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important information

Information provided should not be construed as investment advice and you should seek professional advice
based on your specific personal circumstances.

Please be advised that this document is not intended as legal or tax advice. Accordingly, any information provided
in this document is not intended or written to be used, and cannot be used, by any taxpayer for the purpose of
avoiding penalties that may be imposed on the taxpayer. The tax information was written to support the promotion
or marketing of the transaction(s) or matter(s) addressed and you should seek advice based on your particular
circumstances from an independent tax advisor.

Life insurance and annuities are issued by AXA Equitable Life Insurance Company (New York, NY), Distributors,
AXA Advisors, LLC (member FINRA/SIPC) and AXA Distributors, LLC. All companies are affiliated and do not
provide tax or legal advice.
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important information

AXA Advisors believes that education is a key step toward addressing your financial goals,
and this material is designed to serve simply as an informational and educational resource.
Accordingly, this material does not offer or constitute investment advice and makes no direct
or indirect recommendation of any particular product or of the appropriateness of any
particular investment-related option. Your needs, goals, and circumstances are unique, and
they require the individualized attention of your financial professional. But for now, take
some time just to learn more.
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General 

§ Most changes take effect January 1, 2018 so will not 
affect 2017 tax returns

§ Business tax changes are “permanent”
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Standard Deduction

§ Pre-Act
• $6,500 for Single taxpayer and $13,000 for MFJ in 2018

§ New Law
• $12,000 for Single and $24,000 for MFJ
• Adjusted for inflation after 2018
• Additional standard deduction for the elderly and blind retained
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Personal Exemption

§ Pre-Act
• $4,150 for 2018, subject to phaseout for higher earners

§ New Law
• Personal Exemption deduction “suspended” by reducing amount 

to zero
• Exemption amount retained in limited cases including for 

qualified disability trusts
§ $4,150 in 2018
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Capital Gains

§ Pre- Act
• 0% rate for 10% and 15% rate bracket taxpayers
• 15% rate for 25%, 28%, 33% and 35% rate bracket taxpayers
• 20% for all others

§ New Law 
• Same concepts but different break points

§ 15% breakpoint - $77,200 for MFJ/$38,600 for Single/$2,600 
for Estates and Trusts

§ 20% breakpoint - $479,000 for MFJ/$425,800 for 
Single/$12,700 for Estates and Trusts
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Traditional IRA 

§ Contributions may 
be tax deductible 

§ Any earnings grow tax 
deferred until withdrawn

§ Taxes generally must be paid on 
any withdrawals

§ Beneficiaries may pay income 
taxes on distributions

Roth IRA 

§ Contributions are 
on an after-tax basis 

§ Earnings grow tax-deferred

§ No taxes paid on withdrawals 
when certain criteria are met

§ Beneficiaries may receive  
distributions without income 
tax if 5 year rule is met

Two primary types of IRAs: Traditional and Roth. 
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additional Roth IRA benefits

§ Easy accessibility to money before retirement 
§ No lifetime RMDs
§ No maximum age for contributions 
§ Beneficiaries may inherit benefits income tax-free
§ Account may not be counted as asset towards certain college 

financial aid
§ Can be used for qualified expenses, such as buying a first 

home, education, certain medical expenses, disability, and/or 
health insurance premiums without paying additional 10% IRS 
penalty

§ Can own in addition to employer retirement plan
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choosing Roth IRA vs. Traditional

§ Age/time horizon – generally Roth preferred for younger savers with longer 
time horizons

§ Roth IRAs are not available for annual contributions for certain higher 
income individuals. 

§ The Roth IRA may be a better choice if you believe your tax rate during 
retirement will be higher than pre-retirement rate.

§ If you have high income now and are eligible for a tax deduction, and you 
expect your tax rate in retirement to be lower, then a Traditional IRA may be 
better.

§ With a traditional IRA, you generally are required to take lifetime 
withdrawals when you reach age 70 ½ - Not applicable with Roth IRA

§ Can have both Roth IRA and Traditional IRA – many people do (total annual 
contribution between them can’t be more than $5,500 for 2015 and 2016).

§ Couples may also want to have both.
§ Consult a qualified tax advisor
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how to set up a Roth

§ Set up individually or through your employer
• Company: Roth 401k, Roth 403b
• Individual: Roth IRA

§ Can contribute to both company retirement account and 
a personal Roth IRA
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Roth IRA investments

Permissible investments for Roth IRAs include but are 
not limited to:

• Stocks
• Bonds
• Mutual Funds/Exchange Traded Funds
• Certificates of deposit (CDs)
• Annuities
• Commodities
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rules for Roth IRA contributions

§ Must be cash

§ Must have earned income for contribution year (but 
money can come from any source)

§ $5,500 limit

§ Must meet income limitation (other than conversion)
§ Spousal IRAs

§ Can be made after age 70 ½ 

§ Annual deadline – April 15
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rules for Roth IRA 
distributions / withdrawals

On Your Principal:

Can take out principal (original contributions) without tax 
penalties or taxes at any time.
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rules for Roth IRA 
distributions / withdrawals 

On Your Earnings:

Taxable as ordinary income, 
and subject to 10% tax penalty

Was there a “qualifying 
reason” for the distribution?

Have you satisfied 
the 5-Year Rule?

Do you meet 
one of the exceptions 

to the 10% tax 
penalty?*

Yes

Yes

YesNo

No

No

Taxable as ordinary income, 
not subject to 10% tax penalty

Tax Free,
Penalty Free



GE-110318 (02/16) (Exp. 02/18)

20

“qualifying” reasons for distributions 

§ You are age 59½ or older. 

§ You are disabled. 

§ It is made to your beneficiaries after death. 
§ You use the money to purchase a first home; up to 

$10,000 lifetime from all IRAs (Roth IRA and Traditional 
IRA). 
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how does the 10% penalty work? 

More Exceptions:
§ Unreimbursed medical expenses that exceed a certain 

level of your adjusted gross income based on tax law. 

§ You are paying medical insurance premiums after losing 
your job. 

§ Qualified higher education expenses. 

§ Qualified reservist or disaster recovery assistance 
distribution. 
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who should consider 
opening a Roth IRA?

§ Young individuals under the income limits – with or 
without company retirement plans.

§ Those that will potentially be in higher or equal tax 
bracket in retirement

§ Self-employed (under income limits)
§ Non-working spouses
§ Retired individuals with earned income
§ Minors who have earned income
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advantages of starting early 

Age Years 
Until 65

Monthly
Contribution

Total 
Contribution Growth* Total Value

25 40 $189 $90,905 $409,095 $500,000

30 35 $276 $115,920 $384,070 $500,000

35 30 $407 $146,689 $353,311 $500,000

40 25 $614 $184,090 $315,905 $500,000

45 20 $954 $229,023 $270,977 $500,000

50 15 $1,568 $282,299 $217,701 $500,000

*Chart assumes a hypothetical 7% growth for illustrative purposes. These figures are not intended to indicate the performance of any 
specific investments. Taxes and fees were not taken into consideration.  Rates of return will vary over time, particularly for long-term 
investments.  Investments offering the potential for higher rates of return also involve a higher degree of risk.  Actual results will vary.

Hypothetical Example
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Roth IRA conversions

§ Benefits 
• May eliminate future income taxes on IRA, no matter how 

large it grows.  
• Removes money from your estate (in the process of 

paying income taxes generated by conversion)
§ Drawbacks

• Taxable portion must be included in gross income.
• May push you into higher tax bracket in year of conversion

§ Easy Process
• Your Roth IRA provider takes care of the transfer for you. 
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Roth IRA conversions

§ Retirement plans include: 
• Traditional IRA
• SEP IRA (rollover distribution)
• Simple IRA after two years (rollover distribution)

§ Employer sponsored retirement plans include: 
• 401(k)
• 403(b)
• 457(b) Governmental plan
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is a Roth IRA conversion 
right for you?

Probably, if:
§ You expect your tax rate to be higher in retirement.
§ If you have cash available outside the plan to pay for taxes.
§ If you think the account value will rise substantially.
§ If the current value has shrunk. 
§ If your income is low for this year.
§ If you expect to not have to take distributions for many years or 

maybe never.
§ You simply want to help the next generation – eliminate their tax 

burden (estate planning). 
§ You can make partial conversions (can keep your tax bracket down 

in year of conversion).
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a financial professional can help

A financial professional has the experience and 
know-how to:
• Develop a strategy to help you meet your retirement goals and 

objectives 
• Provide objective, unemotional advice and answers to your retirement 

questions – especially during crises. 
• Recommend appropriate investment products from thousands of 

choices  
• Help minimize the bite of taxes
• Review your situation regularly, ongoing check-ups 
• Refer you to other necessary professionals – Estate Planning attorneys 

and accountants
• Reduce your stress and save you time
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conclusion: 
key points to remember

§ Always ask if there’s a Roth savings alternative.
§ Consult a qualified tax advisor on whether to choose a 

pre-tax or after-tax (Roth) contribution. Could be both 
between couples.

§ Start early!
§ Talk to a financial professional!
§ Review your financial situation regularly.
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thank you 
for joining us today


