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The Power of Tax Diversification 

 

 

Each January we are faced with the opportunity to reflect 

on the decisions and choices we made in the prior year.  

It’s a great time to reflect on what went well, and what 

changes we need to make for the current year to be even 

better.  When it comes to tax planning, the 1099’s we 

receive each January are also a pause for reflection on 

our financial gains, losses, and the tax impact of our 

financial decisions from the prior year.   
 

So how do we maximize the 

growth of our assets, minimize 

the downside, and 

mitigate the impact of 

taxes?  One strategy 

to consider is tax 

diversification.  It’s critical that 

we understand how our assets are 

taxed when we contribute, when 

those assets appreciate, and 

most importantly when we 

take income or a distribution.  The following “tax triangle” diagram illustrates how various assets 

differ from a tax standpoint. One analogy often used is the “seed and harvest” analogy.  Is it better  

to be taxed on the seed, or on the harvest?  It depends on our objectives. 
 

 

Diversifying the income tax 

treatment of our investments can reduce 

income taxes in retirement, creating 

additional income and a more 

comfortable lifestyle in the future.  

See Diagram 2 for an example. 
 

 

Simply put, life insurance is an 

asset with tremendous tax 

advantages.  Contributions grow tax  

deferred, and can be withdrawn tax 

free if structured properly.  Also, 

there are no maximum contribution 

limits, which often constrain 

contributions to 401(k) or other types 

of qualified plans.   
 

In summary, choosing tax diversification today can have a great impact on our future retirement lifestyle.  For a 

customized tax diversification presentation, please call us today at 515-393-2049.   

file:///C:/Users/Jeremy/ShareFile/Shared%20Folders/Southcap%20(Shared%20by%20Kyle%20Green)/Marketing/Monthly%20Marketing%20Blast/December%202015%20-%20Having%20the%20Life%20Insurance%20Discussion/www.SouthCapGroup.com
tel:303-797-9080

