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Money In Motion

Tax Efficiency in Retirement

Will you pay higher taxes in retirement? It’s possible. But that will largely depend on how
you generate income. Will it be from working? Will it be from retirement plans? And if it
does come from retirement plans, it’s important to understand which types of plans will be
financing your retirement.

Another factor to consider is the role Social Security will play in your retirement. When do
you plan to start to take Social Security benefits? If you have a spouse, when do they plan
on taking benefits? It’s critical to answer key Social Security benefits questions so you have
a better understanding of how it will affect your taxable income.

What’s a pre-tax investment? Traditional IRAs and 401(k)s are examples of pre-tax invest-
ments that are designed to help you save for retirement.

You won’t pay any taxes on the contributions you make to these accounts until you start to
take distributions. Pre-tax investments are also called tax-deferred investments, as the
money you accumulate in these accounts can benefit from tax-deferred growth.

For individuals covered by a retirement plan at work, the tax deduction for a traditional IRA
in 2025 is phased out for incomes between $126,000 and $146,000 for married couples fil-
ing jointly, and between $79,000 and $89,000 for single filers." (continue on page 2)

Who's Right on Inflation? Fed, Shoppers, or Investors

Tracking inflation is like herding cats these
days.

Should you believe the monthly updates
from the Bureau of Labor Statistics, what
the Fed says about future prices, or your
own experience at the grocery store?

The answer is maybe a little of all three.

The March Consumer Price Index (CPl) re-
port, which looks
at the past 12

trending higher in 2025 and reaching 3.6
percent in a year.

What about today’s prices? Take eggs, for
example. Wholesale egg prices have fallen,
but you might not see much relief at the
checkout line as a shopper. Confused?
You’re not alone.

The expression “herding cats” means a task
that is exceptionally difficult or frustrating.
That certainly can
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TaX EfHCiency in REﬁ rement (continued from page 1)

Keep in mind that once you reach age 73, you must begin
taking required minimum distributions from a traditional
IRA, 401(k), and other defined contribution plans in most
circumstances. Withdrawals are taxed as ordinary income
and, if taken before age 59%, may be subject to a 10% fed-
eral income tax penalty.

What’s an after-tax investment? A Roth IRA is the most well
known. When you put money into a Roth IRA, the contribu-
tion is made with after-tax dollars. Like a traditional IRA,
contributions to a Roth IRA are limited based on income. For
2025, contributions to a Roth IRA are phased out between
$236,000 and $246,000 for married couples filing jointly and
between $150,000 and $165,000 for single filers.*

To qualify for the tax-free and penalty-free withdrawal of
earnings, Roth IRA distributions must meet a five-year hold-
ing requirement and occur after age 59%. Tax-free and pen-

alty-free withdrawals can also be taken under certain other
circumstances, such as the owner's death. The original Roth
IRA owner is not required to take minimum annual with-
drawals.

Remember, this article is for informational purposes only
and is not a replacement for real-life advice, so make sure to
consult your tax, legal, or financial professionals before mod-
ifying your retirement strategy

Are you striving for greater tax efficiency? In retirement, it
is especially important — and worth a discussion. A few finan-
cial adjustments may help you manage your tax liabilities.
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Three Key Questions to Answer Before Taking Social Security

Social Security is a critical component of
the retirement financial strategy for
many Americans, so before you begin
taking it, you should consider three im-
portant questions. The answers may
affect whether you make the most of
this retirement income source.

1) When to Start? You have the choice
of starting benefits at age 62, 2) claim-
ing them at your full retirement age, or
3) delaying payments until age 70. If
you claim early, you can expect to re-
ceive a monthly benefit that will be
lower than what you would have
earned at full retirement. If you wait
until age 70, you can expect to receive
an even higher monthly benefit than
you would have received if you had be-
gun taking payments at your full retire-
ment age. The decision of when to
begin taking benefits may hinge on
whether you need the income now or
can wait, and whether you think your

lifespan will be shorter or longer than
the average American.

2) Should | Continue to Work? Work
provides income, personal satisfac-
tion, and may increase your Social Se-
curity benefits. However, if you begin
taking benefits prior to your full retire-
ment age and continue to work, your
benefits will be reduced by $1 for eve-
ry $2 in earnings above the prevailing
annual limit (523,400 in 2025). If you
work during the year in which you
attain full retirement age, your bene-
fits will be reduced by $1 for every $3
in earnings over a different annual
limit (562,160 in 2025) until the month
you reach full retirement age. After
you attain your full retirement age,
earned income no longer reduces ben-
efit payments.’

3) How Can | Maximize My Benefit?
The easiest way to maximize your

monthly Social Security benefit is to
simply wait until you turn age 70 be-
fore receiving payments.
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The content is developed from sources believed to be providing accurate information. The information in this material is not intended as tax or legal advice. It may not be
used for the purpose of avoiding any federal tax penalties. Please consult legal or tax professionals for specific information regarding your individual situation. This material
was developed and produced by FMG Suite to provide information on a topic that may be of interest. FMG Suite is not affiliated with the named broker-dealer, state- or SEC-
registered investment advisory firm. The opinions expressed and material provided are for general information, and should not be considered a solicitation for the purchase or

sale of any security. Copyright FMG Suite.
VOLUME 16, ISSUE 1

PAGE 2



