
YEAR 1 2 3 4 5 6 7 8 9 10 11 12

PORTFOLIO -7% ‐12% 5% -2% 5% 12% 9% 17% 12% 9% -5% 7%

IUL POLICY 0% 0% 5% 0% 5% 10.5% 9% 10.5% 10.5% 9% 0% 7%

YEAR 13 14 15 16 17 18 19 20 21 22 23 24

PORTFOLIO 12% 23% 6% -7% 10% 9% -3% 7% 25% 12% -6% 9%

IUL POLICY 10.5% 10.5% 6% 0% 10% 9% 0% 7% 10.5% 10.5% 0% 9%

1. CUSHIONING A MARKET DOWNTURN

Indexed Universal Life in Volatile Markets:
A Risk Management Tool in Retirement
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Preserving principal is a priority since retirement can last an average of 20 to 30 years. 
Current market conditions are a reminder of how volatile markets can be. 

At any given point during retirement, the market may be down. If a retiree relies on taking 
withdrawals from retirement assets at these times, over the long haul there will be less 
principal that grows, and eventually this may lead to running out of funds. 

Consider: What happens if $65,000 is withdrawn annually from a $1M portfolio. In 
scenario 1, assume that there is a -7% and a -12% return to a portfolio in each of the first 
two years of retirement, for a couple age 65. By the end of year 2, the value of the 
portfolio is $696,200, a 30% drop. Consider the hypothetical portfolio total returns and 
IUL crediting rates below. Portfolio funds run out in year 24 because of the two negative 
years.

This example is purely hypothetical and not intended to represent or depict any particular 
company’s IUL product or living benefits rider. 

1.

2.

3.

Year

$1,000,000

$696,200

$865,000-7%

-12%

End of 
Year 

Balance

5% $666,010

Withdrawal
from 

Retirement
Funds

$65,000

$65,000

$65,000

($303,800)

In scenario 2, the $65,000/year is withdrawn from a hypothetical IUL policy in years 1 & 2 only, assuming the policy has accumulated 
sufficient cash value.  In this example, not only is the loss by year 2 diminished by more than half, but the life insurance protects over 
$475,000 of the portfolio’s principal by year 24!

A big part of retirement planning has to do with managing risk to a portfolio of assets. One way to do this is to keep an existing Indexed 
Universal Life Insurance Policy in place during retirement. Consider the following two different ways an Indexed UL policy (IUL) can 
potentially help: 1) Cushions a market downturn (below example) or 2) Preserves assets should unexpected heath care costs arise (Page 2).

Hypothetical IUL Crediting Rates and Hypothetical Portfolio Annual Returns over 24 years 2

1 Assumes that the life insurance policy is a hypothetical, well funded IUL policy purchased during the working years, and that the policy has sufficient cash values during 
retirement to support the annual $65,000 sporadic withdrawals. The IUL is assumed to have a face value of $1M at end of year. Loans and withdrawals will reduce any chronic or 
critical illness benefit, death benefit, and cash surrender value, and may cause the policy to lapse. Lapse or surrender of a policy with a loan may trigger taxation. 

Withdrawal
from 

Retirement
Funds

2The chart above isolates hypothetical portfolio total returns and IUL interest crediting rates. In describing the potential advantage over the 24-year period, the example does 
not take into account cumulative premiums paid for the IUL product. 

A properly designed Indexed Universal Life Insurance Policy may offer a cushion against a market downturn during retirement in that the 
potential cash values may be used to supplement retirement income when market volatility depletes assets, giving the portfolio time to recover.

Hypothetical 
Withdrawal
from IUL 

Cash Values

$65,000

$65,000

$0

IUL offers 
upside potential 
subject to cap

Hypothetical Cap
10.5% 1

DOWNSIDE 
PROTECTION

IUL limits
downside risk 

to potential
cash values

Potential advantage 
from IUL

24. 9% $65,000 $0

Loss

Hypothetical 
Annual 
Return

Scenario 1: Without Life Insurance

1.

2.

3.

Year

$1,000,000

$818,400

$930,000-7%

-12%

End of 
Year 

Balance

5% $859,320

$0

$0

$65,000

($181,600)

Scenario 2: Withdrawals from Life Insurance in Years 1&2 1

24. 9% $65,000 $475,749 2

Loss

Downside Protection. Protects potential policy cash 
values against market corrections with a “floor” of 0%, 
under which the policy’s crediting rate does not drop, 
even when the underlying index does.

Upside Potential. The policy’s interest crediting rate is 
based on increases in the underlying index, subject to an 
annual cap.

Cushions Portfolio. Preserves retirement assets by 
offering retirees access to potential cash values of the 
policy for income during a market downturn, thereby 
giving the portfolio time to recover.

Preserves Assets. IUL provides funds to help lessen the 
financial burden during a chronic or critical illness, when 
a living benefit rider is included on policy.1

AN IUL POLICY IN VOLATILE MARKETS OFFERS:

Hypothetical
Annual
Return

UPSIDE 
POTENTIAL

AD VA N C E D  
M A R K E T S

Quick Concept

AD VA N C E D  
M A R K E T

$130,000
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1 Loans and withdrawals will reduce any chronic or critical illness benefit, death benefit, and cash surrender value, and may cause the policy to lapse. Lapse or surrender of a policy with a 
loan may trigger taxation. For simplicity, the focus of the above example is on the Year 1 value of the portfolio with no consideration of growth and illustrates the hypothetical repositioning of 
average expenses associated with a chronic or critical illness to an existing IUL policy that includes a living benefit rider. This example is purely hypothetical and not intended to 
represent or depict any particular company’s IUL product or living benefits rider. 

This information is based on our current understanding of applicable tax law regulations and rulings and is subject to change. Neither the company nor its agents provide legal or tax advice. 
Clients should always seek the opinion of their own legal or tax advisor prior to any transaction. This material is not intended to be used and cannot be used to avoid tax penalties. It was 
prepared only to support the promotion or marketing of the matter addressed in this document. Products issued by and all policy benefits are the responsibility of Accordia Life and Annuity 
Company, 215 10th Street, Des Moines, Iowa. 

Global Atlantic Financial Group (Global Atlantic) is the marketing name for Global Atlantic Financial Group Limited and its subsidiaries, including Accordia Life and Annuity Company and 
Forethought Life Insurance Company. Each subsidiary is responsible for its own financial and contractual obligations. These subsidiaries are not authorized to do business in New York.

AM2156 (04-20)    FOR PRODUCER INFORMATION AND REFERENCE ONLY. NOT FOR USE WITH THE PUBLIC.     © 2020 Global Atlantic      Page 2 of 2

Indexed Universal Life in Volatile Markets:
A Risk Management Tool During a Chronic or Critical Illness

On average: $154,224 over 2.5 years
Average: $285,000 Before-tax

The hypothetical retirement 
portfolio can be maintained for 
purposes of generating retirement 
income.

Before tax

Before tax

Retirement 
Portfolio

In this hypothetical 
example, life 
insurance 
becomes a risk 
management tool 
in retirement and 
can help to 
preserve assets

When a living benefits rider is 
included in a life insurance 
policy, it can help alleviate the 
financial pressure during a 
chronic or critical illness. That is, 
during retirement the retiree may 
use a portion of the policy's 
death benefit during lifetime to 
help with these costs.

The portfolio’s exposure to 
chronic illness or out-of-pocket 
medical expenses can be 
minimized when Indexed 
Universal Life Insurance is 
available to help alleviate the 
financial pressure that may result 
on account of these costs–
thereby preserving more of the 
portfolio principal for retirement 
income.

Alternatively, since the policy 
may accumulate cash values, it 
may help to address a portion of 
the out-of-pocket healthcare 
expenses. Distributions from a 
policy’s potential cash values can 
be  taken to help cover some of 
these costs.

2. PRESERVING ASSETS SHOULD UNEXPECTED HEALTHCARE COSTS ARISE

The average annual cost 
of long-term care or a 
chronic illness: $61,689

Average out-of-pocket costs 
of healthcare for retired 
couple age 65: $285,000

Genworth Cost of Care Survey 2004-2018 2019 Fidelity Viewpoints Study

Average length of long-term 
care or chronic illness:

2.5 years

Consider these stats:

Indexed 
Universal

Life
Insurance
Policy

$1,000,000

Managing Risk using an existing IUL policy

 In this example, it may help to think about 
43% of the initial $1M retirement portfolio 
value as a reserve for healthcare 
expenses, based on the averages above.* 

 If an existing IUL policy has accumulated 
sufficient cash value and a living benefit 
rider is included, it may help to address 
these expenses.1 In this way, the IUL 
becomes the reserve. This hypothetical 
assumes the IUL policy death benefit at 
end of year is $1M.

Beginning of Year 1 
Hypothetical Portfolio 
Value: $1M 

Assumes average 
healthcare costs are 
reserved in the portfolio

*Healthcare expense are likely to be 
higher or lower than the averages.


