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Expat wealth planning:

Focus on a
tax-smart asset

For expatriate clients, wealth planning can feel like a balancing act across
multiple borders. Tax laws differ, reporting requirements overlap, and
investments that work well in one country can create complications in
another. That's why many globally mobile families can benefit from a powerful
but often overlooked solution: permanent life insurance.

Once seen only as a tool for family protection, today’s life insurance can play
amuch bigger role. It offers attractive growth potential, tax advantages, and
flexibility that traditional retirement accounts and investment structures may
not provide — especially for those clients living between tax systems.

Why life insurance stands out

Modern life insurance products, such
as Variable Universal Life (VUL) and Index
Universal Life (IUL), do far more than pay a
death benefit. Structured correctly, they can
deliver a “triple-tax-free” treatment:

o Tax-free growth of the policy’s cash value.

» Tax-free access to funds through
withdrawals or policy loans.

o Tax-free death benefits to heirs.

Unlike retirement plans, these policies aren’t
bound by government contribution limits or
age-based withdrawal rules. Your client decides
how much to contribute, when to access funds,
and for what purpose. For expats who may not
qualify for U.S. retirement plan contributions
or who face limits on foreign pension schemes,
the flexibility can be invaluable.
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Avoid double taxation!

U.S. citizens and green-card holders residing
in countries with income tax may face double
taxation on contributions to U.S. qualified
retirement plans (e.g., IRAs, 401(k)s). This
happens when the host country does not
allow a deduction for U.S. pension
contributions. As a result:

e The entire salary, including pension
contributions, is taxed by the foreign
country.

e The U.S. may allow a pre-tax deduction,
but distributions from the plan are taxable
upon retirement.

» Taxes paid abroad on the contributions are

not typically creditable against future U.S.
tax on those distributions.

Roth IRAs may not be recognized as tax-
exempt, meaning withdrawals could be
taxable in the country of residence.

Planning considerations

When working with expatriates, careful cross-border tax
planning is essential. Alternative vehicles — such as U.S. life
insurance policies or annuity-based investments — can offer:

© Higher contribution limits.
o Tax-deferred growth.
* Greater recognition as tax-exempt in many jurisdictions.

For the globally mobile worker, these features provide both
flexibility and portability, ensuring long-term planning doesn’t
get undone by mismatched tax systems.

A tool for tax diversification

Since living abroad can result in being taxed by the U.S. and
the host country unless a treaty helps smooth the overlap, life
insurance can provide welcome relief. These policies create a
pool of assets that grows without annual tax reporting and can
be accessed efficiently.

Here's how it fits into a client’s international plan:

® Income planning: Withdrawals and loans from a policy
can be used for retirement income, education funding, or
property purchases without triggering U.S. tax.

o Estate planning: Proceeds pass to your beneficiaries free
of U.S. income tax and can help offset estate tax exposure
with the right structuring.

» Global consistency: While every jurisdiction is different, life
insurance is often treated more favorably than investment
accounts or pensions across borders.

Filling retirement gaps

Expatriates frequently face restrictions when contributing to
U.S. retirement accounts, or they may be uncertain about how
foreign pension schemes will be treated by the IRS. Permanent
life insurance can fill this gap by acting as a private retirement
vehicle, one without contribution caps or forced distributions.

It's a way to build long-term wealth while keeping funds
accessible if circumstances change.

Explaining the costs

Naturally, there are costs associated with keeping a policy in
place, mainly the cost of the insurance. But these charges are
effectively the price of accessing tax-free growth and tax-free
distributions. For many affluent families, this “tax efficiency
premium” compares favorably with the combined drag of taxes
and fees in traditional investments.

Well-structured policies also come with safeguards such as
“over loan” protection, ensuring clients don't inadvertently
create a taxable event when drawing from the policy.

Coordinating with broader tax planning

As with domestic clients, life insurance works best when
integrated with a larger strategy. For example:

e Timing income and deductions before or after a move
between countries.

® Using tax-loss harvesting on investment portfolios.

» Coordinating contributions with treaty-recognized
pension plans.

o Structuring charitable gifts or inheritances.

When life insurance is layered into this kind of holistic
planning, it becomes not just a safety net but a cornerstone of
international wealth management.

The bottom line

For expatriates, permanent life insurance is more than just
a form of protection. It's a versatile and tax-efficient asset that
can help simplify life across borders. It offers growth without
the annual tax headaches, flexibility when retirement plans fall
short, a lasting legacy for the next generation, and a powerful
advantage in global financial plans.

For expats who may not qualify for U.S.
retirement plan contributions or who face
limits on foreign pension schemes, the
flexibility can be invaluable.




