
A step-by-step guide to 
understanding IRAs
Moving you toward a more confident retirement 

IRA



5

1

3

2

It used to be that employers would provide for their employees’ retirement. 
Over the years, that responsibility has shifted more to employees. In fact, 
over one-third of American households had at least one IRA in 2019.1 
Planning and preparing for your future can be a little intimidating. We’re 
here to help with our Confident Retirement® approach. By working with your 
Ameriprise financial advisor, you can take the right steps now to secure your 
financial future.

Getting started
The earlier you start saving, the easier it is to 
ensure you can live the comfortable lifestyle 
you hope for in retirement. The choices you 
make now can have a big impact, so now is 
the time to take control of your destiny.

Figuring out how much you will need
While there is no hard and fast formula for 
how much money you will need in retirement, 
these guidelines can help:

• Plan on 70% or more of your salary  
for each year of retirement.

• For most people, retirement lasts  
20 years or more.

Discovering the right investments
An individual retirement account (IRA) is one 
way to start investing. It’s a powerful tool that 
offers many strategies and planning options 
to help you build your retirement savings. 
There are two basic types of IRAs—traditional 
and Roth. Each offers tax advantages and 
investment choices, but there are also 
important differences as illustrated in the 
“Which IRA is right for you?” chart on the 
following page.

Saving consistently
You can make automatic IRA contributions via 
payroll deductions, direct deposit or automatic 
bank transfers. By automating the process, 
you are paying yourself first. Remember that 
time is an important asset, as it allows you to 
accumulate wealth and let it grow. Consistency 
plus time equals a more confident retirement.

Staying the course
If your needs and goals change, your 
advisor will review and help you update 
your IRA to reflect those changes. If you 
have money saved in retirement plans of 
former employees, you may be able to roll 
those funds over into an IRA.  Additionally, if 
you’re age 59 ½ or older and still working, 
you may have the option of rolling over all 
or a portion of the vested balance in your 
employer-sponsored plan (called an in-service 
distribution) into your IRA.2  There are pros 
and cons to IRA rollovers, and your advisor 
can help you assess if an IRA rollover makes 
sense for you.

Retirement is changing. 
Are you confident in yours?
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Traditional IRA Roth IRA

Contributions

Contributions can be tax-deductible3  
or made with after-tax funds.

You pay taxes on your contributions. 

Income limits
None; however, you must have earned 
income to contribute.4

You must be below certain income 
threshholds and have earned income  
to contribute.4

Age limits
None. None.

Withdrawals

Pre-tax contributions and gains are  
taxed as ordinary income.5

After-tax contributions are tax-free. 

Beneficiaries pay taxes on withdrawals 
consisting of pre-tax contributions and 
investment earnings. 

Qualified distributions of earnings  
are tax-free in retirement.6

Nonqualified distributions of earnings  
are subject to ordinary income tax.5

Contributions are tax-free.

Beneficiaries generally do not pay taxes, 
as long as the Roth IRA has met the five-
year holding period (including time held by 
deceased owner).

Required minimum 
distributions7

Required in the year you reach age 72. Not required during the original  
owner’s lifetime.

Which IRA is right for you?



FAQs
How will the money in my IRA be invested?

Your Ameriprise financial advisor can help you choose 
investment solutions from a variety of managed 
accounts, mutual funds, annuities, stocks,  
certificates and more. 

My income is too high to deduct my IRA  
contributions or contribute to a Roth IRA.  
What are my options?
If you are not eligible for a Roth IRA or to make deductible 
contributions to a traditional IRA due to your income level, 
you may be able to take advantage of other options.

• Non-deductible IRA contributions and Roth conversions
Anyone with earned income4 can fund an IRA with 
after-tax dollars — no matter how high their income, 
and even if they’re already covered by an employer 
plan. Those assets can then be converted to a Roth 
IRA, providing tax-free earnings and tax-free income in 
retirement with no required minimum distributions. 

It’s important to understand the tax rules for 
conversions from IRAs using after-tax money, 
especially if you have substantial pretax money in any 
of your IRAs. Be sure to consult your tax advisor.

• 401(k) after-tax Roth conversion
With a 401(k) after-tax Roth conversion, you take an 
in-service distribution of after-tax money from your 
employer-sponsored plan while you’re still working. 
You can then convert it to a Roth IRA tax-free.

This option may be available if you are permitted  
to make after-tax contributions to your 401(k) 
plan, and your plan allows you to withdraw after-tax 
amounts from your account while you’re still working 
for your employer.

Talk to your Ameriprise financial advisor to discuss the 
potential pros and cons of each of these options. 

What happens to my IRA when I die?

It’s important to designate a beneficiary on your IRA 
account. This will determine who inherits the account 
after your death – not your will. 

An Ameriprise® IRA can help preserve your wealth 
for future generations. Your nonspouse beneficiaries 
must generally take distributions within 10 years, but 
beneficiaries who meet certain exceptions can take 
distributions over their life expectancy. 



Tax-deferred
Investments in tax-deferred accounts, such as a 
traditional IRA, are usually made with before-tax dollars. 
Gains from interest, dividends or growth of value 
are usually not taxed until the funds are withdrawn. 
Distributions (except return of after-tax dollars)  
are taxed as ordinary income.

Those who have access to tax-deferred accounts like a 
401(k) tend to place the majority of their assets here. 
This is because the tax savings, plus any employer 
match, can give a significant boost to retirement 
savings.

Tax-free
Investments in tax-free accounts, like the Roth IRA, are 
made with after-tax funds. The return on the investment 
and the principal are tax-free if conditions are met.

Taxable
Investments in taxable accounts are made with after-tax 
money. Yields (e.g., interest or dividends) are generally 
reported and taxed each year. 

Growth of the investment is not taxed until the 
investment is sold; depending on the investment inside 
the account and how long it has been held, you may be 
able to take advantage of preferential tax rates for  
long-term capital gains.

The power of tax diversification
Utilizing different types of retirement accounts based on tax treatment can be  
a powerful way to increase your savings -- by reducing the effect of taxes. 

You can harness the power of tax diversification by strategically investing your retirement 
contributions in all three types of accounts during your wealth-building years. This may make it 
possible for you to better control factors such as the tax bracket you fall within and the types of 
taxes you pay, e.g., income taxes or capital gains. Thoughtful planning and balanced investments 
now can help reduce the impact of taxes later – and can create more income for you as you 
enter your retirement years.

A Roth IRA is tax free as long as investors leave the money in the account for at least 5 years and are 59 1/2 or older when they take 
distributions or meet another qualifying event, such as death, disability or purchase of a first home.
A Traditional IRA Tax-deferred earnings and contributions are not taxed until withdrawn. Amounts withdrawn prior to age 59 ½ may also 
be subject to a 10% early withdrawal penalty.



This is where we cover your absolute ‘must haves.’ A 
place to live, utilities, transportation. We help you find 
guaranteed or stable income sources to cover these 
expenses.

These are the things that could derail your retirement, 
such as an accident or disability. We help you prepare for 
the certainty of uncertainty. 

These are all things you want to have or want to do so 
you can enjoy the retirement you’ve worked so hard 
for. We help you build a sustainable investment and 
withdrawal plan to cover these expenses. 

This is what you will leave to your kids, your place of 
worship, your community. We’ll work with you to help 
ensure your money goes where you want it to. 

Our exclusive Confident Retirement® approach helps 
you create a clear road map for your financial future 
in four key areas: Essentials, Lifestyle, Unexpected 
and Legacy. It is a manageable way for you to start 
planning your next steps.

When you document your goals and understand 
your choices, you can make smarter decisions and 
approach your future with confidence. 

The Ameriprise Financial 
Confident Retirement® approach

Leaving 
a legacy

Preparing for 
the unexpected

Ensuring 
lifestyle

Covering 
essentials

®

Covering essentials Preparing for the unexpected

Ensuring lifestyle Leaving a legacy



Your financial advisor:  
the Ameriprise difference
We work with you throughout the process
Your Ameriprise financial advisor will be there for you 
over the life of your plan. 

Education
We can help you feel confident about your retirement. 
From explaining plan fundamentals such as the  
benefits of pre-tax savings to more advanced topics  
like generating an income stream in retirement,  
we’ve got it covered. 

Beyond your retirement plan
As a longstanding leader in financial planning and 
advice, we are well equipped to assist you not only with 
your IRA, but also with your broader financial picture. 
We can provide services and advice on many aspects of 
your financial life, from retirement to investments.

Take action
To establish your IRA or to learn more, contact your 
Ameriprise financial advisor today.



Ameriprise Financial 
370 Ameriprise Financial Center, Minneapolis, MN 55474 
ameriprise.com

Ameriprise Financial cannot guarantee future financial results. 

These materials are intended to be educational in nature and do not establish a fiduciary relationship. Further, the information contained in this 
document should not be construed as an investment opinion or recommendation by Ameriprise Financial Services, LLC to buy or sell securities.

Investment products are not insured by the FDIC, NCUA or any federal agency, are not deposits or obligations of, or guaranteed by any financial 
institution, and involve investment risks including possible loss of principal and fluctuation in value.

Investment advisory products and services are made available through Ameriprise Financial Services, LLC, a registered investment adviser.

Ameriprise Financial Services, LLC. Member FINRA and SIPC.

© 2016-2022 Ameriprise Financial, Inc. All rights reserved.

Neither the Ameriprise Financial companies, nor its affiliates or representatives, offer tax or legal advice.  
Consult with your tax advisor or attorney regarding your specific situation.

The Confident Retirement® approach is not a guarantee of future financial results.

About Ameriprise
A tradition of commitment since 1894. A legacy of putting clients first.

For more than 125 years, Ameriprise has been committed to putting our clients’ 
needs first. Our advisors develop ongoing one-to-one relationships and take time 
to understand what’s truly important to clients and their families.

We offer a comprehensive approach to financial planning that helps our clients feel 
confident, connected and in control of their financial life.

243939 N (02/22)

1  ICI “Frequently Asked Questions About Individual Retirement Accounts (IRAs), 2020”
2  An in-service distribution allows eligible employees to take distributions (withdrawals) from their retirement plans  
 while they continue to work. Not all plans allow in-service distributions, and federal tax law places limits on the  
 availability of in-service distributions, which vary depending on the type of retirement account.
3  Deductibility may be reduced or eliminated based on participation in an employer retirement plan and income.
4  Earned income must be at least the amount of the contribution and may be earned by either spouse for  
 a married couple filing jointly.
5  You may be subject to a 10% penalty if you withdraw funds prior to reaching age 59½.
6  After meeting a five year holding requirement and attaining age 59½.
7  Required Minimum Distributions (RMD) are an annual minimum withdrawal based on life expectancy as  
 determined by the IRS. The IRS may assess a penalty of 50% of an RMD amount if not withdrawn timely.
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