
 

 

 

 

 

Robert W. Baird & Co. Incorporated. Baird does not provide tax or legal advice. Page 1 of 2 

WEALTH SOLUTIONS GROUP 

 

 

 

 

With the everchanging climate in the market today 
as well as recently passed legislation, Roth 
conversions present an opportunity to mitigate taxes 
in retirement. 

 
 

April 2020 

WHAT IS A ROTH CONVERSION? 

A Roth conversion is a strategy that allows you to pay income taxes on some or all your retirement assets today, rather 
than when you withdraw them in retirement. It can be accomplished by converting funds from your Traditional, SEP, or 
SIMPLE IRA into a Roth IRA, and with few exceptions, anyone is eligible to convert, regardless of age or income. 

WHY NOW 

With the everchanging climate in the market today, as well as recently passed legislation, Roth conversions are, a hot 
topic and rightfully so. After over a decade of increasing market valuations, we now see volatility in our investment 
values with many experiencing a significant drop in value of the positions that they own. Based on tax law today, 
converting from a Traditional IRA to a Roth IRA, in kind, can allow for future recovery of the asset to be sheltered from 
future income tax. When a Traditional IRA is converted to a Roth IRA, income tax is assessed on the value of the asset 
on the date of the transfer, which, in today’s market, can potentially result in a lower taxable transaction.  

Additionally, the Tax Cuts and Jobs Act (TCJA), passed in December of 2017, reduced personal income tax rates, 
including the top marginal rate, as well as decreased the number of tax brackets. Effective January 1, 2018, many 
taxpayers are seeing a drop in tax on their last dollar of ordinary taxable income, making today an even better time to 
make a Roth conversion. These lower tax brackets are expected to expire and revert to pre-2018 rates starting in 2026, 
allowing individuals to benefit from these lower rates for a few more years. While the TCJA created additional planning 
opportunities with the lowered brackets, it also made Roth conversions an irrevocable decision. In other words, once a 
Roth conversion is complete, it cannot be undone. This is an important consideration for those looking to shift money 
into the Roth bucket. 

Lastly, The Setting Every Community Up for Retirement Enhancement (SECURE) Act was signed into law in December 
of 2019 and became effective January 1, 2020. This legislation extends the age, at which required minimum 
distributions are required, from 70.5 to 72 (only for those who did not turn 70.5 before 12/31/19). The change in age 
affords those, who would have otherwise been forced to take RMDs from their IRAs and qualified retirement plans, to 
have more time before they are required to take distributions. Additionally, the CARES Act has provided for the 
suspension of 2020 required minimum distributions, thereby allowing the IRAs to recover from the recent decline in the 
market. Both allow us an opportunity to consider doing Roth conversions, creating tax diversity during retirement years.  

 
The combination of market volatility, lowered marginal tax rates, and changes in RMDs, provides a real opportunity for 
Roth conversions and furthers its impact in the long run.  
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WHO ARE CANDIDATES FOR LEVERAGING THIS OPPORTUNITY? 

Conversions can make sense if the IRA owner expects to be in the same or a higher tax bracket in retirement. Good 
candidates for Roth conversions tend to be diligent young savers who expect their incomes to climb over the years and 
older people whose tax bills could jump when they start taking required minimum distributions. It can also be attractive if 
you are seeking to leave an income tax-free legacy to your heirs. 

 

NEXT STEPS 

To discuss Roth IRA conversions further, please contact your Baird Financial Advisor. 

  


