
IRAs: To Convert or Not To Convert?

While there are several kinds of individual 
retirement accounts (like SEP, SIMPLE and 
spousal), IRAs basically come in two flavors: 
traditional and Roth. Both offer features like 
catch-up provisions and tax advantages to 
help build up your nest egg, but they’re far 
from interchangeable – differences in how 
they’re funded, taxed and distributed make 
it imperative you select the right account 
for your particular needs. Let’s look at the 
distinctions between the two and what to 
keep in mind when considering converting 
your traditional IRA to a Roth.

TRADITIONAL IRAs VS. ROTH IRAs 
There are three main distinctions 
between a traditional IRA and a Roth IRA: 
eligibility, contributions and withdrawal 
requirements.

Eligibility. With a Roth IRA, there is an 
income threshold (based on tax filing 
status) you must remain under to even 
be eligible. There are no income-based 

eligibility restrictions with a traditional IRA. 
(Note: If your income makes you ineligible 
to open a Roth IRA, you still have the 
option of opening a traditional IRA and 
then converting to a Roth.)

Contributions. For those whose income 
falls below a specified threshold (based 
on tax filing status and employer 
retirement plan coverage), traditional 
IRAs offer an immediate tax break on 
contributions, allowing you to lower your 
taxable income for the year in which you 
contribute. Roth IRAs do not offer an 
upfront tax break.

Withdrawals. You can withdraw from 
a traditional IRA after age 59½ without 
penalty, but you pay current tax rates on 
the withdrawal. In addition, traditional 
IRAs are subject to required minimum 

distributions (RMDs), so you are obliged   
to start making withdrawals at age 72. For 
a Roth IRA, withdrawals after age 59½ are 

Both Roth and traditional IRAs can help you save for retirement 
while saving on taxes, but which is right for you? And if you have 
a traditional IRA, should you convert to a Roth?

Kim Schultz, CPA, CRPC®, CDFA®
Financial Advisor
Office: 812-428-5106
Email: ksschultz@rwbaird.com
ksschultz.rwbaird.com



IRAs: To Convert or Not To Convert? continued

Find additional fi nancial planning content on BairdWealth.com.

©2021Robert W. Baird & Co. Incorporated. Member SIPC. MC-582611. 

tax-free, so long as you’ve had the account for at least fi ve 
years. Unlike the traditional IRA, there are no RMDs for Roth 

IRAs. 

Simply put, a traditional IRA generally off ers its tax 
advantages upfront, giving you a tax break on your 
contributions. The Roth IRA off ers its tax advantages 
on the distributions, letting you withdraw funds tax-
free. (See Table 1 for a more complete snapshot of the 

diff erences between the two accounts.) Many people 
choose to open a traditional IRA for that exact reason: 
They expect they’ll be in a higher tax bracket when 
they’re working than when they’re retired, and they’d 
therefore receive a greater tax benefi t upfront. That said, 
there can be benefi ts to converting your traditional IRA 
to a Roth IRA, depending on your circumstances.

Please reach out if you or anyone you know 
would benefi t from discussing this topic further.


