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Pre-Retiree – Building Retirement Income 
Two Economic Powers® Approach

Wealth Building Cornerstones, LLC assumes no liability for the use or misuse of its materials by independent users. Wealth Building 
Cornerstones, LLC is not party to any agreement between a client and a user of the Wealth Building Cornerstones System, unless such 
agreement be executed in writing between the client and Wealth Building Cornerstones, LLC. No warranty or assurance of success is made 
by Wealth Building Cornerstones, LLC to any person and no one is authorized to make such representations on behalf of Wealth Building 
Cornerstones, LLC. The client accepts full responsibility for his or her own financial decisions and the consequences thereof. All persons are 
cautioned to seek necessary legal, accounting, insurance and financial services only from firms who are duly licensed and certified under 
applicable state/provincial and federal laws and regulations. Users of Wealth Building Cornerstones are independent practitioners and are 
not acting as agents, employees, or representatives of Wealth Building Cornerstones, LLC.

The following is for educational purposes only and should not be considered as specific investment or planning advice. Depending  on 
individual circumstances, the strategies discussed in this presentation involve the purchase of a permanent life insurance policy and/or single 
premium immediate fixed annuity product which may not be appropriate for your situation. Permanent life insurance offers protection for your 
beneficiary, but can also offer supplemental retirement income. This additional benefit may be available through policy loans or withdrawals, 
provided there is sufficient cash value. Access to cash values through borrowing or partial surrenders will reduce the policy's cash value and 
death benefit, increase the chance the policy will lapse, and may result in a tax liability if the policy terminates before the death of the insured. 
All policy guarantees are based on the claims paying ability of the issuing insurance company. Distributions are not subject to taxation up to 
the amount paid into the policy (cost basis). If the policy is a Modified Endowment Contract (MEC), policy loans and/or distributions are 
taxable to the extent of gain and are subject to a 10% tax penalty if the policy owner is under age 59 1/2 Any example or client case studies 
are hypothetical, intended for illustrative purposes only and highlight a single possible outcome. Your results will vary. Depending on the 
many variables affecting rates of returns for different vehicles it may be necessary to allocate more savings to one or the other for them to 
achieve the same values over time. THIS PRESENTATION IS PROVIDED "AS IS," WITH ALL FAULTS, AND WITHOUT WARRANTIES OF 
ANY KIND.  WEALTH BUILDING CORNERSTONES, LLC EXPRESSLY DISCLAIMS ALL OTHER WARRANTIES, EXPRESS AND 
IMPLIED.  YOU ACKNOWLEDGE AND AGREE THAT YOUR USE OF THIS PRESENTATION IS AT YOUR OWN RISK.

This material is designed to provide accurate and authoritative information with regard to the subject matter covered and is not rendering 
legal, accounting or tax advice. For answers to specific questions and before making any decisions, please consult with a qualified tax 
attorney or advisor who specializes in those areas.

Copyright 2021 Wealth Building Cornerstones, LLC. This binder/document contains confidential and proprietary information of Wealth 
Building Cornerstones, LLC. No part of this document or visual may be reproduced, abstracted, excerpted, transmitted in any form, by any 
means, electronic, mechanical or photographic, or stored in information systems, except as set forth in writing under a license from Wealth 
Building Cornerstones, LLC. Any other use is prohibited. Wealth Building Cornerstones, LLC products and services, and the information and 
materials contained therein or offered therewith, are protected by copyright and intellectual property laws.
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Saving for Retirement Income

1) How much to save? (Volume of Annual Savings)

2) Where to put it? (Allocation of Savings for Efficiency)

We all generally have one 30‐40 year pre‐retirement cycle to save for our retirement 
income. The two questions pre‐retirees have are: 1) How much to save? And 2) Where to 
put it?. The first question pertains to the volume of annual savings you would do, and the 
second pertains to the allocation of that savings to an efficient retirement income strategy 
for the creation of your retirement income in the future. To help answer these questions 
we have to start with understanding what the objective is…

2

For Training



Copyright © 2021, Wealth Building Cornerstones, LLC; Two Economic Powers® is a registered trademark of Wealth Building Cornerstones, LLC

Building Just Investments
(Accumulation Only)

Building Retirement Income
(Accumulation and Distribution Together)

VS.

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 the different retirement income strategies available to use defines how to pack your bag (where 
to put your savings) in Pre‐Retirement. Begin with the purpose 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?

Many people are building just investments and focusing just on accumulation versus building retirement 
income for the future and taking into account both accumulation and distribution together.

Think of it like climbing a mountain. Getting up the mountain is our pre‐retirement accumulation phase and 
getting down the mountain is our retirement distribution phase. But these two phases are connected and are 
one continuous journey. When it’s time to turn on your retirement income, you don’t have the luxury of 
calling in a helicopter at the top of the mountain if you didn’t pack enough of the right supplies to make it 
back down safely. 

There are two rates that make up everyone’s retirement income and both are equally important. The 
accumulation rate, which is how fast you accumulate money going up the mountain, and then the 
distribution rate which is how fast you can distribute money from the assets you’ve built without running out 
on the way down the mountain. 

Understanding the different retirement income strategies available to use defines how to pack your bag 
(where to put your savings) in Pre‐Retirement. It’s a begin with the “purpose in mind” approach.

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?

Let’s take a look at the different retirement income strategies available to utilize.
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Retirement Income Strategies Efficiency

1
Two Economic Powers® Approach:

‐ Covered Assets Option (Guaranteed*)
‐ Volatility Buffer Option (Non‐Guaranteed)

2 Joint Single Premium Immediate Annuity (Guaranteed*)

3 Growth Annuity with Income Rider (Guaranteed*)

4
One Economic PowerTM Approach:
Investments Only using Withdrawal Rate Simulations (Non‐Guaranteed)

Retirement Income Strategy Hierarchy
(Highest to Lowest Efficiency)

This chart is meant to show the concept of efficiency for different retirement income strategies. Efficiencies will vary over time and past performance is not indicative of future results. *These strategies should not be 
considered to provide any income, money, or benefits that are at this time guaranteed. Guarantees occur at the time a product is purchased that provides those guarantees, and at that time the guarantees are 
based on the claims‐paying ability of the issuing company.

The 4 main retirement income strategies can generally be ranked from highest to lowest 

efficiency. Having an efficient retirement income strategy can possibly create more 

retirement income down the road for the savings you did along the way.  First we have 1) 

The Two Economic Powers® Approach that includes the Covered Assets and Volatility Buffer 

options, 2) A Joint Single Premium Immediate Annuity, 3) A growth annuity with an income 

rider, and 4) The One Economic PowerTM Approach of investments only using Withdrawal 

Rate Simulations for retirement income. 
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Retirement Income Strategies Efficiency

1
Two Economic Powers® Approach:

‐ Covered Assets Option (Guaranteed*)
‐ Volatility Buffer Option (Non‐Guaranteed)

2 Joint Single Premium Immediate Annuity (Guaranteed*)

3 Growth Annuity with Income Rider (Guaranteed*)

4
One Economic PowerTM Approach:
Investments Only using Withdrawal Rate Simulations (Non‐Guaranteed)

Retirement Income Strategy Hierarchy
(Highest to Lowest Efficiency)

This chart is meant to show the concept of efficiency for different retirement income strategies. Efficiencies will vary over time and past performance is not indicative of future results. *These strategies should not be 
considered to provide any income, money, or benefits that are at this time guaranteed. Guarantees occur at the time a product is purchased that provides those guarantees, and at that time the guarantees are 
based on the claims‐paying ability of the issuing company.

This bottom strategy is the default for many people. Let’s go through how this strategy 

conceptually works and then we will contrast that to the top line strategy of the Two 

Economic Powers® Approach options.
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Using the accumulation power of investments 
only to try to distribute retirement income.

Problem: How retirement assets react to 
fluctuating returns when money is being 
withdrawn for income. 

Let’s look at an example.

One Economic PowerTM Approach – Investments Only 
(Default Path)

The One Economic PowerTM Approach attempts to use the accumulation power of 
investments to try to distribute retirement income. This approach encounters the problem 
of how retirement assets react to fluctuating returns when money is being withdrawn for 
income. Let’s look at an example.
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Constant vs. Fluctuating Returns

Retirement Year Annual Return Annual Income Account Value
1 14.84% -$100,000 $1,033,290
2 14.84% -$100,000 $1,072,100
3 14.84% -$100,000 $1,116,360
4 14.84% -$100,000 $1,167,188
5 14.84% -$100,000 $1,225,558
6 14.84% -$100,000 $1,292,591
7 14.84% -$100,000 $1,369,572
8 14.84% -$100,000 $1,457,976
9 14.84% -$100,000 $1,559,500
10 14.84% -$100,000 $1,676,090
11 14.84% -$100,000 $1,809,982
12 14.84% -$100,000 $1,963,743
13 14.84% -$100,000 $2,140,322
14 14.84% -$100,000 $2,343,106
15 14.84% -$100,000 $2,575,983
20 14.84% -$100,000 $4,373,434
25 14.84% -$100,000 $7,963,668
30 14.84% -$100,000 $15,134,818

Beginning retirement asset value = $1,000,000 10% of Beginning Value = ($100,000)

Number of years = 30 Average return = 14.84%

$0

$5,000,000

$10,000,000
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Constant Returns

Years

Historical Data Source: S&P 500 
Total Return 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 series from its 
point of origin, potentially even 
before said index was in 
existence. Hypothetical illustration 
may not be used to predict or 
project investment results. Past 
performance is no guarantee of 
future results. 

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 10% they are pulling out 
which in this case is 14.84%. And if they earn this 14.84% constantly every single year, you 
can see their account grows even as they pull income out, to the point where it’s close to 
fifteen million dollars thirty years into retirement. But, are we going to be able to earn that 
average return 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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Constant vs. Fluctuating Returns

Year Annual Return Year Annual Return
1970 3.99% 1985 31.65%
1971 14.33% 1986 18.60%
1972 18.94% 1987 5.17%
1973 -14.79% 1988 16.61%
1974 -26.54% 1989 31.69%
1975 37.25% 1990 -3.10%
1976 23.67% 1991 30.47%
1977 -7.39% 1992 7.62%
1978 6.44% 1993 10.08%
1979 18.35% 1994 1.32%
1980 32.27% 1995 37.58%
1981 -5.05% 1996 22.96%
1982 21.48% 1997 33.36%
1983 22.50% 1998 28.58%
1984 6.15% 1999 21.04%

Range of years = 1970-1999 Average return = 14.84%

History of the S&P 500

Historical Data Source: S&P 500 
Total Return 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 series from its 
point of origin, potentially even 
before said index was in 
existence. Hypothetical illustration 
may not be used to predict or 
project investment results. Past 
performance is no guarantee of 
future results. 

It comes from the history of the market, and in this case the history of S&P 500 hundred 
from 1970 through 1999. So we see each year, all the annual positive and negative returns 
during that thirty year period. We add them all up and divide by thirty and we get the 
average return of 14.84%. So what we are going to do now is take the fluctuating positive 
and negative annual returns 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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Constant vs. Fluctuating Returns

Retirement Year Annual Return Annual Income Account Value
1 3.99% -$100,000 $935,910
2 14.33% -$100,000 $955,696
3 18.94% -$100,000 $1,017,765
4 -14.79% -$100,000 $782,027
5 -26.54% -$100,000 $501,017
6 37.25% -$100,000 $550,396
7 23.67% -$100,000 $557,005
8 -7.39% -$100,000 $423,232
9 6.44% -$100,000 $344,048
10 18.35% -$100,000 $288,831
11 32.27% -$100,000 $249,767
12 -5.05% -$100,000 $142,204
13 21.48% -$100,000 $51,269
14 22.50% -$51,269 $0
15 6.15% $0 $0

Beginning retirement asset value = $1,000,000 10% of Beginning Value = ($100,000)

Number of years = 30 Average return = 14.84%

Fluctuating Returns

Years

Historical Data Source: S&P 500 
Total Return 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 series from its 
point of origin, potentially even 
before said index was in 
existence. Hypothetical illustration 
may not be used to predict or 
project investment results. Past 
performance is no guarantee of 
future results. 

When we put the annual fluctuating returns into our table, we still have the same average 
return 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 the next year. For example, a great return year 
is this 37.25% in year six, but the issue is that you’re not earning this on the million dollars 
you started with, you’re earning that on the account value of the year prior, which is 
substantially less, and you still have to pull your retirement income that year. 

We’ve used this one 30 year time frame as a simple example to demonstrate the difference 
between constant and fluctuating returns during distribution, but it’s not conclusive by 
itself. The question is, 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 when we can’t predict the future returns we will receive? The 
industry has attempted to solve this problem for this type of strategy using what are called 
“withdrawal rate simulations”. 
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An Attempted Solution for Pulling Income 
from Your Investments in Retirement

WITHDRAWAL RATE SIMULATIONS:

A software program (i.e. Monte Carlo simulations) that uses rates 
of return for all types of vehicles over the last 100 years or so 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 15, 20, 
25, 30 and 35 year rolling time periods taking into account all 
types of market conditions and interest rate environments. 

The results of these simulations are very much 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.

Ask client(s) to read this slide to themselves and let them know when you are done. Just say 
“Instead of me reciting this page to you would you mind reading this page to yourselves and 
just letting me know when you are done?”)

What are withdrawal rate simulations? It’s a software program (i.e. Monte Carlo 
simulations) that uses rates of return for all types of vehicles over the last 100 years or so 
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 15, 20, 25, 30 and 35 year rolling 
time periods taking into account all types of market conditions and interest rate 
environments. 

The results of these simulations are very much 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 retirement income withdrawal rates

One Economic PowerTM Approach – Investments Only 
(Default Path)
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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 Cornerstones, LLC regarding the likelihood of various 
investment outcomes are hypothetical in nature and may not be used to predict or project investment results. This is for illustrative purposes only and not indicative of any investment. An investment cannot 
be made directly in an index. Past performance is no guarantee of future results. These simulations have been run by Dr. Wade Pfau of the American College using a 50/50 portfolio of S&P 500 Total Return 
Index (w/GFD Extension)/10‐Year U.S. Government Bond Total Return respectively from 1927‐2020; and assume 1.59% total annual portfolio expenses. Each annual withdrawal is adjusted by an inflation rate of 
3%. Historical Data Source: Global Financial Data, Inc., All Rights Reserved, Used With Permission. GFD Extension denotes the extension of data back through time for a data series from its point of origin, 
potentially even before said index was in existence.

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 someone chose off the beginning asset base. It is important to understand that these 
are withdrawal rates on the right side 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 returns we 
will earn on our money into the future. As an example, let’s say you chose an 8% 
withdrawal rate, which would be $80,000/yr from a starting asset value of $1,000,000. This 
would put us on the orange line on the bottom. What this is saying is 25 years into 
retirement, historically I’ve had about a 10% chance of not running out of money and 
around a 90% 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 generally settled on somewhere between a 2.5%‐4.5% 
withdrawal rate as being a quote “safe withdrawal rate” depending on the chance of failure 
you are willing to accept. So, that would be $25,000‐$45,000/yr of retirement income per 
$1,000,000 that you would have accumulated by retirement age. But at a 4% withdrawal 
rate, you would have to be willing to accept around a 30% chance of running out of money 
long term with this strategy.
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Retirement Income Strategies Efficiency

1
Two Economic Powers® Approach:

‐ Covered Assets Option (Guaranteed*)
‐ Volatility Buffer Option (Non‐Guaranteed)

2 Joint Single Premium Immediate Annuity (Guaranteed*)

3 Growth Annuity with Income Rider (Guaranteed*)

4
One Economic PowerTM Approach:
Investments Only using Withdrawal Rate Simulations (Non‐Guaranteed)

Retirement Income Strategy Hierarchy
(Highest to Lowest Efficiency)

This chart is meant to show the concept of efficiency for different retirement income strategies. Efficiencies will vary over time and past performance is not indicative of future results. *These strategies should not be 
considered to provide any income, money, or benefits that are at this time guaranteed. Guarantees occur at the time a product is purchased that provides those guarantees, and at that time the guarantees are 
based on the claims‐paying ability of the issuing company.

So, now that we’ve defined the bottom strategy, let’s move up to the top line, and first 
understand why the efficiency level goes up. 
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1. Accumulation Power 
(Fluctuating Interest Rates/Rates of Return – Investment Based)

2. Distribution Power 
(Actuarial Science/Law of Large Numbers – Insurance Based)

Many people used to get both powers incorporated into their retirement income plan 
automatically through Defined Benefit Pension Plans. Around the 1980’s Defined 
Contribution Plans (401k, 403b, etc.) started becoming more popular. Now many 
people are just getting the accumulation power by itself through these types of 
plans and need to balance the distribution power back into their retirement income 
building for efficiency.

Two Economic Powers® Approach

The efficiency level goes up because you are building both the accumulation power and 
distribution power of the financial industry together in balance for the building of 
retirement income. The Accumulation Power is driven by short term fluctuating interest 
rates and is generally provided by investment‐based vehicles. The Distribution Power is 
driven by actuarial science and the law of large numbers, and is generally provided by 
insurance‐based vehicles. One power is generally not good at doing the other power’s job.

Prior to the 1980’s these powers were by default built together and balanced automatically 
to create people’s retirement income through defined benefit pension plans offered by 
employers. In the 1980’s defined contribution plans (like 401ks, 403bs, etc.) started 
becoming more popular which is what many people now have today. These types of plans 
are generally accumulation power focused and don’t automatically incorporate the 
distribution power for the creation of retirement income. 

Since we are no longer getting the distribution power by default we need to reincorporate 
it into our retirement income building for efficiency. 
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Where To Put It?
(The “Two Economic Powers® Balance”)

$$$
Annual Savings

Accumulation Power
(Investment

Based Vehicles)

Distribution Power
(Insurance

Based Vehicles)

Efficient 
Balance

$$$
Annual Savings

Accumulation Power Distribution Power

Inefficient 
Balance

$$$
Annual Savings

Accumulation Power Distribution Power

Inefficient 
Balance

To build efficiency we want to place the savings we are doing during pre‐retirement in a 
way that gives us a balance between the two powers by retirement age so we can 
potentially get more retirement income for the savings we did along the way. From an 
efficiency perspective you don’t want to have too much of either power. These powers 
were always meant to work together in proper balance and not be fighting each other or 
doing each other’s job. It is not an “either or” situation with these powers… It’s an “And” 
situation in balance for retirement income building efficiency.
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Emergencies, 
opportunities, 
security, etc.

Work towards building proper balance/relationship 
to maximize retirement income.

Long Term Short Term 

Annual Savings

Liquid Assets
Accumulation Power
Investment Assets

Distribution Power 
Life Insurance

- Checking Accounts
- Savings Accounts
- Money Markets

- 401(k)/IRAs/403(b)
- Growth Securities/

Stocks/Bonds
- CD’s
- Real Estate
- Businesses, Etc.

- Whole Life Insurance
- Universal Life Insurance

Actuarial Science Attributes 
Include:
Death Benefit and Cash Values

Two Economic Powers® Approach

The way we can build these two powers together is shown in the long term area. The 
accumulation power of short term fluctuating interest rates can be built over time using the 
different investment assets listed there such as 401(k)s, growth securities, stocks, bonds, 
real estate, businesses, etc. The distribution power of Actuarial Science can be built using 
Life Insurance, as the power of actuarial science is built into the permanent death benefit 
and cash values. 
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Retirement Income Strategies Efficiency

1
Two Economic Powers® Approach:

‐ Covered Assets Option (Guaranteed*)
‐ Volatility Buffer Option (Non‐Guaranteed)

2 Joint Single Premium Immediate Annuity (Guaranteed*)

3 Growth Annuity with Income Rider (Guaranteed*)

4
One Economic PowerTM Approach:
Investments Only using Withdrawal Rate Simulations (Non‐Guaranteed)

Retirement Income Strategy Hierarchy
(Highest to Lowest Efficiency)

This chart is meant to show the concept of efficiency for different retirement income strategies. Efficiencies will vary over time and past performance is not indicative of future results. *These strategies should not be 
considered to provide any income, money, or benefits that are at this time guaranteed. Guarantees occur at the time a product is purchased that provides those guarantees, and at that time the guarantees are 
based on the claims‐paying ability of the issuing company.

Let’s go through the Two Economic Powers® Approach strategy options starting with how 
the Covered Assets Option conceptually works.
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One Economic PowerTM Strategy: 
Investments Only

Two Economic Powers® Strategy: 
Covered Assets Option

Accumulation Power
Investment Assets – i.e. 401(k)

2.5-4.5% Investment 
Asset Withdrawal 
Rate Simulations

$25,000 - $45,000/yr
Non-Guaranteed (retirement income)

Accumulation Power
Investment Assets – i.e. 401(k)

Distribution Power
Permanent Life Insurance

6-13% Income
Annuity

$45,000 - $97,500/yr
Guaranteed (retirement income)*

$0 
(Income stops at death)

$45,000 - $97,500/yr
Guaranteed

(spousal perpetuation 
of retirement income)*

6-13% Income
Annuity

Note: Income Annuity rate ranges are approximate based on historical information. Data Source: 
www.annuityshopper.com. Rates being offered by companies will vary over time as the economic environment changes.
*This strategy should not be considered to provide any income, money, or benefits that are at this time guaranteed. 
Guarantees occur at the time a product is purchased that provides those guarantees, and at that time the guarantees are 
based on the claims paying ability of the issuing company. Guarantees do not apply to investment performance or 
account values. Past performance is no guarantee of future results.

$1,000,000$1,000,000 $750,000$750,000

$750,000$750,000

$750,000
DEATH BENEFIT

$250,000
CASH VALUE

Note: Investment Asset Withdrawal rates are approximate, non‐guaranteed, and will vary 
over time as the economic environment changes. Past performance is no guarantee of 
future results.

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 using the One Economic PowerTM approach of withdrawal 
rate simulations for creating retirement income. 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 2.5‐4.5%, 
that’s $25,000‐$45,000/yr 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 
permanent 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 life insurance death benefit with two hundred and fifty thousand dollars of 
cash value. So now what we get to see is the interaction between the permanent death benefit of 
the life insurance policy and how we could 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 at the time of retirement in exchange for a guaranteed income stream for life, 
which for a sixty five year old male has ranged between approximately 6‐13% as an income annuity 
rate over the past few decades depending on the economic environment on the day of retirement. 
Once that rate is set, it doesn’t fluctuate. In this case we have seven hundred and fifty thousand 
being traded for a guaranteed income of $45,000‐$97,500/yr 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 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 a similar 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 $45,000‐$97,500/yr of guaranteed retirement income versus $25,000‐
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$45,000/yr not guaranteed.
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Retirement Income Strategies Efficiency

1
Two Economic Powers® Approach:

‐ Covered Assets Option (Guaranteed*)
‐ Volatility Buffer Option (Non‐Guaranteed)

2 Joint Single Premium Immediate Annuity (Guaranteed*)

3 Growth Annuity with Income Rider (Guaranteed*)

4
One Economic PowerTM Approach:
Investments Only using Withdrawal Rate Simulations (Non‐Guaranteed)

Retirement Income Strategy Hierarchy
(Highest to Lowest Efficiency)

This chart is meant to show the concept of efficiency for different retirement income strategies. Efficiencies will vary over time and past performance is not indicative of future results. *These strategies should not be 
considered to provide any income, money, or benefits that are at this time guaranteed. Guarantees occur at the time a product is purchased that provides those guarantees, and at that time the guarantees are 
based on the claims‐paying ability of the issuing company.

Now let’s go through how the Volatility Buffer Option of the Two Economic Powers® 
Approach conceptually works.
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Yr
1 $71,125
2 $71,125
3 $71,125
4 $71,125
5 $71,125
6 $71,125
7 $71,125
8 $71,125
9 $71,125
10 $71,125
11 $71,125
Etc.

Volatility Buffer 
From Cash Value

$1,000,000$1,000,000 $750,000$750,000 $750,000
DEATH BENEFIT

$250,000
CASH VALUE

2.5% - 4.5% Invested 
Asset Withdrawal
Rate Simulations

$25,000 - $45,000/yr
Non-Guaranteed (retirement income)

6-12% Invested Asset
Volatility Buffer 

Withdrawal Rate 
Simulations

$45,000 - $90,000/yr
Non-Guaranteed (retirement income)

Accumulation Power
Investment Assets – i.e. 401(k)

Accumulation Power
Investment Assets – i.e. 401(k)

Distribution Power
Permanent Life Insurance

One Economic PowerTM Strategy: 
Investments Only

Two Economic Powers® Strategy: 
Volatility Buffer Option

Note: Investment Asset Withdrawal rates are approximate, non‐guaranteed, and will vary 
over time as the economic environment changes. Past performance is no guarantee of 
future results.

Note: Hypothetical illustration may not be used to predict or project investment results. Past performance is no 
guarantee of future results. Surrenders of paid up additions and outstanding policy loans will reduce your cash 
surrender value and death benefit of your life insurance policy(ies). 

Again, on the left side we have the One Economic PowerTM Approach which provides the $25,000‐$45,000/yr of non‐guaranteed 
retirement income. On the right side we now have the Volatility Buffer Option of the Two Economic Powers® Strategy. It’s the same set 
up but now instead of using the death benefit in conjunction with our other investment assets we are going to use the life insurance 
cash values as a Volatility Buffer. The life insurance cash values are driven by actuarial science and aren’t as significantly affected by the 
short term interest rate swings and market fluctuations of our other investment assets.  

So, in this option we aren’t going to trade the investment assets for guaranteed annuity income like we did in the Covered Assets option. 
Instead, we are going to keep the Investment Assets invested in whatever fluctuating return investment we want at the time. We are 
going to pull a higher income rate from the invested assets 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 life insurance cash values as a volatility buffer. 
In this example it shows a general income rate range of 6‐12% that is non‐guaranteed.

As we pull income annually from the invested assets we will look to see how the income withdrawal and account earnings for that year 
affected the end of year account balance. And for any year where the ending account balance is less than the beginning of retirement 
account balance we would make the conscious choice not to pull our income the next year from that invested account.. and instead, we 
would pull our income from the cash values of the life insurance for the next year. This gives the invested assets a break from 
withdrawals and a chance to recover with the next year’s returns. We call this “preserving your workers”. 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 showed 3 volatility buffer years based on what was available in the 
cash values. Let’s see how the Volatility Buffer strategy looks when included in withdrawal rate simulations.
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Probabilities of not running out of money
Various retirement income withdrawal rates

One Economic PowerTM Approach – Investments Only 
(Default Path)
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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 Cornerstones, LLC regarding the likelihood of various 
investment outcomes are hypothetical in nature and may not be used to predict or project investment results. This is for illustrative purposes only and not indicative of any investment. An investment cannot 
be made directly in an index. Past performance is no guarantee of future results. These simulations have been run by Dr. Wade Pfau of the American College using a 50/50 portfolio of S&P 500 Total Return 
Index (w/GFD Extension)/10‐Year U.S. Government Bond Total Return respectively from 1927‐2020; and assume 1.59% total annual portfolio expenses. Each annual withdrawal is adjusted by an inflation rate of 
3%. Historical Data Source: Global Financial Data, Inc., All Rights Reserved, Used With Permission. GFD Extension denotes the extension of data back through time for a data series from its point of origin, 
potentially even before said index was in existence.

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 slide we will incorporate the Volatility 
Buffer strategy with years of buffer. 
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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 Cornerstones, LLC regarding the likelihood of various investment 
outcomes are hypothetical in nature and may not be used to predict or project investment results. This is for illustrative purposes only and not indicative of any investment. An investment cannot be made directly 
in an index. Past performance is no guarantee of future results. These simulations have been run by Dr. Wade Pfau of the American College using the S&P 500 Total Return Index (w/GFD Extension) from 1927‐
2020; and assume 1.59% total annual portfolio expenses. Annual withdrawals are level. Historical Data Source: Global Financial Data, Inc., All Rights Reserved, Used With Permission. A Year of Volatility Buffer is a 
year of non‐withdrawal from the investment account. In the simulations a Year of Volatility Buffer occurs for the number of years specified after years in which the portfolio balance is less than the original 
beginning balance. GFD Extension denotes the extension of data back through time for a data series from its point of origin, potentially even before said index was in existence.

Two Economic Powers® Approach –
Volatility Buffer Withdrawal Rate Simulations

Probabilities of not running out of money
Various retirement income withdrawal rates – 3 Years of Volatility Buffer

This is the withdrawal rate simulation chart for the Volatility Buffer strategy with 3 years of 
buffer included. 
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Emergencies, 
opportunities, 
security, etc.

Work towards building proper balance/relationship 
to maximize retirement income.

Long Term Short Term 

Annual Savings

Liquid Assets
Accumulation Power
Investment Assets

Distribution Power 
Life Insurance

- Checking Accounts
- Savings Accounts
- Money Markets

- 401(k)/IRAs/403(b)
- Growth Securities/

Stocks/Bonds
- CD’s
- Real Estate
- Businesses, Etc.

- Whole Life Insurance
- Universal Life Insurance

Actuarial Science Attributes 
Include:
Death Benefit and Cash Values

Two Economic Powers® Approach

So, as we build our retirement income we want to work towards balancing the powers of 
Accumulation and Distribution to maximize efficiency.
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Retirement Income Strategies Efficiency

1
Two Economic Powers® Approach:

‐ Covered Assets Option (Guaranteed*)
‐ Volatility Buffer Option (Non‐Guaranteed)

2 Joint Single Premium Immediate Annuity (Guaranteed*)

3 Growth Annuity with Income Rider (Guaranteed*)

4
One Economic PowerTM Approach:
Investments Only using Withdrawal Rate Simulations (Non‐Guaranteed)

Retirement Income Strategy Hierarchy
(Highest to Lowest Efficiency)

This chart is meant to show the concept of efficiency for different retirement income strategies. Efficiencies will vary over time and past performance is not indicative of future results. *These strategies should not be 
considered to provide any income, money, or benefits that are at this time guaranteed. Guarantees occur at the time a product is purchased that provides those guarantees, and at that time the guarantees are 
based on the claims‐paying ability of the issuing company.

The next time we get together we can review retirement income calculation scenarios run 
with your own numbers comparing the outputs of the One Economic PowerTM Approach 
strategy to those of the Two Economic Powers® Approach strategy. This will help to give 
you frame of reference for answering the questions of 1) how much to save? And 2) Where 
to put it? for your own retirement income building.
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Retirement Income Strategy 
Comparison Summary Example

Past performance is no guarantee 
of future results. These 
calculations are intended for 
illustrative and hypothetical 
comparison purposes only. No 
specific investment is being 
considered and individual results 
will vary. These calculations may 
not be used to predict or project 
investment results. Calculations 
must be accompanied by or 
preceded by a full basic fixed rate 
permanent life insurance 
illustration. The assumed 
benefits and values are not 
guaranteed and the assumptions 
on which they are based are 
subject to change by the insurer. 
Actual results may be more or 
less favorable.

This is an example summary comparison for a couple that has approximately 32 years until their assumed retirement 
ages. The first thing we’ll do is set the Inflation Adjusted Retirement Income range you want to be shooting for taking into 
account applicable items such as social security, pensions, no more annual savings, no more mortgage payments, etc. 
Then we will run different calculation scenarios starting at your current age going to your assumed retirement age. What 
we’ll measure is the volume of annual savings along with the efficiency of placement between the two economic powers 
in each scenario. The calculations then give you a hypothetical comparison of the outputs for the One Economic PowerTM

Strategy versus the Two Economic Powers® Strategy. This will start to give you frame of reference for answering the two 
questions of how much to save and where to put so you can make a smooth transition from your pre‐retirement lifestyle 
to your retirement lifestyle later on. And then we will work with you to implement the scenario you would like to start 
with for your own retirement income building.

Optional Underwriting Discussion: To be able to run these calculations though we need to know what you might qualify for 
with regard to the Life Insurance, because you can’t just get life Insurance, you have to be underwritten for it by an 
insurance company. The underwriting process usually takes a few 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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