
Transferring wealth  
to the next generation
You’ve saved diligently for your retirement, and your hard work has 
paid off. In fact, you may not need all your available income, and would 
rather leave some of it to your beneficiary(ies). The question then 
becomes — what’s the most tax efficient way to transfer your wealth?

Using your annuity to pay life insurance premiums

If you have a deferred annuity, you might consider annuitizing your existing  
contract, or exchanging into a period certain single premium immediate annuity 
contract.1 This exchange is tax-free between annuities. Either of these strategies  
will produce a steady, reliable stream of income2 which can be used  
to purchase and pay premiums on a life insurance policy.

This offers advantages to you and your beneficiary(ies). They benefit by inheriting  
the life insurance policy tax free, whereas an annuity could be subject to both  
estate and income taxes, greatly reducing the value of the inheritance. And you 
benefit by spreading your tax burden over the life of the insurance contract.

Here's how it could work:

Learn more 
Work with your financial 
professional to see if 
annuitizing or purchasing 
a single premium 
immediate annuity to pay 
life insurance premiums is 
the right strategy for you.

1 The Liquidity Rider on the Principal 
Income Annuity will allow one-time 
access to money in the contract if 
you decide you need it.

2 Guarantees are based on the 
claims-paying ability of Principal 
Life Insurance Company.
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