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LIFE INSURANCE: SPEND YOUR RETIREMENT 
SAVINGS AND STILL LEAVE A LEGACY, TAX-FREE

Retirement should be the most rewarding period of 

your life. After decades of hard work and saving, you 

deserve to relish your golden years.

But for many people, retirement becomes a source of 

anxiety, particularly in regards to money. A report by 

GOBankingRates found that 1 in 4 Americans’ most 

prevalent daily thought is money. Once you have saved 

enough and entered the distribution phase, those fears should, in theory, subside. However, 

the desire to leave a legacy for your spouse or heirs can lead to a muted or conservative 

retirement in which money is still a primary worry.

Did you know that with life insurance, you can spend your savings freely while still leaving 

money to your family? Read on to learn more.

The Case for Spending More During Retirement

According to financial research firm, Hearts & Wallets, 28% of people age 65 and older with 

at least $100,000 in savings withdrew less than 1% from their accounts. Money Magazine 

debunks the inclination to be “unnecessarily frugal” in an article titled, “Why You Should 

Spend More Money in Retirement.” The piece offers a couple of solid strategies to “relax 
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and enjoy” retirement, but leaves out a no-brainer option.

Supplementing with a Guaranteed Universal Life Policy

A universal life policy is a type of permanent life insurance, different from term life, 

which expires after a set number of years. It’s also slightly different from its permanent 

counterpart, whole life insurance, in that it’s more flexible. A guaranteed universal life policy 

has a fixed death benefit and level cost outlined to a specified age such as to age 90, 95, 

100, or 121.

Here are the benefits of guaranteed universal life insurance:

• Very reasonable in cost compared to other permanent life insurance.

• Works like term life, with fixed coverage up to a specified age (rather than a set number 

of years).

• Rates are fixed.

• Offers coverage up to age 121.

• Less volatile than non-guaranteed policies and less rigid than whole life insurance.

How does this factor into your retirement planning? With a guaranteed universal life policy, 

you can spend your retirement funds knowing that your life insurance will pay a death 

benefit to your spouse or family. This is a great way to lead a “bucket list” lifestyle, and 

make the most out of your retirement years. Take that trip to Rome, go on a Caribbean 

cruise, enjoy fancy restaurants—live your dreams!

 

 

Key Benefit: Tax-Free

Let’s say you instead decide to preserve and pass down your retirement funds. That would 
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mean that you worked your whole life, contributed to a retirement fund, and made the 

selfless decision to leave the money to your spouse or heirs…only for them to be taxed on 

it.

Instead, you could get a guaranteed universal life policy, in which the death benefit would 

become your legacy. The key difference? The death benefit is paid to your family tax-free. 

The government does not tax life insurance, largely because the policyholder had already 

paid the premiums with their taxable income. As you’re probably realizing, the difference 

between passing down a taxed and untaxed legacy can be massive.

Example

Here’s a hypothetical example to illustrate how life insurance works as a legacy.

Mike, age 63, is preparing to retire in 6 months. His biggest fear is that he won’t have 

enough money in retirement to sustain the lifestyle his family has established. He just 

finished paying for his oldest daughter’s wedding, and his youngest daughter just got 

engaged.

Just over 10 years ago, Mike’s 401(k) was prospering and life was great. But little did he 

know the 2008 recession would negate his early retirement plans and leave his financial 

future uncertain. Mike knows he needs to do something, but is not interested in an 

investment because he doesn’t want to risk losing what he has worked so hard for.

While researching his options, Mike came across the idea of getting a life insurance policy 

with a fixed death benefit and fixed premium. He spoke with a licensed agent, who helped 

him secure a guaranteed universal life policy with a fixed $300,000 death benefit up to age 

95, and a fixed premium of $374 per month.

Now, Mike is able to spend his retirement money guilt-free, the way it was intended, while 
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still leaving the tax-exempt death benefit for his wife and two daughters. He likes the idea 

of having a fixed bill every month and knowing that the stock market cannot deplete the 

money he intends to pass down.

Talk to An Independent Agent

A final word of advice: when you’re shopping for life insurance, you should work with an 

independent agent, rather than a captive agent at a big-name provider. Aside from being 

more specialized in life insurance, independent agents can shop multiple carriers, enabling 

them to get you better coverage at a better price.




