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Russ 
• Age 67 
 

• Retired executive 
 

• Pension, Social 
Security and 
401(k) 



Katie 
• Age 42 
 

• Marketing 
Director 

 

• 401(k), no 
employer match 



NEW RULES OF SAVING 

Identify your risks 

Create a strategy to address them 

Start now 



#1:   Structural Risk 
#2:   Market Risk 
#3:   Tax Risk 

Rule #1  

Identify Your Risks 
 



RISK #1 
STRUCTURE 





Personal Savings 



Private 
PENSION1 

401(k) with a 6% 
or more MATCH2 

NO company 
sponsored plan3 

50% 

Ways to Save 

8% 15% 

1http://www.money-rates.com/personal-finance/employee-pension-plans-disappear.htm 
2http://money.usnews.com/money/retirement/articles/2013/07/01/how-to-tell-if-you-have-a-lousy-401k-plan 
3http://www.bloomberg.com/news/articles/2015-10-21/bad-math-68-million-americans-no-401-k-epic-savings-crisis 
Copies available by contacting our office. 



Personal Savings 

Social Security? 



1960 

2009 

2020 

2040 ? 
Data used to create this chart was obtained from: http://www.ssa.gov/policy/docs/ssb/v66n4/v66n4p37.html 2006 
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RISK #2 
MARKET 



401(k) 

IRA 

Roth IRA 

Roth 
401(k) 

Managed 
Account 

Exposure to the Market 



Total Return of the Stock Market (including dividends) 

Data used to create this chart was obtained from:  Yahoo Finance GSPC Historical Prices 2016.. This example is for illustrative 
purposes only and should not be deemed a representation of future results, and is no guarantee of return or future 
performance.  This graph does not take into account investment fees, so the actual values may vary from what is shown. 
This information is not intended to provide any tax, legal or investment advice or provide the basis for any financial 
decision. Be sure to speak with a qualified professional before making any decisions about your personal situation. 
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Source: U.S. Treasury – Treasury Yield Rates 

Data used to create this chart was obtained from: www.treasury.gov/resource-center/data-chart-center/interest-
rates/Pages/TextView.asp 2016. Copy available by contacting our office. This information is not intended to provide any tax, 
legal or investment advice or provide the basis for any financial decisions.  Be sure to speak with qualified professionals 
before making any decisions about your personal situation.  



RISK #3 
TAXES 

This information is not intended to provide any tax, legal or investment advice or provide the basis for any financial 
decisions.  Be sure to speak with qualified professionals before making any decisions about your personal situation. 



$50,000 
$35,000 

??? 

Using Funds 



Tax Deferred 

TAXED 

Working Years: 
Saving Money 

Retirement Years: 
Spending Money 

Taxes 
Deferred 

This hypothetical example does not consider every product or feature of tax-deferred accounts and is for illustrative 
purposes only. It should not be deemed a representation of past or future results, and is no guarantee of return or future 
performance. This information is not intended to provide tax, legal or investment advice. Be sure to speak with qualified 
professionals before making any decisions about your personal situation.  



Tax-Free Growth 

No 
Taxes 
Due 

Working Years: 
Saving Money 

Retirement Years: 
Spending Money 

TAXED 

This hypothetical example does not consider every product or feature of tax-deferred accounts and is for illustrative 
purposes only. It should not be deemed a representation of past or future results, and is no guarantee of return or future 
performance. This information is not intended to provide tax, legal or investment advice. Be sure to speak with qualified 
professionals before making any decisions about your personal situation.  



Russ and  
Tax Deferral: 

 
 How much in taxes 
 deferred? 
 
 How much in taxes 
 paid? 

This material is for informational purposes only and is not intended to provide any tax, legal or investment advice or provide 
the basis for any financial decisions.  Consult with your own tax advisor or attorney about your individual situation. 



For this example, we’ve assumed an individual in the 33% tax bracket contributes $7,500  annually for 30 years with a 7% 
net annual growth rate into a tax-deferred asset, like a 401(k) or IRA. We’ve also assumed his tax bracket stays the same in 
retirement. Your tax bracket may be higher or lower in retirement, unlike this example. This hypothetical example does not 
consider every product or feature of tax-deferred accounts and is for illustrative purposes only. It should not be deemed a 
representation of past or future results, and is no guarantee of return or future performance. This information is not 
intended to provide tax, legal or investment advice. Be sure to speak with qualified professionals before making any 
decisions about your personal situation.  

$75,000 in 
taxes 

deferred 

Tax Deferral:  
$2,500 in    

taxes 
annually 

Contributions:  
$7,500 

annually for 
30 years 

RUSS 
SAVING 
ASSETS 

$375,000 
in taxes 

paid 

Tax Liability:  
$25,000 in    
taxes each 

year 

Withdrawals:  
$75,000 

annually for 
15 years 

RUSS 
SPENDING 

ASSETS 

Russ: Saving and Spending 



This material is for informational purposes only and is not intended to provide any tax, legal or investment advice or provide the basis for any financial 
decisions. Consult with your own tax advisor or attorney about your individual situation. 

$375,000 TAX FREE 

Katie’s Potential Choice 



This material is for informational purposes only and is not intended to provide any tax,  
legal or investment advice or provide the basis for any financial decisions. Consult with your own  
tax advisor or attorney about your individual situation. 

$75,000  
in taxes 

paid 

SAVING 
ASSETS 

$375,000 
in taxes 
avoided 

SPENDING 
ASSETS 



Structural Risk 
• You may be on your own when 

putting assets aside 
 
Market Risk 
• Markets and interest rates 

impact you 
 
Tax Risk 
• Taxes will be an important 

consideration 

Your 3 BIG Risks for 
Retirement 



Rule #2  

Create a strategy 
to help address  

your risks 
 



Title 26 
of the 
U.S.  
Tax 

Code 



US Tax Code – Title 26, Section 401(k) 



Address Structural Risk 
ü Flexibility to save in ways that benefit you 
 
Address Market Risk 
ü Access reliable growth AND complete protection of 

your retirement assets 
 
Address Tax Risk 
ü Access tax-free funds in retirement 

Alternatives in Title 26 



US Tax Code – Title 26, Section 7702 



Indexed Universal Life 

Index Universal Life (IUL) products have guaranteed rate of return, and the potential for additional gains linked to the 
growth of a linked market index, like the S&P 500®. IUL products are not an investment in the "market" or in the applicable 
index and are subject to all policy fees and charges normally associated with most universal life insurance. Life insurance 
policies are contracts between the client and issuing insurance company. Life insurance product guarantees rely on the 
financial strength and claims paying ability of the issuing insurer. Life insurance policies are not bank or FDIC insured.  

Power of Indexing 
Tax-Free 

Death Benefit 

Section 7702 



What’s Indexing? 
üHow interest is credited to your policy 
 
üIn rising market: Capture a portion of 

the potential growth of an index, up to a 
cap 

 
üIn a falling market: Floor of zero, past 

growth is not at risk from market drop 
 



How Funds Grow with Indexing 
6.40%  

average 
annual return 

Source: Yahoo Finance GSPC Historical Prices, Wikipedia and StandardsandPoors.com 1This historical performance of the 
S&P 500® is not intended as an indication of its future performance and is not guaranteed. This graph is only intended to 
demonstrate how the S&P 500®, excluding dividends, would be impacted by the hypothetical growth cap of 12.5% and the 
hypothetical floor of 0%, and is not a prediction of how any Indexed Universal Life Insurance product might have operated 
had it existed over the period depicted above. The actual historical growth of an IUL product existing over the period 
depicted above may have been higher or lower than assumed, and likely would have fluctuated subject to product 
guarantees. 2This graph does not reflect the impact of life insurance policy charges or investment account fees, so the 
actual comparative values may vary from the chart above.  

0.00%  0.00%  0.00% 
12.50% 

8.99%  3.00% 

 12.50% 3.53% 0.00% 

 12.50% 

12.50%  0.00% 

 12.50% 

 12.50% 

 11.39% 0.00% 

 9.54% 

 -9.10% 
 -11.89% 

 -22.10%  

28.68% 
10.88% 4.91% 

15.79% 5.49% 

-37.00% 

26.46% 

 15.06% 2.11% 

16.00% 

 32.39% 

 13.69% 1.38% 

 11.96% 

$40,000

$60,000

$80,000

$100,000

$120,000

$140,000

$160,000

$180,000

$200,000

$220,000

$240,000

$260,000

$280,000

$300,000

00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 15 16
Annual Change in the S&P 500 w/Growth Cap (12.5%) and Growth Floor (0%) Annual Total Return of the S&P 500

4.50%  
average  

annual return 



Tax Advantages of IUL 
üAddresses tax risk by allowing tax-free loans 

available in retirement 
 
üInterest earnings are not taxed 
 
üNo penalty for withdrawing loans before age 59 ½  

 
üNo requirement to withdraw money after 70 ½  
 

 
What you need to know about Loans: (1) They may be available after one or more years of owning the policy; (2) they are 
not required to be repaid; (3) they accrue and compound interest charges unless repaid (see your policy for details); and (4) 
they will decrease the death benefit to your heirs by the amount of loans and interest." 



Dual Protection 

Accumulate and 
potentially grow in 

IUL policy 
Ellen Dies Death Benefit paid 

Tax-Free to Heirs 

Accumulate and 
potentially grow in 

IUL policy 
Ellen Retires 

Borrows cash value 
to supplement 

income in retirement 

Loans which are not repaid and their compounding interest will reduce death benefit. 



IUL: Helping Address Risk 
Structure 
ü Death benefit to help protect heirs 
ü Builds cash value 
 

Market 
ü Potential for growth of cash value 
ü Protection of principal against market volatility 

 

Taxes 
ü Access to cash value with tax-free loans 

 



What does this look like for YOU? 



Rule #3  

Start Now 
 



Waits 5 years 
= may accumulate up to 
40% less 

Waits just 1 year 
= may accumulate up to 
11% less 

The Power of Today 

This hypothetical example assumes Katie is contributing $1,000 a year for 20 years to an account earning 6% annual 
growth. It does not represent any product and is for illustrative purposes only. It should not be deemed a representation of 
past or future results, and is no guarantee of return or future performance. This information is not intended to provide tax, 
legal or investment advice. Be sure to speak with qualified professionals. 

For Example: 



All information sources cited in this presentation are available upon request by calling our office at the number above. This 
presentation is for informational purposes only. It is not intended to provide legal, tax or investment advice. Be sure to 
consult a qualified professional about your individual situation. The presenter is licensed to sell insurance. By setting up a 
meeting with this advisor, you may be offered information about life insurance products. © 2016 Stonewood Financial.. 

Michael Wirjadisastra 
(510)772-0036 
www.ticfig.com 

Licensed for insurance in CA 
0B51840.  Specializing in 
retirement income [planning |  
strategies] 
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