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Build a secure retirement with an IRA



Retirement means something different to everyone. Some 

people dream of no longer working while others wish to 

continue. Some may pursue a new career path. No matter  

what you have planned, financial independence and the ability  

 

is an important part of retirement that everyone strives for. 

An Individual Retirement Account (IRA) is a good option that can 

help bring your retirement dreams closer to reality.1 An IRA is a 

type of financial account that allows you to accumulate money 

for retirement in a tax-advantaged manner, which may help 

savings to grow faster than they would in a taxable account.  

An IRA by itself, however, is not an investment vehicle. It’s 

actually an account. Think of it as a container that can hold  

any stocks, bonds, mutual funds, or other assets that you  

have been collecting for retirement. 

at a glance

What is an IRA?
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Build a secure retirement 
Individual Retirement Accounts (IRAs) provide an efficient way to  

 

 

can actively fund it2 or use it as a place to consolidate other assets 

that you have accumulated for your retirement.

1 Supplement current retirement savings

 It was once believed that Social Security and employer pension plans would  

make up the majority of one’s retirement income. But many find that these 

 

of retirement income may need to come from your personal savings. 

2 Build retirement assets faster

 3  

which can help your assets grow faster than they would in a taxable account. 

3 Lower your tax liability today and perhaps tomorrow

 The option to defer taxes offers a significant opportunity when saving  

for retirement. In addition to helping you accumulate more money in a  

 

retirement tax advantages.

4 Roth or traditional? It depends on you.

  

start with a solid understanding of the basics. 

security
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Supplement current  
retirement savings
You don’t have to choose just one savings plan

of financial plans or investment vehicles to help you reach your goals: Social 

find yourself wondering which is the best option for you. The good news is that 

beneficial approach.

1

*The amount you need will depend on your personal situation and expenses. Consult a financial professional for guidance.

IRAs 401(k)

Savings

Social
Security

Employer 
Pensions

You may need  

to replace  

80% of your  

pre-retirement 

income in 

retirement.*

A Combination of Several Savings Plans Can Be a Wise Strategy

What is an IRA? 

An Individual Retirement Account (IRA) is a personal savings plan that can help 

you accumulate funds for retirement. Earnings are tax-deferred until withdrawals 

begin.4 This may help savings grow faster than they would in a taxable account. 

that you have been collecting for retirement.
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options
What is Social Security? 

The Social Security program began as a method to minimize poverty among  

 

the 1929 stock market crash and widespread bank failures had destroyed  

the value of many Americans’ retirement savings. While originally designed  

 

 

 

 

average American’s retirement income comes from Social Security payments.5

What is a defined benefit plan? 

A defined benefit plan identifies a specific financial amount that you will be  

amount in the form of monthly payments for life. An employer pension is a  

 

 

retirement. A promise of this magnitude is a sizeable responsibility for an  

 

money for each employee who has received this promise. Defined benefit  

 

why fewer employers are offering them. 

What is a defined contribution plan? 

More and more employers are replacing defined benefit plans with defined  

 

are plans provided by your employer to help you save for your retirement.  

 

Your employer may match a portion of your contributions to the plan. Any money 

so you will not be taxed on the money during the year you earned it. You will be 
6
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Build retirement assets faster
Tax deferral can make a big difference  
to retirement savings

One of the most common and widely accessible investment vehicles for 

retirement is an IRA. There are many benefits associated with this type of 

 

to the balance of your retirement savings. 

example. If you contribute $100 a month for 30 years to an IRA with an 8% annual 

2

Tax-Deferred Assets May Grow Faster
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A potential 

of more than 

$50,000

This hypothetical example illustrates the results of $100 monthly investments for 30 years in a tax-deferred account vs. the same investments taxed at 28%. 
The example assumes an 8% rate of return, compounded annually. These examples are hypothetical and for illustrative purposes only and do not represent 
the performance of an actual investment. An investor’s actual return is not likely to be consistent from year to year, and there is no assurance that similar 
returns will be achieved. Withdrawals from a tax-deferred account are subject to ordinary income taxes, and if made prior to age 59½, may be subject to a 
10% federal penalty tax.
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IRA contributions are subject to annual limits

An IRA is a tax-deferred retirement account that permits individuals to set  

aside money each year up to specific limits.

 

 

and maximize their saving efforts. Children with earned income can contribute 

to an IRA and potentially build their account over several decades. 

Contributions to a traditional IRA may be fully or partially deductible from 

requirements must be met: 

  You must have earned income.

   You must satisfy certain income requirements if you  

are covered by an employer-sponsored retirement plan. 

accumulation

100% Deduction  
Up To

Partial 
Deduction

No 
Deduction

 

Joint Taxpayers

2016 IRA Tax Deduction Limits

Eligibility on deductible contributions is determined by tax filing status and 

income requirements if you are covered by a retirement plan at work. If your 

you may be eligible for a deductible IRA contribution. Consult your tax and 

financial professional for guidance regarding your specific situation. 

deductible contributions on an after-tax basis and still realize the benefits  

withdrawal in retirement will be subject to income taxes. 

Source: IRS.gov.
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Lower your tax liability  
today and perhaps tomorrow
Tax deferral offers significant opportunity 

using an IRA has several tax advantages. 

Deferring taxes means paying less in income tax now…and later

amount owed today. Most people will earn less in retirement than they do while 

what you would pay today.

Reducing taxes now helps increase financial security

 

 

also increasing your take-home pay by lowering your present-day tax bill. 

Avoid annual taxes on dividends, interest, and capital gains

 

income tax rates.

View early withdrawal penalties as a benefit

You must begin taking withdrawals from your IRA by April 1 of the calendar  
8  

a 10% federal penalty tax. Not having access to your money may seem like a  

 

deferred account. The penalty tax safeguards the money in the account for 

retirement9 and helps to maximize the benefits of tax-deferred compounding. 

3



opportunity

State-by-State Guide to Taxes in Retirement

State-by-State Guide to Taxes on Retirees, Kiplinger, October 2015.
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Lower tax states in retirement can add to savings

There are certain “lower tax states” that can help to further minimize your tax 
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choice
Roth or traditional?  
It depends on you. 
Start with the basics

Which is better for you? Consider the following to help you decide. 

4

 Traditional IRA Roth IRA

Who can contribute? You can contribute if you (or your spouse if 

taxable compensation. 

You can contribute at any age if you  

(or your spouse if filing jointly) have taxable  

compensation and your modified adjusted  

gross income is below certain annual 

amounts. 

Are contributions deductible? You can deduct contributions if you qualify. Contributions are not deductible. 

How much can be contributed?
■  
■  Your taxable compensation for the year

What is the deadline to make  

contributions? 

Your tax return filing deadline.

When can money be withdrawn?

Are required minimum  

distributions (RMDs) mandatory?

You must start taking distributions by April 1  Distributions are not required if you are the 

original owner.

Are withdrawals and distributions 

taxable?

Any deduction contributions and earnings you 

withdraw that are distributed from a traditional 

 

you may have to pay an additional 10% penalty 

tax for early withdrawals. 

 

or withdrawal may be taxable. If you are under 

 

additional 10% penalty tax for early withdrawals. 

Source: IRS.gov.



1. Certain IRAs carry restrictions, such as income level or employment status, that may impact your eligibility to participate.

2. All IRAs carry maximum annual contribution levels and penalties for withdrawing funds prior to a designated retirement age. 

3. Contributions to a Roth IRA are made using after-tax dollars. 

4. An additional 10% federal penalty tax may apply for withdrawals made prior to age 59½. 

5. Social Security Administration, 2015. 

6. There are annual limits which will impact how much you can contribute. Consult your financial and tax professional for guidance. 

7. For 2016, the IRA annual contribution limit is $5,500 ($6,500 if you are age 50 or older) or 100% of your compensation, 
whichever is less. 

8. This is known as a required minimum distribution (RMD). Failure to take the RMD will result in a 50% penalty tax on the 
amount distributed. 

9. A 10% early withdrawal penalty tax will be applied to any distribution taken from an IRA prior to age 59½. There are 
instances where this penalty tax does not apply, including unreimbursed medical expenses, medical insurance premiums if 
unemployed, permanent disability, qualified college and education expenses, first-time home purchase, inherited IRA assets, 
and a call to active duty.
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consult your own legal and tax advisors for advice before implementing any plan.

For more information 

 

                                                    mainstayinvestments.com/resources or newyorklifeannuities.com


