
Smooth Sailing through market 
fluctuations in retirement

Using life insurance for potential income when your investments perform poorly

Meet Tom  
Age 65 and ready to retire

Assets:
• Has $1,000,000 in savings
• Needs $100,000/year to live  

comfortably in retirement:
 – $20,000 will come from Social Security
 – $10,000 will come from a pension
 – $70,000 will need to come from his savings

• Owns a permanent life insurance policy that he 
purchased more than 20 years ago to protect his 
family during his working years. It has 
accumulated a considerable amount of cash value.

1 Tom takes income from his retirement savings 
each year, regardless of market volatility.

2 Tom uses our Smooth Sailing strategy; he 
takes income from his retirement savings 
during flat or up years in the market. In the 
years following a down market, Tom takes a 
withdrawal from his life insurance policy’s 
cash value, allowing his traditional retirement 
assets time to recover and avoid locking in 
the market losses.

A case study
Tom works with his financial professional to see how he 
can make the most of his retirement assets and help make 
sure he has the income he needs throughout his lifetime.

Smooth Sailing in retirement,  
despite market downturn
While market ups and downs are an inevitable part of investing for retirement, they can also hinder a 
comfortable retirement. In particular, experiencing a market downturn when you have just retired — and 
have the most money saved — can cause you to lock in large losses that can be hard to recover from. 
That is, unless you have another source of income in those down market years — like a permanent life 
insurance policy with cash value.

For both scenarios, they assume 1% inflation (so 
Tom’s income grows by 1% each year to compensate).  
They use S&P 500® Index returns from years 1973-1993, a 
classic down market sequence, to show what could 
happen if Tom starts out his retirement in a down market.
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Permanent life insurance provides 
Tom with these benefits:
• A life insurance benefit for his family during his 

working years.
• Income tax-free withdrawals or loans, if properly 

funded, to potentially supplement his other 
retirement income.

• Potential to leave a legacy for his family, since he 
won’t deplete his assets in retirement, if he uses 
the Smooth Sailing strategy.

Taking annual retirement withdrawals & selling in loss years Retirement using the Smooth Sailing approach

Past performance is not indicative of future results. Clients cannot invest directly in the S&P 500® Index.
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In both scenarios, the beginning 
balance is $1,000,000

With a Smooth Sailing strategy, 
Tom’s retirement fund at age 85 
is over $3,500,000

Without a Smooth Sailing strategy, 
his retirement fund is 56% less 
than his starting balance

Down markets

Tom’s account looks much stronger  
using the Smooth Sailing strategy:
The light blue bars below represent the 5 down market years during the 1970s and 1980s. These are the 
years that Tom would take a distribution from his life insurance policy instead of his retirement pool.



How life insurance benefits can help clients 
smooth the uncertain waters of retirement
By purchasing permanent cash value life insurance instead of term insurance, Tom provided 
for his family in multiple ways:

• He has the death benefit during his working years to protect his family.
• At retirement, he has a reasonable cash value that he can tap into, as needed.
• He has an asset with special tax treatment.
• By using the Smooth Sailing approach with life insurance, Tom can also potentially provide 

his family with a legacy by not depleting his assets in retirement.

Retirement account with 1% inflation

Age
Beginning of 
year balance

Annual 
withdrawal

Post-withdrawal 
balance

Hypothetical
S&P 500®

return

End of year
balance

65 $1,000,000 ($70,000) $930,000 -14.67% $793,569

66 $793,569 -$70,700 $722,869 -26.31% $532,682

67 $532,682 -$71,407 $461,275 37.14% $632,593

68 $632,593 -$72,121 $560,472 23.81% $693,920

69 $693,920 -$72,842 $621,078 -7.19% $576,422

70 $576,422 -$73,571 $502,852 6.52% $535,637

71 $535,637 -$74,306 $461,331 18.45% $546,447

72 $546,447 -$75,049 $471,397 32.45% $624,366

73 $624,366 -$75,800 $548,566 -4.88% $521,796

74 $521,796 -$76,558 $445,238 21.50% $540,964

75 $540,964 -$77,324 $463,640 22.46% $567,774

76 $567,774 -$78,097 $489,677 6.22% $520,135

77 $520,135 -$78,878 $441,257 31.64% $580,871

78 $580,871 -$79,667 $501,204 18.62% $594,528

79 $594,528 -$80,463 $514,065 5.18% $540,694

80 $540,694 -$81,268 $459,426 16.61% $535,737

81 $535,737 -$82,081 $453,656 31.69% $597,420

82 $597,420 -$82,901 $514,519 -3.10% $498,568

83 $498,568 -$83,730 $414,838 30.47% $541,239

84 $541,239 -$84,568 $456,672 7.62% $491,470

85 $491,470 -$85,413 $406,057 10.08% $446,987

Tom begins with 
$1,000,000 and he  
needs to withdraw 
$70,000 year in and  
year out, even in years 
following market losses.

By selling into market 
losses, Tom has 
exacerbated the losses. 
In just 20 years, and 
with just 1% inflation, 
Tom has eroded his 
portfolio 55.3% of the 
original nest egg.

How the numbers work
Here’s a year-by-year charting of how Tom’s $1,000,000 retirement nest egg might be 
eroded, or might be spared based on his electing to supplement his retirement savings 
with a cash value life insurance policy.

Past performance of the S&P 500® Index is no guarantee of future results. Clients cannot invest directly into the S&P 500® Index. The Wall Street Journal echoes 
these concerns. It’s what they call the Sequence of Returns — noting that market losses, particularly early in retirement, can erode the overall portfolio and affect 
long-term retirement funds.1



This is a supplemental illustration and must be read in conjunction with the basic illustration. The values represented here are for a BrightLife® Grow with 
level death benefit on a 45-year-old male preferred non-smoker at a 6% crediting rate and non-guaranteed charges. The values reflect the payment of 
$8,000 of annual premiums payable until age 65. If guaranteed rates and charges are used, the policy would fail in year 22. The values here are intended to 
offer a hypothetical representation based on illustrated rates when this marketing item went to print in March 2020. Actual results will vary based on the underwriting 
classification and crediting rate offered when an illustration is on a different date.

But what if Tom could turn off the withdrawals in down years, or in the years following down years? 
Then he wouldn’t be selling into those losses, but he will need an alternative source of funds for 
his living expenses. This is where a cash value life insurance policy can be important.

By turning off retirement 
withdrawals in years 
following negative market 
years, Tom’s portfolio has 
now increased from 
$1,000,000 to 
$3,578,616, or 258%.

It’s handled by withdrawals 
or loans from a moderately 
funded cash value life 
insurance policy that Tom 
started during his working 
years. Plus, because the 
cash values can come out 
of a policy income tax-free, 
Tom doesn’t need to take 
out as much income as he 
might from a taxable asset.

Retirement account Life insurance policy

Age
Beginning
of year
balance

Annual 
withdrawal

Post-withdrawal 
balance

Hypothetical 
S&P 500® 

return

End of year 
balance

Premiums
Death 
benefit

Withdrawal 
loan

End of year 
cash value

65 $1,000,000 $70,000 $930,000 -14.67% $793,591 $6,500 $500,000 $0 $192,833

66 $793,591 $0 $793,591 -26.31% $584,807 $0 $446,551 $50,904 $151,153

67 $584,807 $0 $584,807 37.14% $802,010 $0 $389,895 $51,413 $106,843

68 $802,010 $72,121 $729,889 23.81% $903,670 $0 $384,389 $0 $114,293

69 $903,670 $72,842 $830,827 -7.19% $771,118 $0 $378,609 $0 $122,140

70 $771,118 $0 $771,118 6.52% $821,406 $0 $316,920 $52,971 $74,805

71 $821,406 $74,306 $747,100 18.45% $884,925 $0 $307,766 $0 $80,670

72 $884,925 $75,049 $809,876 32.45% $1,072,648 $0 $305,699 $0 $86,860

73 $1,072,648 $75,800 $996,848 -4.88% $948,199 $0 $309,970 $0 $93,450

74 $948,199 $0 $948,199 21.50% $1,152,091 $0 $256,599 $55,122 $42,504

75 $1,152,091 $77,324 $1,074,767 22.46% $1,316,144 $0 $257,669 $0 $46,792

76 $1,316,144 $78,097 $1,238,047 6.22% $1,315,048 $0 $259,094 $0 $51,409

77 $1,315,048 $78,878 $1,236,170 31.64% $1,627,337 $0 $261,226 $0 $56,545

78 $1,627,337 $79,667 $1,547,671 18.62% $1,835,788 $0 $262,704 $0 $61,790

79 $1,835,788 $80,463 $1,755,325 5.18% $1,846,239 $0 $263,847 $0 $67,085

80 $1,846,239 $81,268 $1,764,971 16.61% $2,058,104 $0 $265,797 $0 $73,189

81 $2,058,104 $82,081 $1,976,023 31.69% $2,602,150 $0 $268,654 $0 $80,179

82 $2,602,150 $82,901 $2,519,249 -3.10% $2,441,045 $0 $272,039 $0 $88,145

83 $2,441,045 $0 $2,441,045 30.47% $3,184,730 $0 $212,331 $60,286 $33,208

84 $3,184,730 $84,568 $3,100,162 7.62% $3,336,374 $0 $213,047 $0 $38,814

85 $3,336,374 $85,413 $3,250,960 10.08% $3,578,616 $0 $213,404 $0 $44,687



Other things to consider

If you are able to actually achieve strong early year 
returns, you won’t have the same risk related to your 
retirement funds, but you will have a life insurance 
benefit and its cash values to enhance your overall 
financial goals. 

This strategy is intended to address the concerns you might see 
if you don’t receive strong returns early in retirement, as was the 
case in much of the 2000s.

There is usually a surrender charge that will vary by 
type of policy. 

These charges usually run 15 years or longer, and will affect the 
available amount you have to withdraw or borrow from your policy 
at any given time. There are also cost of insurance, front-end 
loads and other policy charges that will impact the cash value.

The strategy presented here is intended to reflect a 
broad concept and individual situations will vary.

In certain cases, you will not have complete flexibility with all 
assets. In many instances, IRA and qualified plan assets will 
require minimum distributions (RMDs) after age 70½. This will 
force assets out of retirement funds even in years following 
market losses. However, if you retire before age 70, these RMDs, 
won’t occur in the early years of retirement.

Some financial professionals might suggest buying 
term insurance and investing the difference.

However, this approach adds funds to the pool of traditional 
retirement assets that might otherwise face market drops the 
Smooth Sailing approach tries to mitigate.

How much life insurance you can actually purchase and 
the price you will pay will depend on medical and 
financial underwriting.

Your results will vary based on the underwriting offer.

To be effective, you will need a long-term buy-and-hold strategy with a cash value life insurance policy.



1 Kelly Greene, “How Much Stock to Own in Retirement?” The Wall Street Journal, 
February 3, 2014.

IMPORTANT NOTE: 
Under current federal tax rules, you generally may take federal income tax-free 
withdrawals up to your basis (total premiums paid) in the policy or loans from a life 
insurance policy that is not a Modified Endowment Contract (MEC). Certain exceptions 
may apply for partial withdrawals during the policy’s first 15 years. If the policy is a 
MEC, all distributions (withdrawals or loans) are taxed as ordinary income to the 
extent of gain in the policy, and may also be subject to an additional 10% premature 
distribution penalty prior to age 59½, unless certain exceptions are applicable. 
Loans and partial withdrawals will decrease the death benefit and cash value of 
your life insurance policy, and may be subject to policy limitations and income tax.  
In addition, loans and partial withdrawals may cause certain policy benefits or 
riders to become unavailable and may increase the chance your policy may lapse. 
If the policy lapses, is surrendered or becomes a MEC, the loan balance at such 
time would generally be viewed as distributed and taxable under the general rules 
for distribution of policy cash values.

S&P®, Standard & Poor’s®, S&P 500® and Standard & Poor’s 500® are trademarks 
of Standard & Poor’s and have been licensed for use by AXA Equitable Life Insurance 
Company. BrightLife® Grow is not sponsored, endorsed, sold or promoted by Standard  
& Poor’s, and Standard & Poor’s does not make any representation regarding the 
advisability of investing in the product. 

Equitable is the brand name of Equitable Holdings, Inc. and its family of companies, 
including AXA Equitable Life Insurance Company (NY, NY); MONY Life Insurance 

Company of America (AZ stock company, administrative office: Jersey City, NJ); AXA 
Advisors, LLC (member FINRA, SIPC); and AXA Distributors, LLC. This brand name 
change does not change the legal name of any of Equitable Holdings, Inc. companies. 
The obligations of AXA Equitable Life Insurance Company and MONY Life Insurance 
Company of America are backed solely by their claims-paying abilities. 

Life insurance products are issued by either AXA Equitable Life Insurance Company 
(AXA Equitable), New York, NY; or MONY Life Insurance Company of America (MLOA), 
an Arizona stock corporation with its main administrative office in Jersey City, NJ; 
and are co-distributed by affiliates AXA Network, LLC (AXA Network Insurance 
Agency of California in CA; AXA Network Insurance Agency of Utah in UT; AXA 
Network of Puerto Rico, Inc. in PR) and AXA Distributors, LLC.

Please be advised that this document is not intended as legal or tax advice. Accordingly, 
any tax information provided in this article is not intended or written to be used, and 
cannot be used, by any taxpayer for the purpose of avoiding penalties that may be 
imposed on the taxpayer. The tax information was written to support the promotion or 
marketing of the transaction(s) or matter(s) addressed, and you should seek advice based 
on your particular circumstances from an independent tax advisor. AXA Equitable, MLOA 
and AXA Network and AXA Distributors do not provide legal or tax advice. Diversification 
is a sophisticated method of investment management. It does not guarantee a profit or 
protect against loss.

All guarantees are based on the claims-paying ability of AXA Equitable.

Life Insurance Products: • Are Not a Deposit of Any Bank • Are Not FDIC Insured • Are Not Insured by Any Federal Government Agency  
• Are Not Guaranteed by Any Bank or Savings Association • May Go Down in Value

Count on us for strategies  
to fit your needs
Our permanent life insurance policies can help you protect your retirement income and your family 
throughout your life. Our life insurance products are designed to work with you and adjust as your 
needs change. Your financial professional can help you find the best fit for you, and can help you 
break down your decisions into small, manageable steps.

• Providing stability and reliability to our clients since 1859.*
• A portfolio of accumulation-focused life insurance products designed to provide death benefit 

protection with high potential cash value accumulation.
• Wide selection of riders to help further customize the design of your life insurance contract.
• All guarantees are based solely on the claims-paying ability of the issuing insurance company, 

either AXA Equitable Life Insurance Company or MONY Life Insurance Company of America.
* The 160-year history applies solely and exclusively to AXA Equitable Life Insurance Company.

© 2020 Equitable Holdings, Inc. All rights reserved. GE-2996633 (3/20) (Exp. 9/20)  |  G868368  |  Cat. #156457 (3/16)


