are not 
intended to be indicative of the performance of a speci�c investment option. Indexes are unmanaged and cannot 
be invested in directly. Performance illustrated is not indicative of future results.
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Ted and June retired just one year apart
A�er fourteen years, the di�erence in their account values is dramatic—more than $249,000! As 
you can see, encountering negative investment returns in the early years of retirement may 
increase the likelihood of eventually running out of money. Of course, no one can control the 
sequence of returns. However, there are strategies that can help you protect against this retirement 
risk and secure lasting income no matter how the market performs.

3 years

14 years

worth $265,939. 
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June retired in  
2002

June retired at the end of 2002 and 
began taking 5% annual withdrawals 
from her investment in 2003.

3 years into retirement, at the end of 
2005, her account value is $333,962.

14 years into retirement, at the end of 
2016, June’s $250,000 investment had 
grown to $514,978—nearly twice the 
value of Ted’s investment.

June encounters strong returns in the early years  
of her retirement.

Year S&P 500 Return Withdrawal Value After Withdrawal

2003 28.68% $12,500 $309,200

2004 10.87%   12,500 330,310

2005 4.89%   12,500 333,962

2006 15.81%   12,500 374,262

2007 5.49%   12,500 382,309

2008 -37.00%   12,500 228,354

2009 26.47%   12,500 276,300

2010 15.06%   12,500 305,411

2011 2.11%   12,500 299,355

2012 15.98%   12,500 334,692

2013 32.39%   12,500 430,598

2014 13.69%   12,500 477,047

2015 1.38%   12,500 471,130

2016 11.96%   12,500 $514,978



Help protect your retirement income from sequence of return 
risk and guarantee lasting income
If you’re concerned about volatility in the stock market impacting your retirement income and 
you are looking to generate protected lifetime income, it may be time to consider an annuity with 
an optional income bene�t for a portion of your investment portfolio.

© Created by EliteAMG 3

An annuity with an optional income protection feature can help you:

 Grow your future retirement income

 Secure a guaranteed income stream that can last for as long as you live 

 Provide lifetime income for a surviving spouse with a joint life option

�ere are a number of di�erent types of annuities to choose from, depending on your speci�c 
needs and goals, as well as your risk tolerance. Income protection features are generally available 
for an additional cost. Your �nancial representative can provide you with additional details.

Can an annuity help you address your retirement income needs?
Talk to your �nancial representative today to �nd out.

See back cover for additional information about annuities.

Annuities are long-term �nancial products designed for retirement purposes. In the Accumulation phase, they can help you build assets 
on a tax-deferred basis. In the Income phase, they can provide you with guaranteed income through standard or optional features. You 
can annuitize your contract and receive lifetime income payments for no additional cost if a lifetime annuity option is chosen or elect an 
optional income protection bene�t. Certain variable, index and �xed annuities o�er income protection bene�ts, which are subject to 
additional fees, age restrictions, withdrawal parameters and other limitations. With variable annuities, investment requirements may also 
apply. Early withdrawals may be subject to withdrawal charges and a Market Value Adjustment (MVA) may also apply to certain index 
annuities and �xed annuities. Partial withdrawals may reduce bene�ts available under the contract, as well as the amount available upon a 
full surrender. Withdrawals of taxable amounts are subject to ordinary income tax and, if taken prior to age 59½, an additional 10% 
federal tax may apply. Keep in mind, for retirement plans and accounts (such as IRAs and 401(k)s), an annuity provides no additional 
tax-deferred bene�t beyond that provided by the retirement plan or account itself.

Guarantees are backed by the claims-paying ability of the issuing insurance company.



�e order in which you may encounter positive investment returns 
and negative investment returns—known as the “sequence of 
returns”—poses a retirement risk that you may want to consider.
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For example, if an investor earned an average return of 4.5%* over an accumulation period of ten years, it 
makes no di�erence whether strong returns—or negative returns—are encountered early on. �e ending 
values are the same.

During the ACCUMULATION YEARS, when income is not being withdrawn, the sequence 
of returns has no impact on ending values. It’s the average return that matters.

Year
Investor with Early Gains Investor with Early Losses

Return $100,000 Return $100,000

1 27% $127,000 -29% $71,000
2 16% 147,320 -2% 69,580
3 21% 178,257 -14% 59,839
4 -10% 160,431 17% 70,011
5 8% 173,266 11% 77,713
6 11% 192,325 8% 83,930
7 17% 225,021 -10% 75,537
8 -14% 193,518 21% 91,399
9 -2% 189,647 16% 106,023

10 -29% $134,650 27% $134,650
Average Return 

4.5%*  
Average Return 

4.5%*  

As illustrated here, 
the ending values are 
identical—even when 
the order of returns  
is reversed.

In the example below, the average return over ten years for both investors is 4.5%.* However, when 
$5,000 is withdrawn each year, the investor who experienced negative returns early was le� with $50,310 
a�er ten years. �at’s $44,088 or 47% less than the investor who encountered strong returns early on.

During the DISTRINUTION YEARS, once withdrawals begin, the sequence of returns can 
have a long lasting impact on one’s ability to draw income down the road.

Year
Investor with Early Gains Investor with Early Losses

Return $100,000 Withdrawal Return $100,000 Withdrawal

1 27% $122,000 $5,000 -29% $66,000 $5,000
2 16% 136,520 5,000 -2% 59,680 5,000
3 21% 160,189 5,000 -14% 46,325 5,000
4 -10% 139,170 5,000 17% 49,200 5,000
5 8% 145,304 5,000 11% 49,612 5,000
6 11% 156,287 5,000 8% 48,581 5,000
7 17% 177,856 5,000 -10% 38,723 5,000
8 -14% 147,956 5,000 21% 41,855 5,000
9 -2% 139,997 5,000 16% 43,551 5,000

10 -29% $94,398 5,000 27% $50,310 5,000
Average Return 

4.5%*  
Average Return 

4.5%*  
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Additional Information About Annuities
• Variable annuities: Variable annuities o�er professional money management, along with insurance features (such 
as a guaranteed death bene�t and annuity income options) that you pay for through what is called a separate 
account charge. Variable annuities are subject to additional fees, including a contract maintenance fee, expenses 
related to the operation of the variable portfolios, and the costs associated with any optional features, if elected. An 
investment in a variable annuity is subject to risk, including the possible loss of principal. �e contract, when 
redeemed, may be worth more or less than the total amount invested.

• Index annuities: Index annuities are not a direct investment in the stock market. �ey are long-term insurance 
products with guarantees backed by the claims-paying ability of the issuing insurance company. �ey provide the 
potential for interest to be credited based in part on the performance of the speci�ed index, without the risk of 
losing premium due to market downturns or �uctuations. Index annuities may not be suitable or appropriate for 
all clients.

• Fixed annuities: Fixed annuities o�er a rate of return guaranteed by the insurance company. Although not all 
�xed annuities o�er income protection bene�ts, most o�er a range of income options through annuitization, 
including the opportunity for guaranteed lifetime income.
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Retirement Planning has changed. Compared to previous
generations of retirees, your retirement income strategy will need
to rely more heavily on how to get More Income with Less money.

With greater responsibility to meet monthly obligations once in retirement, the
emphasis in the past has been to accumulate and grow assets to return a larger
income in retirement. However, that landscape has changed and we can help you
achieve (3) objectives below in retirement and simultaneously take the pressure off
you without having to worry so much about Growth & Accumulation.

you’ll face in retirement,
such as:
• Market/sequence of
returns – the risk of market
losses, which can be
especially detrimental in
the early years of
retirement
• Longevity – the risk of
outliving retirement assets
• Inflation – the risk of
rising costs in retirement

�������������� �����������������������
with less money
that will cover your
expenses throughout
retirement:
• Predictable income that
will not fluctuate.
• Sustainable income that
will last as long as you live.

on hand for emergencies
because now your money
goes farther, therefore your
suitability may be 
enhanced.
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Fortunately, there is a way to help you reduce the Accumulation Stress
and Pressure of needing a larger sized nest egg.

Let’s look below at a hypothetical case study with a potential strategy.
Page 1
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Too much �������� to grow your assets can lead 
to exposed assets subject to market volatility and 

losses, which are difficult to overcome later 
on in life. This can lead to a depleted account

and running out of money sooner than expected.

Page 2
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Name: Joe Age: 60 Retirement Savings: $357,000

Client Profile:

He would like to continue working for another five years, retiring at age 65.

Retirement income objectives:

Generate a minimum of $17,850 of retirement income from his assets to 
help maintain his standard of living.

Withdraw no more than 4% of his entire assets in an effort to help sustain 
his assets throughout retirement.
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LET’S LOOK AT TWO POTENTIAL STRATEGIES 
that could help meet these objectives when 
considering his $357,000 in assets
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Strategy overview
To reach his income goal of $17,850 using a 4% withdrawal, his assets will  need to grow to at least 
$446,250  before retirement ($446,250 x 4% or 0.04% = $17,850).

Take a look at the chart to see what it will take to reach $446,250.

�������������
�������

����������
�������

�

	����
��
�

����������

������
��

�������������
5 Years

Joe would continue to grow his retirement account, without making additional contributions, 
until  he is ready to retire. At age 65, he would withdraw no more than 4% per year.

Benefits include control, liquidity, and flexibility of assets, as well as potentially more opportunity for gains.

Stipulation
5% average annual return (net fees) needed to grow from $357,000 to $446,250 in five years.

All assets are unprotected and exposed to risks, including market/sequence of  returns and longevity.

Assets may be under pressure to return 5% annually to reach the $17,850 income need in five years.

Considerations for this strategy

In addition, the income is not guaranteed to last a lifetime.

POTENTIAL SOLUTION: Joe is interested in getting MORE Income with LESS Money and Joe has other assets 
he can use for emergencies etc. Income is very important to Joe and so is GUARANTEED LIFETIME INCOME 
having this kind of unique annuity. In addition to a Guaranteed Stream of Income, Fixed Index Annuities with 
an income rider also provide protection from Market Loss, plus tax deferral and a death benefit for beneficiaries.

10
0%
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A MORE EFFICIENT SOLUTION TO GET THE 
SAME INCOME WITH 30% LESS MONEY
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Strategy overview
For this example, Lifetime Income is also chosen after (5) years. The Guaranteed Lifetime Income 
withdrawals from the annuity are also ($17,850); MORE Income with LESS money and this strategy has 
also reduced the accumulation pressure in volatile markets and minimized the market risk to Joe. Let’s 
see what it will take to grow his Annuity in order to generate the same monthly income as in Scenario 
1 that has $357,000 starting balance in a Retirement account.
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5 Years
At age 60 Joe would purchase the annuity with $250,000 without making additional contributions. 
After just (5) years of deferring income, Joe’s lifetime of Income withdrawal percentage significantly 
increased pulling out the exact same Income as in Scenario #1 which required 30% MORE Money 
with having much higher Rate of Return demands.

Benefits include control, liquidity, and flexibility of assets, as well as potentially more opportunity for gains.

Stipulation
1.5% average annual return (net fees) needed to grow the account to generate the same $17,850.

All assets are unprotected and exposed to risks, including market/sequence of  returns and longevity.

Assets may be under pressure to return 5% annually to reach the $17,850 income need in five years.

Considerations for this strategy

As you can see above, even though the annuity accumulation was modest (An Account Value of 
$255,000) and the interest crediting averaging 1.5% due to the annual rider charge; the 
Guaranteed Minimum Lifetime Income withdrawals are based on the greater of the Account Value 
or the account Income Base number. ($360,577 Income Base x 4.95% = $17,850).

The annual charge for the rider is 1.05% of the contract’s accumulation value, deducted monthly from the
accumulation value and guaranteed minimum value (in most states). Distributions are subject to ordinary
income tax and, if taken before 59 ½, a 10% federal additional tax may apply.

10
0%

Regardless of market
conditions, the
annuity will offer Joe
Guaranteed Lifetime
Income withdrawals
that will never be less
than $17,850.
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    REDUCE YOUR:
Risk of running out of money.
The guaranteed lifetime withdrawals
from the annuity can help you
address your longevity and market
risk – no matter how long you live or
what happens in the markets.

     INCREASE YOUR:
Income potential.
Get more Income with Less money
vs a Retirement account that
requires 70% higher returns (more
ROI demand) and is also exposed to
market volatility.

* Disclaimer
This content is general information for educational purposes and is not intended to constitute investment advice. Please consult with a financial professional
for a specific recommendation about purchasing an annuity and refer to the full disclaimer at the end of this guide. Must be accompanied by insurance
company annuity consumer brochure and corresponding insert. Product and feature availability may vary by state.

This hypothetical example is provided for illustrative purposes only, and is not intended to predict or project actual results. Clients should discuss their risk
tolerance and investment objectives with a financial professional to determine what may be appropriate for their situation. In addition, it’s important to note
that different financial products may be taxed at different rates. Always keep in mind that your needs may change. It’s important to understand the balance
between all the features available with any annuity. Always consider each of these and how they work when considering if a product is appropriate for your
needs.

Annuities include surrender charges, Bonus annuities include longer surrender charge periods, lower interest rates, lower caps, higher spreads or other
restrictions that are not included in similar annuities that don’t offer a bonus feature. Surrender charges and market value adjustments may result in the loss
of all or part of any interest earned, bonus, and a partial loss of principal within the first 10 years. The contract’s values will be reduced by the annual charge
of the rider. This may result in a loss of principal and interest in any year in which the contract does not earn interest or earns interest in an amount less
than the rider charge. This material is provided as a courtesy of agent and contains general information to help you understand basic financial strategies. If
it refers to any legal or tax considerations, it is not meant to provide advice in this regard. Legal and tax advice should come from an attorney or tax advisor.
The presenter of this advertisement is not related to, endorsed by, nor connected with and not approved by any Government Agency or Agency or
organization. There is no advice being presented regarding securities investments and any comments regarding safe and secure investments and
guaranteed income streams refers only to fixed insurance and annuity products and do not refer in any way to securities or investment advisory services. All
annuity contract and rider guarantees, or annuity payout rates, are backed by the claims-paying ability of the issuing insurance company. They are not
backed by any broker-dealer, agent, or insurance agency from which this annuity is purchased, or any affiliates of those entities, and none make any
representations or guarantees regarding the claims-paying ability of the issuing insurance company. Annuity products must be suitable to the client. There
are no warranties or representations being made herein regarding any performance guarantees written or implied. (Not FDIC insured, may lose value, no
bank or credit union guarantee, not a deposit, not insured by any Federal government agency or NCUA/NCUSIF).

Page 6

ASK A FINANCIAL PROFESSIONAL WHETHER A DEFERRED 
INCOME ANNUITY MAY BE A  GOOD FIT FOR YOUR OVERALL 

RETIREMENT INCOME STRATEGY.




