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Roth Contributions: Pros and Cons

Roth contributions are made with after-tax dollars, meaning you pay taxes on the contributions now
rather than when you withdraw the funds in retirement. While this may increase your taxable income in
the short term, it can provide significant tax advantages in the future:

Advantages Disadvantages During Higher Earning Years

Tax-Free Growth: Earnings on Roth Higher Immediate Tax Liability: Since Roth contributions
contributions grow tax-free, and qualified are made with after-tax dollars, contributing during high-

withdrawals in retirement are also tax-free. | earning years means you’ll pay taxes on the contributions
at your current (likely higher) tax rate.

Tax Diversification: Having both pre-tax Reduced Take-Home Pay: Paying taxes upfront on Roth
and Roth savings can provide flexibility in contributions can reduce your take-home pay, which may
managing your taxable income during impact your cash flow for other financial priorities.
retirement.

No Required Minimum Distributions Potentially Less Tax Savings: If you expect to be in a lower

(RMDs): Unlike pre-tax contributions, Roth | tax bracket during retirement, pre-tax contributions may
contributions are not subject to RMDs provide greater tax savings over the long term compared to
during your lifetime, allowing your savings Roth contributions.

to grow longer if you don’t need to access
them.

5-Year Rule for Roth Withdrawals: If you are close to
retirement and have not previously contributed to a Roth
account, you should be aware of the 5-year rule. Roth
contributions must remain in the account for at least 5
years before earnings can be withdrawn tax-free. This
could limit your ability to access Roth funds tax-free in the
early years of retirement
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