
WHAT WOULDWHAT WOULD
THE ROCKEFELLERS DO? 

G A R R E T T  G U N D E R S O N 
M I C H A E L  I S O M

How the Wealthy Get and Stay That Way— 
and How You Can Too



CHAPTER 3

The Family Legacy 
Rings and the 

Rockefeller Method

R ockefeller-style planning works regardless of whether you leave $1 
million or $100 million behind. If you plan the right way, you can 

make your financial legacy last in perpetuity. You can pass on more than 
wealth to the next generation; You can leave them values, opportunities, 
and empowerment.  

The Rockefeller Method is at the center of what we call the “Family 
Legacy Rings,” which are:

1.	 Family Office

2.	 Family Retreat

3.	 Family Constitution
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Below we will detail the three Family Rings. For the purposes of this 
book, we will not cover the Implementation Enhancer, Human Capital 
Expander, and Interactive Wealth aspects of the Rockefeller Method. 

When you utilize this method, you stack the odds in your favor to cre-
ate a legacy that lasts.

THE FAMILY OFFICE
Steve Jobs, IBM, and many iconic companies attribute their 
exponential growth and success in business to A-teamers. In 
finance, the secret sauce is the same. The Rockefellers knew 
it (six generations strong), but the Vanderbilt family didn’t 
(three generations’ money gone). Protecting and perpetuat-

ing your wealth requires an integrated A-team.  
The Rockefellers had an office of financial professionals—attorneys, 



MICHAEL ISOM

Michael Explains How  
Clients Leverage Whole Life

One of the most common ways 
we and our clients leverage 
the living benefits of whole 
life insurance is to fund auto 
loans. In fact, as I write this, 
my son Kadin is doing it, as is 
my assistant, Lacey, and mul-
tiple clients.

Wendy and I started pay-
ing into an optimally funded 
whole life policy for Kadin 
when he was young. We’ve 
paid $350 per month into it for 
over twenty years now, and it 
currently has about $130,000 
in cash value. When Kadin 
bought his new car, he took 
out a $20,000 loan from his 
policy. The life insurance com-
pany loaned him $20,000 at 
5% interest and put a $20,000 
lien against his cash value. 

When looking to purchase a 
car, Kadin checked out inter-
est rates with various banks 

and credit unions and was 
quoted 7.5–8% interest on auto 
loans. Instead of getting a loan 
through them, he took out 
a loan from his policy, using 
his cash value as collateral. 
His cash in the policy contin-
ues to grow uninterrupted. 
He used the current auto loan 
rate at the local bank, 7.5%, to 
pay himself back. 5% interest 
went back to the life insurance 
company, but he kept the 2.5% 
spread. His policy continues to 
grow uninterrupted while he 
borrows the money.

The spread between his cash 
value loan interest rate and 
the bank auto loan interest 
rate is only 2.5%. However, 
this represents a 50% better 
return, comparatively!



This example could be used 
for any investment that yields 
a positive rate of return on a 
taxable basis. For example, 
one of my clients, Troy, does 
hard money loans. When I met 
Troy, he was taking cash from 
his regular bank account and 
lending it to others. For ease 
of calculation, I’m going to 
assume 10% earnings on his 
money. If Troy took $10,000 
cash from his regular bank 
account, loaned it to some-
one, and made a 10% return, 
that would be a $1,000 gain 
in a year. If he were in a 30% 
total tax bracket, he would pay 
$300 in tax, netting him $700. 

But what if Troy were to opti-
mally fund a whole life policy 

and use the cash value, instead 
of his personal bank account, 
to lend to borrowers? Let’s 
assume he does the same deal 
and borrows $10,000 against 
his cash value, lends it out, and 
makes a $1,000 profit in inter-
est. However, before he pays 
taxes on the $1,000, he writes 
off the $500 he pays the life 
insurance company to borrow 
the $10,000 through the pol-
icy loan. This leaves him with 
a net taxable gain of $500.

In his case, it was 5% to bor-
row the $10,000 from his pol-
icy; 5% on $10,000 is $500 in 
interest paid to the life insur-
ance company. A $1,000 gain 
minus the $500 paid to borrow 
the $10,000 is a net taxable 



gain of $500. The 30% tax on 
the $500 gain is $150, and 
$150 minus the $500 equals a 
net $350. 

But that’s not the end of the 
story. Because he uses his 
cash value as collateral for the 
loan, the life insurance com-
pany puts a lien against the 
cash value. The cash value 
grows tax-free by 4.5%—for a 
total of $450. 

A $350 net gain plus $450 is 
$800. This is opposed to the 
$700 net gain Troy would real-
ize if he used a regular bank 
account for this type of invest-
ment. While $700 to $800 is a 
$100 gain, it also represents a 
14.29% profit. 

Other clients have used this 
strategy for equipment loans 
and leases, and to inject 
cash surpluses into their 
businesses. 

To dive deeper into the num-
bers, visit rockefellersbook.
com/auto. There, we compare 
three different ways to buy a 
car: on credit, with cash, and 
using cash value loans. We 
assume that you buy a new 
car every five years and do 
the math over a twenty-year 
period. 

If your policy is designed well, 
optimally funded, and has built 
up enough cash value, you can 
take out a loan for 90% or more 
against the cash value within 
the first year. Notice that I said 



“against,” not “from.” When 
you take out a loan from your 
whole life insurance, you are 
not borrowing from your pol-
icy, but against it. Therefore, 
your policy continues to grow 
as if you hadn’t taken out a 
loan at all; you do not actually 
take any cash out of the policy, 
but rather use its cash value 
as collateral.

Your cash value contin-
ues to grow with dividends. 

Moreover, you never have to 
rush to repay the loan out of 
your cash flow. In fact, most 
insurance companies don’t 
care if you miss a payment 
or several payments—or even 
if you pay them back at all. If 
you don’t pay them back, all 
that happens is the balance 
is deducted when your death 
benefit is paid out. 



MICHAEL ISOM

Michael Does the Math

In one of the following illustrations, the client pays the interest on 
the policy loan each year; in the other, they do not. In both cases, 
the cash value and death benefit continue to grow.
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Michael Does the Math

The following chart shows potential retirement income distribu-
tions based on two strategies.

In the first strategy, Distribution 1, the client “bought term and 
invested the difference” and has saved $2 million by retire-
ment. Since the client dropped term insurance and is now “self-
insured,” they will only live off the interest of their $2 million. At 
an assumed annual interest rate of 5%, this means the client will 
withdraw $100,000 per year. Over twenty-five years and after 
taxes, the net distributions will be $2,162,581.

In the second strategy, Distribution 2, the client bought whole life 
insurance and accumulated $2 million in cash value by retire-
ment age. But since the client isn’t worried about running out of 
money and disinheriting heirs, they can withdraw much more 
money over time. Over a twenty-five period, this client can with-
draw a total of $3,362,785 for retirement. (This is assuming that 
the twenty-five-year paydown starts at age sixty-five.) 

Again, whole life gives you a permission slip to spend down your 
assets while you’re alive! Without this permission slip, you are 
relegated to living solely off of interest for the rest of your life.





MICHAEL ISOM

Michael Does the Math

Assuming you pay your premi-
ums, whole life is guaranteed 
to pay out to your beneficiaries 
and your cash value will grow. 
But with whole life, you can 
even stop paying premiums 
at some point. You can do this 
using one of two main options: 
a feature called “reduced paid-
up” (RPU), and another called 
“premium offset.” 

At any point during the policy 
contract, you can exercise the 
reduced paid-up option. This 
means you reduce the death 
benefit to the point that it is 
“paid up.” It’s best to do this 
after seven years or more of 
holding the policy, but it can 
be done even before that. This 
option is irreversible, how-
ever, so you want to make the 
decision carefully. 

Once you’ve paid up, the cash 
value is in the policy and will 
continue to grow along with 
the death benefit, and they will 
equal each other at the end of 

the term of the whole life pol-
icy, age 121. (All whole life pol-
icies are designed this way.) 
Once you opt for an RPU, there 
is still a small cost to cover in 
the policy each year. However, 
the policy more than pays for 
itself at this point. You have 
elected to lower the amount of 
your death benefit, thus lower-
ing your cost of insurance and 
making it as efficient as pos-
sible with the internal rate of 
return on the cash value.  

Premium offset gives you the 
ability to use the cash value 
growth year by year, with the 
dividends paying the base 
annual premium into the pol-
icy. The cash value and death 
benefit will not grow as quickly 
because you don’t pay into the 
policy out of pocket. However, 
it will continue to grow. 

This option can be turned 
on and off during the life of 
the policy. We like to use this 
option if a client is not 100% 



sure they want to stop alto-
gether. For example, what if 
they still have some invest-
ments to liquidate and want a 
place to save that cash? Hav-
ing the option to continue to 
pay into the whole life policy 
would be valuable. 

Saving money in whole life this 
way keeps your money guaran-
teed, protected, and liquid. 

The following chart shows 
a client paying $36,000 per 

year into a whole life policy 
for twenty years. At the end 
of this period, the client has 
$1,089,453 in cash value. 
At that point, they take the 
reduced paid-up option and 
stop making payments. They 
reduce the death benefit to 
the point at which the policy 
is paid up (calculated by the 
life insurance company upon 
request). 



You’ll notice that the client still earns a rate of return within 
the policy after their premium payments have stopped. The 
first year after making payments, the cash value jumped from 
$1,089,453 to $1,147,748—a 5.35% internal rate of return (and 
on a tax-free basis, let me remind you)!

It’s one thing to earn a great tax-free rate of return while we are 
accumulating wealth. It’s quite another to earn it when we are no 
longer trading time for money! How great to have this amount 
of money someplace during “retirement” that pays you over 5% 
a year tax-free. Unheard of. Furthermore, you have the death 
benefit to leverage against all of your other assets on a paydown, 
permission-slip basis.



But Dave Ramsey and Suze Orman Said No!  |  91

SHOULD YOU “BUY TERM AND  
INVEST THE DIFFERENCE”?
Ramsey and Orman promote the “buy term and invest the difference” 
strategy over whole life. Their advice is to buy the lower premium term 
insurance and invest the difference in a mutual fund or some other invest-
ment vehicle.

Fee-based advisors also love this strategy because the premiums on 
term insurance are so much lower than those on permanent insurance, 
especially in the early years. They make money on assets under manage-
ment and may not sell insurance. They may not be educated about insur-
ance, just as many insurance agents don’t have the same level of expertise 
with investments and may therefore only focus on insurance.  

If you follow this advice from Ramsey, Orman, and other financial 
gurus, you will run into more problems. If you live anywhere close to life 
expectancy, your insurance will not pay out. In many cases, your invest-
ments will not be protected from creditors. Your liquid savings will be 
taxable, and those have grown at anemic rates for most of the last two 
decades. If you get sued, your mutual funds will likely be up for grabs. 
You will have to pay taxes on your gains from mutual funds. And even if 
you protect your money in a 401(k) or traditional IRA, those accounts are 
subject to future income tax. Plus, they are sitting ducks for the estate tax. 

Here’s the problem with this shortsighted, binary strategy: Let’s say 
you buy a thirty-year term insurance policy with a $1 million death ben-
efit. Your goal is to maintain this death benefit for thirty years, invest 
the difference, and then cancel the term insurance. The interest rate you 
would have to make on your investment to match what you would make 
using a properly structured, optimally funded whole life policy would be 
a whopping 9.8%. It is highly unlikely that you will find that percentage 
when investing, especially considering it would need to be safe, stable, and 
liquid, and the return would have to be net after fees. 



MICHAEL ISOM

Michael Does the Math

Let’s dive deeper into that 
9.8% interest rate I mentioned 
above. First, let’s get on the 
same page with how an aver-
age rate of return is calcu-
lated. We know that to get that 
average, we add up the num-
bers and then divide them by 
the number of years.	

This chart shows an extreme 
example to make the point. 
Let’s suppose you invest $100, 
and it gains 100% in the first 
year. You have a $100 gain 
for $200 total. However, in 

the second year, your rate of 
return is –50%, taking you 
back down to $100 total. The 
next year you get a 100% rate 
of return, followed by another 
year with a –50% return.

If you add up our four years of 
returns, 100 – 50 + 100 – 50, 
then divide by four, you get an 
average annual return of 25%. 
But you have actually earned a 
net 0%. Which is most useful? 
Average or actual? Actual, 
obviously. 



Between 1993 and 2012, the S&P 500, reinvesting dividends, 
averaged 9.92%. This is why the 9–10% average rate of return is 
so commonly cited by money managers. 

Let’s take that 9.92% average and use it for this next, future value 
calculation and assume that you add $12,000 a year to an account 
for twenty years. Assuming you also get a steady 9.92% rate of 
return every year, your contributions should compound to a total 
of $748,651.



However, we know that investments don’t work this way. Invest-
ments fluctuate over time—an average rate of return is not the 
same as an actual rate of return. Unfortunately, far too many 
advisors project steady, year-after-year rates of return.

We also have to account for fees charged to you on managed 
money. In his book Money: Master the Game, Tony Robbins shows 
total management fees as high as 3.5–4% of the entire account 
balance, annually. For our illustration, we’ll use a conservative 
2% management fee. Calculating for fees, you now have a net 
7.72% actual rate of return.

But now, instead of showing a steady annual 9.92% return, let’s 
use the actual market history. In this case, you’re left with an 
actual rate of return of 4.13%, and you’re earning that meager 
return with a lot of risk and uncertainty.



This doesn’t even account for human nature, which tells us that 
people don’t stay invested for this long. Typically, they react 
emotionally to market conditions and get in and out of invest-
ments quickly.

Term policies are designed specifically to be dropped, with the assump-
tion that once a person retires, they will have plenty of assets with which to 
care for themselves; their kids will be grown and financially independent; 
and they will no longer have any income, so they won’t need income replace-
ment coverage. This is what is commonly known as being “self-insured.”

To be “self-insured” is a fallacy—a person is either insured or not. 
Moreover, a person doesn’t cease to have human life value just because 
their employment income stops. Term insurance is focused solely on pro-
tecting income rather than human life value. The truth is, the more assets 
a person creates, the more likely it is that they will want the protection of 
insurance (just like the Rockefellers). At that point, insurance moves from 
income replacement to asset and legacy insurance. (For a more detailed 
explanation of this concept, see my book, Killing Sacred Cows 2.0.)



MICHAEL ISOM

Michael Does the Math

The following charts show a 
client starting with a twenty-
year term life policy at age 
thirty-one. For the twenty-
year term, the premiums are 
$540 per year for a total of 
$10,800 over the full term. 
When the term expires and 
the client is fifty-one, the pre-
miums skyrocket to $10,200 
per year! 

That amount increases each 
year. If the client continues 
paying term premiums, by age 
seventy-seven they will have 
paid more in premiums than 
the policy is worth. And again, 
if the client were to drop the 
policy, all the premium dollars 
would be wasted. 
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IMPROVE CASH FLOW WITH  
THE CASH FLOW INDEX
The cash flow index (CFI) is a system for identifying the most effective 
way to pay off your inefficient loans and free up cash flow.  

You can find the CFI of any loan by taking the balance of your loan 
and dividing it by the minimum payment. If your index is a low number, 
then the loan is inefficient—a cash hog that requires a high payment rela-
tive to the balance. A higher number, on the other hand, indicates a more 
efficient loan.

Investment Cash Flow Index
RULES OF THUMB

Stop investing/reposition asset
<50

Think about diverting funds
50-100

Keep investment
>100

As you can see on the chart, any loan with a CFI between zero and 
fifty is in the danger zone and you may look to restructure or eliminate 
it as quickly as possible. Any loan with a CFI greater than 100 is in the 
freedom zone and not a priority to pay off, from a cash flow standpoint.

To make this more concrete, let’s consider a few different loans:
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LOAN BALANCE INTEREST 
RATE

MONTHLY 
PAYMENT

CASH FLOW 
INDEX

Mortgage $248,000 6.5% $1,750

141

($248,000 ÷ 

$1,750)

Auto $18,000 5% $450

40

($18,000 ÷ 

$450)

Credit Card 1 $6,000 15% $125

48

($6,000 ÷ 

$125)

Credit Card 2 $14,000 12% $300

46

($14,000 ÷ 

$300)

Using the CFI, this is the order in which we would recommend these 
loans get paid off:

2. CREDIT 
CARD 2

3. CREDIT 
CARD 1 4. MORTGAGE1. AUTO

Most people would advocate paying off Credit Card 1 first, since it has 
the highest interest rate and the lowest balance. It does make sense to pay 
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Do you know how much money you would have to invest to find 
$15,000 a year in cash flow? If your investment earned 5%, you’d have 
to have $300,000 invested. But you can get the same return simply by 
optimizing cash flow and recapturing costs. 

Let’s look at an analysis over a thirty-year period. To make it easy, 
for this example, let’s say you have no assets, no 401(k), and no money 
set aside. What you have is your greatest asset: your earning power and 
potential. Suppose your income is $100,000 per year. That means that 
over the next thirty years, a total of $3 million will flow through your 
hands. This is assuming that you have no increase in income and no 
earnings on that investment. 

We know that you can increase your earnings over time, so let’s add 
5% a year. If we calculate the additional 5% over the next thirty years, 
your $3 million becomes $6.6 million a year you can put into your cash 
flow.
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There’s one more assumption at work so far: that you’re basically keep-
ing your money under the mattress and it’s not working or earning for 
you at all. So now let’s assume that you’ve learned some optimally funded 
whole life insurance principles and can make a better return on your 
money than you would by stashing it under the mattress.

Let’s assume that you’re earning 5% interest on your money. Now your 
total income over thirty years increases to a whopping $12.9 million. That 
$12.9 million is your earning potential. That is how much money will 
pass through your hands over thirty years, given the variables above. 
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THREE MAIN ERODERS OF INCOME
The question is, how much of that money are you holding onto, and how 
much just slips away? 

Many factors can erode your income over thirty years. We’ll focus on 
the three most powerful eroding factors: taxes, loan interest, and lifestyle.

Taxes
You know what’s funny about taxes? Nothing. Taxes suck. They have a 
huge impact on how much money you hold onto. This includes not only 
income tax, but at least a dozen other taxes as well. Think about the cumu-
lative effect of state or provincial income tax, property tax, sales tax, estate 
tax, self-employment tax, luxury tax, and on and on. You have to pay taxes 
to work, live, drive, eat, buy, sell—hell, even to die. (That is, if you don’t 
use the Rockefeller Method and plan properly.)  
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A conservative estimate puts the amount of income that goes to taxes 
each year at .40 cents of every dollar. When we calculate 40% of your 
income going to taxes over a thirty-year period, that $12.9 million sud-
denly drops to $7.8 million. That’s just after paying taxes, nothing else.

Loan Interest
The second major factor is the loans we have and the interest we pay on 
them. This includes mortgages, car loans, credit cards, student loans, and 
business loans.

Any money that goes toward loan interest is money leaving your 
pocket. Americans put an estimated average of 35% of their income 
toward loans. When we factor that in over thirty years, the $7.8 million 
becomes $2.9 million. 

We’ve already dropped your earning potential by $9.7 million just by 
paying taxes and loans. We haven’t even factored in the cost of lifestyle, the 
money you spend living your life.
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Lifestyle Expenses
Lifestyle cost for Americans averages 23.5% of income. When we factor 
that in over thirty years, the amount of money we have left over sinks to 
$216,097.
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Pretty shocking, isn’t it? How is someone used to a $100,000 annual 
income going to survive on a total of less than $200,000 in savings if they 
stop working? How can you keep more of the money you make without 
cutting back? 

Most fee-based planners will tell you that the solution is to focus on 
increasing your rate of return. High risk equals high return, they say. 
However, this can be a very risky proposition considering that risk means 
a higher chance of losing. There is this idea of taking more risk and tolerat-
ing more volatility (lowering certainty along the way).

Let’s follow their advice and see how the numbers play out. To make 
a point in this example, we’ll use some magic product that increases your 
rate of return. (We all know that there is no magic product; this is for 
the purpose of illustration.) Instead of 5% interest on your earnings, let’s 
increase it to 10%. This increases our total amount left over to $607,700 
from $216,097. This is certainly still insufficient for twenty or thirty years 
of retirement and will not replace the income this person earned during 
their lifetime.
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Increasing your rate of return from 5% to 10% generally indi-
cates volatility. And what if, right before you were to retire, the market 
dropped 10%, 20%, or even 30%? Risk puts your life savings and legacy 
in jeopardy!

Simply increasing your rate of return is not the solution. However, it is 
what is taught by most typical financial planners with the “high risk equals 
high rate of return” and “low risk equals low rate of return” mindset. Sad, 
if you ask me.

KEEP MORE MONEY IN YOUR POCKET
What’s the solution to keeping more money in your pocket? Minimizing 
those eroding factors. 

First of all, we want to focus more on reducing your taxes and loan 
interest and less on reducing your lifestyle expenses. We want you to be 
able to keep your lifestyle and enhance it over time. 

Let’s isolate taxes and loans and go back to the 5% earnings rate, which 
brings your total after thirty years to $216,097. Using cash value insur-
ance and some basic tax strategy, you can decrease your tax burden by 
10%, meaning 10% of the 40% average, so 4% total. Now you are paying 
a total of 36% on taxes.

You can reduce those expenses by another half when you use the Cash 
Flow Index to identify inefficient loans and pay them off with your cash 
value. But to be conservative, we’ll say you have to reduce your loan pay-
ments from 35% to 20%. Rather than paying interest, you can use your 
cash value.  Between saving tax on your cash value, capturing dollars 
otherwise paid to term insurance, as well as renegotiating interest rates, 
restructuring loans, and paying off higher interest rate loans with lower 
interest rate earnings, the 15 percent reduction is conservative.

Using your cash value rather than a bank to finance things makes a 
big difference. Now you’ve gone from holding onto just $216,097 of 
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your $12.9 million to keeping just under $2.7 million. That’s a pretty 
dramatic difference. 

It’s important to note that this was all done at no additional risk to 
you. You obviously never want to neglect your rate of return. But you 
should also focus on keeping more of what you make through efficiency 
and maximizing your earning potential. Efficiency gives you the greatest 
impact with the least risk.

Chasing a higher rate of return by exposing your money and legacy is 
not the answer. The answer is to focus on leverage, efficiency, utilization 
of your money, and decreasing eroding factors. Utilizing whole life insur-
ance, you can minimize your taxes, lower your interest costs, and invest 
in yourself.

The key is to take the money you free up using these techniques to 
fund your optimally funded whole life, invest in a skill set, and improve 
your lifestyle.

The list of benefits includes having more cash and more access to that 
cash, keeping your money earning while you borrow, protecting your 



APPENDIX

How “Buy Term and  
Invest the Difference” 

 Stacks Up Against Optimally 
Funded Whole Life

I magine that you buy term life insurance now and invest the difference 
in a qualified retirement plan, mutual fund, or anything else. When you 

retire at some future date, you end up with a certain amount of money to 
live off.

Let’s assume that at age sixty-five, you have $4 million in your retire-
ment account. Thinking that you’re now “self-insured,” you cancel your 
term insurance. You can transfer your $4 million net worth to your spouse 
or other beneficiaries. 

Meanwhile, let’s say your $4 million is earning 5% interest. Because 
you want to preserve your wealth for and transfer it to your heirs, or 
simply because you don’t know how long you’ll live, you only live off 
the interest. At 5%, that interest comes to $200,000 per year. However, 
after taxes of $36,042, you’re actually left with $163,958 per year for your 
retirement income. 

This is a generous assumption, because where can you find a secure 
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investment that pays a steady 5% annually? For the sake of illustration, 
we’ll keep it generous.

Consider the following illustrations, generated by the Truth Concepts 
calculator created by Todd Langford, which show how this strategy stacks 
up against whole life.

Illustration 1

When you don’t have any life insurance in your retirement, your assets 
become your life insurance. Living on interest only leaves people suscep-
tible to a scarcity mindset. Since the number one fear of retirees is running 
out of money, you’re taught to never touch your $4 million principal. 
Ultimately, that $4 million goes to your beneficiaries, and you never used 
any of it.

Moreover, there’s another problem with this scenario: Interest rates 
have been extraordinarily low and volatile investments are even worse. 
Where do you put your money to safely get that return? Where would 
Dave Ramsey and Suze Orman say to get it? I certainly don’t know of an 
easy place to do that outside of whole life insurance policy dividends and 
annuities, which are also life insurance products.
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Let’s be slightly more realistic and say you buy term and invest the dif-
ference, and that leaves you earning 3% interest on your principal. After 
tax, that puts your yearly income at $102,103. So you’re worth $4 mil-
lion, but only spending $102,103 per year for fear of spending down your 
principal and running out of money. Does that seem right to you? (See 
Illustration 2.) 

Illustration 2

The truth is, that was the plan for the financial institutions anyway. 
Remember the four rules of financial institutions? They want your money, 
as often as possible, hold onto it as long as possible and give you back 
the least possible.  How’s that “long-haul” investment plan you were sold 
decades ago looking now?

Now let’s consider a different scenario using whole life insurance and 
investing the difference utilizing the cash value. We’ll assume that by the 
age of sixty-five, you end up with the same amount—$4 million—in your 
cash value for retirement. Except now, you have both the $4 million in 
cash value and a $4 million death benefit.

What does this mean for you? It means you now have a permission slip 
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to spend your $4 million—because you have a guaranteed $4 million also 
going to your beneficiaries in the form of a death benefit, no matter what. 
You are no longer held captive to living off your interest alone. When you 
die, your death benefit will replace whatever money you’ve spent while 
you were alive for your heirs. So now, instead of just spending interest, you 
get to spend both the interest and the principal in your retirement years. 
And what if you live past the twenty years we used in these examples? You 
have a large death benefit that you can use to create more income as we 
discussed throughout this book. 

Let’s look at this more closely and do the math. Assuming a 3% inter-
est rate and paying down your principal to zero over twenty-five years, 
you’ll be able to spend $211,815 in the first year. That’s over 50% above 
the $102,103 in the last scenario! (See Example 3.)

Let’s take it even further. Let’s put Example 1 back at 5% and leave 
Example 2 at 3% interest. In Example 1, you get $163,958 per year. With 
whole life, Example 2 still gives you a whole lot more! Even if we take 
Example 1 down to 2% interest, you still get $195,680 in your first year. 
And how about 1% interest? That’s $177,225. (See Example 4.)
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With whole life insurance, you can earn as little as 1% interest on your 
cash value, but still be in a much better place than you would be if you’d 
bought term and invested the difference. (Of course, that’s only assuming 
you found a safe investment that earns a steady 5% annually.)

You may currently be in a position where your cash flow isn’t strong 
enough to allocate any extra money to permanent life insurance. If that’s 
the case, there are term policies that can be converted into whole life poli-
cies in the future. So if you have to buy term insurance, make sure it’s con-
vertible and with a company you would want your properly structured, 
optimally funded whole life policy with when you convert it.




