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The old adage “the only constant is change” rang true this past month with Principal Financial 

Group announcing its plans to discontinue new sales of life insurance and fixed annuities to all 

retail customers by the end of the third quarter of this year. According to a press release, the 

company said it would regroup itself around retirement plans and life insurance sold as part of 

employer-sponsored benefit plans, like deferred compensation and other incentive programs. 

 

Over the last few years, several carriers have opted to exit business lines or sell all or part of their 

life insurance business. The reasons range from the negative impact of sustained low interest rates 

on bond yields to new accounting standards that have led to big increases in the reported value of 

liabilities on carriers’ balance sheets. 

 

Life insurers earn much of their profit by investing customers’ premiums in bonds until claims 

come due. While U.S. interest rates are up from the depths of 2020 when the Covid-19 pandemic 

was rapidly spreading, more insurers have thrown in the towel on product offerings highly 

dependent on interest income. The pace of divestitures picked up last year. 

 

In 2017, MetLife diverted much of its U.S. retail life-insurance operations into Brighthouse. In 

January, Voya Financial Inc. closed on the sale of substantially all of its individual life-insurance 

business to Resolution Life Group Holdings Ltd.  

 

What should you do if you purchased life insurance at Principal? In my experience, the changes 

raise service questions and policy performance concerns. Will service levels decline? Will 

interest rates or dividends decline? Will expenses be increased? Will there be changes in mailing 

addresses or billing notifications? These answers will become evident over time, but it could be 

many years after the carrier announcement. For those with guaranteed universal life policies, it 

will be critical to monitor premium payments to ensure timely receipt of premiums. For those 

with non-guaranteed contracts, like variable universal life, we would advise modeling coverage 

using more conservative earnings assumptions. That said, it is unlikely that clients who own non-

guaranteed contracts will see any significant changes or disruption since these products are less 

sensitive to interest rate movements or the new accounting standards. Principal said, “it will 

continue to support business owners and key executives, allowing for an even sharper focus on 

the business market and products with limited interest rate exposure.” 

 

We will be getting in touch with each client who has a Principal life policy to review this recent 

development. Through our robust policy management service, we can help ensure that each 

client’s life insurance policy stays on track and achieves its intended purpose. 

SUMMER      2021 

https://www.wsj.com/articles/breaking-from-metlife-brighthouse-has-a-tough-task-selling-insurance-1501934401?mod=article_inline
https://www.wsj.com/market-data/quotes/VOYA

