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The day we begin working until the day we retire is considered the
‘accumulation stage’ of our lives. It is the time we need to save money
if we want to live a comfortable retirement. Many people don’t
believe Social Security will be around in its present form when they
actually retire. A financial advisor’s rule of thumb says people should
save about 10% of income to create a stress-free retirement. The
question is: Where should people put those savings in order to

get a good rate of return in today’s economy? The banks are hardly paying any interest at
all, and the stock market has been more volatile than ever. We can get to a real solution in
a minute, but first, I'd like to talk about the pros and cons of a 401(k).

The savings vehicles most folks use to accumulate their retirement money come from
government tax qualified programs, such as 401(k)s, IRAs, 403(b)s, etc. One of the
problems with these savings programs is how they are taxed. When the funds are initially
put in, they are not taxed. When people go to use those funds for retirement income later in
life, they become 100% taxable at the ordinary income tax level. Taking into account our
nation’s ever-increasing debt, many people feel their taxes will continue to rise to help
lower the national debt. Another problem with 401(k)s is that people are restricted in their
investment choices. You can usually only pick from stocks, mutual funds, and low fixed
interest rate accounts.

If you select stocks and mutual funds, your money can ride the stock market’s ups and
downs. While some people have been impressed with the gains of the market over the past
couple of years, others have been unimpressed. This feels like it’s been a long six or seven
years that the market went down and is finally a notch above where it was before. Where
does it go from here?

What about past performance? Are we to be impressed when a mutual fund shows an
average return of 10 or 12%? Those returns can be deceptive because they show “average”
returns, not necessarily real returns. To illustrate my point, let’s say a mutual fund goes up
50% one year and goes down 50% the next year. The average rate of return was zero, but
was money lost? If $100,000 was invested in a mutual fund and the market went up 50%,
the money grew to

$150,000. The next year, the market went down 50%, and the $150,000 was reduced to
$75,000. The real return was negative 25%, but they are legally allowed to show an
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average return of 0%. When negative numbers are incorporated into the mix, it skews all of
the numbers and averages.

Selecting fixed interest accounts also poses a problem. The problem is how low the interest
rates currently are. The interest rates are so low right now, you lose buying power if they
don’t keep pace with inflation.

Is there a better option?

What if there was a way to make money when the market goes up, and not lose money
when the market goes down? What if it was also possible to have your retirement savings
plan provide you with tax-free income at retirement?

There is a financial vehicle that does this. It is called indexed universal life insurance
(IUL). The cash value inside one of these policies can grow when the market goes up, and
won’t go down when the market drops. Some of these policies have averaged upwards of 8%
annually over the past 30 years! That’s an outstanding rate of return when you consider the
“average” return, which, in this case, is also the “real” return because there are no negative
numbers.

Wouldn’t it make sense to have some of your income be tax-free during your retirement
years? Speak with a financial advisor today to learn how you can implement an IUL into
your retirement plan.

Nick@ GuidanceWA.com
www.GuidanceWealthAdvisors.com

Our recommendations and advice are based on information provided by you, which is presumed to be accurate. Our guidance must be adjusted
based upon changes in your financial situation, income requirements, risk tolerance and investment objectives. Please contact us immediately
if your financial circumstances change. All recommendations are based upon information that is currently available and are subject to change
at any time. Always consult a tax professional regarding your specific tax situation. All investment strategies have the potential for profit or
loss. Different types of investments involve higher and lower levels of risk. There is no guarantee that a specific investment or strategy will be
suitable or profitable for your portfolio.

Investment advisory services offered through Guidance Wealth Advisors a Registered
Investment Advisor. Insurance and annuities offered through Nick Guida, PA insurance
license #301779 and #613342.
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