It's Back to the Basics


You wake up in a cold sweat.  You were dreaming about all the problems out there.  When it comes to income in retirement, you have a bunch of concerns.


Will my clients and I have to spend our childrens' inheritance?  Will there be any inheritance to spend?  Should there be any inheritance for our children or their children?  Will I live too long and run out of money?  Could we have to move in with the children, sponge off friends or go out under the viaduct?


In other words, is it too late to secure a retirement?


It's my view that it's never too soon to begin a core retirement income plan. We must get back to the basics.  The plan must have five conservative, fundamental features:

· It must be capable of delivering safe, secure and attainable rates of return - say, 5 per cent over a long period of time, and possibly 30 or 40 years in retirement.

· It must have tax advantages that can make a 4 or 5 per cent return seem like 7 or 8 per cent.

· It must be protected as much as possible from claimants, lawsuits - and even bankruptcy.

· It must be capable of delivering a guaranteed income in retirement that can't be outlived.

· The plan must be so compelling that you won't run in, take out the money, spend it prematurely or turn it over to the Bernie Madoffs of this world.

Where do you find this rewarding retirement income plan - money that earns safe, top rates of return, has tax advantages, is claimant protected and pays an income you can't outlive?

(Know that here we are considering merely a base income, one that could be $1,000 or $2,000 monthly beginning at age 60, 65 or 70.  Or it could be 30 to 40 per cent of final earnings before retirement.  Or, it could even be much, more - 50 to 100 per cent of these earnings.  It depends on the individual's facts and circumstances.  There may be room for market risk as well after the base is determined.)

Actually, a quality, conservative income in retirement consists of four savings vehicles -

1. Guaranteed life insurance cash values that offer tax deferred growth, may have creditor protection, and can pay a tax-free lifelong income;

2. Guaranteed annuity cash values that offer tax deferral, may have creditor protection, and can pay a tax-advantaged lifelong income;

3. IRAs/QPs - 401(ks) and pensions - that give tax deductions, tax deferral, have creditor protection, and (in the case of a Roth IRA) can pay a tax free income.

4. A personal residence which can give tax deductions, tax-free appreciation, creditor protection and provide an indirect source of guaranteed lifelong income.

It's that simple!  Mutual funds, treasuries, CDs, stocks - even gold and oil don't have this aggregate package of features - safe, secure returns, tax advantages, claimant protection and assurance of incomes you can't outlive.  You need to focus on life insurance, annuities, IRAs/QPs and a personal residence, instead, for your core retirement income plan.

Not everyone is a prospect for back-to the-basics retirement income planning (something that harkens to National Thrift Week which once was the model for our family financial planning needs).  But, they should be.  It is the proper way to a sense of security, sleep-filled nights and knowing that even if the worst happens, there will always be a base income that can't be outlived.

There is a little more.  Tell clients and prospects that their retirement income plan will include all the great ideas and tweaks that those in the know use.  Their core plan may seem stodgy.  But, it will explode around the edges. You'll make sure of that.  You'll help empower then to ask you all the intelligent questions that can be asked.

In other words, you are a key to people's lifelong financial security.  You'll always be there in the best and worst of times.  You are a commission-oriented sales person who will spend hours (when others keep a time diary in 10 minute segments), go the extra mile, and be in lock-step to assure that a core income plan won't fail.

Dick Duff, JD, CLU is a long-time internet columnist, and six-time MDRT Top-of-the-Table qualifier.  His cutting-edge planning ideas always involve life insurance, annuities and tax advantaged IRAs/QPs.  His goal is always to educate clients, prospects and advisors and make the financial planning process more friendly and workable.

(Essentially, this Back-to-the-Basics article is the Introduction to Dick's 260 page soon-to-be released consumer-friendly book, Retirement Breakthrough, Save and Secure Ways to Guaranteed Income That Can't Be Outlived.  This is Dick's 5th book - a three year effort - and full of up-to-date planning ideas that are easy to understand.  It is available____________________.)
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