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A(\ Wealth Building

Annual Savings

Short Term
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Wealth building begins with annual savings. After that, the question is “how do we allocate
our annual savings efficiently to hopefully get maximum results?” Economically, three areas

are defined for allocation. One is for short term wealth building and the other two are for
long term wealth building.
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/Q» Wealth Building

Liguid Assets
- Checking Accounts
- Savings Accounts
- Money Markets

A

Emergencies,
opportunities,
security, etc.
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The short term wealth building are liquid assets, things like checking accounts, savings
accounts, money markets and so forth for your emergencies, opportunities, security, and
just overall peace of mind. The question then is how do we economically define what
these two long term areas are for wealth building? And the only way we would be able
to answer that question is if we asked this question.
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What is the underlying premise for all long
) tepmn savings anybody does?

)
=

M Wealth Building
& Cornerstones-

What is the underlying premise for all long term savings anybody does?
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f) What is the underlying premise for all long
e tepn savings anybody does?

Why are you giving up current enjoyment
of your income?

Why are we giving up current enjoyment of our income?
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f) tis the underlying premise for all long
® ings anybody does?

y you giving up current enjoyment
of yodr income?

q TO HAVE AN| ME STREAM IN
RETIREMENT /

M Wealth Building
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The answer is to have an income stream in retirement.
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f) mt is the underlying premise for all long
) tepmn sayings anybody does?

Why aré you giving up current enjoyment
of your income?

q TO HAVE AN INGOME STREAM IN
RETIREMENT

It only makes sense then t¢g'understand how retirement
income streams work so that'we ca?ct the savings
e

we are doing today in ways that giw 7e highest

income when we retire.
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It only makes sense then to understand how retirement income streams work so that we
can direct the savings we are doing today in ways that potentially gives us the highest
income when we retire.
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at is the underlying premise for all long
g sayings anybody does?

Why afé you giving up current enjoyment
of your income?

q TO HAVE AN INGOME STREAM IN
RETIREMENT

It only makes sense then t@'understand how retirement
income streams work so that®weg€ah ditect the savings
we are doing today in ways thét gi%

e highest
income when we retire. /
In other words, how retirement incomegtre ork
economically define how to allocate our s
The sooner you get on an efficient path the gréat
you have on the results.

er impact
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In other words, how retirement income streams work economically define how to allocate
our savings today. The sooner we get on an efficient path, the greater impact we have on
the results.

Copyright®© Wealth Building Cornerstones, LLC 2017; All Rights Reserved. Licensed and Used with Permission. For Producer Use Only. Not For
Distribution. Two Economic Powers® is a registered Trademark of Wealth Building Cornerstones LLC.



hat is the objective?
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Copyright © 2016, Weaith Building Comerstones, LLC Lornerstones-

Think about it like climbing a mountain. Is the objective to get to the top of the mountain?
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hat is the objective?
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Or is it really getting to the top of the mountain, and then making it back down safely? This
is similar to our financial lives. Getting up the mountain is our pre-retirement/accumulation
phase and getting back down is our retirement/distribution phase.

Copyright© Wealth Building Cornerstones, LLC 2017; All Rights Reserved. Licensed and Used with Permission. For Producer Use Only. Not For
Distribution. Two Economic Powers® is a registered Trademark of Wealth Building Cornerstones LLC.



This is one continuous journey. There are 2 rates that make up everyone’s Retirement Income
(both are equally important):

1) Accumulation Rate

2) Distribution Rate

The key is that this is one continuous journey. There are two rates that make up everyone’s
retirement income stream later on and both are equally important. Their accumulation
rate: getting up the mountain and the other is the distribution rate, getting back down
safely. Knowing how retirement income streams work and then how distribution rates
work, is the basis for understanding how to save money in pre- retirement.

Copyright®© Wealth Building Cornerstones, LLC 2017; All Rights Reserved. Licensed and Used with Permission. For Producer Use Only. Not For
Distribution. Two Economic Powers® is a registered Trademark of Wealth Building Cornerstones LLC.



NN 3 N \;\ ;~: :.i "‘-ﬁn-
This is one continuous journey. There are 2 rates that make up everyone’s Retirement Income
(both are equally important):
1) Accumulation Rate
2) Distribution Rate
Understanding how retirement income streams work (distribution) defines how to pack your bag
in Pre-Retirement. Begin with the end in mind.

In other words, understanding how retirement incomes streams work defines how to pack
your bag in Pre-Retirement. If we don’t have an understanding of how retirement incomes

streams work in pre-retirement, we have no rhyme or reason as to how to allocate our
savings today.
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X\ What is the objective?
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This is one continuous journey. There are 2 rates that make up everyone’s Retirement Income
(both are equally important):
1) Accumulation Rate
2) Distribution Rate
Understanding how retirement income streams work (distribution) defines how to pack your bag
in Pre-Retirement. Begin with the end in mind.
If you were going to climb a mountain would you get a guide? What if the guide said to you that
they were pretty sure they can get you to the top of the mountain but they weren’t sure how you
were going to get back down? Would you use that guide or find a different one?
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Cornerstones-

If you were going to climb a mountain would you get a guide? What if the guide said to you
that they were pretty sure they can get you to the top of the mountain but they weren’t
sure how you were going to get back down? Would you use that guide or find a different
one?

We're going to go through a short exercise and transport you to the top of the mountain.
You're a retiree entering retirement. There are typically two questions that go through
people’s minds at this point: 1) How much money do | need to live on? 2) How much can
| withdraw without running out of money? So everyone starts to do some mental
gymnastics at this point to try to justify the amount of income they want to pull from
their assets as being sustainable. Many people’s first mental stop for this is what we’ll
call a constant rate of return theory, which we’ll discuss further momentarily.

At the top of the mountain, it is critical to observe some rule changes that exist. In pre-
retirement we were putting money into our assets and in retirement we are now pulling
money out of our assets, so we’re changing the dynamics of our money one-hundred
eighty degrees. This causes a problem which is...
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PROBLEM

How Retrement Assets react to
fluctuating returns when money is being
withdrawn for inCome.

Let’s look at an exafmple.

How retirement assets react to fluctuating interest rates when money is being withdrawn
for income. Let’s look at an example of this.
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Constant vs. Fluctuating Returns

Beginning refirement assgtvalue =  $1,000,000 10% of Beginning Value =  ($100,000)
Numbef of yedrse, 30 Average return = 14.84%

Constant Returns

Retirement Year Annual Return Annual Income Account Value

Historical Data Source: S&P 500
Total Retum Index (w/GFD
Extension) (1970-1999), Global
Financial Data, Inc., All Rights
Reserved, Used with Permission.
GFD Extension denotes the
extension of data back through
time for a data senes from its
point of origin, potentially even

$20,000,000 before said index was in
existence. Hypothetical illustration
$15,000,000 4 may not be used fo predict or

investment results. Past
$10,000,000 ance i5no guarantee of
futite results.
$5,000,000
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What we have here is a person entering retirement with a million dollars, wanting to pull
one hundred thousand dollars per year of retirement income to live on, which is ten
percent of the initial value. The way they might justify being able to do this is by thinking
they could earn a return on average, equal to or greater than, the ten percent they are
pulling out which in this case is fourteen point eight four percent. And if they earn this
fourteen point eight four percent constantly every single year, you can see their account
grows even as they pull income out, to the point where it is close to fifteen million dollars
thirty years into retirement. But, are we going to be able to earn that average yield
constantly, every single year or are we going to get all of the ups and downs along the way?
We're going to get all of the ups and downs. So, where does this 14.84% come from?
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A(\_Sonstant vs. Fluctuating Returns

Rangd of yedrss,  1970-1999 Average return = 14.84%
History of the S&P 500

Annual Return Annual Return

Historical Data Source: S&P 500
Total Retum Index (w/GFD
Extension) (1970-1999), Global
Financial Data, Inc., All Rights
Reserved, Used with Permission.
GFO Extension denotes the
extension of data back through
time for a data senes from its
point of origin, potentially even
before said index was in
existence. Hypothetical illustration
may not be used to predict or
investment results. Past
ance is no guarantee of
results.

"'u—m-—un.

Copyright © 2016, Weaith Building Cor

It comes from the history of the market, and in this case the history of S & P five hundred
from 1970 through 1999. So we see each year, all the annual positive and negative yields
during that thirty year period. We add them all up and divide by thirty and we get the
average vyield of fourteen point eight four percent. So what we are going to do now is take
the fluctuating positive and negative annual yields we see here and put them into the same
table we were just looking at, paying attention to what happens to our account value as we
do this.
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Censtant vs. Fluctuating Returns

Beginning refirement asset value =  $1,000,000 10% of Beginning Value =  ($100,000)
Numbef of yedrs=s, 30 Average return = 14.84%

Fluctuating Returns

Retirement Year Annual Return Annual Income Account Value
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Reserved, Used with Permission.
$1,000,000 GFD Extension denotes the
extension of data back through
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When we put the annual fluctuating returns into our table, we still have the same average
yield over thirty years. But now instead of having close to fifteen million dollars at the end
of thirty years, we are down to zero dollars between years thirteen and fourteen. “Why
does this happen,”? It’s because of the rule change at the top of the mountain, which
states that any year you earn less than you pulled out, you just killed off the dollars that are
supposed to be earning the returns for you. For example, a great return year is this thirty-
seven percent in year six, but the issue is that you’re not earning this on that million dollars
you started with, you’re earning that on the account value at that time, which is
substantially less. So if we are at the top of the mountain trying to use fluctuating return
assets to provide us retirement income, how would we go about determining what a safe
withdrawal rate might be if we can’t really use a constant rate of return theory; because
I’ve only shown you one thirty year time frame here and if | were in your shoes I’d be
saying, “okay | get it, but how do | know you didn’t pick the one thirty year time frame
that works this way to stack the deck in your favor?”, and | would say you’re right. What
you’d have to do is run thousands of simulations throughout history to determine
probabilities of not running out of money at various withdrawal rates.
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AnAttéempted Solution for Pulling Income

from Your Investments in Retirement
WITHDRAWAL RARE SIMULATIONS:

A software program (i.e. Monte Carlo simulations) that uses rates
of return for all types of vehigles over the last 100 years or so to
calculate the historic probabilities of running out of money years
into retirement based ah thevithdrawal rate chosen off the
beginning asset value.

These programs run thousandsgof simulations for every 15, 20,
25, 30 and 35 year rolling time perigds teking into account all
types of market conditions and intefest'raté environments.

The results of these simulations are very much.the same no
matter who runs them since they are using sipiilap’probability
software programs and the same past markét/ipterest sate data.

They are non-guaranteed.

M Wealth Building
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(Ask client(s) to read this slide.)

The industry has attempted to solve this problem for us to give us some sort of a scientific
look at what is possible and they do this through Withdrawal Rate Simulations. Withdrawal
Rate Simulations are software programs that use rates of returns for all types of vehicles
over the last hundred years to calculate the historic probabilities of running out of money
years into retirement based on the withdrawal rate chosen off the beginning asset value.
These programs run thousands of simulations for every fifteen, twenty, twenty-five, thirty,
and thirty-five year rolling time periods taking into account all types of market conditions
and interest rate environments. The results of these simulations are the same no matter
who runs them since they are using similar probability software programs and the same
past market interest rate data. They are non-guaranteed.
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Probabilities of not running out of money
Various retireggEntNcome withdrawal rates
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Results may vary over time and each time the simulation is run. IMPORTANT: The projections or other information generated by Wealth Building C: néslic f var

investment outcomes are hypothetical in nature and may not be used to predictor project investment results. This is for purposes onlyand not ifid any An
cannot be made directly in an index. Past perf: e is no guarantee of future results. Thes: tionshave been run using a 50/25/25 portf fS&PSR0 fndex (w/GFD
Extension)/USA 5-Year Government Note Tot Index/Dow Jones Corporate Bond Return Index, resp v 1927-2013;and 1.5% total ol Each annual
withdrawal is adjusted by an inflation rate of orical Data Source: Global Financial Data, Inc., All Rights Reserved, Used With denotes ion of data back
through time for a data series from its point of origin, potentially even before said index was in existence
A& Wealth Building
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Let’s take a look at the results of these simulations. This chart shows the historic
probabilities of not running out of money years into retirement based on the withdrawal
rate we chose off the beginning asset base. It is important to understand that these are
withdrawal rates and not interest rates on your money in retirement. These simulations
and curves exist because we are acknowledging that we have to establish our income
withdrawal rate before knowing the fluctuating interest rates we will earn on our money.
As an example, let’s say you chose an eight percent withdrawal rate. This would put us on
the orange line on the bottom. What this is saying is thirty years into retirement,
historically I've had about a five percent chance of not running out of money and around a
ninety-five percent chance of running out of money. So it doesn’t take a rocket scientist to
tell us that by lowering our withdrawal rate we’ll have a better chance of not running out of
money. The financial industry has settled on a three to a four percent withdrawal rate as
being a quote “safe withdrawal rate.” But even at a four percent withdrawal rate, you still
have around a fifteen percent chance of running out of money historically thirty years
down the road in retirement.

Copyright®© Wealth Building Cornerstones, LLC 2017; All Rights Reserved. Licensed and Used with Permission. For Producer Use Only. Not For
Distribution. Two Economic Powers® is a registered Trademark of Wealth Building Cornerstones LLC.



Probabilities of not runnmg out of money

Various retirement ing@fTeRyithc lio allocations 30 years into retirement
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(Use this slide at your discretion and as needed; this slide can be helpful when someone
says they would be more “conservative” as a solution to the previous slide.)

The other component you can adjust when you run these simulations is the mixture of
invested bonds. The fifty/fifty stock bond split is what we were looking at in the previous
chart, and is generally one of the best performing throughout history. The bottom line is
that the industry has basically settled on a three to four percent withdrawal rate off of
invested assets being a quote “safe withdrawal rate.”
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AnAttémpted Solution for Pulling Income
fromi Your Investments in Retirement

Withdrawal*rate&imulations might solve the issue of running out
of money, butithey‘eréate another issue being that a 3-4%
retirement income rate is @ften not a feasible solution as it may
be very difficult to build thé amount of assets necessary to have
an adequate income stfeam i retirement.

$1,000,000 x 3-4% = $30,000™= $40,000/year

& Cornerstones-

(Take your time on this slide. This slide is perhaps one of the most important, if not the most
import slide of Chapter 2 for client interaction. It is imperative to have the client internalize
what the default path means for them and the problem on this path before going onto
Chapter 3.)

As we said before, withdrawal rate simulations are really an attempted solution for pulling
income from your investments in retirement. Why is it an attempted solution? Withdrawal
rate simulations might solve the issue of running out of money, but they create another
issue being that a three to four percent retirement income rate is often not a feasible
solution as it may be very difficult to build the amount of assets necessary to have an
adequate income stream in retirement. Because you’d need $1,000,000 to get $30-
40,000/yr of retirement income. Think about it, to create $100,000/yr of retirement
income you’d have to have $3,000,000-$4,000,000 in your retirement accounts. HOW
FEASIBLE DOES THIS DEFAULT PATH SOUND FOR YOU? (Pause here and get response from
client) See, the problem isn’t really what’s attainable for asset amounts, it’s the
withdrawal rate we set ourselves up for. (show a future value calculator example with
numbers close to their own if needed here at your discretion to further cement the issue of
the default path. See example below showing a calculation for the future value of their
retirement account and what their inflation-adjusted income needs to be in the future, the
problem is that 3-4% of 51,193,373 isn’t $180,611.)
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Ar@mpted Solution for Pulling Income
our Investments in Retirement

Withdrawalréte £imbilations might solve the issue of running out
of money, butitheyrereate another issue being that a 3-4%
retirement income rate is ©ften not a feasible solution as it may
be very difficult to build the amount of assets necessary to have
an adequate income stfeam it retirement.

$1,000,000 x 3-4% = $30,000"= $40,000/year

7-13% income rates may be needed to a¢hieve adequate income
based on attainable retirement assét amouhts.

$1,000,000 x 7-13% = $70,000 - $130,0%

Copyright © 2016, Wealth Building Cornerstones, LL( & Cornerstones-

Bottom line is that seven to thirteen percent income rates may be needed to achieve
adequate income in retirement based on what’s generally attainable for asset amounts.
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Ar@mpted Solution for Pulling Income
our Investments in Retirement

Withdrawalréte £imbilations might solve the issue of running out
of money, butitheyrereate another issue being that a 3-4%
retirement income rate is ©ften not a feasible solution as it may
be very difficult to build the amount of assets necessary to have
an adequate income stfeam it retirement.

$1,000,000 x 3-4% = $30,000"= $40,000/year

7-13% income rates may be needed to a¢hieve adequate income
based on attainable retirement assét amouhts.

$1,000,000 x 7-13% = $70,000 - $130,0W
ilities of

How do you do this without high
? running out of money???

Copyright © 2016, Weaith Building Comnerstones, LL(

The question is how do you do that without high probabilities of running out of money?
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Proba ies of not running out of money
Various retiregfntNncome withdrawal rates

Retirement income withdrawal rates

Probability of not running out of money

Years into retirement

Results may vary over time and each time the simulation is run. IMPORTANT: The p! other generated by Senerstonés,
investment outcomes are hypothetical in nature and may not be used to predictor project investment results. This is for andnot i

cannot be made directlyinan index. Past performance is no guarantee of future results. These run usinga 50/25/25 s&p
Extension)/USA 5-Year Government Note Total Return Index/Dow Jones Corporate Bond Return Index, respectively from 1927-2013; and assume 1.5% total
withdrawal is adjusted by an inflation rate of 3%. Historical Data Source: Global Financial Data, Inc., All Rights Reserved, Used With Permission. GFD Extension
through time for a data series from its point of origin, potentially even before said index was in existence.
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(This whole presentation, Chapters 1-4, is designed to be done in one meeting, however,
this is a good slide to stop at if you would like to split this presentation into two meetings.
You’ve defined the problem and given them hope for solutions. If you do split this
presentation into two meetings be sure to review Chapter 2 with them at the beginning of
the next meeting before going into Chapter 3.)

Because if I'm on these curves, trying to pull seven to thirteen percent, my chances of
making it without running out of money do not look good.
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A Twa@ Economic Powers® Approach

1.¢Interest Rates/Rates of Return

)

M Wealth Building
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G

The Two Economic Powers™ Approach can enable us to do this. See, the first economic
power we all have to work with is the Interest Rates/Rates of Return power which can be a
good accumulator of money.
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2. AgtuarialNScience
Definition:, ipline that assesses financial risks in
the insurgnce an@Yinance fields using mathematical and

mathematics” of

bility and statistics to define,
analyze and sol ]

cial implications of uncertain
ncegand pension plans are

Q
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The second economic power is Actuarial Science which can be a good distribution power.
These powers were meant to work together in proper balance.
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ipline that assesses financial risks in
Yinance fields using mathematical and
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Many people used to get both powers incorporated into their long term wealth building for
Retirement Income by default through Defined Benefit Pension Plans. As Defined
Contribution Plans (401k, 403b, etc.) became more popular, fewer and fewer people have
Defined Benefit Pension Plans.
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Who bears the risk of Accumulation and Distribution for an employee’s retirement income
under a Defined Benefit plan? The employer or employee?
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The employer.
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Who bears the risk of Accumulation and Distribution for an employee’s retirement income
under a Defined Contribution plan? The employer or employee?
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The employee.
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Two Economic Powers® Approach

There is a major transfer 6f tisk/résponsibility from the employer to the employee when
you have a Defined Contribution Plan_ versus a Defined Benefit Plan. Very little
education has been given tofindividual$yregarding what they must now do to provide for
themselves.

There is a major transfer of risk/responsibility from the employer to the employee when
you have a Defined Contribution Plan versus a Defined Benefit Plan. Very little education
has been given to individuals regarding what they must now do to provide for themselves.
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There is a major transfer 6f fisk/résponsibility from the employer to the employee when
you have a Defined Contribution Plan_ versus a Defined Benefit Plan. Very little
education has been given tofindividualgyregarding what they must now do to provide for
themselves.

Equally important is that not only was¢heréxadransfer of risk/responsibility that
occurred, but in a Defined Contribution Plan the eriployee is no longer getting both
economic powers by default... they are gettifigithg Interest Rates/Rates of Return
power, but they must now seek out and understand h®w to incorporate the Actuarial
Science power as they are not getting it by defatli

Equally important is that not only was there a transfer of risk/responsibility that occurred,
but in a Defined Contribution Plan the employee is no longer getting both economic
powers by default... they are getting the Interest Rates/Rates of Return power, but they
must now seek out and understand how to incorporate the Actuarial Science power as they
are not getting it by default.
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w nomic Powers® Approach

There is a major transfer, sponsibility from the employer to the employee when
you have a Defined Contribution Plan versus a Defined Benefit Plan. Very little
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These powers were meant to work together in balance % ation to achieve
efficient results.
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These powers were meant to work together in balance and coordination to achieve
efficient results.
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When we reach retitement thére are 2 global options for generating retirement income
streams from the assets wé've built:
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When we reach retirement there are 2 global options for generating retirement income
streams from the assets we’ve built.
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Two Economic Powers® Approach

When we reach retitemepit thére are 2 global options for generating retirement income
streams from the assets wé've built:

1. Exchange/Trade your money

q

Guarantees occur at the timea product is purchased that provides those guarantees, and at that time the guarantees are based on the claims payw
ability of the issuing do not apply to performance or account values. Past performance is no guarantee of future res| & Wealth Building
. " Cornerstones-

1. Exchange/Trade your money. Basically in this option you would be taking money you
have at retirement time and exchanging it with an insurance company for a guaranteed
income stream. One example of this would be taking your lump sum at retirement time
and giving it to an insurance company in exchange for an income annuity that provides

lifetime income to you.
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’(&@eonomic Powers® Approach

When we reach retitement thére are 2 global options for generating retirement income
streams from the assets wé've built:

1. Exchange/Trade your money
2. Invest your money
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Guarantees occur at the timea product Is purchased that provides those guarantees, and at that time the guarantees are based on the claims payl
ability of theissuing do not applyto performance or account values. Past performance is no guarantee of future W& Wealth Building
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2. If we choose not to exchange/trade our money at retirement time then the other global
option is to invest our money to try to generate retirement income.
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wo_Eeconomic Powers® Approach

When we reach retitement th€re are 2 global options for generating retirement income
streams from the assets wé've built:

1. Exchange/Trade your money
2. Invest your money

If we don’t incorporate Actuarial Science we€an be relegating/defaulting ourselves to
the 3-4% income rate problem. When we incorp@érate Actuarial Science along the way
we put ourselves on a path that can potentially provideshigher retirement income rates
from the assets we've built. The balancing betwgenheséeconomic powers
(Cornerstones) is the key... Having too much of either’can make you less efficient.

Guarantees occur at the timea product Is purchased that provides those guarantees, and at that time the guarantees are based on the claims payl
ability of the issui do not applyto performance or account values. Past performance is no guarantee of future W& Wealth Building
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If we don’t incorporate Actuarial Science we can be relegating/defaulting ourselves to the
3-4% income rate problem. When we incorporate Actuarial Science along the way we put
ourselves on a path that can potentially provide higher retirement income rates from the
assets we’ve built. The balancing between these economic powers (Cornerstones) is the
key... Having too much of either can make you less efficient.
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When we reach reti r_rr_jedf'thére are 2 global options for generating retirement income
streams from the assets wé've built:

1. Exchange/Trade your money
2. Invest your money

If we don’t incorporate Actuarial Science we€an be relegating/defaulting ourselves to
the 3-4% income rate problem. When we incomp®érate Actuarial Science along the way
we put ourselves on a path that can potentially provideshigher retirement income rates
from the assets we've built. The balancing betwgen gheséeconomic powers
(Cornerstones) is the key... Having too much of either’can make you less efficient.

When you balance the economic powers (Cornerstones; ?/ way you get both
retirement income options: 1) Exchanging/Trading (Covered Asséts) or 2) Investing
(Volatility Buffer) to choose from or combine together at retirem otentially
provide higher overall retirement income. So how do we do this?

Guarantees occur at the timea product Is purchased that provides those guarantees, and at that time the guarantees are based on the claims payl
ability of theissuing do not applyto or account values. Past performance is no guarantee of future P Building
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When you balance the economic powers (Cornerstones) along the way you get both
retirement income options: 1) Exchanging/Trading (Covered Assets) or 2) Investing
(Volatility Buffer) to choose from or combine together at retirement time to potentially
provide higher overall retirement income. So how do we do this?
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Liguid Assets
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- Savings Accounts
- Money Markets

Retirement Assets
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- Growth Securities/
Stocks/Bonds
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- Real Estate

- Businesses, Etc
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rates safely, it may be necessary to introdul er main
economic power being actuarial science.
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One of these areas that we are defining for long term wealth building is retirement assets.
Things like your 401k’s, growth securities, real estate and so on. Retirement assets by
themselves have a big issue getting down the mountain because these assets generally use
one power of the financial industry being interest rates, or rates of return. Think of this
power as the accumulation power, but this power by itself puts you back on the withdrawal
rate simulation curves for distribution. In order to set yourself up for the ability to take
higher retirement income rates safely, it may be necessary to introduce another economic
power that specializes in distribution, which is actuarial science. These two powers for
accumulation and distribution are meant to work together to create higher retirement
income. So the question is how can we introduce this actuarial science power into our long
term wealth building?
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Annual Savings

Liguid Assets

- Checking Accounts
- Savings Accounts
- Money Markets

Retirement Assets Permanent Life

- 401K/IRAS/403b Insurance

- Growth Securities/ - Whole Life Insurance
Stocks/Bonds

-CD’s

- Annuities Attributes include:

- Real Estate Death Benefit and Cash Values

- Businesses, Etc

Lona Term

A

Emergencies,

opportunities, s : :
security, etc to increase retirement income.

Work towards building proper balz

The answer is through permanent life insurance, specifically whole life insurance. Then the
power of actuarial science, through the death benefits and cash values of the whole life
insurance, can interact with the interest rate power of retirement assets to create the
ability to take higher retirement income rates safely. We need to be working towards
building the proper balance between these two powers on our way to retirement. Let’s go
through how these two powers can work together.
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Retirement Assets
401k/IRAs/403b

Growth Securities/Stocks/Bonds
CD’s

Annuities

Real Estate

Permanent Life Insurance
- Whole Life Insurance

Attributes Include:
Death Benefit and Cash Values

Businesses, Efc.

THE INTERACTION OF THE ECONOMIC POWERS PROVIDES BOTH OPTIO, 'O CHOOSE FROM AT
RETIREMENT TIME:

1. Covered Retirement Assets - (Exchange/Trade Opti

2. Volatility Buffer - (Invest Option)
Note, you are not locking into which option(s) you will want to utilize in the future today”.. th€®”mere fagt that you

have built these two Cornerstones together gives you the ability to choose from one, or cofiibine gthe gptions
together at the time of retirement for income. Let's go through the options.
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The interaction of these two cornerstones provides both the exchange/trade option which
we call the Covered Assets, and the investment option which we call the Volatility Buffer to
choose from at the time of retirement. You are not locking into which option or options
you will want to utilize in the future today. The fact that you have built these two
cornerstones together gives you the ability to choose from one, or combine the options
together at the time of retirement for income. Let’s go through both of these options.
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Opfion #1 — Covered Retirement Assets

A Covered Refiremént ASsSetis one that is accompanied by an equal amount of Whole Life
Insurance Death BepéfitySimilar to how most government entities provide retirement
pensions to their employegs®Covered Retirement Assets lay the foundation for self-made
pensions in retirement.

This is accomplished through the ipt€raction, of a retirement income tool that is unrelated to
the curves of the withdrawal rate@imulations“ealled an income annuity (self-made pension)
and your Whole Life Insurance Death Béngfit.

Basically under this option the interaction of your Retitsement Assets and Whole Life Insurance
Death Benefit gives you the ability to create guafanteed retirement income for life historically
in the range of 7-13% from the assets you've builthwhile aigthe same time providing
perpetuation of retirement income for a spouse andfor agd€gagy for your heirs. The closer you
get to having the same amount of Retirement Asséts@nd Whole Life Insurance Death Benefit
at retirement time the more Covered Assets you have anl the highér your retirement income
can go.

& Wealth Building
& Cornerstones-

(Ask client(s) to read this slide.)

Option one is called “covered retirement assets”. A covered retirement asset is one that is
accompanied by an equal amount of whole life insurance death benefit. Similar to how
most government entities provide retirement pensions to their employees, covered
retirement assets lay the foundation for self-made pensions in retirement. This is
accomplished through the interaction of a retirement income tool that is unrelated to the
curves of the withdrawal rate simulations called an income annuity, a self-made pension,
and your whole life insurance death benefit. Under this option the interaction of your
retirement assets and whole life insurance death benefit gives you the ability to create
guaranteed retirement income for life historically in the range of seven to thirteen percent
from the assets you’ve built, while at the same time providing perpetuation of retirement
income for a spouse and or a legacy for your heirs. The closer you get to having the same
amount of retirement assets and whole life insurance death benefit at retirement time the
more covered assets you have and the higher your retirement income can go.
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Opftion #1 — Covered Retirement Assets

Without Cernersiones With Cornerstones
Retirement Asset — i.e. 401(k) Retirement Asset - i.e. 401(k) Whole Life Insurance
. \ 750, $750,000
DEATH BENEFIT
g 1088 Income B —————————
Rat : l Rgouity l $250,000
$751000/ r CASH VALUE
$351000/yr Guaranteed (reliremez income)
Non-Guaranteed l
$0

(Income stdps atdeath)

retirement income streams while both spouses dverages (1986-2013) Data Source:
are alive and then the perpetuation of the
retirement income streams for the surviving at the time@ product is purchased that

Note: This page demonstrates the creation of ’ < Noté' Income Annuity rates based on historical
0% Income
spouse after the first one is deceased. It does $75,000/yr proyides(those guarantees, and at that time the

Wwww.annuityshiopper.com. Guarantees occur

not show the value of the Retirement Assets guarafitees aré basedion the claims paying
upon the death of the surviving spouse in the Guaran[eed ability of thé ISsuing company. Guarantees do
“Without Cornerstones” example, which may g not apply 10 investment pérformance or
be more or less than $1,000,000 (spousal perp;tuatlon account values. Past pefformance is no
of retirement income) guarantee ‘Ofifuture fesults.
& Wealth Building
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Visually, this is how this would look. On the left side in pre-retirement we put all of our savings
towards building retirement assets only. Let’s say they could accumulate a unit of money that we
will call a million dollars here. At retirement time along this path, we would have set ourselves up
for withdrawal rate simulation income at that time somewhere between three and four percent so
we'll call it three and a half percent of the million dollars, that’s thirty five thousand dollars a year
of non-guaranteed retirement income going down that path. On the right side, we are going to take
the same amount of annual savings in pre-retirement that we had on the left side, but now we are
going to split it between building retirement assets and whole life insurance. We are not going to
end up with the same amount of retirement assets that we did on the left side because we are
splitting where we are putting our annual savings every year. So you have seven hundred and fifty
thousand of retirement asset value and seven hundred and fifty thousand of whole life death
benefit with two hundred and fifty thousand dollars of cash value. So now what we get to see is the
interaction between the death benefit of the whole life insurance policy and how we can use our
retirement assets to create much higher income streams. Since we know that we’ll have seven
hundred and fifty thousand in death benefit the day someone passes away, this allows us to take
the retirement assets we have and trade them for a self-made pension on that person’s life. This is
called an income annuity. You are physically trading this to an insurance company in exchange for a
guaranteed income stream for life, which for a sixty five year old male has averaged around ten
percent as an income annuity rate. Once that rate is set, it doesn’t fluctuate. In this case we have
seven hundred and fifty thousand being traded for a guaranteed seventy five thousand dollars a
year of income for that person’s life. Now, when that person passes away, that income stream
stops and the retirement asset that was traded for that income stream is no longer there. Then the
death benefit for the whole life insurance policy kicks in to replace the retirement asset that was
originally traded to create the initial income stream. The remaining spouse can use that death
benefit to recreate that same income stream or maybe it’s just a legacy at that time for heirs or
charities. This is how the covered retirement asset option works. In this example, you have seventy
five thousand a year guaranteed retirement income versus thirty five thousand dollars not
guaranteed.
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Option #2 — Volatility Buffer

If you choose fetstd'Credte seif-made pensions with your Retirement Assets for income as
discussed in Option #7, then your Retirement Assets will need to be invested to create your
income. However, taking [nc@me rates in the range of 7-13% from your invested Retirement
Assets gives you high probabilities ofgunning out of money based on regular withdrawal rate
simulations. The reason this occurs iglhgcause a primary assumption of the simulations is
that you have to take your income fiom that_pot of money every year, never giving it a break.

To avoid running out of money, a key t@'taking high withdrawal rates in the range of 7-13%
from invested assets is to not always "have to"'Withdraw your income from your invested
retirement assets after a year in which your assetbaS€ did not earn what you were going to
pull out. This gives your asset base a volatilitg"buffef'year and a chance to recover.

After some of the years in which your asset base @id siot eafi What you were going to pull out
(note that you are not trying to predict a future retur?), yo@@would need the ability to withdraw
your income stream from a different asset that is uncorrelated togthe short term fluctuating
returns of your invested Retirement Assets.

The cash values of your Whole Life Insurance policy can fit this bill*Haying y@ars of
retirement income available in the cash values of your Whole Life Insur@ng€ isital in
retirement if you choose to invest your money to create retirement income.

Note: It can take time to establish whole life insurance cash values, and there may not be sufiicient cash values to provide a buffer in Sfijgpafiicular year.

A& Wealth Building
Cornerstones-

(Have the client(s) read this slide, and highlight the phrase in bold and underlined below.
There are only two options for us to get income in retirement, trading or investing. We
aren’t trying to choose one of these options today and we don’t want to pigeon hole
ourselves. We want to put ourselves on a path to have the choice between these in the
future on the highest spectrum.)

This brings us to option two, “Volatility Buffer”. Remember, we are not choosing one of
these options today. Getting these cornerstones in place gives us the ability to choose
between these options later on at the time of retirement. So let’s read through option two.
If you choose not to create self-made pensions with your retirement assets for income as
discussed in option number one, then your retirement assets will need to be invested to
create your income. However, taking income rates in the range of seven to thirteen percent
from your invested retirement assets gives you high probabilities of running out of money
based on regular withdrawal rate simulations. The reason this occurs is because a primary
assumption of the simulations is that you have to take your income from that pot of money
every year, never giving it a break. To avoid running out of money, a key to taking high
withdrawal rates in the range of seven to thirteen percent from invested assets is to not
always have to withdraw your income from this pot of money after a year in which your
asset base did not earn what you were going to pull out. This gives your asset base a
volatility buffer year and a chance to recover. After some of the years in which your asset
base did not earn what you were going to pull out you would need the ability to withdraw
your income stream from a different asset that is not significantly affected by short term
interest rate swings and market fluctuations. The cash values of your whole life insurance
policy can fit this bill. Having years of retirement income available in the cash values of your
whole life insurance policy is vital in retirement if you choose to invest your money to
create retirement income.
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Option #2 — Volatility Buffer

Without Cornerstenes With Cornerstones
Retirement Asset — i.e 401(k) Retirement Asset —i.e. 401(k) Whole Life Insurance
: $750,000
DEATH BENEFIT
3.5% Withdrawal
Rate Simulations $250,000
109 Withdrawal CASH VALUE
$35,000/yr
l Volatility Buffer
From Cash Value

Yr

1 $75408

2 $75,000

3 $75.000

4 $75,000

5 $75,000

6 $75.000

7 $75,000

8 $75,000”

9 $75.000

one is deceased. It does not show the value of the Retirement Assets upon the death of the suviving spouse in the “Without Comerstones” example, whi e or less than $1,000,000. In

the “With Comerstones™ example, it can take time to establish whole Iife insurance cash values, and there may not be sufficient cash values to provide a particular year.

"' Wealth Building
Cornerstones-

10 $75.000
11 $75,000
Etc.
Note: This page demonstrates the creation of retirement income streams while both spouses are alive and then the perpetuation of the retirement incomi@strear the 'sunviving spouse after the first

pyright

Visually, we have the same set up. On the left side, without cornerstones, we have a three
and a half percent withdrawal rate simulation which gives us an income of thirty five
thousand dollars a year from our retirement assets. On the right side we have the
cornerstones; retirement assets and whole life insurance. Now what we’re going to do
instead of trading our money to get our retirement income streames, is invest the seven
hundred and fifty thousand dollars of retirement assets and pull money off to get our
retirement income streams. We are going to pull a higher income rate than what
withdrawal rate simulations would normally say is prudent from a probability standpoint
because we know we have the ability to also pull income from the cash values of the whole
life insurance policy as a volatility buffer. The way this works in this case is we have a ten
percent withdrawal, which is seventy-five thousand dollars a year. At the beginning of year
two | look back on year one’s return to see if | earned the seventy five thousand dollars that
| pulled out of that asset. If | did not, | would give that asset a break. Then pull the income
the next year from the cash values of the whole life insurance policy that aren’t as
significantly affected by short term interest rate swings and market fluctuations. | do this as
many times as | need to, or can.
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Option #2 — Volatility Buffer

Let’s takes@ l0pk at an example illustrating the
effectiveneéSs of the Volatility Buffer when
withdrawing high dgucome rates from invested
meney.

Let’s take a look at an example illustrating the effectiveness of the volatility buffer when
withdrawing high income rates from invested money. To do this we have to look at the
results of pulling income from the $750,000 during a time frame without a volatility buffer
first and then compare that to what it would be with the volatility buffer.
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Option #2 — Volatility Buffer

* Beginning Retirement A e Return = 12.77 Without Volatility Buffer With Volatil
Asset Value = $750,000 t A . nt Value | Annual

+ 10% of Beginning Value =
($75,000)

* Number of Years = 20
« Average Return = 12.77%

These investment results and account
values are hypothetical and may not be
used fo predict or project investment
results. Past performance is no
guarantee of future results. Historical
Data Source: S&P 500 Total Retum
Index (W/GFD Extension) (1970-1999)
Global Financial Data, Inc., All Rights
Reserved, Used with Permission. GFD
Extension denotes the extension of
data back through time for a data senes

from its point of ongin, potentially even $1,000,000

before said index was in existence. .

Note: Outstanding policy loans will I $800,000 /0/ \ e g “
reduce your cash surrender value and ® =N S PG

death benefit, It can take time to = $600,000 \0// S~

establish whole Iife insurance cash 5 \

values, and there may not be sufficient $400,000 N—O—C0 > zﬁ‘:"*‘vf :""a"v:”"”
cash values to provide a buffer in any o =g = folatility Buffer
particular year < $200,000 e

$0 ey (W EeY |
1 2 3 4 5 6 7 8 9 10 11 12 13 W 15% 17 18 19 20
@ Income taken from whole Iife insurance cash values Years
ornerstones-

So what we see here on the left side, is the beginning retirement asset value of seven hundred and
fifty thousand dollars from the cornerstones example that we were just looking at. This side is
without a volatility buffer so we are going to be pulling ten percent income from that beginning
value which is seventy five thousand dollars a year every single year during a period that averaged
twelve point seven seven percent. When we do this every single year, we run out of money
between years thirteen and fourteen which is fairly consistent with regular withdrawal rate
simulation probabilities at higher income rates. Now when we go over to the right side, we are
going to demonstrate the power of the volatility buffer in the cash value of the whole life insurance
policy. So we have the same setup, but now after years in the beginning when we did not earn what
we pulled out, we are going to give this asset a break and not draw our income stream from here.
Instead, we will draw from the cash values of the whole life insurance policy which are not as
significantly affected by the short term interest rate swings and market fluctuations. So we see here
in year two, we look back on your one’s return and we see it had a positive return, but we didn’t
earn the seventy five thousand we pulled out that year. Then in year two, instead of pulling our
income from this invested pot of money, we pulled the income from the cash value of the whole
life insurance policy instead, giving this asset a break and a chance for the retirement asset values
to recover. We are trying to preserve these workers here. Think of all of these dollars over here as
your workers. We want to preserve these workers, we don’t want to be killing them off and that’s
what the volatility buffer in the cash value of the whole life insurance policy allows you to do with
the retirement assets that are invested. And we use the volatility buffer as needed as many times
as we can. You will generally get between 3-9 years of volatility buffer in the cash values for what
you have balanced in the Covered Assets strategy. In this example we used it three times based on
what was available in the cash values. And you can see the power of this as far as what happens
with the account value instead of running out of money between years thirteen and fourteen on
the left side, we now have more money than we started with twenty years down the road on the
right side. Remember though that in the world of fluctuating returns measuring the results of one
time frame is not conclusive. What you’d need to do is run thousands of simulations throughout
history to determine probabilities of not running out of money based on various withdrawal
rates incorporating years of volatility buffer. ad slides.
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Probabilities of not running out of money

Various retiremcome withdrawal rates
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Results may vary over time and each time the simulation is run. IMPORTANT: The pr other d by 'smn
investment outcomes are hypothetical in nature and may not be used to predictor project investment results. This is for fyand not i
cannot be made directly d pe: of future results. These simulations have been run usinga 50/25/25 portfolio of S&P|

Extension)/USA 5-Year Government Note Total Return Index/Dow Jones Corporate Bond Return Index, respectively from 1927-2014; and assume 1.5% total
withdrawal is adjusted by an inflation rate of 3%. Historical Data Source: Global Financial Data, Inc., Al Rights Reserved, Used i
through time for a data ts point of origin, before said index was in existence.

Copyright © 2016, Weaith Building Comerstones, LLC: All Rights Reserved. For Licensee Use Only

This is the regular withdrawal rate simulation chart that we looked at before that doesn’t
include any years of volatility buffer. In the next few slides watch what happens to the
probabilities of the different withdrawal rate curves as we incorporate the Volatility Buffer
strategy with years of buffer included in the simulations.
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Various retirep come withdrawal rates — 3 Years of Volatility Buffer
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This is the withdrawal rate simulation chart for the Volatility Buffer strategy with 3 years of
buffer.

Copyright© Wealth Building Cornerstones, LLC 2017; All Rights Reserved. Licensed and Used with Permission. For Producer Use Only. Not For
Distribution. Two Economic Powers® is a registered Trademark of Wealth Building Cornerstones LLC.



"

Probabilities ‘of not running out of money
Various retirep ‘ come withdrawal rates — 4 Years of Volatility Buffer
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This is the withdrawal rate simulation chart for the Volatility Buffer strategy with 4 years of
buffer.
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This is the withdrawal rate simulation chart for the Volatility Buffer strategy with 5 years of
buffer.
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This is the withdrawal rate simulation chart for the Volatility Buffer strategy with 6 years of
buffer.
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This is the withdrawal rate simulation chart for the Volatility Buffer strategy with 7 years of
buffer.
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This is the withdrawal rate simulation chart for the Volatility Buffer strategy with 8 years of
buffer.
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This is the withdrawal rate simulation chart for the Volatility Buffer strategy with 9 years of
buffer....... So this is the Volatility Buffer, Option #2.

Copyright© Wealth Building Cornerstones, LLC 2017; All Rights Reserved. Licensed and Used with Permission. For Producer Use Only. Not For
Distribution. Two Economic Powers® is a registered Trademark of Wealth Building Cornerstones LLC.



Two Economic Powers® Approach

The decision for which optign or combination of options to use for retirement income is
made at the time of retirement. No m&tteswhich Cornerstones option(s) you choose you
are much better off than being limitéd to théwncertainty of an invested retirement asset
only strategy for retirement income. It isfvital tohhave these two Cornerstones working
together giving you the ability to creaté poténtially higher, more secure retirementincome
streams.

Start building your Cornerstones together as soon#s possible to allow them both
the time to build and grow together. The big picture sfrategies you implement
today directly impact your retirement income latergTime is@f the essence!!

Again, the decision for which option or combination of options to use for retirement
income is made at the time of retirement. But no matter which cornerstones option you
choose, you are much better off than being relegated to an invested retirement asset only
strategy for retirement income. So it’s vital to have these two cornerstones working
together giving you the ability to create potentially higher, more secure retirement income
streams. So start building your cornerstones together as soon as possible to allow them
both the time to build and grow. The big picture strategies you implement today, directly
impact your retirement income later. Time is of the essence.
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w nomic Powers® Approach

Annual Savings

Liguid Assets
- Checking Accounts
- Savings Accounts
- Money Markets

Retirement Assets Permanent Life
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- Growth Securities/ - Whole Life Insurance
Stocks/Bonds

-CD’s

- Annuities Attributes include:

- Real Estate Death Benefit and Cash Values

- Businesses, Etc

A

Emergencies,

opportunities, = 4 >
security, etc to maximize retirementincome.

Lona Term

Work towards building proper balangé

Copyright © 2016, Wealth Building Cornerstones, LL( & Cornerstones-

What we’ve done is economically defined the three areas of allocation savings for
efficiency. We have one short term area, and two long term wealth building areas. So it is
vital to be building the proper balances between these three areas to get the most out of
your wealth building in pre-retirement and also set yourself up for the biggest retirement
income streams later.
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Wealth Building Cornerstones Strategy
Comparison Summary

A& Wealth Building

Sample, Sam and Jane,- Age 40 to 65 & Cornerstones-
o Pomeers®

Retirement Income CofMpariSORs (Pre-Tax or Pre-Tax Equivalent)
Two Economic Powers™ Strategy
[ Retin. ot Assets Only Strategy Covered Assets Option | Volatility Buffer Option
% Sontrntons W Future Contributions With Future Contributions
Total Income: $90,967 / yr $148,998 / yr $149,296 / yr

Amount Guaranteed” $0/yr $123,521/yr S0/yr

Approximate Years of Volatility Buffer Income

in Permanent Life Insurance Cash Values: 3.8 years

Increase Above Existing Money Base Income: $39895 / yr §97,926 / yr §98,224 /yr
Efficiency increase above Retirement Assets

Only comparing the Increases Above Existing 145% 146%
Money Base Income:

Retirement Assets Only Strategy - Existing Money Base Income $51,072/yr
(non-guaranteed)

Without Future Contributions.

Increase Above Existing Money Base Income

Patst performance isno guarantee of

$104400 76 9824 fiture results These calculationsare
5700

59 ntendetifor i ustrative and
547,000 hypgfhet|cal comparison purposes only
578300 NOSDeEeIfic investment isbeing
869600 gonsideredand individual resulsw
$60900 vary iese cajafiftions may not be
$52200 used8 predi#r project investment
843500 9095 results Miistbe accompanied by or
pocypeed precedédby a full basic fixed rate
$26100 pefmanent liféinsuranceillustiation.
$17400 The assumed benefits and valugs.are
38700 not guaranteedand the assumptions
pod onwhich theyare basediare subject to
mismtio  comettms  wetnyoa  ung=brtNpgre S renis
- "' Wealth Building
Cornerstones-

(vou can show one or both of these Cornerstones Calculator Summary output examples)
What you see here is an example summary output of our Cornerstones Calculator for a 40
year old couple. This calculator compares the retirement income calculations for building
Retirement Assets only and ending up with 3-4% retirement income rates, the salmon
color, to the Cornerstones Strategy options of Covered Assets and Volatility Buffer, the blue
and green colors, using the exact same assumptions and same amount of savings in each
scenario going forward. At our next meeting we can use this calculator to run your own
retirement income comparison calculations based on these different concepts and
strategies we’ve just discussed using your current savings. This calculator does two things
for us: First it will help us compare the efficiency of the different strategies for you, and
second it will give us a marker for what your retirement income might be in the future
based on the assumptions made. This will help us determine how you want to be allocating
your money today and how much you want to be saving today. To be able to run these
calculations though we need to know what you might qualify for with regard to the Whole
Life Insurance, because you can’t just get Whole Life Insurance, you have to be
underwritten for it by an insurance company. The underwriting process usually takes
between 3-6 weeks. What I'd like to do with you today is get you into the underwriting
process by filling out an application to get this process started. You’re not buying or
committing to anything today, we’re just asking the insurance company for an underwriting
classification for you. Then while this process is going on behind the scenes we can get
back together in a week or two to run through your own calculations. How does this sound
to you?
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Wealth Building Cornerstones Strategy
Comparison Summary

AV Wealth Building
Sample, John andSueAge 50 to 65 & Cornerstones*
P Soomarmts Aemeare®
Retirement Income CaMpAariSONS (Pre-Tax or Pre-Tax Equivalent)
Two Economic Powers™ Strategy
A. § Wih Fiture Controutions With Future Contributions

Total Income: $81,350 / yr $126,676 / yr $127,865/ yr
Amount Guaranteed” 80 / yr $77,966 / yr $0/yr

Approximate Years of Volatility Buffer iIncome

in Permanent Life Insurance Cash Values: 3.5years

Increase Above Existing Money Base Income $14.249 / yr $59,575/ yr $60,764 / yr
Efficiency increase above Retirement Assets

Only comparing the Increases Above Existing 318% 326%
Money Base Income

Retirement Assets Only Strate.;y - Exis?; Money £+ Income $67,101 /yr
(non-guaranteed)

Without Future Contributions.

Increase Above Existing Money Base Income
Patst performance isno guarantee of
fUture results These calculationsare

” 4
64200 59,57 g ntendefor iliustrative and

859400 @ hypgthetlcal comparison purposesonly
G NESDeelfic investment isbeing
48400 ons deredand individual results will
843200 vary iese cajafiftions may not be
837800 usedi predior project investment
$12400 results. Mdstbe accompanied by or
$27000 precedédby a fullbasic fixeticate
821400 i pefmanent liféinsuranceillustiation.
$16200 The assumed benefits and valugs.are
$10800 not guarantéedand the assumplions
$5400 on which theyare basediare subject to
0 change by thensurer. Actlal resuts
et Assets Only Covered Assets y b
"' Wealth Building
Cornerstones-

General Note:

The WBC System and presentations are not saying that the rate of return achieved by one
financial vehicle will outperform the rate of return of any other financial vehicle over time.
There are many variables that affect the rates of returns someone receives in the different
vehicles they are using. For example, an investment account, such as a 401k or other types
of investments could gain or lose 40% in a given year. A whole life policy’s cash value IRR
depends on many things including the type of whole life policy structure (front end loaded
with cash or not, high/low death benefit driven, premium payment period, etc.),
underwriting rating, how long they’ve had the policy, and other factors. Depending on the
returns of the actual vehicle being analyzed either of them could require more additional
outlay to reach the same level of cash value as the other at a given point in time in the
future depending on how these variables work out. If the investments perform poorly then
you could have additional outlay towards the investments being necessary to match the
individual IRR of the whole life cash values at a given time in the future. If the investments
perform well then you could have additional outlay necessary towards the whole life
insurance to have the whole life cash values match the amount of the investments at a
given time in the future. Whole life insurance cash value returns could outperform
investment returns or vice versa at a given point in the future, or they could be the same.
Bottom line, no one can tell us if one will outperform the other and the WBC system isn’t
saying that one is going to outperform the other on an IRR basis.
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