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Q:  I'd like my money to grow without paying taxes on the earnings.  What do you suggest?
A:  You are in luck as there are many ways to postpone paying taxes on investments.  Note that I say postpone,  and not totally avoid.   There is only one way to totally avoid paying taxes on some of your income, which is the Health Savings Account linked to a high deductible health insurance policy.  This money goes in pretax, grows tax free and is withdrawn tax free as long as used for health care expenses.
Every other method of tax advantaged investing involves paying taxes at some stage.  You either pay taxes up front or when you take the money out at some point.
Let's start with Individual Retirement Accounts.  Traditional IRAs usually involve deductible contributions and tax free earnings growth.  But, you pay taxes when the money comes out at ordinary income rates.  You can make non deductible Traditional IRA contributions, in which case you have paid the tax on the contribution up front.   The earnings grow tax deferred, but are taxed on withdrawals (although you are not taxed on the portion of the withdrawals that came from post tax contributions).  Roth IRA are better deals if you are allowed to have one (there are income limits).  Similar to non deductible Traditional IRA contributions, post tax money is invested, but the growth is never taxed.
Retirement plans such as 401k plans, SEPP IRAs, Keogh plans and Defined Benefit plans are essentially identical to Traditional IRAs when it comes to taxes.  Contributions (from employees or employers) are made pre tax, but the money is taxed on withdrawals. Roth 401k accounts are similar to Roth IRAs in tax behavior.
Whole life insurance allows tax free compounding of excess premiums.  A quirk in the tax laws does allow tax free "loans" from the cash value portion of the policy that may indeed never be repaid.  However, remember the premiums were paid with post tax money, and the life insurance itself is associated with a variety of fees and long term expenses that make it a shaky method of investing.
Deferred Annuities allow money to compound tax deferred.  But they are really just like IRAs with a layer of expenses applied by the insurance company in exchange for the tax deferred wrapper.  You may contribute post tax money that accumulates tax deferred, and then pay taxes on the portion of withdrawals that is earnings.  Or, you may put pretax money (say an IRA for example) into an annuity in which case all withdrawals are taxable.
So, except for Health Savings Accounts or for the earnings on Roth IRAs and 401k accounts there is no tax free lunch.  Don't interpret this fact as a reason not to use these vehicles, as the long term compounding of even tax deferred earnings often makes great sense.
