
IS IT TIME
TO REFINANCE
YOUR RETIREMENT?
When Refinancing an Annuity Might Make Sense
for Your Protected Income Strategy

WHAT DOES IT MEAN TO 
REFINANCE YOUR 
RETIREMENT?

In the same way, comparing your current annuity
contract to today’s offerings may uncover
solutions with more competitive rates, updated
features, or benefits better aligned with your
current financial goals.

When rates change, you might decide to
refinance your mortgage by replacing
your current loan with a newer one
with better terms.



4 COMMON REASONS PEOPLE CONSIDER REFINANCING
Annuity refinancing is often driven by changing financial needs or the availability of more competitive 
products and rates in today’s marketplace.

1. MORE COMPETITIVE RATES OR REDUCED FEES

As interest rates change over time, older annuity contracts may no longer offer the same growth 
potential or value they once did. Refinancing may allow you to:

• Move into products with stronger guaranteed interest rates, such as fixed annuities
• Lock in more competitive lifetime income payout rates when approaching retirement
• Produce more income with the same dollars, or the same income with fewer dollars,

freeing up assets for other objectives
• Reduce annual fees and simplify contracts so more money remains focused on growth

and income potential

2. NEW FEATURES

Today’s annuity solutions could offer updated features and rider options that weren’t available when 
you first purchased the older contract, such as: 

• Long-term care riders that provide additional support for future care expenses
• Enhanced death benefit features designed to help maximize what beneficiaries receive

3. SHIFTING FINANCIAL GOALS

Over time, major life events and changing financial priorities can impact the role an annuity plays 
within a retirement strategy. Common reasons priorities may shift include:

• Marriage, divorce, or the loss of a spouse
• New children, grandchildren, or estate planning considerations
• Career changes, retirement timing, or evolving income needs
• A change in investment preferences or overall risk tolerance

4. CHANGES IN PAYOUT STRUCTURE

As retirement goals and income needs evolve, the payout structure of an annuity may need to evolve 
as well. Refinancing can provide opportunities to adjust how income is distributed, such as:

• Moving from an individual payout option to a joint income structure designed to continue
payments for a surviving spouse, or moving from a joint income payout structure to one
designed for single income

• Transitioning from a deferred growth strategy into an immediate income stream during
retirement

• Adding guaranteed payout periods or beneficiary-focused features to help support legacy
planning goals
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STEPS TO REFINANCING YOUR RETIREMENT STRATEGY
If you and your advisor determine that refinancing your protected income strategy makes sense for 
your retirement plan, the process may look something like this:

1. REVIEW YOUR CURRENT CONTRACT

Your advisor will evaluate your existing annuity, including rates, fees, riders, guarantees, and income 
features. From there, they can compare available options in today’s market that may offer higher 
income potential or better align with your current goals and needs.

2. EXPLORE A POTENTIAL 1035 EXCHANGE

If refinancing makes sense, you may exchange your current annuity or life insurance contract for a 
new one that better fits your situation.
In many cases, this is completed through a Section 1035 Exchange, which allows assets to transfer 
from one contract to another without creating an immediate taxable event. Your original contract value 
is transferred directly into the new policy, though surrender charges or market value adjustments may 
still apply, depending on the contract. 
You’ll also need to name new beneficiaries on the new contract, making it a good time to review how 
you want your annuity to be passed to heirs.

3. FINALIZE THE NEW CONTRACT

Once the transfer is complete, you’ll review 
and finalize your new contract documents. 
This is an opportunity to confirm that the 
new terms, payout structure, riders, and 
features align with your retirement income 
strategy and long-term financial goals.
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CASE STUDY: WHEN REFINANCING MADE SENSE
Jerry and Sarah purchased their annuity in 2020.  The rate environment had changed significantly 
since then, and they wanted to explore the benefits of the options available today. 
Due to recent life changes, they also wanted an enhanced death benefit. 
After reviewing with their financial professional, they discovered that a new contract could provide a 
7K increase in their annual guaranteed income, as well as a $412,500 death benefit. Even with 
the 6% surrender charge of their old contract, they agreed that the benefits of the new contract 
outweighed the costs in the long run.
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CURRENT CLIENT INSURANCE PLAN:

• $330K surrender value
• $12K annual guaranteed income
• 6% surrender charge

IMPROVED INSURANCE PLAN:

• $330K account value
• $19K annual guaranteed income
• $412.5K enhanced death benefit

THINGS TO EVALUATE BEFORE MAKING A CHANGE
While refinancing can create meaningful opportunities, it’s important to evaluate the trade-offs 
carefully.
For example, your annuity contract may include surrender charges if the policy is exchanged early. 
In certain situations, the potential benefits of the new contract, such as stronger income potential or 
updated features, may outweigh the surrender costs over time. Some insurance companies might 
even offer a bonus to help offset these surrender charges.
It’s also important to consider whether refinancing could impact existing guarantees, riders, or 
benefit structures tied to the original contract. In many cases, moving into a new annuity may restart 
a new surrender charge period. 
When completed through a Section 1035 Exchange or direct transfer, clients can generally transfer 
from one annuity to another without triggering immediate income taxes or IRS early withdrawal 
penalties. But before making any changes, work closely with your financial professional to 
compare both the short-term costs and long-term benefits to determine whether refinancing aligns 
with your retirement goals.



REFINANCE CHECKLIST:
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REFINANCING YOUR RETIREMENT COULD MEAN
SEIZING OPPORTUNITY
Refinancing an annuity can create opportunities to access more competitive rates, updated features, 
or solutions that better align with your current financial goals. However, it’s important to remember 
that refinancing doesn’t always make sense for every situation.
Factors like surrender charges, existing guarantees, tax considerations, and long-term income needs 
should all be carefully evaluated with your financial professional before making any changes.

IS YOUR ANNUITY CONTRACT MORE THAN FOUR YEARS OLD?

HAVE INTEREST RATES CHANGED SIGNIFICANTLY SINCE YOU
PURCHASED YOUR CONTRACT?

HAVE YOUR RETIREMENT INCOME GOALS OR TIMELINE CHANGED?

ARE YOU PAYING FEES FOR FEATURES OR RIDERS YOU NO
LONGER NEED?

ARE NEWER ANNUITY PRODUCTS OFFERING STRONGER RATES
OR BENEFITS?

HAVE YOU EXPERIENCED A MAJOR LIFE EVENT, SUCH AS RETIREMENT,
MARRIAGE, DIVORCE, OR LOSS OF A SPOUSE?

HAVE YOU REVIEWED YOUR ANNUITY CONTRACT WITH A FINANCIAL
PROFESSIONAL RECENTLY?

DOES YOUR CURRENT PAYOUT STRUCTURE STILL ALIGN WITH YOUR
INCOME AND LEGACY GOALS?



SOURCES: 

Annuity.org/annuities/1035-exchange/
Annuitywatchusa.com/refinance-your-annuity/

The information within this document is for educational purposes 
only and doesn't constitute legal, tax, or investment advice. 

Results may vary. Past performance doesn't guarantee
future results. Customers should consult their tax or

legal professional regarding their own unique situation.
Annuity products and their related features, benefits,

and/or guarantees are backed by the claims-paying
ability of an insurance company. Insurance

companies may set limits on the interest rates
they pay on fixed indexed annuities, also
known as interest rate caps. Customers 

should carefully review all product
information with their financial 

professional before purchase.

Mercurio Walker Financial Advisors of Louisville is located at 6603 River Road, Prospect, 
KY 40059. Advisory services offered through American Capital Management (ACM), 

located �at 4222 Grant Line Road, New Albany, IN 47150. All other products and services 
offered through Mercurio Walker Financial Advisors of Louisville.

502-410-3465  |  info@mercuriowalker.com

www.mercuriowalker.com

6603 River Rd Prospect, KY 40059

https://mercuriowalker.com/retirement-refinancing/

