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Capital Equivalent Value and Capital Equivalent Value Rate of Return 
 
Let’s compare cash flow distributions from a capitalized asset versus any other investment. 
 
Capital Equivalent Value (CEV) – the account value necessary in any other investment to 
distribute an equivalent cash flow in retirement 
 
Let’s assume a couple made ten $100,000 deposits into their capital asset from age 55 – 65 
totaling $1,000,000. They would have annual tax-exempt cash flow distributions in retirement 
(age 66–90) of $65,000. 
 
Since this distribution is tax-exempt, we need to gross it up for taxes. Let’s assume a 30% 
combined federal and state tax rate. 
 
$65,000 / (1-30%) = $92,857 pre-tax distribution 
 
Let’s assume the safe withdrawal rate is 3.0%. (The recent Morningstar report suggests 2.8%.) 
 
The CEV = $92,857 / 3.0% = $3,095,233. Any other investment would need to accumulate to 
$3,095,233 in order to provide the same benefits as the capitalized asset. 
 
Capital Equivalent Value Rate of Return (CEV ROR) – the rate of return necessary to yield the 
Capital Equivalent Value calculated above 
 
In order for any other investment to grow to $3,095,233 depositing $100,000 each year for 10 
years, what rate of return is necessary? 

 
The CEV ROR (the Calculated annual rate of return year-over-year for 10 years) = 16.972%. 
 
This example has not taken into effect investment fees, increased federal or state taxes, taxes 
on Social Security benefits or increased Medicare premiums, all of which will drive that rate of 
return necessary to achieve the same distributions higher. 
 
 

Isn’t it time you discovered how to capitalize your wealth instead of choosing to live off any 
other type of investment during your retirement years? No investment can compare from a 

rate of return perspective and the taxes will eat you alive. 
 


