
Protection and  
growth potential  
for the future

Quick reference

Indexed universal  
life insurance 



2

• Not a deposit • Not FDIC or NCUSIF insured  
• Not guaranteed by the institution 

• Not insured by any federal government agency  
• May lose value

Be sure to choose a product that meets long-
term life insurance needs, especially if personal 
situations change — for example, marriage, birth 
of a child or job promotion. Weigh the costs of the 
policy, and understand that life insurance has fees 
and charges that vary with sex, health, age and 
tobacco use. Riders that customize a policy to fit 
individual needs usually carry an additional charge. 
All guarantees and benefits of the insurance policy 
are subject to the claims-paying ability of the 
issuing insurance company.

Indexed universal life insurance policies are 
not stock market investments, do not directly 
participate in any stock or equity investments, 
and do not receive dividends or capital gains. 
Past index performance is no indication of future 
crediting rates. Also, be aware that interest 
crediting fluctuations can lead to the need for 
additional premium in your policy.
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Helping you  
protect the future 

When you have a need for both life 
insurance protection and growth 
potential, it can be challenging to find a 
planning strategy that suits your needs.

That’s why there’s indexed universal 
life insurance. With its wide range of 
features, including indexed interest 
strategies, it’s designed to help protect 
your family today and enhance your 
growth potential for the future.
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Protect your loved 
ones. Boost your 
growth potential.

Whether you’re concerned about protecting 
your family or building cash value to 
supplement your income, indexed universal life 
(IUL) insurance can help. It’s a type of fixed life 
insurance that offers:

• Permanent death benefit protection

• Income tax-free death benefits

• Tax-deferred cash value growth

• Income tax-free access to cash

Traditional universal life insurance policies earn 
a fixed interest rate determined by the insurance 
company. But for IUL, the performance of 
market indexes determines the interest credited, 
if any, to your policy.

IUL is fixed life insurance, not a security. Your 
growth potential is limited via a participation 
rate — and a cap or spread rate. Policy funds are 
kept in the insurer’s general account and never 
invested in the stock market. 
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Making IUL  
work for you

Because IUL offers you both cost-efficient death 
benefit protection and the potential for cash 
value accumulation, you can use it to help meet a 
variety of planning needs, including: 

Family protection

Replace an existing term policy or supplement 
employer-sponsored life insurance so the people 
who matter most to you have the permanent 
protection they need.

Legacy or estate planning

The death benefit helps you efficiently pass 
wealth on to loved ones or a favorite charity.

Supplemental retirement planning

This product gives you the opportunity for 
tax-advantaged accumulation, which you can 
access via policy withdrawals and loans to help 
supplement your retirement income.

Supplemental savings

Supplement future financial needs — such  
as educational expenses — by accessing  
the policy’s potential cash value growth  
via withdrawals and loans. 

Loans and withdrawals will reduce the death benefit. Most 
distributions will be taxed on a first-in/first-out basis, as 
long as the contract is not a modified endowment contract 
(MEC) according to Section 7702A of the Internal Revenue 
Code. Loans from a MEC are generally taxable and subject 
to a 10% tax penalty if taken before age 59½. If the policy 
lapses with a loan outstanding, it will be treated as a 
distribution and some or all of the amount may be taxable.
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Understanding IUL 
Here are some key terms you should know if you 
and your insurance professional decide that IUL 
is a good fit for your needs:

Cap rate

The maximum percentage of reference index 
performance to be used to calculate the index 
segment interest rate. 

Floor rate

A guaranteed minimum interest rate that protects 
you from loss regardless of what happens in the 
market. Because the interest rate cannot go below 
this, it is called a “floor rate.” 

Index performance

The percentage change of the underlying index 
from the index segment start date to segment 
maturity.

Index segment

Created when the allocated cash value is moved 
from the fixed interest strategy — or a maturing 
segment — into the indexed interest strategy on the 
sweep date.

Index segment interest period

The period of time between the sweep date on 
which the segment was created and date of the 
segment’s maturity — usually one to two years.

Index segment interest rate

The rate credited to the index segment at its 
maturity. It’s calculated based on the performance 
of the index, and the participation, floor — and cap 
or spread rate.  
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Indexed interest strategy

One or more indexed allocation options credited 
with interest based on the performance of its 
reference index. Multiple strategies with different 
cap rates or reference indexes may be available. 

Multiplier

A separate credit with the potential to increase a 
policy’s cash value. An example of a 15% multiplier 
works like this:  If the index segment interest rate 
credited is 10%, then 10% multiplied by 15% equals 
an additional credit of 1.50%.

Participation rate

The percentage of the reference index performance 
used to help calculate the strategy’s interest 
crediting rate. For example, if the participation rate 
is 100%, then 100% of the actual performance will 
be used, subject to the cap or spread rates.

Persistency credit

An additional credit or cost reduction applied to a 
policy if certain premium payment requirements are 
met in a timely manner.

Reference index

A market index, such as the S&P 500®, 
NASDAQ-100® and Dow Jones Industrial Average®, 
that is measured and used to help determine 
the interest rate credited for an indexed interest 
strategy.

Spread rate

A percentage deducted from the index 
performance rate when no cap rate applies. For 
example, an index performance of 20% minus 
a spread rate of 5% results in a 15% interest rate 
credited for an uncapped indexed interest strategy.

Sweep date

The date when premium is moved (through a 
sweep) from the fixed account into an indexed 
interest strategy. In many cases, the sweep date is 
the 15th of the month.
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This material is not a recommendation to buy, sell, hold or roll over any asset, adopt an 
investment strategy, retain a specific investment manager or use a particular account type. 
 It does not take into account the specific investment objectives, tax and financial condition or 
particular needs of any specific person. Investors should discuss their specific situation with 
their financial professional. 

All guarantees and benefits of the insurance policy are backed by the claims-paying 
ability of the issuing insurance company. They are not backed by the broker/dealer and/or 
insurance agency selling the policy, or by any of their affiliates, and none of them makes any 
representations or guarantees regarding the claims-paying ability of the issuing insurance 
company.

Be sure to choose a product that meets long-term life insurance needs, especially if personal 
situations change — for example, marriage, birth of a child or job promotion. Weigh the costs 
of the policy, and understand that life insurance has fees and charges associated with it that 
vary based on your decisions and characteristics including sex, health, age and tobacco use. 
Riders that customize a policy to fit individual needs usually carry an additional charge.

The “S&P 500” and Dow Jones Industrial Average are products of S&P Dow Jones Indices 
LLC (“SPDJI”) and have been licensed for use by Nationwide Life Insurance Company and 
Nationwide Life and Annuity Insurance Company (“Licensee”). Standard & Poor’s®, S&P® and 
S&P 500® are registered trademarks of Standard & Poor’s Financial Services LLC (“S&P”); 
DJIA®, The Dow®, Dow Jones® and Dow Jones Industrial Average® are trademarks of Dow 
Jones Trademark Holdings LLC (“Dow Jones”); and these trademarks have been licensed for 
use by SPDJI and sublicensed for certain purposes by Licensee. Licensee’s products are not 
sponsored, endorsed, sold or promoted by SPDJI, Dow Jones, S&P or their respective affiliates, 
and none of such parties makes any representation regarding the advisability of investing in 
such products, nor do they have any liability for any errors, omissions or interruptions of the 
S&P 500 and/or the Dow Jones Industrial Average.

NASDAQ® and NASDAQ-100 Index™ are registered trademarks of Nasdaq Inc. (which with its 
affiliates is referred to as the “Corporations”) and are licensed for use by Nationwide Life 
Insurance Company and Nationwide Life and Annuity Insurance Company. The policy has not 
been passed on by the Corporations as to its legality or suitability. The policy is not issued, 
endorsed, sold or promoted by the Corporations. THE CORPORATIONS MAKE NO WARRANTIES 
AND BEAR NO LIABILITY WITH RESPECT TO THE POLICY.

Products are issued by Nationwide Life Insurance Company or Nationwide Life and Annuity 
Insurance Company, Columbus, Ohio.

Nationwide, Nationwide is on your side and the Nationwide N and Eagle are service marks of 
Nationwide Mutual Insurance Company. Third-party marks that appear in this document are 
the property of their respective owners. © 2018 Nationwide

FLM-1198AO (12/18)

Call your insurance 
professional today

Indexed universal life insurance may just 
be the product you’ve been looking for.


