Annuity
Strategy:
Income Bucketing

OPPORTUNITY
CONCEPT

IDEAL CUSTOMER

DESCRIPTION

»

Pre-retirees within a few years of leaving employment or in their early years of
retirement are at higher risk of substantial market loss. The combination of planned
withdrawals at the time of significant market loss may leave a nest egg depleted to
the point that ongoing withdrawals do not leave enough assets remaining to recover
enough to fund the future value needed for later years.

»

Many advisors will plan for future income and insulate client portfolios from market
overexposure by following some version of a bucketing strategy. Segmenting a
portion of assets to be available for short-term income needs, or at least invested
more conservatively can help to limit loss due to an untimely market contraction.

»

Clients who are nearing retirement or within the first few years of retirement.

»

Clients who must invest part of their portfolio anticipating higher gains than can be
expected from safer, more assured return investments.

»

Clients who are dependent on funding an expected longer retirement.

»

In foundational form, this strategy could be implemented with as few as two
buckets; an income bucket and an investment bucket. Within client preferences, an
income bucket is usually funded with 3-5 years’ worth of planned income in a low
risk, conservative fixed income investment or cash.

»

The investment bucket is available to be allocated in an appropriate portfolio for the
client with a time horizon as long as the income bucket term.

»

Investments are regularly harvested to replenish the income bucket to the level
protected from loss but can be left invested to ride out short-term market declines.

»

Bucketing strategies can be more sophisticated by segmenting the investment
allocation into multiple buckets based on time horizon. Some common strategies are
to break a portfolio into multiple 10-year or 5-year buckets and invest accordingly.
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DESCRIPTION
(continued)

IMPLEMENTATION
PLAN

»

Considering a plan of 5-year buckets to span a 30-year retirement, an Advisor
calculates the present value of the next five years of income, then funds buckets to
provide the following 5 years income, then years 11-15, 16-20, and so on.

»

The present value of each is calculated for expected inflation, and the investment
return needed to achieve the future value.

»

Advisors can recommend investments appropriate for the time frame each bucket
represents, taking on more risk for buckets not needed for 15, 20, or 25 years or
more.

»

Following a 5-year bucketing strategy, annuities can be used towards the objectives
of many or all the buckets.

»

Current or near-term buckets are funded with conservative or guaranteed income
annuities, longer term buckets are usually funded with deferred annuities or
managed accounts invested in the market.

HOW CUNA MUTUAL GROUP CAN ASSIST
CUNA Mutual Group immediate annuities can be utilized for current income buckets.
Once a bucket has been fully funded or gained enough for the desired goal, CUNA Mutual
Group’s Registered Index-Linked Annuities (Members ZONE or ZONE Income) are appropriate
to invest for further market growth while capping the risk of loss.
CUNA Mutual Group’s Variable and Index-Linked Annuities (Members Horizon) can be used for
longer term buckets that anticipate the need for greater market returns and have the time
horizon to withstand and recover from market contractions.
Call our annuity sales team for assistance with structuring an appropriate bucketing strategy
suitable for your client.

CUNA Mutual Group Annuity Sales Team:
877.345.GROW (4769)

smartriskcontrol.com

IMPORTANT DISCLOSURES
Annuities are long-term insurance products designed for retirement purposes. Clients should consider an annuity’s investment objectives, risks,
charges and expenses carefully before investing. The prospectus contains this and other information. Encourage clients to read it carefully.
CUNA Mutual Group is the marketing name for CUNA Mutual Holding Company, a mutual insurance holding company, its subsidiaries and affiliates. Annuities are issued by CMFG Life Insurance Company (CMFG Life) and MEMBERS Life Insurance Company (MEMBERS Life) and distributed by their affiliate,
CUNA Brokerage Services, Inc., member FINRA/SIPC, a registered broker/dealer and investment advisor, 2000 Heritage Way, Waverly, IA, 50677. CMFG
Life and MEMBERS Life are stock insurance companies.
MEMBERS® is a registered trademark of CMFG Life. Investment and insurance products are not federally insured, may involve investment risk,
may lose value and are not obligations of or guaranteed by any depository or lending institution. All contracts and forms may vary by state and
may not be available in all states or through all broker/dealers. Base policy forms 2012-SPDMGIA, 2015-VA-B, 2015-VA-C and 2018-VA-F, 2012-SPDMGIA,
2018-RILA, 2018-RILA-GLWBRDR and 2018-RILA-DRAEND.
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