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The debate between traditional retirement accounts and 

Roth IRAs is a persistent one, each with its own 

advantages and drawbacks. However, recent studies and 

financial analyses are shining a new light on this topic, 

suggesting that traditional retirement accounts may be 

exhausted faster than their Roth counterparts. 

Traditional vs. Roth Retirement Accounts

Traditional retirement accounts, such as 401(k)s and 

traditional IRAs, allow individuals to contribute pre-tax 

income, which then grows tax-deferred until 

withdrawals begin, typically in retirement. Upon 

withdrawal, the funds are taxed as ordinary income.

Roth IRAs, on the other hand, are funded with after-tax 

dollars. The contributions grow tax-free, and 

withdrawals in retirement are also tax-free (provided 

certain conditions are met)..

The Impact of Required Minimum Distributions

One of the primary reasons traditional retirement 

accounts may run dry faster lies in the Required 

Minimum Distributions (RMDs).  Owners of traditional 

retirement accounts are mandated to start taking RMDs, 

which are calculated based on the account balance and 

the account holder's life expectancy.  RMDs must begin 

at age 73 (born between 1951 and 1959) or at age 75 

(born 1960 or later).

These RMD withdrawals are subject to ordinary income 

tax, which can significantly reduce the account balance 

over time, especially if the withdrawals exceed the 

account's earnings rate.

Roth IRAs, by contrast, do not have RMDs during the 

account owner's lifetime, allowing the funds to continue 

growing tax-free potentially for decades longer, 

providing a significant advantage in terms of account 

longevity.
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Tax Rate Variability and Its Consequences

Another factor contributing to the faster depletion of 

traditional retirement accounts is the variability of tax 

rates. Contributions to traditional accounts are made 

pre-tax, with the assumption that the account holder 

will be in a lower tax bracket during retirement. 

However, this may not always be the case, especially if 

the retiree has multiple income sources or if tax rates 

rise over time. Higher-than-expected tax rates on 

withdrawals can lead to faster account depletion.

Roth IRAs provide a hedge against this uncertainty. 

Since withdrawals are tax-free, Roth account holders 

are insulated from future tax rate increases, making 

their retirement funds more predictable and potentially 

more enduring.

Investment Growth and Withdrawal Strategies

The tax-free growth of Roth IRAs can also contribute to 

their longevity compared to traditional accounts. Since 

Roth withdrawals do not add to taxable income, 

individuals may have more flexibility in managing their 

income streams in retirement, potentially leading to 

more efficient investment growth and withdrawal 

strategies.

Navigating Retirement Planning

Given these insights, individuals planning for retirement 

should consider their expected tax situation in 

retirement, their income needs, and the potential for tax 

law changes. Diversifying retirement savings across 

both traditional and Roth accounts can provide 

flexibility and a hedge against future tax uncertainties.
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