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Succeeding in retirement starts with taking the time to imagine 
where you want to go and planning how to get there. 

Investing in an Individual Retirement Arrangement (IRA) may be a 
sensible way to invest for retirement. An IRA can help you create 
meaningful retirement assets and ensure your financial security 
throughout retirement.



1

It is never too soon to begin planning for a secure future. 
The best time to begin is right now. Your financial 
professional can help you clarify your retirement goals, 
inventory your assets, estimate your retirement  
expenses and identify any income gaps. 

This information can be used to tailor a 
strategy that reflects your risk tolerance, time 
horizon and unique situation. 

This analysis starts with the understanding that 
to retire confidently, you’ll need a diversified 
retirement portfolio that addresses:

Predictable income that is secure — no 
matter what happens in the market.

Access — a source of liquid assets for 
those times when life changes and you 
need flexibility. 

Growth opportunities — so you can 
continue accumulating the assets 
you’ll need to sustain your lifestyle 
throughout retirement.

One of the most important steps in 
establishing a sound retirement income plan is 
to identify the sources of predictable income 
that may be available to you in retirement. 
Predictable income is the foundation of your 
strategy. This is income that you will need 
to pay for necessary living expenses such as 
housing, food, utilities, healthcare and more.

A different kind of planning

GROWTH

ACCESS PREDICTABLE
INCOME

S O U N D  R E T I R E M E N T  S O L U T I O N S

The final determination of the expenses that 
you believe are “necessary” is up to you. But 
no matter how you define your “necessary 
expenses,” you will need a secure source 
of predictable income to pay for them. An 
Individual Retirement Arrangement, or 
IRA, can help you prepare for your future 
income needs. 
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You can open a traditional IRA whether or not you are covered by any other retirement plan. 
However, your ability to deduct any or all of your contributions may be limited if you (or your 
spouse, if you are married) are covered by a retirement plan at work and your income exceeds 
certain levels.

How much can be contributed to a traditional IRA?
The contribution limit to a traditional IRA in 2018 is the lesser of:

• $5,500 or 100% of your taxable compensation for the year —  
if you are under age 50. 

• $6,500 or 100% of your taxable compensation for the year —  
if you will be age 50 or older in 2018.

Tax-deductible contributions

1 There is no additional tax-deferral provided when an annuity contract is used to fund a tax-qualified retirement plan. 
Investors should only buy an annuity contract for the annuity’s additional features, such as lifetime income payments and 
death benefit protection.

A traditional IRA offers tax deferral, and that can help you make the most of your retirement 
savings. When you invest in a traditional IRA, you won’t pay taxes on any accumulated gains, interest 
or dividends until the money is withdrawn — leaving more money to benefit from compound 
earnings. If you don’t withdraw your funds until after retirement, you may find yourself in a lower 
tax bracket, which may reduce the amount of total taxes you’ll owe.1

Who is eligible?
You are eligible to contribute to a traditional IRA if you meet two requirements. You must have 
earned income and be younger than 70½. You may make IRA contributions regardless of whether 
the contribution is tax deductible. 

Traditional IRAs and tax deferral
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MODIFIED ADJUSTED  
GROSS INCOME 

For most taxpayers, the MAGI is 
the amount of adjusted  

gross income as figured on  
their federal income tax return. 

T R A D I T I O N A L  I R A  D E D U C T I B I L I T Y

Filing Status MAGI2 Allowable Deduction

Single/head of 
household

$63,000 or less A full deduction, up to the amount of 
your contribution limit

More than $63,000,  
but less than $73,000 A partial deduction3

$73,000 or more No deduction

Married, filing  
jointly or qualifying 
widow(er)

$101,000 or less A full deduction, up to the amount of 
your contribution limit

More than $101,000,  
but less than $121,000 A partial deduction3

$121,000 or more (combined) No deduction

Married, filing 
separately

Less than $10,000 A partial deduction3

$10,000 or more No deduction

2 MAGI is determined before reduction for any IRA deductions.
3 The deduction for contributions you make to a traditional 

IRA is reduced (phased out) if your MAGI falls within the 
ranges indicated. 

Are traditional IRA contributions tax deductible?
Factors that determine whether or not you can deduct your traditional IRA contributions include 
your federal income tax-filing status and whether you (or your spouse) have a retirement plan where 
you work. The IRS also uses your modified adjusted gross income (MAGI) to determine whether you 
qualify for a full deduction, a partial deduction or no deduction. 

The chart below shows deductibility limits for individuals who are covered under an employer-
sponsored plan. If you are not covered, but have a spouse who is, please consult IRS Publication 590 
for deductibility limits. The income ranges shown are based upon 2018 federal income tax-filing status.
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Another advantage of using an IRA to help fund your retirement savings is the power of tax 
deferral.1 By investing in a tax-deferred IRA, you do not pay taxes on any accumulated gains, 
interest or dividends until the money is withdrawn. This creates the potential for assets to increase 
faster than in a comparable taxable investment account, where earnings are taxed each year. 
Many people find themselves in a lower tax bracket after retiring. If your tax bracket is lower when 
you make withdrawals, that can lessen the total amount of taxes you will pay (assuming you wait 
until after age 591⁄2).

The power of tax deferral

4 This hypothetical example helps demonstrate the advantage of tax deferral and not the actual performance of a 
specific product or its investment options. It assumes a 24% federal income tax rate, assessed annually on the “Taxable” 
investment and on the lump sum distributed at the end of 25 years on the “IRA After Taxes” investment. Note: Lower 
maximum tax rates on capital gains and dividends would make the investment return for the “Taxable” investment 
more favorable, thereby reducing the difference in performance between the investments shown. Please consider 
your personal investment horizon and income tax brackets, both current and anticipated, when making an investment 
decision. Taxable withdrawals are subject to ordinary income tax and, if made prior to age 59½, may be subject to an 
additional 10% federal income tax.

T H E  P O W E R  O F  TA X  D E F E R R A L 4

Here’s how a hypothetical $100,000 investment would grow at 6% over a 25-year period, 
assuming a 24% income tax bracket.

IRA IRA After Taxes Taxable

$304,887$326,182

$429,187
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Accessing income  
during retirement
IRAs are designed specifically for retirement. 
For that reason, you may begin taking 
withdrawals from your traditional IRA after 
age 59½ without paying an additional 10% 
federal income tax.

Withdrawals are taxed as ordinary income 
in the year distributed. If you were not 
able to take a deduction when you made a 
contribution, a portion of your withdrawal 
will be returned tax free.

Early withdrawals
If you take a withdrawal before age 59½, 
you will pay ordinary income taxes as well 
as an additional 10% federal income tax. 
Section 72(t) of the tax code defines the 
circumstances under which the early  
withdrawal penalty does not apply. 
These include:

• First-time home buyer — Distributions 
taken, up to a maximum lifetime limit of 
$10,000, as a qualified first-time home 
buyer distribution.

• Higher education expenses — 
Distributions taken to pay the 
qualified higher education expenses 
of you, your spouse, your child or 
your grandchild attending an eligible 
educational institution.

• Medical expenses — Distributions taken to 
pay for certain medical expenses in excess 
of 7.5% of your adjusted gross income.5

• Disability — Distributions made on or after 
you become totally or permanently disabled.

• Death — Distributions made to your 
beneficiary or estate after your death.

• Substantially equal periodic payments — 
Distributions taken as part of a series of 
substantially equal periodic payments over  
your life expectancy (or the life expectancies  
of you and your designated beneficiary).

It is best to seek the advice of a tax professional 
when taking a withdrawal prior to age 59½. 

Required Minimum 
Distributions (RMD)
The IRS requires that you withdraw at least a 
minimum amount — called a required minimum 
distribution — from your retirement accounts 
annually, starting the year you turn age 70½.

The first RMD payment can be delayed until 
April 1 of the year following the year in which 
you turn 70½. For all subsequent years you 
must take the RMD by December 31.

If you delay taking your first year RMD until 
April 1 of the following year, you will be required 
to take two RMD payments that year.

TRADITIONAL IRAs OFFER

• Tax-deductible contributions for 
certain investors

• Tax-deferred growth potential

5 The Tax Cuts and Jobs Act reduces the 10% limit to 7.5% for 2017 and 2018 only. Beginning January 1, 2019, the 10% 
threshold applies to all taxpayers.
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6 You may make contributions to both traditional IRAs and Roth IRAs established for your benefit, but your Roth contribution 
limit will be reduced by any contributions made for the year to all IRAs other than Roth IRAs. Contributions under a SEP or 
SIMPLE IRA plan do not affect this limit.

7 MAGI is determined before reduction for any IRA deductions.

A Roth IRA works differently than a traditional IRA and provides different benefits. First, 
contributions to a Roth IRA are never tax deductible. Contributions are made with after-tax dollars. 
Another difference is that you may continue making contributions to a Roth IRA after age 70½. You 
can leave amounts in your Roth IRA for as long as you live; however, your designated beneficiary 
will be subject to RMD requirements on the amount inherited. Once certain IRS requirements are 
met, the contributions and earnings from a Roth IRA are federal income tax-free when withdrawn, 
allowing you to keep more of your money for retirement.

Who is eligible?
You must have earned income to contribute 
to a Roth IRA. In addition, you must meet the 
income limits shown below.6

How much can I contribute 
to a Roth IRA?
Your ability to contribute to a Roth IRA is 
determined by your taxable compensation 
for the year. In years 2015-2018, your annual 
contribution limit is generally the lesser of: 

• $5,500 or 100% of your taxable 
compensation for the year — if you are 
under age 50 

• $6,500 or 100% of your taxable 
compensation for the year — if you are 
age 50 or older

Roth IRAs — the tax-free advantage

If your MAGI exceeds IRS limits, the amount 
you can contribute to a Roth IRA may be 
reduced or you may be ineligible to make a 
Roth contribution.7

The following chart shows the allowable 
income limits that the IRS uses to determine 
Roth contribution eligibility. The income 
ranges shown are based upon your federal 
income tax-filing status.

Note: Income limits do not apply to Roth IRA 
conversions. For more information about 
Roth IRA conversions, please talk to your 
financial professional.
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R OT H  I R A  E L I G I B I L I T Y  F O R  2 0 1 8

Filing Status MAGI8 Allowable Contribution6

Single/head of 
household

Less than $120,000 Up to the maximum contribution limit
At least $120,000 but less than $135,000 A reduced amount
$135,000 or more None

Married, filing 
jointly or qualifying 
widow(er)

Less than $189,000 Up to the maximum contribution limit
At least $189,000 but less than $199,000 A reduced amount
$199,000 or more (combined) None

Married, filing 
separately

Less than $10,000 A reduced amount
$10,000 or more None

8 The amount you may contribute to a Roth IRA is reduced (phased out) if your MAGI falls within the indicated ranges. 
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 9 To be eligible for tax-free income, you must have established your first Roth IRA at least five years ago, and you must be at 
least 591⁄2 years old.

 10 This hypothetical example is for illustrative purposes only and is meant to show the advantages of a Roth IRA. It is not 
intended to predict or project investment results. “Roth IRA” represents an income tax-free distribution. In this example, 
the Roth IRA has been held for more than five years and the individual has already attained age 591⁄2. “Taxable Investment” 
results are net of an assumed federal income tax rate of 24% and assumes no distributions. Lower tax rates on capital gains 
would increase the investment, thereby reducing the difference in performance between the two accounts.

Tax-free income
The tax-free feature of Roth IRAs can offer substantial additional savings when compared to 
taxable investments.9

Taxable investment vs. Roth IRA

TA X A B L E  I N V E S T M E N T  VS .  R OT H  I R A 1 0

$631,341

$431,317

Assumptions:
• $5,000 annual investment
• 6% annual rate of return
• Invested from age 30 to age 65
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Qualified vs. nonqualified 
distributions
Keep in mind that distributions from a Roth IRA 
must meet certain criteria to qualify for federal 
income tax-free status. A qualified distribution 
is any payment or distribution from a Roth IRA 
that meets the following requirements:

 1. It is made after the five-year period 
beginning with the first taxable year for 
which a contribution was made to a Roth 
IRA set up for your benefit, and 

 2. The payment or distribution is made:
a. On or after the date you reach age 59½,
b. Because you are disabled, 
c. To a beneficiary or to your estate after 

your death, or
d. As a qualified first-time homebuyer, 

up to a maximum lifetime limit of 
$10,000. 

Taxable income
If you receive a distribution from your Roth 
IRA that does not meet the IRS definition of 
a qualified distribution, part of the withdrawal 
may be taxable. 

To determine whether any portion of a 
distribution is taxable, the IRS has established 
an order in which monies in a Roth IRA are to 
be distributed:

 1. Regular contributions, followed by
 2. Conversion or rollover contributions, 

and finally
 3. Earnings

Withdrawals from earnings are subject to 
income tax and, if made prior to age 591⁄2, may 
be subject to an additional 10% federal income 
tax. Certain rules apply to conversions and 
rollovers. Be sure to consult a tax professional 
when considering Roth IRA withdrawals in any 
of these situations. 

ROTH IRAs OFFER

Tax-deferred growth — This creates the potential for assets to increase  
faster than they would in a comparable taxable investment account.

Tax-free income — After you have held any Roth IRA for at least five years, 
withdrawals made after age 591⁄2 are federal income tax free, including the 
withdrawal of tax-deferred growth.

No RMDs — You will never have to take distributions during your lifetime.

No age limit on contributions — Contributions may continue after age 701⁄2 
for individuals with earned income. 
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11 Chart assumes the applicable requirements for each respective item are satisfied.
12 During your lifetime. After you die, your designated beneficiary would have to meet minimum withdrawal requirements.

Traditional or Roth: Which one is right for you?
The type of IRA that is right for you will depend upon your age and income level as well as your 
personal circumstances. The chart below is a place to start. It provides a comparison of the key 
features for both types of IRA.

T R A D I T I O N A L  I R A  A N D  R O T H  I R A  F E AT U R E S 11

Traditional IRA Roth IRA

Tax-deductible contributions Yes No

Contributions permitted after age 701⁄2 No Yes

Tax-deferred growth of earnings Yes Yes

Tax-free withdrawals9 No Yes

Minimum withdrawals required after age 701⁄2 Yes No12

Income eligibility limits on contributions No Yes
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Guaranteed income  
for life13

Did you know that there are only three types 
of income that are guaranteed for life? They 
are Social Security retirement benefits, an 
employer pension plan (if you’re fortunate 
enough to have one) and annuities (when you 
choose a life annuity option). For this reason, 
annuities can be a compelling vehicle for 
IRA assets.

Types of annuities

Annuities are designed to help you meet 
long-term goals, such as saving for retirement. 
When you are ready, they can transition to 
provide guaranteed income for life or for a 
period of time you choose. Different types of 
annuities address specific needs and individual 
risk tolerances. Depending on the type 
selected, an annuity may help you to:

• Mitigate the risk of outliving your assets.
• Generate a guaranteed income for life or 

for a specific period of time.
• Provide steady income in the form of 

fixed payments.
• Offer income growth potential with 

variable payments.

It’s important to learn more about any annuity 
that interests you because there are significant 
differences among them. Keep these questions 
in mind:

• Would you prefer a fixed, predictable 
income stream or the potential for growth?

• Do you need income to begin immediately, 
or at some time in the future? 

• How important is liquidity? 
• What about death benefit protection? 

Using an annuity for your IRA assets will not 
provide any additional tax advantages, no 
matter which type you may be considering. 
Your decision whether or not to choose 
an annuity should be based upon how well 
the other annuity benefits, such as income 
options or beneficiary protection, meet 
your needs.

Getting started
Whether your retirement dream is to travel, 
spend more time with family or explore new 
activities, a traditional IRA or Roth IRA may 
provide a tax-advantaged way of helping 
you reach those retirement dreams. Talk 
to your financial professional about your 
needs and goals. He or she can help you 
evaluate traditional IRAs, Roth IRAs and 
other options that might help create your 
future retirement income.

13 Guarantees are based upon the claims-paying ability of the insurer.

Annuities and your IRA
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14 Please refer to the traditional IRA and Roth IRA income limit charts on page 3 and page 7, respectively.

 There is no additional tax deferral provided when an annuity contract is used to fund a tax-qualified retirement plan.  
Investors should only buy an annuity contract for the annuity’s additional features, such as lifetime income payments  
and death benefit protection.

Summary
T R A D I T I O N A L  I R A R O T H  I R A

May be appropriate for Individuals who are:
• Eligible to make tax-deductible contributions
• Not eligible to make Roth IRA contributions

Individuals who:
• Make non-deductible traditional IRA contributions
• Seek future federal income tax-free distributions

Eligibility Individuals who:
• Have earned income
• Are under age 701⁄2 

Individuals who:
• Have earned income
• Are married, file jointly and have a MAGI of less  

than $199,000
• File as single or head of household and have a MAGI of 

less than $135,000 
Contribution limits 
(Assumes all income 
requirements are met)14

• Under age 50: The lesser of $5,500 or 100% of your taxable compensation for the year 
• Age 50 or older: The lesser of $6,500 or 100% of your taxable compensation for the year 

Tax-deductible 
contributions

Determined by:
• Federal income tax-filing status 
• Whether you (or your spouse) are covered under an 

employer plan
• Your MAGI 

• Contributions are never deductible.

Tax treatment • Earnings grow on a tax-deferred basis. 
• Earnings are added to taxable income for the  

year distributed.
• Distributions are subject to ordinary income tax and, if 

made prior to age 59½, may be subject to an additional 
10% federal income tax.

• You may not have to pay the 10% additional tax in 
certain situations. It is always best to consult your tax 
advisor to determine whether an exception applies in 
your case.

• Earnings grow on a tax-deferred basis. 
• Qualified distributions are tax free, provided they meet 

IRS requirements.
• Distributions that do not meet IRS requirements are 

taxable and also may be subject to an additional 10% 
federal income tax.

• You may not have to pay the 10% additional tax in 
certain situations. It is always best to consult your tax 
advisor to determine whether an exception applies in 
your case.

Required minimum 
distributions

• Owners must begin RMDs by April 1 of the year 
following the year they turn age 701⁄2.

•  Beneficiaries are also subject to RMD rules.

•  Owners are not subject to RMD rules. 
•  Beneficiaries are subject to RMD rules.

Contribution deadline • Tax return filing deadline (not including extensions). For example, you will have until April 17, 2018, to make your 
2017 contribution.

Advantages • Tax-deferred growth
• Contributions may be tax deductible.

• Tax-deferred growth 
• No RMD during the owner’s lifetime. Upon owner’s 

death, the designated beneficiary must comply with 
RMD requirements. 

• Contributions permitted after age 701⁄2 (for those with 
earned income).

• Qualified distributions are income tax free, provided 
they meet IRS requirements.



Notes:



© 2018 Massachusetts Mutual Life Insurance Company (MassMutual), Springfield, MA 01111-0001.  
All rights reserved. www.massmutual.com.

This material does not constitute a recommendation to engage in or refrain from a particular course of action.  
The information within has not been tailored for any individual.
The information in this brochure is provided as a general overview to investors. It is derived from the Internal Revenue Code, 
Treasury Regulations and IRS Publications. Tax law is complex and subject to change. Please be sure you consult an attorney or 
qualified tax advisor when making decisions regarding these matters. 
The information provided is not written or intended as specific tax or legal advice. Individuals are encouraged to seek advice 
from their own tax or legal counsel.

SOC0394 818  CRN202103-226562-RBDOL-1,2,3,4

Bienenfeld,  Lasek  &  Starr, LLC.

BLS  Wealth Management, LLC.

Bienenfeld Lasek & Starr, LLC.
1000 Corporate Drive

Suite 600
Ft. Lauderdale, FL 33334-3627
Business phone: 954-689-9484

Email: info@blsfinancial.com
www.blsfinancial.com


