
 

 

August 2024 

 

 “Insurance Solutions: Using life insurance as a 

source of supplemental retirement income” 

Video Transcript  

 

Investment and Insurance Products are: 

 • Not Insured by the FDIC or Any Federal Government Agency 

 • Not a Deposit or Other Obligation of, or Guaranteed by, the Bank or Any Bank Affiliate 

 • Subject to Investment Risks, Including Possible Loss of the Principal Amount Invested  

 

Many high-income earners contribute the maximum to their employer provided retirement plan 

every year yet are still not confident they will have the retirement income to maintain their 

desired standard of living.  They may also be concerned that their retirement income will keep 

them in the top tax bracket.  A strategy incorporating life insurance could be the answer.   

Though best known for helping meet death protection needs, due to its unique tax treatment, 

life insurance can also provide an additional way to save for retirement, through tax-deferred 

growth of its cash value. 

Here are three scenarios to help demonstrate how it could work.  For this example, let’s assume 

the goal is $250,000 in yearly income in retirement. 

In scenario one, after maximizing contributions to your 401k and taking advantage of your 

employer’s match—you could potentially take all your retirement income from tax-deferred 

assets.  But assuming you will be in the 24% marginal tax bracket—you will need to withdrawal 

significantly more to net $250,000 in income. 

In scenario two, you could take less from tax-deferred assets to lower your marginal tax rate to 

22%.  And then draw from taxable accounts (assuming a 15% capital gains tax rate) to make up 

the rest of the needed income—lowering your overall tax liability. 



In scenario three, adding withdrawals from tax-advantaged accounts can help further manage 

your tax liability in retirement.  A Roth IRA can provide a tax-advantaged source of retirement 

income, but because of income restrictions, you may be limited in what you can contribute.  Life 

insurance is another option, especially if you are not planning to retire for ten or more years and 

need death benefit protection. 

Here’s how it works: 

You fully fund the policy with your premiums. 

Over time, your cash value accumulates tax-deferred.   

 Once you reach retirement you can access the cash value through loans and withdrawals 

(typically income-tax-free) to supplement retirement income when you need it. 

And, at your death, the remaining life insurance death benefit net of loans and withdrawals will 

be paid, typically income-tax-free, to your beneficiaries. 

Using life insurance to supplement your retirement income you could potentially pay less in 

taxes versus the other two scenarios—helping you keep more of what you save. 

To learn more about how this strategy might fit into your protection and retirement income 

plans talk to your financial advisor. 

[Image on screen: For more information contact your financial advisor]  

Guarantees are based on the claims-paying ability of the issuing insurance company. 

Insurance products are offered through non-bank insurance agency affiliates of Wells Fargo & Company and are underwritten by 

unaffiliated insurance companies. 

Wells Fargo Advisors does not provide tax advice. Whether any planned tax result is realized by you depends on the specific facts of your 

situation at the time your taxes are prepared. 

Death benefits generally are not subject to income taxes but may be subject to income taxes in certain cases. Policy owners should 

consult with legal counsel prior to assigning the ownership rights in life insurance policies.  

Wells Fargo Advisors is a trade name used by Wells Fargo Clearing Services, LLC and Wells Fargo Advisors Financial Network, LLC, 

Members SIPC, separate registered broker-dealers and non-bank affiliates of Wells Fargo & Company. 
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