
Ten Thought Provoking Ideas on What to Do with Your Required 

Minimum Distributions (RMDs) 

 

1 
 

As you may or may not know, Congress (the opposite of progress) extended the 

age for RMDs from 70 ½ to age 72 starting in 2020. That’s good news for those 

who want to continue to defer taxes another year or so. 

So, what exactly should you do with the money you receive from your RMDs each 

year? Great question. 

Before I offer you some suggestions, it’s important to determine how much you 

will be required to take out. According to the most current IRS distribution 

worksheet, a 72 year old must withdraw about 3% from their retirement funds 

based on the December 31st balance from the previous year. 

In other words, if the sum total of all your retirement funds was $100,000 on 

December 31st, you will need to take out around $3,000 the following year. If your 

year-end balance was $250,000, you’ll need to take out around $7,500 the 

following year. Your distribution on a half million-dollar retirement account would 

be $15,000 and $30,000 on a one-million-dollar portfolio, got it? 

Now that we have completed the math, let’s take a look at some of the creative and 

interesting ways to best use your retirement funds. 

1. REINVEST YOUR DISTRIBUTIONS 

Consider reinvesting your funds in tax-free municipal bonds or a tax-

deferred annuity. Both are relatively safe investments and can provide tax 

advantages for you and your family. They can also provide monthly or 

quarterly income if you need it. 

2. FUND A ROTH OR TRADITIONAL IRA 

You can contribute up to $7,000 per year, per spouse as long as one of you 

still has earned income. Roth IRAs grow tax-free. Traditional IRAs grow 

tax-deferred and may also be tax-deductible1, therefore reducing your 

income tax liability. 

3. PAY DOWN YOUR DEBT 

Pay off your mortgage or equity line of credit.  

Pay off your credit cards 

Pay off any auto loans  

 
1 Depending on your income 
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My guess is that the interest rate you are paying for any debt obligations you 

have is higher than what banks are offering on savings accounts or CDs. It’s 

simple math – pay them off. 

 

4. USE YOUR RMD TO PAY FOR LONG TERM CARE INSURANCE 

 

There is a very high likelihood that at least one spouse could end up in an 

assisted living facility, need in-home care or a nursing home. The current 

average cost of a nursing home is anywhere from $60-$90k per year, 

depending on where you live. A prolonged stay can potentially wipe out 

your savings and investments! 

 

We insure our homes, our cars and our lives, shouldn’t we insure our life 

savings? The best way to do so is by protecting ourselves against the high 

cost of a nursing home stay, by purchasing long-term care insurance. 

 

There are alternatives to buying a long-term care insurance policy. For 

example, the IRS will allow you to exchange (under section 1035) an older 

life insurance policy (if you qualify medically) to a newer policy with long-

term care benefits. You can also exchange an older life insurance policy to 

an annuity with a long-term care rider without any medical requirements. 

Another option is to exchange an annuity that doesn’t have a long-term care 

rider to one that does. By taking advantage of any of these upgrades you can 

help protect your nest egg against being wiped out by a lengthy nursing 

home stay. 

 

5. HOME IMPROVEMENTS, ADDITIONS AND UPGRADES 

 

It’s not a bad idea to enhance the value of your home with retirement money 

you must take at age 72. Updating a kitchen or putting an addition on your 

home can turn out to be a good investment2. 

 

 
2 Your wife told me to write this! 
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6. GIFT YOUR RMD TO YOUR CHILDREN OR GRANDCHILDREN 

Under current law you can give up to $15,000 to each of your kids or 

grandkids as a tax-free gift. It’s a great way to keep them close to you! 

 

7. TRAVEL 

How does a family reunion on a cruise ship sound? What a great way to 

spend quality time with a captive audience. They will, no doubt, remember 

the experience for years to come.  If spending a week on a ship with the 

whole family sounds a bit stressful, why not head to Hawaii or the Amalfi 

Coast in Italy with your sweetheart and take that vacation you’ve always 

been dreaming about? 

 

8. DONATE YOUR RMD 

 

This can make a lot of sense for many reasons. First and foremost, the 

charity or church will really appreciate your donation. Most non-profit 

organizations run on very tight budgets. Secondly, you might be able to save 

a bundle on your taxes. As you know, you will have to pay state (if 

applicable) and federal income taxes on your RMD. By donating them, you 

get an off-setting deduction if you itemize on your tax return. You get to 

reduce your tax liability and feel good about helping others! What’s better 

than that? 

 

9. PAY FOR YOUR GRANDCHILDREN’S COLLEGE TUITION 

Why not use your RMDs to fund a 529 college savings plan for your 

children’s children? The money grows tax-free if used for higher education. 

Your kids will thank you for helping them shoulder some of their financial 

burdens. The current average cost of a private university is around $45k per 

year in the good old USA. That’s an incredible amount of money to spend 

for a four year degree, almost $200k! Your grandkids will have something 

very tangible to remember you by. 
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10.  Leave a legacy 

 

A lot of my investment clients have a desire to leave a legacy to their family, 

church, or favorite charity. One of the most cost-effective ways to do so is 

through the purchase of life insurance. One of the easiest ways to pay the 

premiums is from your RMDs. Here’s two of the biggest reasons for 

considering this strategy: 

1. The proceeds from life insurance goes to your heirs completely 

100% tax-free. That’s a very big deal! 

2. A fairly healthy 72 year old can buy a $100,000 life insurance 

policy for around $2,000 - $3,000 per year, depending on the type 

of policy. 

Think about the numbers for a couple of minutes. By buying a life insurance 

policy, your beneficiaries will receive the $100k tax-free death benefit 

immediately. On the other hand, you would have to live to age 105 for your 

heirs to receive the same amount of money by giving them $3,000 per year 

from your RMDs. Do the math – it’s a no brainer. What a great way to 

leverage your RMDs, what a great return on investment. 

 

So, there you have it. Ten great options on how to best use your Required 

Minimum Distributions. Choose wisely – once they’re gone – they’re gone. 

Want to know more? Visit GreatInvestor.org and check out our FREE financial 

newsletter or visit Amazon to purchase my latest book, How to Be a Great 

Investor. 

Please like and share us on Facebook  

Enc. Resource page and disclaimers 

 

 

 

https://greatinvestor.org/
https://www.amazon.com/How-Great-Investor-Investment-Techniques-ebook/dp/B086WCJWLM/ref=sr_1_3?dchild=1&keywords=how+to+be+a+great+investor&qid=1588710698&sr=8-3
https://www.facebook.com/Great-Investor-201860620691284/
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WHY I LIKE RETIREMENT! 

 

QUESTION: How many days in a week? 

ANSWER: 6 Saturdays, 1 Sunday 

 

QUESTION: When is a retiree’s bedtime? 

ANSWER: Two hours after falling asleep on the couch. 

 

QUESTION: How many retirees does it take to change a lightbulb? 

ANSWER: Only one, but it might take all day. 

 

QUESTION: What’s the biggest gripe of retirees? 

ANSWER: There is not enough time to get everything done. 

 

QUESTION: Why don’t retirees mind being called Seniors? 

ANSWER: The term comes with a 10% discount 

 

QUESTION: Among retirees, what is considered formal attire? 

ANSWER: Tied shoes. 
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DISCLAIMER 

 

The financial information provided in this article is for informational purposes only and not for 

the purpose of providing specific financial advice. Investing carries the risk that you can 

potentially lose part or all of your money. Investors must independently and thoroughly research 

and analyze each and every investment prior to investing. Use of the information contained in 

this article does not create any financial advisory relationship with us. We are not responsible 

for your use or misuse of the educational material presented or any consequences thereof. You 

should contact a qualified financial advisor to obtain advice with respect to any specific 

financial investing questions or concerns. Pursuant to IRS circular 230, any tax advice provided 

in this article may not be used to avoid tax penalties or to promote, market, or recommend any 

matter herein. The author expressly disclaims liability for any direct, indirect, incidental, 

special, or consequential damages or lost profits that result directly or indirectly from the use of 

the material herein. Always use caution and wisdom before investing. 
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GREATINVESTOR.ORG RESOURCE PAGE 

 

PODCASTS 

• Women and investing  

• Stock and the Stock Market 

• Investing 

• Annuities 

• Mutual Funds 

• Getting Your Financial House in Order 

• How to Get Sound Investment Advice 

• Bonds 

• Exchange Traded Funds 

• Asset Allocation  

• Real Estate Investment Trusts 

• Behave Yourself 

• Long Term Care 

• What Ever Happened to the Promised Land? 

• Ramsey vs. Reality 

• How to Be a Great Investor 

• 6 Ways to Increase Your Monthly Income and 5 Ways to Lower Portfolio Taxes 

• Retirement Planning 

• Timeless Principles to Become a Better Investor 

 

FREE DOWNLOADS 

• 20 Most Common Mistakes Retirees Make ----and How to Avoid Them 

• The Women, Money + Power study 

• Balancing God’s Checkbook 

• Investing 101 

• Retirement Money Deserves a Good Home 

• What My Family Should Know 

• 31 Timeless Principles for Investing Success 

• Common Sense Principles for Achieving Financial Independence 

• 20 Practical and Easy Ways to Save Real Money 

• A Retirees Guide to a Secure and Worry-Free Retirement 

• The Bible and Investing 

• 6 Ways to Lower the Taxes on Investment Portfolios 

• God is in the Multiplication Business 

• 6 Ways to Increase Your Monthly Income 
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• A Critique on Primerica 

• Ten Thought Provoking Ideas on What To Do With Your Required Minimum 

Distributions 

• A Dave Ramsey Manifesto 

• Blogs 

• Financial newsletters 

• Risk analysis 

• Financial tools  

• Investment Recovery Service 

 

BOOKS 

     How to Be a Great Investor – Investment Techniques for Christians 

 

 

 

 

 

 

 

 


