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IRA (Individual ReƟrement Account) and Roth IRA Overview 

IRA and Roth IRA are individual reƟrement account structures defined under U.S. federal tax 
law. The government establishes the rules and tax benefits, while the account owner retains 
ownership and ulƟmate control of the account, though investment management or advisory 
services may be delegated to an advisor if desired. 

 

I. Key Advantages of TradiƟonal IRA and Roth IRA 

 TradiƟonal IRA primarily offers pre-tax or tax-deferred benefits. 

 Roth IRA is built around aŌer-tax contribuƟons, tax-free growth, and tax-free qualified 
withdrawals. 

Each account type serves different planning objecƟves depending on income level, tax strategy, 
and life stage. 

 

II. ContribuƟon Rules 

 Annual ContribuƟon Limits 
The government sets an annual contribuƟon limit for IRAs (TradiƟonal + Roth combined). 
Individuals age 50 and older are eligible for catch-up contribuƟons. 

o 2025: 

 Base contribuƟon limit: $7,000 

 Catch-up (age 50+): $1,000 

 Total: $8,000 

o 2026: 

 Base contribuƟon limit: $7,500 

 Catch-up (age 50+): $1,100 

 Total: $8,600 

 Earned Income Requirement 
ContribuƟons are allowed only if the individual has earned income. 

 Income-Based Eligibility (MAGI and Phase-Out Ranges) 
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o TradiƟonal IRA deducƟbility and Roth IRA contribuƟon eligibility are based on 
Modified Adjusted Gross Income (MAGI) and are typically phased out over IRS-
defined income ranges (rather than ending at a single threshold). The IRS 
updates these ranges periodically, and eligibility depends on filing status and 
other factors.  

 TradiƟonal IRA DeducƟbility Phase-Out 
If you (or your spouse) parƟcipate in an employer-sponsored reƟrement plan, the 
deducƟbility of a TradiƟonal IRA contribuƟon may be reduced or eliminated once MAGI 
fall within the IRS phase-out range. 

o 2025 Fully phased out at: 

 Single: $89,000 

 Married filing jointly: $146,000 

o 2026 Fully phased out at: 

 Single: $91,000 

 Married filing jointly: $149,000 

 Roth IRA Direct ContribuƟon Income Limits 
Direct Roth IRA contribuƟons may be reduced or not permiƩed once MAGI fall within 
the IRS phase-out range. 

o 2025 Fully phased out at: 

 Single: $165,000 

 Married filing jointly: $246,000 

o 2026 Fully phased out at: 

 Single: $168,000 

 Married filing jointly: $252,000 

Above these limits, direct contribuƟons are not allowed and in certain situaƟons, Roth 
conversion strategies may be considered; however, such strategies can have significant 
tax consequences and should be evaluated carefully in coordinaƟon with a qualified tax 
professional. 
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Roth IRA and TradiƟonal IRA income limits are based on IRS-defined MAGI phase-out ranges, 
which vary by filing status and may change annually. Current ranges are available on the IRS 
website or upon request. Tax rules are complex and may change. Please consult a qualified tax 
professional regarding your specific situaƟon. 

 

III. FiŌeen-Year Asset Growth IllustraƟon (Age 50 → 65) 

The following illustraƟon is based on assumpƟons and is provided for long-term planning and 
educaƟonal purposes only: 

 ContribuƟons are made annually at the maximum allowable limit 

 ContribuƟon limits are assumed to increase annually at 7.5% 

 Three hypotheƟcal annualized return scenarios are shown: 8%, 10%, and 12% 

 No withdrawals, tax law changes, or behavioral impacts from market volaƟlity are 
assumed 

Year 
ContribuƟon 

Limit 
CumulaƟve 

ContribuƟons 
Account Value 

(8%) 
Account Value 

(10%) 
Account Value 

(12%) 
2025 8,000 8,000 8,640 8,800 8,960 
2026 8,600 16,600 18,619 19,140 19,667 
2027 9,245 25,845 30,093 31,224 32,382 
2028 9,938 35,783 43,234 45,278 47,398 
2029 10,684 46,467 58,231 61,558 65,052 
2030 11,485 57,952 75,294 80,347 85,722 
2031 12,346 70,299 94,651 101,963 109,836 
2032 13,272 83,571 116,558 126,759 137,882 
2033 14,268 97,839 141,292 155,130 170,407 
2034 15,338 113,177 169,160 187,514 208,035 
2035 16,488 129,665 200,500 224,403 251,466 
2036 17,725 147,390 235,683 266,340 301,493 
2037 19,054 166,444 275,116 313,934 359,013 
2038 20,483 186,927 319,247 367,859 425,036 
2039 22,020 208,947 368,568 428,867 500,702 

The illustraƟon does not reflect advisory fees, fund expense raƟos, transacƟon costs, or taxes, 
all of which would reduce returns.
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IV. Important Disclosures 

This material is provided for informaƟonal and educaƟonal purposes only and does not 
consƟtute individualized investment advice. 
The asset growth illustraƟons are based on hypotheƟcal assumpƟons intended solely for 
planning demonstraƟons. All investment strategies involve risk, and actual results may be higher 
or lower than illustrated, including the possible loss of principal.  

Past performance is not indicaƟve of future results. Any investment decision should be made 
based on an individual’s financial situaƟon, risk tolerance, and objecƟves, and with guidance 
from a qualified financial advisor. 
Tax, legal, and immigraƟon maƩers should be reviewed with appropriately licensed 
professionals. Investment advisory services are offered only where permiƩed by applicable laws 
and regulatory requirements. 

Early withdrawals may be subject to taxes and penalƟes prior to age 59½. TradiƟonal IRAs are 
subject to Required Minimum DistribuƟon (RMD) rules beginning at the applicable age under 
current law. Future tax laws, contribuƟon limits, and eligibility rules are subject to change. 


