
Many Options, One Retirement:
Choosing the Savings Strategy That’s Right for You

RET IREMENT  SERV ICES

Most people understand they need to save for retirement, and with the assortment of online tools, articles, 

and calculators, they can even get a reasonable idea of how much to save. But as benefi ts, laws, and options 

change, some may struggle with where to save.

Certainly there are employer-sponsored 401(k)s or 403(b)s and, for savers without access to either of those options, 

IRAs in all of their shapes and sizes. But what should one think about some of the other options? How do those plans or 

account types fi t into an overall retirement strategy?

Retirement Options Beyond the 401(k)

HEALTH SAVINGS ACCOUNTS

Many employers have begun to offer health savings accounts, or HSAs, as a way 

to save for medical expenses. These plans only come in conjunction with high-

deductible health insurance plans. They offer a way to benefi t from lower premiums 

while also saving, tax deferred, for unanticipated medical expenses.

Unlike fl exible spending accounts, which require participants to use or lose their 

savings in a given year, HSAs allow contributions to accumulate over multiple years. 

Because most experts anticipate that healthcare costs will be the major driver of 

future retirement expenses, many have begun to think of HSAs as a smart vehicle 

for retirement savings. In addition, because HSAs allow for tax-free contributions, 

and the money is also not taxed when withdrawn according to the rules, people 

have another reason to maximize their savings in these plans.

WHOLE LIFE INSURANCE POLICIES

Outside of traditional employer benefi ts, some people and experts consider life 

insurance a potential retirement savings strategy. Not all life insurance policies 

can work in this capacity, but whole life insurance allows buyers to pay premiums 

that can earn dividends and, in some cases, investment returns over time. In the 

event of the insured’s death, his or her heirs would receive a benefi t. If, however, 

the insured survives into retirement, he or she could begin to draw down on the 

cash value that has accumulated in the plan, and also on the earnings of those 

premium payments.

THE ALTERNATIVES

HSAs
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While these life insurance policies can be costly, their growth does tend to be more stable and predictable. Long-term 

investment returns, historically, have usually been better than those of cash or fi xed income products, but not as strong 

as equity funds. In addition, some whole life insurance policies can be managed so that premiums and earnings may be 

withdrawn tax free, similarly to Roth IRAs. For these reasons, some consider whole life insurance as a way to create near-

term protection for their loved ones while, at the same time, building a nest egg for use after retirement.

Consider Your Choices

PLAN TYPE ACCESS SAVINGS LIMITS WITHDRAWALS TAX TREATMENT

AS OF MAY 2017

Open to employees of 
organizations sponsoring 

the plan.

Under age 50: $18,000

Over age 50: $24,000

At age 59½ and older, or 
in the form of a loan that 

must be repaid.

Pretax contributions reduce income base 
in the years they are made. Withdrawals 

are taxed as normal income and 
penalties may apply to early withdrawals.

Open to employees of 
organizations sponsoring 

the plan.

Individual: $3,400

Family: $6,750

Those 55 or older may 
contribute an additional 

$1,000.

For qualifi ed medical 
purposes until age 65, 
then for any purpose.

Contributions reduce income base in 
the years they are made. Withdrawals 

are not taxed if used for qualifi ed 
medical expenses.

Available to anyone 
meeting the insurance 

company’s (usually health- 
and lifestyle-related) 

requirements.

Determined by the 
insurer and based on the 
insured’s health, lifestyle, 

and fi nancial profi le.

Upon death, in the form 
of a loan that must be 
repaid, or in cash after 
assets have suffi ciently 

accumulated.

Contributions are made after tax. 
Withdrawals of premiums can be made 

tax free, but taxes must be paid on 
dividends or investment gains.

Available to those below 
certain income levels (less 
than $133,000, if single, 
or $196,000, if married 

fi ling jointly).

Under age 50: $5,500

Over age 50: $6,500

The amounts are less or 
not allowed at certain 

income levels.

At age 59½ and older.

Contributions are made after tax. 
Withdrawals of contributions and 

investment gains are generally tax free, 
but taxes and penalties may apply for 

early withdrawals.

Available to anyone, but 
tax deduction is limited 
based on income and 
access to workplace 

retirement plans.

Under age 50: $5,500

Over age 50: $6,500
At age 59½ and older.

Deductible contributions reduce income 
base in the years they are made. 

Withdrawals are taxed as normal income 
and penalties apply to early withdrawals.

Available to anyone 
able to meet 

investment minimums.

No limits unless 
stipulated by the 

investment manager.

At any time unless 
limited by investment 

product rules.

Couples with income less than $75,000 
and singles with income less than 

$37,500 may not be subject to taxes on 
investment earnings and capital gains. 
Those with income above those levels 
pay ordinary income tax on their gains 
when they liquidate their investments.
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Making Choices

As with anything that involves investing and long-term savings, deciding what accounts to use must refl ect personal 

circumstances, and there is no single right answer for everyone. Depending on a person’s current health, family history, 

and lifestyle, he or she may be more or less inclined to maximize savings for medical expenses. Depending on a person’s 

charitable giving strategy or the size of her or his family, she or he may be more or less likely to buy life insurance. 

Income and age make a difference, as well.

That said, there is a general savings hierarchy that some experts suggest as a way to start thinking about a strategy. It is 

not the right approach for everyone, but it is an approach that helps people understand context:

1. First, save to the level of any employer match in a 401(k) or 403(b). Anything less can leave a substantial 

amount of the benefi t on the table.

2. Next, maximize contributions to the HSA. Even the healthiest person will need medical attention eventually, 

especially in his or her retirement years. Maximizing contributions to these accounts not only prepares for those 

expenses, but also maximizes tax savings in both the near-term and the future.

3. Go back to the 401(k) or 403(b) and save as much as possible, up to the maximum. Retirement plans offer 

not only tax benefi ts, but they also often offer group buying power that can translate into lower-priced investments, 

which means more return on the dollar.

4. Finally, supplement retirement savings with whole life insurance. Employer-sponsored retirement plans and 

HSAs both offer death benefi ts for family members and heirs. Less expensive life insurance can help offer income 

protection until the HSA and 401(k) or 403(b) have been maximized, at which point the whole life policy offers an 

additional way to both save and generate low-risk income.

Again, no one strategy works for everyone, but this hierarchy suggests an approach to maximize savings dollars. Many 

things, especially age and income, could be a reason to alter this strategy. In addition, there may be nuances to consider, 

such as whether to save on a Roth or pretax basis.

While there are many alternatives to consider when developing a long-term retirement plan, taking full 

advantage of employer-sponsored benefi ts remains at the heart of most strategies. Investors must consider 

their personal and family histories, their current and future plans to care for loved ones, and their near- and 

long-term income needs. Financial advisors and tax professionals can make recommendations more tailored to 

individual needs, and your retirement services provider will have educational services and modeling tools with 

more details.
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