
What is Roth and What Does it Mean for Me?

PARTICIPANT CORNER

When you hear the terms Roth 401(k), Roth IRA, or just plain Roth, this is generally referring to a specific type 
of tax benefit you may receive. Roth contributions are when you pay taxes for the taxable year in which the 
contributions are made. Traditional (“pre-tax”) contributions typically means your contributions were taken out 
of your paycheck on a pre-tax basis. In other words, you will not pay taxes on those contributions until the year 
you receive the money, hopefully at retirement. Many employers offer an option to make Roth contributions in 
their retirement plan, such as a 401(k). Also, many employers allow you the option to make both, or either, Roth 
and pre-tax contributions!

Which type of contribution is best for you? Considerations when choosing 
between making traditional or Roth contributions:

 + Growth  
Traditional - When you withdraw the funds at retirement, you will be 
paying income taxes on the entire amount, the initial contribution, and 
the investment growth.   
Roth – If you meet certain timing rules, no tax is owed on the investment 
growth upon distribution. Since you already paid taxes when you 
contributed the original amount to the plan, the investment growth will 
accumulate tax-free. 

 + Tax Savings 
Traditional – You receive a tax benefit in the year the contribution is 
made. By making these contributions pre-tax, your taxable income will 
be reduced, lowering the taxes you owe that year.   
Roth – Does not provide tax savings when the contribution is made. 

 + At Distribution  
Traditional – When you have reached retirement age and start taking distributions, this will be treated as 
taxable income. This will be comprised of both your initial contribution and the investment growth.   
Roth – Again, if you have met certain timing requirements, you will not owe any taxes upon distribution. 

 + Things to Consider  
Individuals in current low tax brackets may benefit more by paying the taxes up front with a Roth 
contribution. Also, if you are a young investor, the account has much more time to grow and avoiding taxes 
on this growth could prove to be very favorable.   
If you are looking to save money on current income taxes, a traditional contribution accomplishes this goal 
by deferring taxation until distribution. Your tax bracket may also be a factor to consider when making 
this decision. If you believe that you will be in a lower tax bracket at retirement, you may want to choose 
traditional contributions and pay taxes then. 

Don’t forget that you may have the option to do both! You may want to split your contribution between the two 
types, thereby accruing some tax assistance today while also lessening your tax burden upon distribution.



Let’s Connect

The material presented was created by a non-affiliated outside vendor (or third party). 

The statements and opinions expressed are those of the individual and not necessarily those of IMA 
Wealth, Inc. (“IMAW”). Material presented herein is gathered from what we believe are reliable sources 
and should not be regarded as a complete analysis of these subjects. IMAW cannot guarantee the 
accuracy or completeness of any statements or data. All content is for general information purposes 
only and does not take into consideration your individual circumstances, financial situation or needs, 
nor does it present a personalized recommendation to you. Content is not intended to provide legal, 
accounting, tax, ERISA, or investment advice. 

Investment advisory services are offered through IMA Wealth, Inc., an investment advisor registered 
with the Securities and Exchange Commission (“SEC”). IMA Wealth, Inc. is also an SEC registered 
securities broker-dealer, Member FINRA, and an insurance agency. This is not a solicitation or offer 
to sell investment advisory services, securities, or insurance except in states where we are registered 
or where an exemption or exclusion from such registration exists. Investing in securities involves risk, 
including the possible loss of principal.

For assistance with your retirement needs, contact an IMA Wealth, Inc. 
advisor at wealth@imacorp.com or call 877.305.1864
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