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The Power of a Roth IRA

When it comes to building wealth and planning
for retirement, the Roth IRA stands out as one of
the most powerful tools available. This article will
explain what a Roth IRA is, the benefits it offers,
who it is best suited for, and why it can be a
cornerstone of your financial strategy.

A Roth IRA (Individual Retirement Account) is a
type of retirement savings account that allows
your investments to grow tax-free. Unlike
traditional IRAs, contributions to a Roth IRA are
made with after-tax dollars, meaning you don't
get a tax deduction for your contributions.
However, the major advantage is that qualified
withdrawals are completely tax-free.

1. Tax-Free Growth: One of the most
compelling benefits of a Roth IRA is that
your investments grow tax-free. This
means that any interest, dividends, or
capital gains earned within the account
are not subject to taxes, allowing your
money to compound more efficiently
over time.

2. Tax-Free Withdrawals: In retirement,
you can withdraw your contributions and
earnings without paying any taxes,
provided you meet certain conditions
(e.g., being at least 5972 years old and
having the account for at least five
years). This can be a significant
advantage, especially if you expect to
be in a higher tax bracket in retirement
or expect tax rates to increase in the
future.

3. No Required Minimum Distributions
(RMDs): Unlike traditional IRAs, Roth
IRAs do not require you to start taking
distributions at age 73. This allows your
money to continue growing tax-free for
as long as you want, providing more
flexibility in your retirement planning.

4. Flexibility: You can withdraw your
contributions (but not the earnings) at
any time without penalties or taxes. This
makes the Roth IRA a versatile tool for
both retirement savings and emergency
funds.

A Roth IRA can be an excellent choice for a
wide range of individuals, but it is particularly
beneficial for:

¢ Young Investors: Those who are early
in their careers and expect their income
(and tax rate) to increase over time can
benefit from paying taxes now at a lower
rate and enjoying tax-free withdrawals in
retirement.

e High Earners: If you anticipate being in
the same or an even higher tax bracket
in retirement, a Roth IRA allows you to
lock in your current tax rate and avoid
higher taxes on your withdrawals later,
which also protects you from tax rates
being higher in the future.

o Those Seeking Flexibility: The ability
to withdraw contributions without
penalties makes the Roth IRA a good
option for those who want both
retirement savings and a potential
source of emergency funds.



1. Compounding Interest: The
combination of tax-free growth and tax-
free withdrawals means that your
investments can compound more
effectively over time. For example, if you
contribute $6,000 annually to a Roth
IRA starting at age 25 and earn an
average annual return of 7%, you could
have over $1 million by age 65, all of
which can be withdrawn tax-free.

2. Tax Diversification: Having a mix of
taxable, tax-deferred, and tax-free
accounts can provide flexibility and tax
efficiency in retirement. A Roth IRA
adds a valuable tax-free component to
your retirement portfolio.

3. Estate Planning: Roth IRAs can be
passed on to heirs, who can continue to
benefit from tax-free growth and
withdrawals, making it a powerful tool
for intergenerational wealth transfer.

While a Roth IRA offers many benefits, there are
some limitations to be aware of:

1. Early Withdrawal Penalties:
Withdrawals of earnings before age 597
are generally subject to taxes and a
10% penalty. However, there are
exceptions for qualified withdrawals,
such as:

o First-Time Home Purchase:
You can withdraw up to $10,000
of earnings penalty-free for the
purchase of your first home.

o Qualified Education
Expenses: Withdrawals for
qualified education expenses
can avoid the penalty, though
they will still be subject to taxes.

o Disability: If you become
disabled, you can withdraw
earnings without penalties.

o Medical Expenses: Withdrawals for
unreimbursed medical expenses
that exceed 7.5% of your adjusted
gross income (AGI) are penalty-free.

2. Income Limits: There are income limits
for contributing to a Roth IRA. For 2024,
the ability to contribute phases out for
single filers with a modified adjusted
gross income (MAGI) between $138,000
and $153,000, and for married couples
filing jointly with a MAGI between
$218,000 and $228,000.

3. Contribution Limits: For 2024, the
combined annual contribution limit for
Roth and traditional IRAs is $7,000, or
$8,000 if you're age 50 or older. This
limit applies to the total contributions
made to all your IRAs each year.

If you are ineligible to contribute directly to a
Roth IRA due to income limits, you can still take
advantage of its benefits through a process
known as a Roth conversion. This involves
converting funds from a traditional IRA or 401(k)
into a Roth IRA. While you will need to pay taxes
on the converted amount, this strategy allows
you to move money into a Roth IRA and benefit
from tax-free growth and withdrawals in the
future.

Given the various rules and potential tax
implications, consulting with a financial
professional can be a smart move to determine
if a Roth IRA is right for your unique financial
situation. A professional can help you
understand the benefits and limitations and
guide you through the process of setting up and
managing your Roth IRA effectively.
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The Roth IRA offers a unique combination of tax
advantages, flexibility, and growth potential that
can make it a cornerstone of your wealth-
building strategy. Whether you're just starting

Investment Advisory Services offered through Brookstone
Capital Management LLC and Milestone Asset Management
LLC, both Registered Investment Advisors. Investments
and/or investment strategies involve risk including the
possible loss of principal. There is no assurance that any
investment strategy will achieve its objectives. This

information is not intended to be used as the sole basis for
financial decisions, nor should it be construed as advice
designed to meet the particular needs of an individual's
situation. Avery Hayes and/or Hayes Advisory Group are not
affiliated with or endorsed by the Social Security
Administration or any other government agency. The
information provided is not intended as tax or legal advice
and should not be relied on as such. You are encouraged to
seek tax or legal advice from an independent professional.
Any examples are for illustrative purposes only and do not
take into account your particular investment objectives,
financial situation, or needs and may not be suitable for all
investors. It is not intended to project the performance of
any specific investment and is not a solicitation or
recommendation of any investment strategy

your career or planning for retirement, a Roth
IRA can help you achieve your financial goals in
the most tax-efficient way possible.

Financial Strategist

Avery Hayes is a dedicated Financial Advisor at
Hayes Advisory Group with a focus on strategic
planning and education. With a passion for
helping clients navigate the complexities of
financial management, Avery specializes in
creating and implementing comprehensive
plans that encompass investment
management, financial planning, and tax
planning. Avery’s approach is rooted in a deep
understanding of the financial landscape and a
commitment to educating clients, empowering
them to make informed decisions about their
financial future. Avery also helps with
educational courses taught through employer
classes, classes taught for Federal employees,
and The Prepare Institute, a 501C 3 nonprofit
educational institution.
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