
Selecting the right individual retirement account (IRA) depends on several 
factors, including your age, earned income, and current and future 
anticipated effective tax rates. 
It’s important to consider what your effective tax rate may be when you start taking withdrawals, as 
that may impact your taxable income.

Here's a quick overview of the two main types of IRAs.

Traditional IRA Roth IRA

Contributions

Earnings

• You (or your spouse, if filing jointly) 
must earn taxable income to 
contribute

• There are no income limitations

• Contributions may be tax-deductible

• 2026 limit:**

− Younger than age 50: $7,500

− Age 50 or older: $8,600

• Your earnings grow tax-deferred

• You (or your spouse, if filing jointly)
must earn taxable income to contribute

• Your modified adjusted gross income (AGI) 
must be less than certain limits imposed by 
the IRS*

• Contributions are not tax-deductible

• 2026 limit:**

− Younger than age 50: $7,500

− Age 50 or older: $8,600

• Your earnings grow tax-free***

Early withdrawals 
(before age 59½)

• You may be subject to a 10% penalty
in addition to any ordinary income
tax that may be due (exceptions may
apply)

• Roth contributions can be withdrawn tax-free
at any time. Earnings are subject to ordinary
income tax and a 10% penalty (exceptions
may apply)

*Visit irs.gov for more information 
**Limit applies to all types of IRAs combined 
***Qualified distributions from a Roth IRA are tax-free as long as you're at least age 591/2 and it's been at least five years since your initial Roth contribution

Know your IRA options
Compare traditional and Roth individual retirement accounts
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* Employer-sponsored retirement plans may have features that you may find beneficial such as access to institutional funds, fiduciary selected investments, 
and other ERISA protections not afforded to other investors. In deciding whether to do a rollover from a retirement plan, be sure to consider whether the 
asset transfer changes any features or benefits that may be important to you. Review the fees and expenses you pay to see if rolling over into an IRA could 
help reduce your costs.

** The tax costs with a Roth IRA conversion can be significant. Contributions are subject to taxes that were previously deferred, including any accumulated 
earnings. You may also be pushed into a higher tax bracket, especially if converting a large amount of money.
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Traditional IRA Roth IRA

Withdrawals  
(after age 59½)

• Withdrawals are penalty-free but
taxed as current income

• Withdrawals are tax- and
penalty-free as long as
the Roth IRA has been
open for five years

Required minimum 
distribution (RMD)

• Beginning date for RMDs is age 73 if you
attain age 72 after December 31, 2022,
and age 73 before January 1, 2033. The
applicable age for beginning RMDs will
change to age 75 if you turn age 74 after
December 31, 2032.

• If you have more than one IRA, you must
calculate the RMD separately for each IRA
you own but can withdraw the total amount
from one or more of the IRAs.

• No required minimum distributions
at any age

Funding options

• You can contribute the money you earned
tax-deferred

• You can directly roll over an employer-
sponsored plan — such as a 401(k) or 403(b) —
or another IRA as many times as needed*

• Indirect (or 60-day) rollovers are limited
to once a year

• You can use money you’ve earned
after-tax

• You can roll over a Roth 401(k)
or Roth 403(b) tax-free

• You can convert a traditional IRA 
to a Roth IRA, but tax implications
will apply**

• A Roth IRA cannot be converted to
a traditional IRA

If you're trying to decide between a traditional or Roth IRA, we have retirement professionals who can help. Transamerica 
and its agents and representatives do not provide tax or legal advice. This material is for informational purposes and 
should not be construed as legal or tax advice. For legal or tax advice concerning your situation, please consult your 
attorney or tax professional.

Visit transamerica.com/iraCall 800-242-6922


