
Clients reaching retirement age who have legacy goals have 
important decisions to make on how best to achieve their 
objectives. Besides potential gift and estate tax considerations  
(if applicable), there are two primary factors that determine  
how much they are able to leave their heirs. 

How their assets perform, and how 
much risk they are willing to take

How long they live

Clients will have various investing and risk profiles that will differently affect the first factor. But they 
all face uncertainty regarding the second factor, and that may be the biggest risk to achieving their 
legacy goals. Creating a “Legacy Floor” as part of their wealth transfer plan can have a big impact. Life 
insurance may serve as a “floor” that locks in a minimum value that goes to their heirs regardless of 
how their investments perform or how long they live. 
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Let’s look at an example
James and Sara are 60 years old. They have done well saving during their careers. They have 
accumulated a surplus of $2.5 million earmarked for heirs. The $2.5 million is currently not needed for 
retirement income, long term care, or other needs during their lifetime. $2.5 million would meet most 
of their legacy goals today; however, they are worried about the risks highlighted above. Their advisor 
discusses the idea of creating a “Legacy Floor.”

At age 60, for 10% of the $2.5 million Legacy Funds ($250,000 as a single premium in this example), 
two healthy 60 year olds could purchase over $1 million of Second-to-Die Universal Life coverage 
(SUL Guard). The life insurance policy immediately creates a 4 to 1 leverage in the amount passed to 
heirs. It also creates a “Legacy Floor” of $1 million regardless of what happens with the other 90% of 
their investment portfolio.

Life insurance can have a major impact on legacy values depending on different rates of return and 
lifespans. These examples assume that using these funds for the premium payment does not create a 
taxable event. Liquidating assets that create additional taxes may not be advantageous to the client.

The first chart shows their $2.5 million in Legacy funds at a 4% after-tax rate of return over 30 years. 
(Tracked by the dotted line in the chart below.)

It is then compared to adding together the life insurance policy guaranteed death benefit of 
$1,080,530, which they purchased for $250,000, and the remaining portfolio of $2.25 million invested 
at the same 4% after-tax rate. 
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We can also expand this to see the impact under different risk and return scenarios during retirement. 

Here we can see it would take a combination of earning above 6% after-tax returns over a 25-year life 
span for the investment-only approach to catch up to the plan with insurance.

I N C R E A S E  I N  W E A LT H  T R A N S F E R  W I T H  I N S U R A N C E
$1,000,000

$800,000

$600,000

$400,000

$200,000

$0

-$200,000

-$400,000

2% After-Tax Return on Portfolio
4% After-Tax Return on Portfolio
6% After-Tax Return on Portfolio6% After-Tax Return on Portfolio

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27 28 29 30

I N C R E A S E  I N  W E A LT H  T R A N S F E R  W I T H  I N S U R A N C E

YEARS



© 2025 Massachusetts Mutual Life Insurance Company (MassMutual®), Springfield, MA 01111-0001. 
All rights reserved. www.MassMutual.com.
AS9048LI 925	 MM202707-313097

FOR FINANCIAL PROFESSIONALS. NOT FOR USE WITH THE PUBLIC.
The information provided is not written or intended as tax or legal advice. MassMutual, its subsidiaries, employees and 
representatives are not authorized to give tax or legal advice. Individuals are encouraged to seek advice from their own tax 
or legal counsel. 

Any guarantees explicitly referenced herein are based on the claims-paying ability of the issuing insurance company. 

The products and/or certain features may not be available in all states. State variations may apply. SUL Guard (Policy 
Forms: CMSULG-FL-2024, CMSULG-CA-2024, CMSULG-SC-2024 and CMSULG-2024 and ICC24- CMSULG in certain 
states, including North Carolina) is a non-participating survivorship flexible premium adjustable life insurance policy issued 
by C.M. Life Insurance Company (C.M. Life), a wholly-owned subsidiary of Massachusetts Mutual Life Insurance Company 
(MassMutual). C.M. Life is non-admitted in New York. SUL Guard (Policy Form: MMSULG-NY-2024 in New York) is issued 
by MassMutual. Both C.M. Life and MassMutual are located in Springfield, MA 01111-0001.
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